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NEXT STEPS IN DEPARTMENT OF SOCIAL SECURITY . LG

*'. 8
I warmly welcome the proposals in your _mifiite of 17 April to the
Prime Minister, and your plans to pursu2 the possibility of
setting up three Next Steps Agencies for the great bulk of your
Department's activities. I found the report which has led to
this conclusion a most impressive document.

Betting up Agencies of the size and significance that you
envisage will be an important further advance for the
Government's Next Steps policies but, more than this, it is also
the right route te improving services., The job eof running
operationg like these will be among the most challenging that the
public Bector has to offer, and I share your view that, either
initially or in the longer term, the posts should be filled by
open competition.

I am glad that my officials have been able to help yours in
preparing these proposals. Peter Kemp and his team will continue
ko lend their support as vyou take the work forward. I very much
hope we can be associated with the announcement you are planning
to make in early May.




I am sending a copy of this letter to the BESimesMinister,
Chancellor of the Exchéquer, Norman Fowler, Tom King, John Major,
Sir Robin Butler and Sir Angus Fraser (Bfficiency Unit).

Toat FH'LMLI
Lj#gg'hgff*"* gﬂ{f::iééiﬂ

RICHRRD LUCE
{Approved by the Minister
and signed in his absence.)
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ymbers, Parliament HHTtW.‘ﬁ“;”’?iEL;
Q1-270 3000

PRIME MINISTER

NEXT STEPS IN DSS

I strongly support the thrust of John Mcoore's proposals for HNext
Eteps Agencies in his Department and am well content with the
draft statement he sent with his minfite to yvou of 17 April.

-

I hope he will not be embarrassed if I say that in general his
approach to this issue offars something of a model for the
implementation of Next ESteps. His proposals are sensibly
timetabled in agreement with the Treasury and the OMCS; this
preliminary stage of the work has been carefully and fully
prepared; and he intende to link the progressive development of
his Agencies (eg in matters of finance and pay) to their
individual objectives and circumstances in a practical and
considered way. I gather that hie officials' consultatione with
mine have been exemplary.

I have no doubt that much improved accountability and walus for

money should result in thie large and important area of the Civil
Service. John Major and I will take a close and constructive
interest in the succesgful Iimplementation of his plans,
consultation with Richard Luce.

Copies of this minute go to the reciplents of John Moore's minute
to you.

[NL]
20 april 1989
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VALUE FOR MONEY SEMINARS: MQD 14TH JUNE 1989

4
Thank you for your letter of rﬂ’ﬁargﬂ, I can confirm that the
arrangements you ouktline are acceptable to the Defence Secretary.

In case there is any misunderstanding, however, I should make
clear that it has never been our intention to omit from the
discussion our continuing search for value money acreose the equipment
programme. Sir Peter Levene will accompany my Secretary of State,
along with the Permanent Secretary and the Vice-Chief of the Defence
staff (in the absence overseas of the Chief of Defence Staff) and
defence procurement issues, as well as current progress with VFH,
will be part of the presentation from our side.

in advance of the meeting, we shall be letting you have the
second of our six-monthly reports on progress in efficiency called
for after the VFM Seminar last year. However, as you accept in
your letter, we would see the central feature of the seminar as being
the impact of the New Management Strategy for defence, which will
provide the main basis for the coherent departmental strategy for
better management called for by the Prime Minister (your minute of
14th February to Sir Angus Fraser), as well as being, in 1its own
right, one of the most fundamental and far-reaching changes ever made
in the way defence ils managed.

.
L‘-ﬂ-‘l A
/
‘Eiéiizﬂh.
|BE B HAWTIHN)
Private Secretary

Andrew Turnbull Esg
No 10 Downing Street







FERSONAL AMD CONFIDENTIAL

10 DOWNING STREET
LONDON SWIA 24 A

From the Private Secretary 17 April, 1989.

NEXT STEPS IN DEPARTMENT QF SOCIAL SECURITY

The Prime Minister was most grateful for your Sacretary
of State's personal minute of 13 April, enclosing a further
minute he proposes to circulate to colleagues. She waelcomes
this initiative, and is entirely content for him to circulate
his minute to colleagues.

I am sending a copy of this letter to Trevor Woolley
(Cabinet Officel.

Paul Gray

Stuart Lord, Esg.,
Department of Social Security.

FERSONAL AND CONFIDENTIAL




CONFITENTI Al

Ref. AOB9/963

ME GREAY

-

Department of Social Security: Executive Agencies

In his minute of 13 April the Secretary of State for Social
Security makes proposals for transferring the bulk of his
Department's work to Executive Agencies. These proposals would
represent a major step forward for the Next Steps programme and a
milestone in the management of the Civil Service. Mr Major and
Mr Luce have been kept closely in touch with these developments
and both strongly support Mr Moore's approach, although they
recognise that much detailed work remains to be done before any
Social Security Agencies can be astablished.

2. Mr Moore proposes to transfer the operational work of his
department into three main Agencies:

8. an Information Technology Services Agency, to be

established by April 1950. These services are already

organised as a single unit. The aim would be, over timef‘tu

open them up to competitive tendering, so that outside

guimm———

contractors could be used instead where they offered the

— ——

prospect of better service or improved value for money.

—

—

b. a National Insurance Contributions Agqency, also to be
established by April 1990. The plan would be to =separate

'_——-—'-
the 7000 staff currently working on the collection and

recording of national insurance contributions inte a single

unit. At preséﬁt there is some concern that this work
—————

recaives insufficient prierity within the department. The

proposed separation from benefits work is intended to remedy
this.

CONFIDENTIAL




CONFIDENTIAL

48 a PBepefits Agency, to be established by April 1991,
This would be the largest hgency yet proposed, with =ome

70,000 staff. Mr Hoore has concluded that separation into a
number of smaller agencies, based for example around
different benefits, would be a less attractive structure.

Separate proposals for establishing a small Resettlement Units
Agaency are already underway. The effect of creating all these
Agancies would be to reduce Mr Moore's headgquarters department to
under 2000 staff, responsible for social securlity policy and
legislation, and for setting and monitoring the frameworks for

the Agencies,

s I believe that Mr Meoore and his department should be
congratulated on the thorough Fjob whiech they have done in

preparing these proposals. The main thrust is to improve the

quality of service offerad to the public, in accordance with the
objectives of the original Mext Steps report. There are a number
of particular points which the Prime Minister may wish to note.

a. Departmental workload. Pursuit of the Agency proposals

will add to the demanding workload of Mr Moore's department

' .h__" 5 s "
in the next couple of years. His highest priority is
completion of EEE_EEEEEEerisaticn of casework through the
Operational Strategy over the next 1B months. The aftermath
of last year's Social Security reforms, and the relocation
of substantial operational work away from London, also

represent major challenges.

b. Effect on the Civil Service. Mr Moore proposes that
these agencies should remain in the public sector, with
their staff continuing to be givil servants. This is
because of the confidential personal information which is
required to administer benefits and because of the guasi-
judicial role of c¢ivil servants acting as adjudication
officers in determining the level of benefits. T am sure
this approach is right. It avoids the difficulties which

CONFIDENTIAL
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Mr Fowler has encountered in considering whether Employment
Service staff should be transferred to the private sector.
Industrial relations in Mr Moore's department may well be
difficult in the next few years, however, not because of the
Agency proposals themselves but because implementation of
the Operational Strategy should save up to one third of
posts in local offices.

(- Accountability, Mr Moore has devised a clear and
— i
coherent approach to acountability which is wvery

gimilar to the one which the Prime Minister argued for

—_—

on the central management of the HHE. He and his

Accounting Officer will be answerable for setting the
framework of policy, objectives and resources for the
e —am e ——

agencies; but the chief executives of the agencies
—————
will answer for their running costs, for the payment

af benefits and collectien of contributiens in

accordance with Government policy and for the handling

of individual cases. Mr Moore indicates that he will
resist pressure for central handling or second-
guessing on matters which are delegated to the
agencles.

4. Inpact on administration of other benefits. Mr Moore

has policy responsibility for three major benefits which are

not administered by his department: unemployment benefit,
housing benefit and statutory sick pay. His minute makes
clear that he is not proposing any changes in Departmental
responsibilities as a result of this exercise. However,
his proposals would not close the option of such changes in
the longer term, if the Prime Minister felt them to be
desirable. (At present Mr Fowler is publicly committed to

| 1 ..——l—-_-_’-
establishing the Employment Service as an Agency by the
i

Summer Recess, although in practice it now appears that

April 1990 may be a more realistic date for such a change.

Wy e

CONFIDENTIAL
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An early amnouncement by Mr Moora cocould Iincrease the
pressure on Mr Fowler to make clear his intentions towards
the Employment Service.)

a, Fu a ork. Mr Moore has not identified any need for
legislation before his proposals for Agencles can be

implemanted. Detailed discussions wiil, however, be needed
‘_._,_-—-_'—\.

with the other Departments, and in particular with the
o =] ‘
Treasury and the Next 5teps team on the Agencies'

flexibility over setting staff pay and conditions and over
delegated financial freedoms. There may also be points for

discussion with the Department of Employment. oncea the

decision is announced in principle, the way will be clear

e

—

for this follow-up work to be done.

4. I recommend the Prime Minister to respond to Mr Moore's
personal minute by warmly encouraging him to proceed. Mr Moore

would then minute +the Prime Minister formally, copled to
colleagues, proposing an anncuncement in the week beginning

24 April. A reply from the Prime Minister welcoming his proposal
and commending it to other colleagues as a model for future
Agency proposals would then produce a helpful further boost to
the Next Steps initiative.

A bh*ﬁdfi“"j

P ROEIN BUTLER

CONFIDEMTLAL




PRIME MINISTER ng:ff

DEPARTMENT OF SOCIAL SECURITY: EXECUTIVE AGENCIES

John Moors has sent you a personal minate (Flag A) seeking
your agreement that he should minute you formally, copied to
other colleagues, setting out his proposals for carrying

e
forward the MNext Steps approach in his Department.

e

Hiz minute follows a lot of detailed work. Immediately below
the personal minute is the formal minute he proposes to send
next weak, together with a draft Parliamentary Statement he
would like to make in the week beginning 24 April. Plag B is
a copy of the detailed agency Study Report, but there is no

need for you to refer to that.

Robin Butler's minute at Plag C suggests that you warmly
ﬁglcume John Moore's initiative, and authorises him to

circulate his formal minute. You might then encourage other
Departments to bring forward proposals on similar lines in
order to give the Next Steps initiative a further boost.

Youn will see that one of the three new agencies John Moore

proposes covers Information Technology. There is a link here

to the idea the Chancellor mentioned to you earlier im the
waak about privatising computer operations in the Inland
Revenua, and then possibly extending simillar arrangements to
other Departments. I have checked with the Treasury, who have

bean consulted. on John Moore's proposals, that they have taken

on board the read across between these two axercises. They

contirm that they havey they are content with John Woore's

approach, on the grounds that this does not preclude the
...——-___‘—\_

rather more radical approach the Chancellor has in mind.
e

——

Cantant to walcome John Moora's initiative and authorise him

to circalate his Formal minute?

?it{.

PAOL GRAY
14 April 1989




PERSONAL AND CONFIDENTIAL

PRIME MINISTER
NEXT STEPS IN DSS

Az ywou know I have been glwving. a lot of thoaght to how we esan
best apply the Next Steps approach ta the major execubive
activities carried out by my Department. I am npow ready to
minute you Eiimﬁllx with my proposals. Thaéy arée radical and far-

———

reaching Bnd will involve progressively re-constructing almost my

entire Depariment inlo Apencies. I 2eq This ag Lthe kKey To

creating the business=like, focussed, Clexible and innovative

management wnich thege major services quite cleaply need.

2. In view of the scale o

-
E

the proposala, &nd thelr importance
for the future not only of DS but for the Civil Service
generally, I thought T should let you Know how my thinking is

developing before I minote you formally. I therefora g@ttach the

draft of the more formal and full minute I plan to =send wyou,

together with a statement I propose to 1ssue, a more detailed

| Annex with my proposals and the report by my officials which I

propose to publish as helpful background.

——

e 18 This will be a major statement of our commitment to better
mahiggemnent ol Governoment serviges, in the interests both of more
efficiency and better service to the public. To gilve subatance
and point to the re-organisation framework of the Agencies
preposals, I plan to state publicly for the first time what

standard of public service we are aiming to pgive, beacked up by

targets and objectivea and the specific seérvice tarpets. -1 am

setting for 1989/90. This stems from a major Efficiency Scrutiny
last year, which alsg included the relocation of beckroom work

from local offices in London which I have already announced.




4, In preparing these propesals I have had great help from John

Major and Richard Luce and their officials. You will see thet I—-
;E_;Tﬂpﬂﬁlﬂg ko cupy'the papera alsc To Norman Fowler, whose
officiale have been kept in touch by mine, because of his
Department's interest as the agent for paying unemployment

benefit. T shall be consulting him fully on any implications in

ne further detailed work; but nefther of us are proposing any
changea in Departmental responsibilities ss a result of this

exercise. No issue has arisen yet on which we have need to

-

i
consult the Attorney, and I have deliberately planned te handle

thﬂﬁihangus with staff Iin & way that should snsure thal no auch
T ——
need stould arise.

IT you are conlent, T propeseé to minute you Tormally, with

the attached drafls, early next week and, 1f you and collearues

agree, make my statement in the week of 24 April.
a
r-.,f_/-}h :

JOHN MOCRE




CONFIDENTIAL

PRIME MINISTER

NEXT STEPS TN DSS

i ¥hen you lsunched the Next Steps initiative isst year, you
included the DE3 Hesettlement Units as one of the initial twalve
dgancy candidates. Ereparations are now well advenced and L nopea
Lo lawnech The Hessbtlement Apgency formally next month as the

rirst Aponcy in my Department.

£ We recognised from the ouCset that Lhe Hesettlemeant Agancy

would aceount For-only a tiny part of social pecurity operations,

which together employ over B0,000 staff (one-sixth of the neon-

industrial Ciwvil Service]. I therefore announced last yesar-a
study of these pperations #gs '8 whole, with g view fto ldentlifying
further candidates for Agency status. T sttach a copy of the
Heport by my officials, which I commeand as an excallent analysis,
e —

3s You will see from the summary of conclusfons and
recommendations (Chapter 10) that they conclude that virtually

e

the whole of the soclsl security operational field, including the

e

Department's Information Technology (IT) services, is sultable

fﬂ;_hﬂﬁnﬂy status. On the basis of further work by my officials
in consultation with those in the Treasury and CMCS, who have
been most helpful in the preparetion of my proposals, I .am now
minuting you with my proposals for carrying forward the Next

Bteps- inltigative in DBS.

4. 1 am clear that a major shiit to Agency status for the bulk
ol my Department's operations would give a powerlful additional
thrust to my existing programme to sharpen up performance,
improve the service to the public and provide better value for
manay from the very large resources-employed. An Agency

framework will clarify roles, responsibilitiea and objectives,




incresse personal responsibility and accountability for the
gquality of service given to the public, and open the way for a

more dynamic and flexible approach to improving performance.

i In brief, I'proposg tTo pursue vigorously the possibilities
for three more Agencies: -

(i) an Information Technology Services Agency (ITSA) to
provide IT services for- the Deparitment and tha otharp
Apencies, on the basis of &8 rolling programme of regolar
tenders for individual IT sepwvices, including tendsre by

ocutside organisations. Target date: April 18390,

A sifngle unit for contributions opearatlions, as &

)
candidate for an Agency. Target date: April 19490,

(iii) An Amency for benefit operations. Target date: April

19491 .

My proposals

E. 1 first considered the other options discussed in Chapter 3

of the Heport, particularly the possibllity of contracting out

the work to the private sector. T do-mot see this &as a realistie

approach to the "eore" buainess activities of determining
individual olaims to benefit and colleécting national insurance
contributians, at the heart of which lie statuteory cobhligations on
citizens to provide highly personal and confidential information
about themselves, and the need to malntaln an unparalleled data
base, containing much sensitive personal information, on almost
every citizen; the guasi-Judiclal nature of declision-taking on
individual claima to benefita; the revenue-ralsing nature of
pational insurance work (which 18 mare analagous to the work of
Inland Revenue and Customs than to any other activity): and the
very considerable statutory powers of investigation and

progecution which my staff have and need.




i By goritrast, 1 do sas some acope Tor contracting oul parts

of my IT services. Private gsepctor consultante and Tlrme-alresdy

play & majnr_FhlE, egpecially in developing and lmplementing my
Operational Strategy for the computerisation of work in local
officez, I am minuting vou separately with some specific
proposals for contracting out further paris of my IT services in

the near future to secure batter value For money and resilience.

E. Looking further ahead, T should Like to tegt the market to
gstablish whare the private sector can ofifer better value for
money in the rest of these services, by launching my IT services,
which I brought into a single unit from 1 January, as an Agency
by April 1580. It will be regquired to compete with the private
gector on & regular basis for individual service contracts for
gach of fts several computer operations. Completing the
Cperational Strategy projects over the-nexi 18 menths must be the
top pricrity, and nothing muast be done To jecpardise thet
programme, which will transform the delivery of socilal security
benefits to the public and save up to one=third of the staff in

local offlces.

9. I also Iintend To pursue possibllitle=z for Agencles for

contriputions operatlions and for benefits operations, The

further work done by officlals haﬁ_fﬁlly confirmed the advantages
ldentified in the Report's recommendatlons: Agencies cffer
opportunities for major sdvances 1n handling our-sociel security
businesges better, with much elearer definittions of roles and
responsibilities, with Ministers and Headguarters reéesponsible for
setting policy, btaergets and resources, and with specilfled
managers regsponsible for rononing the services and handling
individual ¢cases in Wwayes that are moreg réesponsive to what peopls
want and axpect of & good sarvice. We have been makKing great
Ehrides in improving our sarvice to the pubdlic, a8 & visit Eo
many of odr local oaffices shows, tHroUgh computerisation,
relocation of worls, improvements to publle peceptlon polinbg and
public gervice aress; and a new Toous on sepvice guality
throughout the organisation. But it iz c¢lear that Agencies will

giwve this a new and powertful further impeius.




10 This haz slready been amply demonstrated in the work during
the last Tew months on the possibility of an Apency for
contributions operations, which has sharpened our view of
objectives, of the best dividing line between HO policy and field
cperations and of the need Tor betfer targets end monitoring of
performance and Tor the better orpganisation of collecting and
recarding contributicons and the Job of ocur Inspectors. It crlls
for 8 major reorganisation of the 7,000 staff engaged on this
work, but 1 propase; agaln against & target date of April 1880,
te pursue this possibility wvipgorously, together with
administrative measures tc collect more in contributions at &
signifleantly lower cost in staff. The preciges extent of this
additiomal value for money will depend on further worlk, but it is
certainly there for the taking, and it does not have to walt on
the completion ¢f the Operational Strategy, as do so many of the

banefit operations, s0 we can get on with it.

11 . I alsp wish to pursue the possibility of a benefits Agency,
but I accept that this will be the largest and most difficult

task, given the size and complexity of the benefit structure, the

number of stafl engaged on the work (some 70,000 at present, but
reducing substantially), and the need to complete the Operaticrnal
strategy successfully. L am setting.-a target date of April 1931
ror that. “ =

p— —

Handling

12, I attach an Annex which sets out in more detall my
proposals for agencies and the programme for implementation. The
handling of this will require great care and sensitivity,
especially with Parliament, given the way in which social
security operations impinge on nearly everycone's affairs and the
political intereat which they attract. We shall be entering
entirely new and much larger territory compared with the Agencies
established so far. We shall need to establish confidence in the
new arrangements whereby Ministera' responsibility will in future
be for setting the framework of policies, legislation, targets

and resources, and the Agencles will have delegated




responsibility for the delivery of services within that
framework. I, and my Permanent Secretary as Accounting Officer,

will be answerable for setting the framework of cbjectives and

resources for the Agencies and for communicating to them the

rules and regulations, determined by pollcy decisions, sccordling
to which the programme expenditure of £50 billion a year iIs to ha
spent; but I envisage that the Chiel Executives will be Agency
Accounting OfTicers anawerable Tor their significant

administrative expenditure (some £1X billion & year in total),

for the payments of benefits and colleetion of contributions In
accordance with the rules and regulasiions, and for the
performance of their staff in handling individual cases, which
acoount or mest of the existing Departmental ocorrcespondence and
almost-&all the cpses investigeted by the Parliamentary
Commissionenr, Unless we can egtablish and hold this line of
givigion of respongibilities I shall not be able to achieve my
objectiva of a relatively small Department of fewer than 2,000
staff (compared with over 3,000 at present)] responsible forp
policy and for setting and monitoring the framework for the
Agencieg. Bo far from having a larger central Department to
manage the additional responsibilities of setting the framework
and monitering the performance of the Agencies, I intend to male
it leaner. I do not want to concede to the pressure which may
arise for central handling of matters which are primarily for the
Agencies; or this will rapidiy turn-inte slase supervision,
second guessing and duplication of substantial additional ataff

numbers in the Department.

13. The second érea of key sensitivity for handling will be my

staff. 1 am convinced that my proposals for Agencies will

produce better value for money, but they will not of themselves

lead to further reductions in staff on anything like the scale
invoelved in the Operational Strategy (up to 20,000 in local
offices over the npext few years). Buat those reducticons, which
have already started, have naturally Taised the staff's
conscliousneas about the future, In particular-about large-scale
changes in thelr Jobs and their career prospects. Anxiety of the

unknown, &5 our proposals for Agencies, privatisation and




contrecting out have had to remaln. at present; is fertile ground
for rumour and misrepresentation by the unions and quickly leads
to loss of mobtivation and morale. T should like to &nd that
uncertalnty as soon as poasible by publlishing the report and

announoing how I propose to proceedg.on the lines of the attached

sLbabemenk, I attach grest importance to presenting the prnpuﬁalﬂ
el i

in a nﬁhihive wWaY, to convirtice stalff that this further change to

Agencles wlll help them to provide the guallity of servlice to the
public which wea and they seek, and that we as good employers

shall be meagting thair proper Concerns.

14, At the heart of handling this with staff, and of whether the
proposed - Agencies will be able 1o regplize theélr potentlial, lie
many important issues, including the financial framework and the
pay and conditions of staff., I shall need to discuss thege over
the next few months with the Chancellor and the Minister of
State, Privy Codnell OfTice and colleapues with a particular
interest. I shall want fo explore the possibilities of pushing
ahead with performance-related pay, more direct managerial
determination of pay and eonditions to zuit the particular
clireunstances of the Job and no-dlisruption agreements In kKey
areas ag 8 condition of £liglibility for potentially higher
rewards. 1 also believe that we need to re-emphasise our
existing pledpge that Agency staff will be civil servants and will
not a8 & result of the change see any worsening of thelir terms
and ¢onditions of service. Indeed, Tor thoae who perform well
there iz the prospect of doing better: On this bagis we shall be
able to assure our staff that we are creating new opportunities
for them not only to improve their performance and efficiency but
also to reward them for aschiewving it. This should motivate and
retain our better ataff and guarantee the continuing and better

delivery of these vital services,
Conclusian
15. The introduction of Agencies In D55 In this way should glive

a powerful forward thrust to the programme of majer changes

already in hand to improve the effectiveness and efflciency of




social securibty operaltiocns. Cfficials have been alert In thelr

work to idenlbify any need o leglslalioch in fmplémenting Lhese

propo=sats: s far, nong has been discovered. 1 would welcome
your agreement and that of colleagones to my anmouncing the
proposales in the wesek of 24 April in the terms of the attached
dralft statement. Colleapgues will be fully consulted 1n the
further work which T am proposing.

16, [ am copying this letter and enclosures to Nigel Lawson,
Norman Fowler, Tom King, John Major and Richard Luce and to Sir

Kobin Butler, 3ir Angus Fraser and Mr femp




CONFIDENTIAL
ANHEXR

PROPOSALS FOR CARRYING FORWARD WORK ON DSS AGENCIES

L. The Agency Study Report condluded that virtuselly all D55
executive operations were sultable pandidiates for Agency =statu=
gand recommended: that Agencies should be established by April
1991, This Annex outlines: the Secretary of State's initisal

conclusions and proposals for pareying forward the Iniztiative.

conclusions

oretary of State endorses the Report's maln conelusion

=
1 gecurity operations are sulitable candidates for

He has considersd alternative-atrategic
including full-zscale contrasting out to the private

but he does not geg this as & Teasible way forward for
the "core" services (assessing and paying benefits, collecting
and recording NI contributiens) because of the confidential
nature of the parsonal infermation which citizens are obllged to
provide to the responsible authorities, the gquasi-judieizal nature
of beneafit asseggment work; and the investigative and prosecuatory
nature of certain critical tasks. In the case of "support"
services Ministers are already committed to contracting ocut where
this offers improved efficiency, relisbllity or wvalue for money.
Information Technolegy (IT) iz cne such "support" service. It is

m— —

not proposead to contract out all IT servicea, since there may

e

well be circumstances where an in-house service offers better
value for money, and because of the impracticability and
undesirabllity of contracting ocut the whole of 30 extensive a
garlies of services. It ls proposed, however, to test value for
money by instituting a rolling programme to subject individual IT
services to competltive tendering at sppropriate polnta In the

life cycle of each, including bids from external suppliers,




3 Apart from that, the Agency route 1ls endorsed as the way
forward for soclal security operations. In additien to the
Resettlement Agency, Ministers propose that work should proceed

on . the possibilities for three Turther social securlty Agencies:

— —

T

(a) an Information Technology Services Agency (ITSA), to

provide IT services. The Agency would be aﬁ]e, ag at
prasent, Lo make use of outside organisations to provide
gkills or other expertise not available in-hou=ze, in
addition to the rolling programme whereby individual
sarvices would be subject to regular tender, including
tenders by outside organisations. The target date for the
establishment of thie Agency is April 1900:

(b) contributions work, which at present engages some 7,000
stalf spread between local and central offices is too often
cvershadowed by

This work will be re-organised in & single unit with fawer
gtal'f by April 1990, on the basis that it could be =

separate Agency:

(c) a Benefits Agency, responsible for handling claima to

211 benefits currently administered by DBB. Ministers
endorse the Report's eeonclusion that it would make for peor
service and inefficiency to divide this work between
separate agencies, and a single body is therefore envisapged.
This would be a major organisation (in current terms around
70,000 staff although this will decline substantially over
the next few years as the Opeérational Strategy is
implemented). Preparing the ground for so large and complex
an Agency will teke somewhat longer. The target date (s

April 1991,

'
4. The possibility of a Fraud Agenca. was ralsed In a separate

report last year and is currently the subject of a DES/DE

Efficlency Borutiny.




Further work

5 The Beport identifiss a number of major issuez which will
nead to be addressed in preparing for Agencies. Thia work will
be pcarried forward over the next few months. In addition,

F=

consul tation will be held with staff and their represantatives,
The main lssues o be considered Tall inftao Tive main groups: the
obhjectives of Apencies; their organisation: the Tinancial
arrangements; the personnel arrangements; and the implicatlons

for thse Déepartment centr-ally.

DbJEELi?TE

B Significant advances have been made in ragceént yearz in the
pecification of service objectives for the adminlistration of
enefit payments and the collection of national insurance

contributions, the settlng of targetzs and the monitoring of

performance by performance indicators. Further work iz needed to
For Agepncles, particularly for a Contributions
sinoe abjectives, targeta and performance indicatora for
that work are not as clear or precies as for benefite work.
dbjestives for gn ITSA wWill build on' the existing service
gpreements between the Department's computer users and providers,
Cbjectives for a Benefits Agency will also builld on the work to

implemsnt the 1988 Regional Organlsation Ssrutiny Heport.

Drganisation

74 The organisational struc

substantially in place. Work i 1 - a possible new
grganigational structure for contributions and compliance work
which could form the basis for a discrete "business". Work is
also in hand on a possible new management structure for

Beneflts Agency.




Financlal arrangements

H: Diseussions Wwill be held with Ehe Treasurcy on the financlal
arrangements for D35 Agencies aggainst the backeround of the need
to Justify edditional financial flexibilities and fresedoms: by the
dalivery of planned improvements 1n performance. It 1s ‘envigaged
that Chief Executives should have Agency Accounting Officer
responsibllities, on a delegated basis. Social security Agencies
will continue to be financed through Vote arrangements and be

subject to the sppropriate Parliamentary a&nd Treasury controls.

8. Within this brpad framework a number of specifie fsgsues will

nead to be addressed:

)] improved in-year financial certainty. It will clearly

be important that the Department ensurez that, =o far as
possible, Agencies' budgets,; once agreed, are secure ' 8p that
managers have a clear resouree basis within which to plan
and manage, D35 will need to consider how firm a goarantes
of "pring-fencing" can be given, while leaving sufficient
flexibility, within Départmental cash running costa limits,

to cope with unexpected or unplanned requirements;

(b) arrangements for over- or under-spends. Strict

financial discipline, both within Agencies and elasewhers,

will be esgential, particularly if agreed budgets are to be

ring-fenced. Procedurea will be needed to ensure that
potential over-spends are identified early sc that
corrective action can be taken within the Agency and, in the
event that it is necessary, by the Department. Ground-rules
willl alsc be needed on the deployment of under—-spends
gchieved through improved efficiency and the extent to which
such savings should be used for additional rewards for the
staff who achieved them, to meet pressing needs elsewhere,
including in the Department, re-deployed into buslness
improvements, returned to the Exchequer to the benefit of

Laxpayers, or carried forward to the next finsncial year:




(o) end=year financial flexibility. This will be important

for Agencies. Some Tlexlbllities are possible under the

pregant Miles, onder certalin condltions;

{d) capital assets. Apencies will be rezponsible for the
=
management of significant capital akgets; including
accommodation and (in the case of ITSA) computer hardware.
Appropriate control arrangements will be nesded. Ownership
af capital asgets rests with the Searetary of State bBobt
Agencies wotild 'Be responsible for managing them economically
arid sfficliently. "Capltal aceounts" may be needed, with
Agencles operating asset reglsters and armual capital plans

wWwithin their Business Plan;

{e) full-cost accounts. Apgencies will need to comply with

S

conventional Government ageounting requirements, focussing
particularly on cash. In addition 1t may be desirable,
particularly in the case of ITSA, which will be competing
with the private sector and which ls a major consumer of

capltal, to create management, commercial-style accounks
i~

ghowing the full cost of indiwvidual services. This would
give a clearer basis for comparisons of the costs of

services provided in=house and exiternally;

(f) financial flows. There will be some complex problems of
——
gallocating costs between the Agencies, and between them zand

the Department, espegilally for common services, and ol
crogss—charging where that 15 appropriate. 3ystems wlll need
to be devised control Ehls, and Lo ensure that Apencies,

in particular areé truly responsive and answerghle to

their cuslomers

Persormel issges

190. Btalff wlll be egch Agency's maln resource. 3Several major

issues will need to be consldered. They include:




{a}) pay. We shall need to establish how much autonomy and
flthE;tily~ pREPLIcularly over relating pdy Lo performance,
including group performance, D55 Agencies will need 1T they
are toc reslise thelr Tull petential for the efficient and

effective discharge of their responsibilities;

(b) other terms and conditions. There are many other

pergonnel issues (eg rﬂrru:itm;;n, training,; hours; mobility
arrangements; grading, promotion, out-of-grade working,
discipline etc) where the precise boundaries of Agericy,
HEFIF'-F"'I'-FEHT.'-H.] or central control will need to be gpecifiad.,
Some such issues will be for resolution betweaen the Agancy
and the Department. Others (eg recruitment) would require
amendments to some terms and conditions of service which are
BL. present determined pationally, 1T Agencies are: to be

Biven 2 more responzible role:

() Andustrial relations,. Discussgions with trade unions and

=

B ¥
others will be needed to adapt the industrial relations
arrangements to the new Agency structure, within which most

Buch issues will in futurs liws.

Appointment of Chief Executives

11. The existing IT Services Directorate ha=s
appointed Director, on loan from the Ministry

—_———e——
currently handling the massive programme of computerisation under
the Operatlonal Strategy and alsc the preparations for Agency
statug, including the conatruction of a new management team. It
would make no sense to change the top manager during the process

of transition, and it is proposed to confirm the current Director

a
as the first Chief Executive Deggignate, on & term contract up to

e — =

Ao
1932, with & remit to carry the organisation through the
transition end into the initial period of live running.
Therecafter it la proposed to Till the post following public

advertisement.




12. It 183 glso essential to designate now a sSingle parson To

undertake the fundamental re-organisation of contributions work

gVEr the nexl year Whicll 1§ e necessary prelude to the
establishment of an Agency. That needs at this stage to be s
clwvil -servanti the initial job will be within the current ciwvil
service framework, without any guarantese that the person
concerned will become The Chilief Executive of any Agency, whom 1L
ia intended to appoint following public advertisement.

13. There is no immediate need to determine the appolntment of &
Chief Executive for the Benaefililts Agency. Ihis will be one af The
most important and senior Chiesf Exescutive Jebs in the Civil

Sarvice armd Will be aopen to pablic advertisemant.

Implications for Department

14, Thaas propogale, when fually impiemented, will result Iin a
very different Departmental strueture. DES-woild consist of a
emall headauarters of under 2,000 staff, three or four Executive
Agenties including the very large BenefllilLs Apency: and a number
of associated independent bodies [(guch as the Appeal Tribunals,
Occupational Pensions Board etc). Direct management of services
would rest entirely with Agencies. The Tole-of the central
Department would be to advise Ministers on policy development,
programme expenditure and legisltation; ‘on the objectives; targets
grid resgoirces of the Agencies,; including the necegsary
negatiation with the Chief Executives; and to monitor the
performance of the Apgencies. The re—ordering and reduction in
gize ol the central Department to enegble it to discharge ite new
role 15 a further major issue to be asddressed gver the next two
years. Experionce with setting up the smeller agencies for
resettlement centrea, IT services and contributions will provide

valuable experience in progress towards the final goal by 1991.




CONFIDENTILAL

DRAFT STATEMENT

tuestion

To ask the Seecretary of State for Spelal Security whether, in the
11ight of the study announced on 20 July 1988, he plans to ocreste
further Exscutive Agencies on the linea proposed in the "Next

Stepa" report.

Draft reply

1% I am today placing in thes Libraries of both Houses the
repart of the study 1 announced last July into whether social
segcurity operations could, with advantage, be run on an Agency
bagis. The report foocusses on the core social security functions
of collecting and recording national insurance contributions and
of assessing and paying benefits. It considers the role of
COMTracting out waork to the private sector and concludes that
this approach would be inappropriate to many of the "core" =sacial
sgcurity spemvices, but that 1t should coentinuge: to play an
importent role, particulariy in the provision of support aervices

within the Agency framework. It highlights & number of powerful

potentlial benefits from Agency status, including far greater

roles, responsibllities and objectives, more
ersonal responsibility and accocuntability for the quality of
service given to the public, and a more dynamic and flexible

approach to Improving performance.

2. I wish to stress that the report was concerned with the
administrative arrangementa for the payment of benefits and the
gollection of contributicns. Policie= will continue to be a

matter for Ministers, accountable to Parliament.




3 The report concludes that-virtually all the operaticonal
tasks of oy Department could be run more effectively on the

Agenoy model. It recommends that the Department's Information

Technology (IT) services should be organised as a discrebe Agency
by April 1880, and that sn Agency To handle beneflits and national
ingurance contributions should be created by April 1%51. The

report identifies a number of critical issues which wlll need to
be considerad in further detalil as part of the process of BeTtting

up these Apenicies.

id. I welcome the conelusions of the report and I propose to
pursue vigorously the opportunities to develop a more
busines=slike approach to running these vital public services,
grapling stall to do a belter and more satbtisfying Job, O ashieye
greaster-value for momey and to reaspond more fIexibly to the needs
of Ehe publie whom they sarve. I have already re-organised my
Department's IT services If'rom 1 January inte &8 single unit armd 31
plan to give it Agency status by April 1880; with competitive
tendering open also to outside contractors for the various
services which 1t provides where that offers prospects of better
geryice opr better value for mohey. I also propose to organise
the collection and recording of national insurance contributicns
in a gaingle unit with the same target date of April 1990 and to
pursue the possibility of giving that an independent and
gutonomous atatus as an Agency in its own right. Finalliy; I
Eropoee: to establish an Agency for benefit operations by April
1581,

ity The detailed arrangementa, including those in respect of
finances, pay and personnel, Wwill be the suabject of Turther work
and consultation. Gtelf of the Agencles wlll contine to be ciwvil
pervanta, Chief Executiveas will be appointed; with cleariy
defined objectives and budgets and given maximum autdnomy and

respongiblility in thelr use and control of resources.

B, Ministers will remain accountable to Parliament and the

public for socigal security policlies and for setting the

obectives and resources Cramework for the Agencles. The




Departmental Accounting Dfficer will remain apnswerable to the
Fublic Accounis Committes for his own Deparimental administrative
ecxpendi bture and the devolved arrangements within which the
Apencies will! gperate, It is envisaged that the Chier Executives
will e Agency Accounting Officers, and will be personally
accoantable €o the PAC for the efficient and proper
administration ol tThe rescurces delegated to them, and primarily
respongible for the quality of the services entrusted to them.
i My proposals will give a further powerfiul thrust to the
improvements being made to the serviee given to the public, The
gimpler benefits structure introduced last year means that income
Bupport claims are now being put into payment faster and with
fewer errors than was possible with the old supplementary benefit
I have recently announced a major programme £o tackle
worst service problems in London, by relocating back-room
work to the Nerth-West, Scotland and Northern Ireland. And we
are now in the process of providing cur staff through the
Uperational Strategy with the computer power they need to deliver
a service which iz both better for the public and more efficient
to run. Establishing Agencies will reinforce these existing

initiatives by creating the right structure to deliver the high

quality, responsive and efficient service which the public has &

right to axpeci.
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The Rt Hon Lord Young of Graffham
Secretary of State for Trade and Industry
Department of Trade and Industry

1 - 19 Victoria Streat
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ESTABLISHMENT ﬂi HIRREB EPRIBG LABORATORY AS AN EXECUTIVE AGENCY

i L!i"'ipril 1989

Your lgtter of 21 Harch to Richard Luce seeks agreement to the
establishment of the Warren Spring Laboratory as an Executive
Agency and your subsequant letter of 4 April seeks the same for
the National Weights and Measures Laboratory.

Baeginning with the former, I am content to agree to the formal
establishment of the Warren Spring Executive Agency from this
month. I can also agree the draft framework document together
with its foreword.

I welcome your proposed arms length customer contractor
relationship between DTI and the new Warren Spring Agency as a
means of bringing about a fully competitive environment for all
the Laboratory's work. A fully competitive environment is
essential if the primary performance measuzre of customer
satisfaction and value for money is to be meaningful. It will
clearly need sustained management effort within DTI over a
significant peried if it is to operate effectively in practice and
provide strong incentives towards greater efficiency. The
effectiveness with which you can estnhliah a4 clear separation
betweaen your department’'s role as "owner" and its rocle as a
"customer” will also have important lessons for the longer term
objective of setting an internal market for the govermment's civil
research establishments.

However setting up the Warren Spring Agency represents only a

first step. Much further work remains to be done before the full

benefite in terms of improved efficiency and value for monay will

be delivered. I am disappointed that you will not be able to
MANACEMENT IN CONFIDENCE
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announce precise targets for improved performance with the lnum:‘i';.
of the agency. While I can understand the need for mora work on
the customer contractor relationship, I had hoped to have seen
more within the framework document about performance measures
within the new Agency itsalf. It will be important for the
Corporate Plan to address this.

Tha framework document as drafted assumes that the Agency will be
cperating under a net running cost regime in future, rather than
the present gross regime, As the agreed foreword to the document
says, my officials will be working with yours over the coming
months with a view to agreeing a net regime in time for the next
financial year beginning on 1 April 19590. However the
significantly greater financial flexibilities that this would
bring for the new Agency can only be justified if there are clear
benefits in terms of efficiency gains in the operation of the
Agency . This further emphasises the importance of early
development of measurable ocutput and performance targets against
which imErnvamants in efficiency can be asseased, and I will need
to be satisfied that good progress is being made before confirming
agreement to a net regime.

1 note from paragraph 4.7 of the framework document that the
possibility of introducing a financial regime on the lines of a
trading fund will be considered. As +the draft suggests, the
prospects for improved efficiency will be important in this
context, as will my comments above.

Turning to the question of the Chief Executive of the new WSL
Agency, I assume that in putting forward the existing Director of
WSL as the new Chief Executive you are satisfied that no external
candidate would have significantly more to offer. On this basis,
I am prepared to agree to Dr Reay's appointment for 3 years, but I
would be grateful if you can assure me that in future the post
will be advertised.

Turning to the MNational Weights and Measures Laboratory, I can
agree your draft Framework Document and to the establishment of
the National Weights and Measures Laboratory as an Executive
Agency from this month. Although some 25 per cent of NWML's work
ise fee bearing, much of its work is not easily measured, which
will make it difficult to set quantified and demanding performance
targets. In the light of this I agree that it seems right not to
increase NWML's financial flexibility significantly and that it
ghonld remain under a gross running cost regime.

On the guestion of the Chief Executive of the new NWML Agency I
can agrea to Dr Clapham's appointment for 3 years as you propose
on the assumption that in future the post will be advertised.

I am copying this letter to the Prime Minister, Nigel Lawson and
to Sir Robin Butler and Peter Eemp.

MAHNAGCEMENT IN CONFIDENCE
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IMPROVING UNDERSETANDING BETWEEN GOVERNMENT AND BUSINESS

The Prime Minister was grateful for your Secretary of

State's minute of 4 April and the enclosad progress raport.

lsased to note the progress achieved so far, and

rd to seeing the promised further report in Julvy.

m copying this letter to the Private Secretaries to
members of MISC 133, Cabinet, Mrs. Lynda Chalker, Mr. Richard
Luce; Mr. Peter Lilley, Mr. Tim Sainsbury, Mr. Cecil Parkinson;

Mr. Chrrstopher Patten:, Mr. John Buteher and 5ir Robin Butler.

p_A

|
Paul Gray

Neil ThoInton, ESg..

Cepartment of Trade and Industry.




Ref, ADB9/903

PRIME MINISTER

Improving Understanding between Government

and Business

You have received a report from the Secretary of State for
Trade and Industry on the first six months' progress by
Uepartments on their pProgrammes under the Government and

Business initiative, with his Proposals for the futare,

2. As he says, the report is encouraging, with Prospects of a
doubling of the numbers involved in interchange. His officials,
with OMCS support, propose to discuss the scope for improvement
with those Departments whose level of interchange with industry
and commerce is lew. DT are predominantly interested in
Promoting contacts with industry but I think that they recognise
that some Departments must continue also te consider other kinds
of interchange (eg with tha EC Commission (MAPF and Customs) and
other public authorities leg DOE, Health and Social Security).

3. 1 endorse Lord toung's proposal that the next pProgress
report you have commissioned, relating to the pasition in July
{ie after one year), sheould indicate Departments® plans over the
following five years. This will ensure that they have some
longer-term aims to guide them and will avoid the need for too
frequent detailed reporting.

4. Lord Young recommends that by 1993 movements inte and out of
the Civil Service should become an established part of the
recruitment and career development of civil Servants. This is,
strictly speaking, ocutside Laord Young's remit and I have twe
comments on it. The first is that, to the extant that Lord
Young is referring to sacondments, it is dlready part of the

FREBAT
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career development of most fast-stream civil servants that they
should have at least one secondment: there is scope for widening
the range of civil servants to whom secondments are available.
The second is that, to the extent that Lord Young envisages
people moving freely between the Civil Service and other
professions, this trend is promoted by the steps we have taken
to increase mid-career recruitment and make reinstatement of
fomer civil servants easier. 1 believe nevertheless that the
Civil Service will remain predominantly a career profession and
that, until we can be confident of our ability te recruit pecple
in mid-career, we need to be careful that the ocutflow of guality
civil servants does not exceed this inflow.

5. However, there is no need for the Prime Minister to make
these points in acknowledging Lord Young's minute, I suggest
that a private secretary reply should be sent, thanking Lord
Young for the report, welcoming the progress and confirming that
the Prime Minister i locking forward to a further report ia
July,

6. L am capying this minute to the Private Secretary to
Mr Luce.

o

T e EL'I:-\E-":."—H-"‘_}

t. Paianll Seiwm él.'_:-n--:‘ :|
ROBIN BUTLER




PRIME MINISTER

IMPROVING UNDERSTANDING BETWEEN GOVERNMENT AND BUSINESS

Lord Young's minute of 4 April (Flag A) reports on the recent
work under the MISC 133 umbrella. This is in response to a
personal minute you sent him last July asking for further
EEFGItS from departments to that Committee. He attaches a

gsummary report of the overall position.

He reports that developments on interchanges between

Government and business have been encouraging. He recommends

that:

in accordance with your earlier minute,; departments

should make a further report in July;

—_— —

these reports should set out plans for the next five
years, with the aim of making movemsnt into and out
of the Civlil Service an established part of career

developmant by 1993.

it

Sir Robin Botler's minute (Flag B) eandorsas the proposal for a

furthar progress report 1n July. He raises some detailed

—

doubts about the aim of making movements into and out af the

Civil Service an established part of carear development by

1993, but sees no need for you to register thessa poinkts. Ha

——

racommands that you should simply thank Lord Young for the
report, welcome the progress and confirm that you are looking

forward to a further report in July.

g e

Content to raspond as Robin recommands?

Cat'lxﬂbgékﬂ,Tf%ti;]LL{Efﬁu- / L8 ﬁﬁiﬁ

PAUOL GRAY

7 April 1989




the departmenit for Enterprise

FRIME MINISTER

IMPROVING UNDERSTANDING BETWEEN GOVERNMEMT AND BISINESS

You mimited me last July (M6/8BB) exprassing your full support for
the main recommendations of MISC 133 for giving Further impetus

to improving understanding betwean Governmant and business. You

—

agsked Departments to report to MISC 133 within six months, and
again after a further six mopths, on their programme and on its
initial implementation and you asked me to report progreas to you
on each occasion. Departments involved have now made their first
raport and I enclose a summary report of the overall position
preparad by EDU and agreed with the Departments.

Taken as a whole, this is a very pleasing report. The overall

target position amounts to a doubling of the numbers involved in
interchange. There are, as exXxpacted, considerable differences
between Departments reflecting both their responsibilities and
how Ear they have already had experience of interchange with the
private sector. I have asked EDU officials to discuss farther
with some Departments how they might better contribute to the
policy we set out in last year's White Paper 'Releasing
Enterprise’ that "understanding how business works must becomes an
intagral part of the Civil Service culture® affecting "the whole
Civil Service”™. Some Departments, for exampla, whose level of
interchange with business iz low, do not yat show any planned
increase on 1987 lavels.

i

imitiagive
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the degrartment for Enterprise

You particularly asked me to considar, with the Minister of
State, Privy Councll Office, what we might do to gain a greater
commitment from business to interchange with the public service.
We decided that we needed to widen conslderably the net of
business involved and that the best approach would be a I month
markating campaign based on national advertising. That was
launched on 1 March and is callad "The Bridge Programme'. The
short-tarm objective is to give business information about the
opportunities now availabla. That we have done by mailing te
Chiaef Executives the enclosed folder showing what each Department
has to offer, The longer-term aim is to bring about a change of
attitude ko interchange so that the private sector see it as an
integral part of their own management development needs. That is
being monitored and evaluated in the usual way by OMCE and EDD
but it is as yet too early to assess lts effectiveness. The
campaign has been very well raceived.

You asked the Minister of State, Privy Council Office to consider
whether he could offer help to the smaller Departments who are
least well placed bo make contacts wikth business., Arrangements
were made for details of 14 smaller Departments {(all of those

which expressed an interest) to be included in the publicity for

the "Bridge Programme®, whils making clear that thelr invelvement

would be on a smaller scale than that of the main Departments,
The Cabinet Office 7 (OMCS) has also encouraged small departments
to seek what help they may need from their bigger brethen, and
the larger Departmants to pass on to them suitable enguirliess from

gompanies.

You asked for a further report in July. I propose that
Departments should then indiecate their plans for sustaining and
further develeping their programmes, in the light of experience,
over the following 5 years, taking into account changing

circumstances and priorities. The aim would be, by the end of

Ced
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the department lof Enierprise

1993, to make movement into and out of the Clvil Service an
agtablizghed part of the recruitment and career developmant nf

clyil seryvanta,

I am copying this letter to Membars of MISC 133, Cabinet
Colleagues, Lynda Chalker, Richard Luce, Pater Lillay.
Tim Sainsbury, Cecil Parkinson, Christopher Patten, John Butchear

and Sir Robin Butlar.

4 ppril 1989

e
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GCOVERNMENT AND BUSINESS

PROGRESS REPORT: MARCH 1989

Background

L% Follewing a remit from Ministers at their meeting on

3 Pebruary 1988, an interdepartmental steering group {(chaired by
the EDU) reported in June 1988 on plans to improve understanding
betwean Government and business. Ministers endorsed the
proposals in the report on 29 June 1988 and this was reported to
the Prime Minister by the Chairman. She minuted Lord Young on
26 July 1%88 supporting the main recommendations (buot not a
central unit) and setting the timetable for Departments to
astablish programmes to implement their recommendations. She
asked Departments to report to MISC 133 on progress in January
and July 1989 and for Lord Young to report to her on both
ocgasions.

Departments' programmes

1 Annex A summarises the targets Departments have set for
interchange with business, compared with present levels. Annex B
shows, for comparison, the position on long-term business

secondments in 1987. Annex C describs plans and progress on
training, recruitment, career development, regional careers and
the Whitehall and Industry scheme. Annex D is a note on the
contingent liabilities which may arise when civil servants take
on non—-executive directorships.

2 Taken overall, Departments' programmes will result in nearly
4 doubling of the numbers invelved in interchange of various
kinds in the first year. That is a significant commitment and a
good base for further development in future years. It includes
long and short-term secondments, and non-executive directorships
to which several Departments attach particular importance. The
target for inward secondment - only about 50% up on the present
leval = largely reflects Dapartments Judgement of how far the
private gactor can respond guickly.

3. The differences between Departments are considerable. That
chiefly, but not wholly, reflects the relevance of business
contact to the work of those Departments, their recruitment
position, and the priority they afford to other kinds of
interchange eg with the EC Commission (MAFF and Customs), and
other public authorities (eg DOE and DHSS).

G1l6ABI




4. A key part of the policy is to extend the range of
interchange to more grades and to regional staff and to involve
more small and medium-sized companies. That has been taken up in
some way by most Departments, in particular DTI, DE and Inland
Revenue. DTI, for example, plans for 50% of its secondments and
attachments to be below grade 7 level, and 40% to small and
medium-sized companies.

Progress so far

. Since programmes were established in October last year,
Departments have made considerable progress. Some (eg Energy on
secondments, MoD on non-executive directorships) have already
achieved their targets and are planning more. Other Departments
are at the exploration stage with companies; bot awalt the
planned marketing initiative to provide a boost to thelir range of
contacts. There hava been pleasing developments in training.

Marketing

B . Lord Young and Mr Luce held a press conference on 1 March to
nnveil the new programme to business. Since then advertisements
have appeared in the press: these are backed op by a folder of
detailed information about what each Department has to offer
business. The campaign will be continuously monitored and if
necessary adjusted to avoid over- or under-response and evaluated
in the uapal way for cost-effectivenass,

Ts Sir Robin Butler has set up a small official steering group
to advise on implementation of the sacondment schemes in responsa
to business interest arising from the campaign.

July progrese reports

B. In July, all Departments will report again to MISC 1313 om
their achievements against targets, and the Chairman will again
report to the Prime Minister. EDU will have evaluated the
effects of the marketing campaign. Thase plans would need to
take account of progress under the Wext Stepe initiative and the
developing trend towards greater movement into and ocut of the
civil service during the course of an individuals career.

Enterprise and Deregulation Unit

March 1989
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INTERCHANGE BETWEEN GOVERNMENT AND BUSINESS -
. THE HUMBERS INVOLVED

Shork=term
I8 Secondments Gu'T attachggnts

MATF - 3{3) arouand B(1)
Cabinet Office AL B LO+{10} -
Customs & Excise 2(1) 5{1) 1£0)
MoD maintain around 200 =
DES (1) G(4)

DfEmployment 5(5) 15(H3) malntaln
around 170

D/Enargy LOCE ) B(E) EC2)Y -

DoE 16E1L ) £22{13) mnmnaeintain 30(0)
14

ECGD 1) 1(0) 6(1)
FCO 7069 2(0) -
DHSDES B(4) B4 Around
Home Office BL2) 2(2) -
Inland Revenum 23(2) =

Lord Chancellor's
Department Lo

Horthern Ireland 6({2)
ODA 1{0)
Ordnance Survey Z(0)

Registry of Friendly
Boelieties = b4+(6)

Scottish Office up to 14(2) 14(4) 5(1) -
DTI BO(246) 60(15) 14(7) BO(0)

B/ Transport 10(6) 1567) 5(0) 30(0)

Ireasury maintaln 12(10) 2ELY) 2(0)

1G

Welsh Office 3(0) 6(3) 2(0) 3(0)

TOTALS 289(210) 404(262) BE(46) 3940178)

GRAND TOTAL: Target = 1175 (individual targets shown outside
Existing = 696 brackets, existing numbers within)
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INTERCHANGE WITH INDUSTEY AND CO?

L

secondments Secondments
out of Dept Inta Dept

Ministry of Agriculture, 4 2
Fisheries and Food

cabinet O0ffice
HM Customs & Exclize
Ministry of Defence

Department of Education
and Science

Department of Employment
Department af Energy
CDOE/Transport /PSA

E:t;-c-:t Cradits Suarantea
Cepartment

BPepartment of Health and
Social Sacurity

Home Office

Inland Revenue

Morthern Ireland Office
Drdnance Survey

Ovarseas Deavelopment
Administration

Registry of Priendly
Eagiatias

Scottish Office

Department of Trade and
Industry

HM Treasury

Welsh Office
278 573

months or moare are inceluded.

jraduate trainee encineers
1l as working Towards
mpared with 41 in 1986).




SUPPORTIRG ACTIVITIES ANNEX C

Training

Ls Departments' responses to the proposals on training show
that they see the Civil Service College as a major source of the
business-related training which they will reguire their staff to
undertake. Some departments (eg. Customs and Excise,
Environment, Home Office, Inland Revenue, Trade and Industry)
have lndicated that they will, over a period, send all {(or a
proportion) of staff in fast-stream grades on a Government and
Industry course at the College. Other departments (=g. MAFF,
ODA) would like to extend eligibility for this course to, for
pxample, those on the Senior Management Develapment Programme
Management Development Programme {(or on other development
schemes); while others are prepared to consider sending Grade
EEQ, and HEOs., Some departments {(eg. DOE, DTp) plan to run

business appreciation courses jointly with the College.

2 Az a result of the enthusiasm shown by departments for
sending main-stream Grade 7s, HEOs, and SEDs on the (fast-stream)
Government and Industry course, however, the College propose to
run & range of other relevant courses to meet the needs of these

staff for businoess Avaraness.

i In response to the Mext Steps initiative, the College haa
mounted three new courses which are particularly relevant to the

GB initiative — strategy for public sector business; planning and




business management; and service delivery. All three courses
encourage civil servants to manage Government business in a way
more closely akin to those adopted in the private sector; and all

are being opened to private sector students.

4. Apart from the Govermment and Industry Course, the
Govarnment and Industry study groups for senlior staff alsoc deal
with the relationship batwean Government and Industry (and
inclode sessions on dersgulation). The College prospactus for
1989=-90 mentions a number of courses in this area which would be
guitable for those on the Senior Management Development Programme
and for other senior managers. Other College courses dealing
with economics, the European Community, management organization,
financial management, and communications skills are being revised
to ensure that they take account of the neads of business. The
College are proposing to produce & separate booklet, for
digtribution to departments, setting out information about all of

the College's business-related courses.

B Eelected College courses are belng publicised to private
sector participants by means of a brochure which has been
cireculated through the TMP network and to organisations which

have used the College in the past.

6. A considerable amount of the training that is reguired will

continue to be done within departments. Several departments are

involved in setting up joint training arrangements, including

seminars, with outside organisations {involving, eg. consultants




or ¢lient companies of the departments concerned). The
Department of Trade and Industry are involved in setting up a
training and awareness network with major industrial and
commercial companies. DTI has been invited to join a consortium
with five major private sector companies to design and deliver a

jolnt Management Development Programme.,

Recruoltment

7. Recruitment to over 450 junicr grades - about B5% of the
present Civil Service — is done entirely by departments (ie.
without any involvement by the Civil Service Commission). While
the Commission's prior approval is normally required before
candidates from outside the Service can be appolnted to other
grades (broadly Executive Officer and above), departments play an
important role in the recruitment and selection process at these
higher levels; and for some appointments, eg. many period and
part-time appointments, departments run the recruitment schemes

themselves.

B. The Commission recruits each year large numbers of people to
supervisory middle, and senior grades who have experience of
working outside the Civil Service. Many competitions,
particularly those in the science and technology areas, are aimed
specifically at people with professional gualifications and

appropriate outside experience. In 1987 the Commission ran

direct-entry Grade 7 scheme (for the first time since 1983).

of the 55 (53%) of those appointed were from industry and

G19ARMA




comperce, A further scheme was run in 1988 and was completed
just before Christmas. This was not so successful as the 1387
scheme, only 24 candidates being declared successful for around
70 wvacancies {(cf whom two have declined appointment). Nine
(about 40%) of the successful candidates have industrial or
commercial experience. Also in 1588, the Commission mounted a
campalgn to fill Higher Executive Officer wacancies 1n London in
five departments. 38 of 125 people recommended for appolntment

(30%) were from industry or commerce.

O. One of the most notable features of departments' progress
raeports has been their intention to use pericd appointments to a
much greater extent than in the past, especially in such shortage
areas as information technology, Einance, procurement, and
ragearch and development. A number of departments are looking at
the whole range of alternative working patterns (eg. part=-time

working, job sharing, flexible working hours) to enable them more

successfully to recruit (and retain) those with scarce skills,

Customs and Excise are using outside consultants to help develop
A recruitment marketing strategy; some departments have indicated
that the responzibility for recruitment is being delegated to
lower and/or more local levels; and others are reviewing the
advertising and publicity associated with their recruitment
activities. A number of departments have referred to their
disappointment at the outcome of the 1988 Grade 7 direct—-entry

competition.




Career Development

10. A number of departments have recognised the important part
that can be played in the Government and Business initiative by
the Senior Management Development Programme {SMDP) and the
Management Development Programme (MDP), which together provide
frameworks within which staff from Executive Qfficer to Grade 4
plan their development through job experience and relevant
training. The Cabinet Office (OMCS5),; who are responsible for the
central development and implementation of the Senior Management
Development Programme, have revised the explanatory notes to the
SMDP central competencies to take full account of the GB
initiative and to point out to participants the advantages of a
secondment to industry or commerce. It is clear from
departments' progress reports that many have taken full advantage
of these provisions and that they intend that the secondments and
attachments to be undertaken should be seen as part of the wider

development which tha SMOF and MDF are designed to promote.

11. Most departments have responded positively to the othar
carear developmeant proposals put forward by the Working Group.

Many are ready to gee that increased 1mportance 18 gliven to

interchange opportunities in the context of career planning.

Similarly, a number of departments are altering their annual
appraisal arrangements to ansure that full acecount is taken of

sacondmants or attachments.




L2. The Department of Employment have worked up a strategy for
Human Resource Development within which it has set a priority for

developing a bhetter undersatanding of the business world through

gsacondments, attachmants, and project work. A new Career
Development Unit 1s similarly helping to realise the DHSS
programme, including close contact with the regional offices so

that it need neot just rely omn ad hoc contacts as in the past.

Scope for regional careers within the civil service

13. The DTI has taken the initiative in widening the scopa for
regional careers (following the succoss of pilot aschemes in
Cardiff and the Morth East). They and several other Governmenk
departments have recently becomé involved in planning
interchanges of staff in eight cities. BAll the big civil service

employers operating there are co-operating. After 5 years, the

DTI wants this to be developed to a stage when civil servants

increasingly can expect to be able to make their careers ocutzside
London = probably working in several departments, rather than

continuing in the one they first joined.

Whitehall and Industry Scheme

l4d. Departments have responded positively to the proposal to
expand this scheme for the attachment of high-guality Grade 53 to
private gsector firms for 2-3 weeks; and to extend it to selected
Grade 38, and arrangements are being made through Marks and

Spencer plc for additional firms to be recruited. In order to




maintain the guality both of the civil servants selected for the

scheme and of the programmes provided for them by participating

firme, a phased approach to the expansion has been adopted. It
is expected that the number of attachments will more than double

over the next 12 months from the existing 20-24 per year.
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ANNEX D

NON-EXECUTIVE DIRECTORS: CONTINGENT LIABILITIES

Paragraph B of MISC 133({88)33 referred to the guestion of
contingent liabilities falling on departments as a result of
civil servants taking on non-executive directorships. The
Treasury Officer of Accounts has advised that contingent
liabilities of this nature need %o be raported to Parliament

but he expects that it would be acceptable for this to be

done through a single minute covering all departments. The

Cabinet Office (OMCS) and the Treasury are taking action
betwaan them to seek Ministerial approval for the necessary

measures and for Parliament to be notified,
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ESTABLISHMENT OF THE NATIONAL WEIGHTS AND MEASURES LABORATORY
AS AN EXECUTIVE AGENCY

I indicated in my letter of 21 March that subject to your
agreamant and that of the Chancellor of the Exchegquer I intend
to establish the Mational Weights and Measures Laboratory as
an executive agency in April. I also said I would write to
you with our proposals in relation to the Chief Executive for
the Agency. A draft policy and resource Framework Document
for NWML which had been cleared with Treasury and OMCS
Officials accompanied my earlier letter.

NWML already enjoys a high reputation for its calibration and
equipment approval work, and has succeeded in adapting weights
and measures regulations in ways which reduce the burden
placed on business while providing a fair level of consumer
protection. This is due in wery large part to the effortes and
leadership of Dr Peter Clapham, the Laboratory's Diresctor
since 1985. He is 48, a Grade 5, a physicist and engineer by
training. I have considered whather it would be sensible ta
recruit someone from outside the Civil Service for the Chief
Executive appointment. But I have concluded that Patar
Clapham is the right man for the job. His appointment would
run for three years from April 1989,

1 attach my foreword to the Framework document. As you will
see, 1 lay amphasis not only on value for money but also on
the quality of service which I sxpect WML to provide
following its establishment as an Agency. The Laboratory is
seaking relatively modest additional freedoms and financial
flexibiltiies in its framework document, However I believe

i
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the pay and personnel delegatlions, together with the
flexibilities which have been introduced inte Civil Service
pay arrangements, will considerably ease long-standing
problems the Laboratory has had recruiting and retaining its
technical specialists.

Following 1its establishment as an Executive Agency NWML will
be preparing a new corporate plan which will be submitted to
me following consideration by a newly established stearing
board. This will include targets which will put continuing
pressure on the Chief Executive and his staff to improve
continuously the quality of service provided by the Agency to
business,.

I am copylng this letter to the Prime Ministar and
Nige]l Laweon and to Sir Robin Butler and Peter Eemp.

Goortce
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FOREWORD

The needs and demands of society can only be met by increasing
prosperity. The principal objective of DTI is to assist this
process throughout the economy and to produce a climate which
promotes enterprise and prosperity both at home and abroad. We
work with business to promote best practice and within Government
to increase confidence in the working of markets by achieving a
fair level of protection for the consumer. The National Weights
and Measures Laborateory, with its role in ensuring that measuring
equipment used by business is fair and accurate, plays an
important part in meeting DTI's objectives.

The Laboratory is facing new challenges. The rapid advances in
the technology of weighing and measuring equipment and the
growing internationalisation of trade and its regulation mean
that the Laboratory needs to adapt its facilities and procedures.
The Laboratory will ensure that certification of measuring
equipment continues to develop sc as to minimise the burdens on
business while fair trading is maintained. NWML's continuing
contribution to the development of internationally agreed
procedures is particularly important as we move towards the
establishment of the Single Buropean Market.

Establishing the National Weights and Measures Laboratory as an

Executive Agency marks an important step forward to meet these
challenges. The new powers and freedoms which the Laboratory
will assume as an Agency will help the Chief Executive and his
staff to operate with increasing efficiency and effectivensss and
to introduce further innovations and flexibilities. The
corporate planning process and the performance measures described
in this document will together provide the right pressures to
enhance the quality of the Laboratory's services.

I wish all NWML staff well in their new role. I am sure that
they will rise to the challenge presented by the establishment of
the Agency.
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Ministry of Agriculture, Fisheries and Food
Whilehall Place, London §W1A ZHE

From the Mlnlsier

The Bt Hon John Major HMP Pw&?ﬁ’“
Chief Secretary to the Treasury '
Treasurcy Chambers |':| (
Parliament Street '|I IE.:I.--" £
Landon

SW1P 3AG

1. M
L
i
APPROVAL OF MAJOR CAFPITAL PROJECTS Lj
Thank you for copying to me your letter of 8 HMarch to

| Tyl

about capital projects costing more than E2&m

1 welcome your proposal te raise to ESOm the level
authority to depariments relating te capital projects

April 1983

of aeleagated

{ I Very much

hope that it receives the support of all those concerned.

I am copying this letter to the Prime Minister, to &’
charge of departments, and to Sir Robin Butler and 5ir

1 Minlisters 1n

Angus Fraser.

JOHN MacGREGOR
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LONDON SWIA 2ZAA

From the Principal Privare Secreary Al oMarch 1989

T el

VALUE FOR MONEY SEMINARS: MOD 14 JUME 1989

I now confirm the arrangements [or the seminar with the
Prime Minister and your Secretary of State on Value for
Money in the Ministry of Defence. The seminar will be on
14 June starting at 3.30 pm and i3 expected to last as on
orevious occcasions for about an hour.

Tou expressed a clear preference for this vear's
seminar to focus again on non-procuremant expenditure. This
has b=an agreed following consultations with the Prime
Minister's Adwviser on BEficiency suobhject to two points. It
would be halpful to have an indiecation before or as part of
the presentation on 14 Juns of the reascons for deferring a
decision on procurement 2xpenditore for another year and the
FE 1gsues which will need to be reviewsed 1n about 12 months
time. Secondly, whilst the inkroduaction of the new
managemant stratagy in April 199)] will no doubt ba a cantral
faatare of your Secretary of State's look forward the Prime
Ministar will be axpecting to hear from the Secratary of
State about achievements in bettar value for money over the
lazt 12 months and what further cam be achieved over the
next 12-24 months.

I am copying this letter to Carys Evans (Chief
Sacoratary's Dfficel and Eo Don Brereton (Efficiency Unit]l.

?ﬂprﬂﬂ Rt Bty

—

ANDREW TURNBULL

Brian Hawtin, Esqg..,
Ministry of Defence

CONFIDENTIAL




ANDREW TURNBULL

VALLUE FUR MONMEY SEMINARS: MOD 14 JUNE 1989

Following discussion with cur liaison points in MOD, Treasory and the
Palicy unit we advise you to accept the MOD proposal that the seminar
sheuld focus on non PE expenditure. We suggest in confivming this that
you make the following points:

"1 now confirm the arrangements for the seminar with the Prime
Minister and ydur Secretary of State on Yalue' for Money in the
Ministry of Deferce. The seminar will be of 14 June starting at

3 30 pm and 15 expected to last as on previous occasions for about
an hour,"

You expressed a clear preference for this year's seminar to focus
again on non-procurement expenditure./ This has been zgreed
following consultations with the Prime Minister's Adviser on
Efficiency subject to two points, At would be helpful to have an
indication before or as part of the presentation on 14 June of the
reasons for deferring a decision/or-procurement expenditure for
another year and the PE issues which will need to be reviewed in
about 12 months time. Secondy/whilst the introduction of the new
management strategy in April A591 will no doubt be & central
feature of your Secretary of State's look forward the Prime
Minister will be expecting/to hear from the Secretary of State
about achievements in betfer value for money gver the last 17
months and what further £an be achieved over the next 12-24
manths ,® !

; e Feachiany Ofpw) oar ®
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O0M BRERETON
27 March 19849
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ESTABLISHMENT OF OF WARREN SPRING LABORATORY (WSL) - AND THE
NATIONAL WEIGHTS AND MEASURES LABORATORY (NWML) - AS AN
EXECUTIVE AGENCY

Subject to your agresment and that of Nigel Lawson it is my
intention to establish Warren Spring Laboratory (WSL) as an
Executive Agency at the beginning of next month. I anclose a
copyY of the draft policy and resources Framework Document
which has been cleared by OMCS and Treasury officials, and
also by the Cabinet 0ffice, in line with the procadares for
establishing Agencies. We have alss consulted the DTI Trade
Unions on lts contents., A similar process has been Followed
in the case of NWML which is a much smaller laboratory, and
which Is accordingly seeking few additional freedoms or
financial flexibilities. A copy of its draft Pramework
Document is also enclosed. I understand it is acceptable to
OMCS and Treasury officials., I will ba writing to you shortly
with our proposals in relation to the NWML Chief BExecutive.

The Framework Document gives WSL a number of freedoms and
delegations which will help it to provide a better service to
customers and to provide better value for money to the
taxpayer. The key feature of the Framework Documsnt is,
nowever, the establishment of an arms length
customer-contractor relationship between WSL and DTI. Our
laboratories have operated in this way for some years with
other Government Departments, But it will be a new and
important departure for the way in which research is
commissioned in laboratories by their parent Departments. Aas
such it has involved us in detailed discussion with the
Treasury and also the Cabinet QOffice on the way in

which it will work. The Framework Document sets out the way

ke 'f
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the department for Enterprise

-in which it will be operated within WSL and my officials have
explained to yours the sort of changes which we propose to
make to the DTI's Budget Committee arrangements to ensura that
the new customer=-contractor relationships are truly arms
length.

I intend to announce the launch of WSL as early as possible
next month in Stavenage and I hope that you and Peter Eemp
Wwill both be able to attend. We shall alsoc be issuing a Press
Notice. 1 would draw your attention to my foreword to the
Framework Document, in which, as you see, I lay emphasis not
only on value for money but also on the guality of service
which I expect WSL to provide following ite establishment as
an Agency. I ragard the latter as being particularly
important since the promotion of best practice and stimulation
of good management are every bit as important in the Civil
Service as they are in the private sector.

WSL already enjoys an excellent reputation both in this
country and overseas Eor its work in monitoring and combating
pollution and improving the quality of the enviromment., This=
reputation owes much to the gualities of its present Head,
John Reay. He is 56, a chemist by training and he came to the
DTI in 1968, after starting his career in the private sector
with Scottish Agricultural Industries Limited, part of ICI.

He has led the laboratory well since 1985 and has successfully
planned both the reorientation of the laboratory in line with
my policy review last year and alsc the transition to agency
status. I have considered whether it would be sensible to
seak to recrult someone Erom outside the Civil Service

for the Chief Executive appointment., But I have concluded in
view of John Reay's record, and alss af the Fast that the
introduction of customer-contracter relationships batween
laboratories and Departments will reqguira knowledge of how
these work - and of the improvemants we are sesking, makes it
desirable for us to appoint John Reay as the first Chief
Executive. His appointment would run for 3 years from April
1989,

I should draw your attention to the fact that DTI regards it
as crucially important that the new customer-contractor
relationship being established for WSL should be accompanied
as soon as possible by a new net administrative coat and
control system which would require the laboratory to match the
respurces which it devotes to research to the income which it
can generate from orders. I understand the Trasasury while
sympathetic to the idea of a net operating cost regime is not
ready to agree to the introduction of such a regime before

—
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the deparvment for Enterprise

‘1 April 1950. This would allow the new systems to ran for a
year without such a regime. I am prepared, reluctantly, to
accept this but I hope that Treasury collasagues can agrea in
principle that such a regime should apply Erem the beginning
of 1980/91. I am sure that I can satisfy the Treasury that
this is the right way forward. Bevond that we will need to
consider WSL for Agency Fund status.

Following its establishment as an Executive Agency WSL will be
preparing a new corporate plan for consideration by its
stesring board which will be submitted to me for my approval.
I intend to strengthen the steering board by the appointment
of three independent (ie private sector) members. Its kay
tasks will be to examine WSL's strategy as proposed in its
annual corporate plans and advise me on whether it is
realistic; and egually important, to monitor the performance
of the labeoratory in-year. The private sector members will
play a particularly important part in assessing whether the
laboratory's performance measures, which will supplement the
key disclpline of matching expenditure with income gained
under the new customer-contractor relationship are
appropriate; and whether the laboratory's performance against
them i3 satisfactory.

I am copyling this letter to the Prime Minister and
Nigel Lawson and to Sir Robin Butler, John Fairclough and
Feter Kemp.
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Foreign and Commonwealth Office

London SWI1A 2AH

20 March 1589

P44BF#ﬁ
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Approval of Major Capital Projects

The Foreign Secretary was grateful for the Chief
Secretary's letter of 8 March proposing an increase in the
size of capital projects which reguire approval by a
Treasury Minister. The Foreign Minister is content with

this proposal.

] am copying this letter to the Private Secretaries
to the Prime Minister and all Ministers in charge of
departments, Sir Robin Butler and Sir Angus Fraser.

—Staphi

J 5 Walll
rivate Secretarty

{
B

s Jill Rutter

PE/Chief Secretary to the Treasury
Treasury Chambers

Farliament Street

LONDON EW1P 3AG
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10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary 13 March 1980

The Prime Minister was grateful for
your Minister's recent letter enclosing
information on the Bridge Programme, which
she has noted.

[PAUL GRAY )

Andrew Heyn; Esqg.;
Office of the Hon. Francis Maude,
Department of Trade and Industry.
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MAHAGEMENT IN CONFIDENCE

-

) f‘;‘/a'
Treasury Chambers, Parliament Street, SWIP 3AG

The Rt Hon George Younger TD MP
Secretary of State for Defence
Ministry of Defence

Main Building

Whitehall
Liondon
SW1R ZHB | ¥

Z

DEFENCE RESEARCH AGENCY ./

" March 1989

(' o=

Thank you for your %F{EEI of 7 March.

We are agreed that the programme of work over the next two years
will include a close examination of the scope for transferring to
the private sector the individual assets, functione and activities
of the Research Establishments. As regards the announcement, I am
content to proceed on the basis you propose on the understanding
that the terms of the PQ will not constrain or inhibit this work.

I am copying this letter to the Prime Minister, other OD and E(ST)
colleagues and to Sir Robin Butler, Sir Angus Fraser and Mr Kemp.

fous







10 DOWNING STREET

LONDON SWIA ZAA
From the Principal Privare Secretary 12 March 1989

VALUE FOR MONEY TARGETS:
DECISIDONS ON STATUTORY PROPOSALS

ima Minister has s58en.vour Becretary of -State's
23 Pebruary. She has endorsed the more ambitious
posed for reaching decisions on statutory
cloga LEA maintalnad schanls. She hag alse
applications for grant maintained status will
take somewhat longer to be decided.

] am copying this letter to Sir Angus Fraser
tEfficiency Unit).

ANDREW TURNBULL

Tom Jaffery, Esqg.,
Departmant of Eduecstisn and S5ci1ance.
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GOVERNMENT AND BUSINESS INVESTING IN EACH OTHER

The Rt Hen M Thartcher MNP Fepartment of Trade & Indusktry
Tauge of CoORDOns 1 = 19 Viptoria SErast
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dugr Prime Hinigter

We have this week launched a new initiative to improve understanding between

e

Governmant and business. It is called the Bridge Frogramme, and 1t will wark
s ————

brincizalily by giving @ major Poost to secondmsEnts and job eXchHanies betwaen the
iwil Bervice and business. It will improve practical skills ané understanding
n both sides and will be implemented by every Whitehall Department. In my own

Departmant, for eXample, within five vears evary offical gt Grade 3 and soove
Will have had scme involvemant in the business world either by secondment or oy

8 Ron-EXeCutive directorship.

Servants and people i business 9o to grfast lengths o axplain thair points
tlew to each other. Bat they¥ do not always Sully understand each other'is
i 8BNS priorities. We want to help build that awsreness by sendizg more
Brvants La work if companies to Let them see far thansalwvas how bluziness
But this should be a two way process. We also want to Gée mMore people
Eilness QBTLING Tiret hand experience of working in Gavernment Deparcmants.

Ofedt benefite for business Ifrom this programme. I:2-is aatirely
AT Civil sRrvants should dnderstand business. And businesses
CWN @Epidyess delting experience of government. The Bridge
Programms: Ras a fl Le approach, with the lengch and terms of secondmentcs

tailored to the needs of the conpanies and individuals concerned,

nelogsling & folfer which showe the range of opperiunities availabie under she
Prooramme. JIhis is Deing sent to 15,500 firms nationwide. You will see rthat




each Department has drawn up its own action programme. The purpose of our publicity
campaign le to alert companies throughout THE COURLTyY oo the opportunities. We hope
especially that medium-sized and small firms will wan: &0 pDarticipate.

I hope that vou will take any opportinity to sficourage businesses in your
constituency to participate in this programme. Companies who are {interested should
be in touch direct with the Government Departments that they think would ba most
suitable for them. The contacte and telepheone numbera are listed by Deparimant on
the cards in the folder and the full list is on the inside cover of the folder.

I1f you Dr Ccompaniss in your constituency have any general guestions about the
Bridge Programmé, of if ¥ou would like more copies of the information folder, Janet
Whiting in the DTI's Enterprise and Deregulaticn Unic would be pleased to Halp.

Ene can be contacted on 01-215 5271.

TOUTrE @wvar
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THE WORE OF THE EFFICIENCY ADVISER AMND THE EFFICIENCY UNIT

The Secretary of State has seen your letter of 14 February about
this to Sir Angus Fraser.

He has commented that he strongly agrees with the Prime
Minister's emphasis on Departments developing coherent strategies
for management and efficiency, with the Efficiency Unit working
alongeide Departments to achieve thisg.

The Secretary of State also agrees that the Unit has a particular
role in carrying through reviews of matters which are common
across Departments. One issue in this category which he
particularly feels would repay attention is that of surplus land
and housing held by Departments. The Treasury already set targets
for Departments’ disposal receipts, as part of the Public
Expenditure Survey. The Chancellor recently spoke to the
secretary of State about what more could be done to maintain the
momentum of disposals. He has considered this, and feels that a
cross-Departmental scrutiny of the different arrangements for
identifying and disposing of surplus land and houses would
provide a2 useful stimulus to Departments in managing their
property assets and dieposing of those that are no longer needed.

The Secretary of State has written separately to the Chancellor
outlining this suggestion - I attach a copy of his letter of
28 February.

Finally, the Secretary of State notes the proposals for the Unit
to look at Departments’ systems for securing efficiency in areas
where the Government has respongibility for major policy but no
direct control over the delivery of service. On this, the
Department is currently carrying out an Efficiency Scrutiny of
our conkrols on the running costs of Sponsored Bodies; and we
will alsc be taking part in the cross-departmental scrutiny of
Government support for the Voluntary Sector. On the local
government side, the Audit Commissicn is our main instrument for
aoverseeing local authority efficiency and promoting good




practice. But the community charge and the reforms in the current
Local Government and Housing Bill are of course designed to
produce strong in-built disciplines for efficiency. It will take
time for these reforms to te work through, and my Secretary of
Etate does not believe in pulling up tender rocts to see how they
are growing.

The Secretary of State welcomes the opportunity to discuss
progress on efficiency issues with 5ir Angus, and is pleased to
know that these periodic meetings will continue.

I am copying this letter to the Private Secretaries to Members of
the Cabinet, other Ministers in charge of Departments and to Sir
Robin Butler.

' F

4 ;
3
B BREIGHT ‘:I

Private Secretary
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The Rt Hon Migel Lawson MP

HM Treasury

Parliament Street

LONDOMN

SW1 3AG 24 February 1989

During our discussion on 18 January we touched on the subject of the
surplus land and dwellings held by Government Departments. I
promised to write to you with thoughts on further action we might
take. Since then John Major, in hie minute of 6 February, has drawn
attention to shortcomings in Departments’ systems for managing these
assets. And I have now reviewed progress with the benefit of the
latest information from my registers of unused and underused
publicly owned land and the initiatives we are pursing to get empty
dwellings back into use.

On the local authority fronmt, I consider that we are doing as much
4 we can on unused land. We are pressing them to heed the advice of
the Audit Commission’s report last year on Property Management, we
are maintaining incentives to the disposal of assets in the new
capital control arrangements, we are agreeing a code of practice
under which they will themselves publish annually details of their
holdings of unused land and we shall shortly be relaunching the
scheme whereby the public can request me to use my powers to direct
disposal of sites on the land register. That is a formidable set of
sticks and carrots. I should also add that we have in hand a joint
exercise with local authorities assessing the type and number of
empty council dwellings. This is part of the strong pressure we aras
putting on them to reduce their void level to maximise use of etock.

For nationalised industries the latter twe measures will also apply.
Privatisation is also an important measure in securing better
property management.

That leaves Government Departments and their agencies. It is there
that I consider we need to make a new and determined effort to
ensure that all Departments not only carry out Government pelicy of
disposing of surplus assets promptly but also have in place
effective property management systems. On the housing side we are
particularly vulnerable as the percentage of empty Government
dwellings and those owned by other agencies is significantly higher
than in any other sector. Given the ?evel of housing demand and the




pressure we are putting on lecal authorities to reduce their
empties, I am anxious that we are seen to be making efforts to put
our own house in order. Unfortunately the information we have
available is limited as no register of empty dwellinge, comparable
to the land registers is mavailable. The problem is further
compounded by some Departments retaining large numbers of empty
dwellings for operational purposes, which do not appear in their
disposal plans. On the latter, however, we are exploring
possibilities for using the empty stock on a temporary basis to ease
homelessness.

You indicated that you were prepared to take the lead in this matter
by holding a meeting with colleagues. I suggest that they be asked
to undertake a special exercise to identify and dispose of
surpluses, setting targets in terms of numbers of acres and
dwellings. This would be a means of focusing their minds on the
problem. The exercise should also include more detailed information
than currently available on their surplus and empty dwellings. You
may also like to consider if the subject is an appropriate one for a
Rayner scrutiny of Departments’ practices across the board,
preferably immediately, or later in the light of the results of the
new initiative,

Local authority land holdings, are an important part of the overall
picture and I should be happy to discuss that aspect further with
you. But I suggest that they would not be an appropriate topic for

the above meeting. (Apart from the territorial departments,
colleagues have no direct responsibility for local authorities.)

My attached summary of the record of disposals by Departments over
the last few years, as reflected in the land registers, could
provide a basis for such a meeting. But note that the figures are
not directly comparable with those assembled for John Major’s
exercise: the land registers cover England only and they deal with
unused and underused land, which is not always the same as surplus
land; we depend upon Departments to give us land register
information and suﬂfect that the fiqures are indicative rather than
definitive; and dwellings do not feature on the registers though
they do in your Department’s figures. We ought to make sure we know
how many dwellings each Department has which are surplus and the
number they are holding empty for operational use. Could they be
asked to prepare such figures for the meeting?

NICHOLAS RIDLEY







UNUSED AND UNDERUSED LAND OWNED BY GOVERNMENT DEPARTHMENTS IN ENGLAND:
DISPOSALS 1934-88
Acres
Departaent Total Holdings on land
digposals registers 31.12.1988
1084-88
Health 1,278 4,400
PSA 5 oy 1,000

Defences ' } 1,670 TO0

Transport : L 112 380

Energy 39 140

Trade &
Industry €9

TOTALS
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ANDREW TURNELLL <¢ Professor Griffiths

COMMENTS DN MINUTE FROM KENMETH BAKER TO THE PRIME MINISTER ON VFM
TARGETS FOR DECISIONS ON SCHOOL CLOSURES ot A2

-

I suggest that you reply to Kenneth Huker'ﬁrpﬁhﬂte of 23 February on
the following lines:-

“The Prime Minister was glad to see an improvement in the
timetable for deciding on statutory closure proposals without any
loss in the guality of the decision making process. She accepts
that the timetable will be different where an application for
grant majintained status has to be considered at the same time.
The central objective of reducing unnecessary school provision
and redirecting resources Trom unproductive to productive areas
must always be borne in mind."

f.“,.,-"_

DON BRERETON
9 March 1983







cet.ps/15jmB. 3 1lets

-

. AL S,
Treasury Chambers, Parliament Street. SWIP 3AG

The Rt Hon Sir Gecffrey Howe QC MP
Secratary of State for Foreign Affairs
Foreign & Commonwealth Office

Eing Charles Street

Lendon #;

SW1A
2 Qﬂ * §

AFPROVAL OF MAJOR CAPITAL PROJECTS A m A

You may recall that, following a reqﬂﬁnendﬂtiun by Sir Robin Ibbs
in 1985, it was agreed that capltal projects over E25 million
should be approved by a Treasury Minister, in response to a
gubmission from a Minister in the department concerned.

Harch 1989

I am writing to propose that this threshold should now be raised
to E50 millieon.

This is for two reasons. First, the present arrangements for
approval of large projects by Treasury Ministers were introduced
in support of a wider set of measures to improve the managemant of
major capital projects. These wider measures are now increasingly
wall established in departments. Second, following the increase
in construction prices since 1985, largely because of the
continuing strength of investment demand in the private sector,
and with the imposition of VAT on non-domestic new construction
from 1 April this year, the number of projects requiring approval
under these arrangements is becoming excessive. A new threshold
of ES50 million would, I believe, be pitched at the right level,

I should add that this proposal has no implications for the
delegated limits to departments below which capital projects do
not need to be submitted to Treasury expenditure divisions. These
limits will continue to be separately reviewed. Nor does it apply
to defence eguipment, for which 1limits have been separately
agreed.

I should be very grateful if you could let me know by "17 March
whether you have any difficulties with this proposal, which has
the support of the Efficiency Unit. If you and colleagues are
generally content, the new threshold might be introduced with
effect from the start of the 1989-90 financial year.

I am copying this letter to the Prime Minister and to all
Ministers in charga of departments, and to Sir Robin Butler and
Sir Angus Fraser.
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Thank you for your letter of 2nd March.

I can confirm that over the next two years both the MOD
Implementatien Team and the Chief Executive (Designate) will be
examining very cleosely the placing of research activities in the
private sector wherever it is feasible and econcmie to do so.

- i

However, as I made clear in my letter of 21st Féhruary, I am
not prepared to include this peoint in my announcement. To do so
at this time will seriously demoralise a workforce who are already
apprehensive on this point and who are critical to the Defence
interests for which I am responsible. It would also endanger our
important research exchanges with the USA and is in any case
unnecessary since you already have my assurance that the necessary

gtudies will be undertaken.

Time is moving on and these exchanges have already cost us
several weeks. Any further delay will inevitably lead to a
postponement in the creation of this agency and I must in any case
make an announcement before the Easter Recess in order to set in
place a number of senior management changes for the new financial
year. I am therefore arranging for the PD te be answered next

weeak.

The Rt Hon John Major MP

MANAGEMENT IN CONFIDENCE




I am copying this to the Prime Minister, other OD and E(8T)
colleagues and to S5ir Robin Butler, Sir Angus Fraser and Mr Kemp.

o ante

George ¥ ger







10 DOWNING STREET

LONDON SWIA 2AA

From the Private Secrelary 2 March 1989

VALUE FOR MOMEY SEMIHMARS

Since there have been s0 many changes, I thought I
ghould write to confirm the seminars which have bBeen
get up between now and the end of the summer session.

k. Monday, 24 April 1500-1&00
Department of Social Security

Tuesday 16 May 1130-1230
Treasury

Wednesday 14 June 1600-1700

Ministry of Defence (Procurement
Executive

Wednesday 19 July 1600-1700
Home Office

I can also confirm that 5ir Angus is in the diary for
half an hour before each seminar.

MRS AMANDA PORSONBY

Misgs Anne Rhys
Efficiency Unit
Cabinet Difice
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The Rt Hon George Younger TD MP
fecratary of State for Defence

Ministry of Defence

Main Building

Whitehall

London :2 :

SW1A 2HB March 1989

ik

DEFENCE RESEARCH AGENCY

Thank you for your letter of 21 February. I have also seen
Richard Luce's letter of 17 February.

Your officials - have sent mine the Terms of Reference of the MOD
Implementation Team. I understand that one of the
responsibilities of the team in the period over the next 2 years
will be:

"examining the scope in the short or longer term for
activities to be carried out Dy the privaie sector orf by
contractorisation®

I would be content to proceed on the basis that this work will
include examining the individual activities, functions and assets
of the Establishments to identify those which could be transferred
to the private sector. After an Agency is established, we will,
of course, need to continue to Jlook at privatisation and
contractorisation as you suggest.




CONFIDENTIAL

I hope you can agree to proceed on this basis. It will require
some amendment to your draft PQ. I suggest a new penultimate
sentence as follows:

*One of its responsibilities will be to examine the scope for
transferring activities, functions and assets of the
Establishments to the private sector.'

I am copying this letter to the Prime Minister, other 0D and E({5T)
colleagues, and to Sir Robin Butler, Sir Angus Fraser and Mr Eemp

fo




CONFIDENTIAL

10 DOWNING STREET
LONDON SWI1A 2AA

Fromi the Principel Private Secretary

TEEVOR WOOLLEY
CABINET OFFICE

.

FUTURE OF COUNTRYSIDE BODIES

At the Prime Minister's VFM seminar last Octobar on the
Department of the Environment it was envisaged that there
would be an efficiency scrutiny into the three Countryside
Bodies. Mr. Ridley has now minuted the Prime Minister saying

that, instead of an efficiency secrutiny, he has conducted an
internal review from which emerge some proposals for
recrganising these Bodies.

I would be grateful to know whether the Cabinet QOffice have
any views on these proposals from a Machinery of Government
point of view; and whether the Efficiency Unit are content
that the proposed scrutiny has been replaced by an internal
raviaw.

ANDREW TUORNBULL
1 March 19849

KAYART

CONFIDENTIAL




PRIME MINIETER

Value for Money Targets: Decisions on Statutory Proposals

ey -

]

x. Following our discussion cmb}j“januarF I have looked
again at the scope for reaching more rapid decisions on
gtatutory propoeals to close LEA maintained schools, with a
view to setting more demanding targets. /MGoficlusion s that
it should be possible to improve on existing targete and to
reach decisions in all cases no more than three months from

s
tha axpiry of the statutery period of notice and five months

o ————

from-the publication of the proposals.
—_—

2, T entirely share your concern to improve on the time

taken to reach decisions in these case:z. The new target would

be the maximum périod for deciding propeosals. It is one month

ke8s than_the target recommended by Sir Angus Mitechell in his

1987 Borutiny report: and it would represent a substantial

reduction in the average time for decisions.

s I would like to set even tougher targets but I have
to bear in mind that proposers have a statutory right to
comment on objectiocns up to one month from the end of the
pericd of notice. Thi=s means that it 15 often three months
before the Department has the necessary information. My new
target assumes that Department action is completed within
four weeks and that Minister reach decisions within a similar
period.

4, I agree that it would be right to take a tougher line
with Members wishing to bring deputations or make personal
representations outside the period of notice and I have asked
John Butcher to explain to colleagues the reason for this new
approach.




5. It will not be possible, however, to set similar
targets for the consideration of statutory proposals which
are linked with applications for grant maintained status.
This ies because an application to opt out must be considered
gimultaneously with a proposal for closure, and decided
firet; and because an application for GM status can be made
at any time up to the point of decision on the closure
proposal .

&, My dinternal target for decisions on GM school

applications is three months from the date of publication and
: ———— - —

I would like to review it againet the rate of increase in

rappllcatiﬂns for GM status. I1.do.not yet proposa to publish

this target and if pressed my position would be to guarantes

dacisions within four months.

T I will be writing separately about the other issues

which we discussed.

KB Z%4February 1989
DEFARTMENT OF EDUCATION AND SCIENCE

Pa.

You will have s=sen that I was able o anncunce yesterday the
approval of the [irat two GM achools, in sach case less Lnan a
month from thea end of the period of notice and less tham 3
months from She publication of the proposals. Attachad is a
table showing the relevant dates in each case.




28G3-63

Audenshaw High School

Ballot Result
Proposals Published

Announcement

Skegness Grammar School

Ballot Result 2.11.88

Proposals Published - 30.11.88

Announcemant - 22. 2.89
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DEFENCE RESEARCH AGENCY

Thank you for your letter of 10th February. I am glad to know
that you agree with the thrust of what I am proposing for the
Research Establishments.

As regards your point on the programme of work, I have asked my
officials to re-circulate the Action Flan and the Terms of Reference
for the Chief Executive (Designate) and the MOD Implementation Team.
These have already been discussed in an inter-departmental group
chaired by Mr Femp, with which your cofficials were involved;

I understand that Mr Eemp has confirmed that he is content that the
papers cover all the points he would wigh to see included. I attach

as reguested a copy of my proposed announcement.

I am surprised at your comment about privatisation. This has
already been discussed at some length by our officials and, as I have
made clear, I have considered the possibility carefully. The ability
of my Department to act as an "intelligent customer"™ for defence
equipment relies heavily, and would continue to do so after the move
to the Agency, on objective technical support and advice Erom the
Research Establishments. The future availability of this support -
which in some areas 18 of the highest security - could not be assured

The Rt Hon John Major MP

MANALEMENT IN CONFIDENCE
1




if the Establishments were sold on the market, and I would not regard
special share arrangements as offering sufficient guarantees. Nor
could we count on the continued co-operation in research from our
allies - in particular the United States - from which, as I have
said, we are the net beneficiary. I would also be strongly opposed
to subjecting the staff of the Establishments concerned to what

I regard as an unnecessary and probably prolonged period of
uncertainty about their future.

For these reasons, I wish to make it clear in announcing the
plans for further work that the Agency would be established in the
public sector; otherwise the wrong signals would be given to both
allies and industry.

I would add that under present arrangements parts of the defence
research programme are placed with industry by the Research
Establishments. Outside contractors are also employed to operate a
range of facilities. The further work to develop the Agency will
include, as an important aspect, examining how involvement of the
private sector could be extended either by more contractorisation or
by competition. The Terms of Reference of the Chief Executive
(Designate) and of the Implementation Team make this clear. 1In
addition, as I said in my earlier letter, I do not rule out looking
again at privatisation, in whole or in part, at a later date when the
Agency has establizhed itself.

I do not wish to lose momentum; and I am keen that staffs
should now proceed without further delay with all the work and
planning that will be needed to bring the Agency to fruition. But my
primary concern must be to safeguard our vital defence intereste.

I do not think that the outstanding issue between us is capable of

resplution by officlals. 1If, on reflection, it still causes you

difficulty, I propose that we meet.

MANAGEMENT TN CONFIDENCE
2




I am copying this letter to the Prime Minister, other OD and
E(S8T] colleagues, and to Sir Robin Butler, Sir Angus Fraser and
Mr Femp.

Ana

l

e

George Younger

MANAGEMENT IN CONFIDEMCE
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MANAGEMENT IN CONFIDENCE
CONFIDENTI1AL

DEFENCE RESEARCH AGENCY - Text of Inspired PR

A N Other, MP = To ask the Secretacry of State for Defence,
whether he will ceport Progress on the proposal to establish
the Defence non-nuclear Research Establishments as an

Executive Agency.

Draft Answer

I accept that change is needed in the way defence
research is organised in order to obtain better value for
money f[or ouc expenditure on defence research and project
Support. I consider that this could ba best achieved through
a shacrper relatlionship between the customers for and suppliers
of defence research and Dy better focused and strengthened

internal management in the Establishments.

2. I have therefore decided to establish the four main
non-nuclear Research Establishments - the Admiralty Research
Establishment, the Royal Aecospace Establishment, the Rovyal

Armament Research and Development Establishment and the Royal

Signals and Radar Establislment - as a single organisaticn,

with the intention Lhat they should becomas an Executive Agency
under the Covernment's Next Steps policy. [Other related parts

of MOD may also be Included following current Studies, )

MANAGEMENT IN CONF1DEN(




MANAGEMENT 1N CONFIDENCE
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s There will be Full consultation with Trades Unions. I

am also ‘taking steps to select and appoint, by open

competition, a Chief Executive (Designate), who will be
responsible for day-to-day management of the organisation and
for developing a comprehensive management plan For the
Proposed Agency in response to MOD requirements. In parallel,
an Implementation Team is being set up in MoD charged with
overall coordination of the project. Final decisions to
proceed and on the status of the Agency within the public
sector will be taken In the light of this furthecr work, with

the aim of establisiing the Agency in the spring of 1991.

MANAGEMENT 1IN CONFIDEMNCE
CONFIDENTIAL







10 DOWNING STREET
LONDON SWIA 2AA

From the Principal Privale Secretary

S5IR ANGUS FRASER
EFFICIENCY UNIT

THE WORE OF THE EFFICIERCY ADVISER AND THE EFFICIENCY UNIT

The Prime Minister discussed with vou your tasks and the work
programme of the Efficiency Unit.

The Prime Ministar emphasised that she continues to attach a
high priority to improving management, reducing costs and
improving effectiveness, and considers it essential Eor the

Bfficiency Unit to continue their work in developing the use
of scrutinies to improve the delivery of Government programmes
and policies, both within Whitehall and, more widely,
throughout the pablic sector.

The Prime Minister looks forward to continuing her programme
of discussions with Ministars on value for money in their
departments. She also emphasised the importance she attachas
to your annual discussions with Ministers and thair Parmanent
Secretaries about the targets and scrutinies planned for each
Department. She agreed that greater amphasie should be put on
the development of a coherent departmental strategy for batter
managemant within which the use of targets and scrutinies
should be an integral part.

The Prime Minister looks to you to rapresent her interest in
s@curing substantial improvements in the management of the
pablic service. In particular, she would like you to work
with Ministers to:

develop the departmental strategies for better
managamant ;

us2 scrutinies and targets to ensure improvement in the
daeliveary of spacific results and gervices, not least
sarvice to the pablics

look at specific areas of activity within Government
which raise guestions of management and effectivenass.




In particular, the Prime Minister suggested that tha
Efficiency Unit should explore the issues of effectiveness,
accountability and value for money within the EC which you
discusged with her. She agreed that there should be
discusslion of a programme of reviews of important matters
which were common to the Civil Service as a whole and which
needed to be addressed as the implications of the Next Steps
initiative becam= clearer. 5She also agreed that the Unit
should look at Departmental management of arrangemsnts [or
areas of expenditure where the Government had responsibility
for major policy but had little direct control over the
delivery of service.

You should report directly to the Prime Minister on all this
wors and sesk her perscnal invelvement wherever you think it
necessary. You should also work closely with the Head of the
Home Civil Service.

I am copving this minute to Ehe Private Secretarisz to Membars
of the Cabinst, other Ministers in charge of Departments and
to S5ir Robhin Butler.

KA

ANDEEW TURNBULL

14 February 1989
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MR TURNEULL cc Sir Robin Butler

attach a final draft of a2 possible remit on work of the Efficiency
Unit and Adviser. : o =i
It would be convenient if the eventual minute could be issued on Monday
20_February, as I shall be attending the Permanent Secretarjes’ -y

Wednesday morning meeting later thal week. -

e — il

Ll

r_. ]ﬁ AMGHS FRASER
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DRAFT LETTER FROM ANDREW TURNEBULL TO ANGUS

THE WORE OF THE EFFICIENCY ADVISER AND THE EFFICIENCY UNIT

The Prime Minister discussed with you wvour tasks and the work programme
of the Efficiency Unit,

The Prime Minister emphasiscd that she continuwes to attach a high
priority to improving management, reducing césts and improving
effectiveness, and considers it essential Tor the Efficiency Unmit to
continue their work in developing the use of scrutinies to improve the
delivery of Government programmes and policies, both within Whitehall
and, more widely, throughout the publit sector.

The Prime Minister looks forward to"continuing her programme of
discussions with Ministers on valye for money in their departments.
She also emphasised the importante she attaches to your annual
discussions with Ministers and their Permanent Secretaries about the
targets and scrutinies planned for each Department. 5She agreed that
greater emphasis should be pat on the development of a coherent
departmental strategy for better management within which the use of
targets and scrutinies shguld be an integral part.

The Prime Minister looks to you to represenmt her interest in securing
substantial improvements in the management of the public service. In
particular, she would Tike you to work with Ministers to:

- develop the/departmental strategies for bettér management

= use scrubinies and targets Lo ensure improvement in the delivery
of specific results and services, not least service to the public

- look at specific areas of activity within Government which raise
guestigns of management and effectiveness,

In particular, the Prime Minister suggested that the Efficiency Unit
cshould explore the issues of effectiveness, accountability and value
for mongy within the EC which you discussed with her. 3She agreed that
there should be discussion of a programme of reviews of important
matters which were common to the Civil Service as a whole and which
needed to be addressed as the implications of the Next Steps imitiative
became clearer, She also agreed that the Unit should Took &t
Departmental management of arrangements for areas of expenditure where
the Government had responsibility for major policy but had little
direct control over the delivery of service.

You should report directly to the Prime Minister on all this work and
seek her personal involvement wherever you think it necessary. You
should also work closely with the Head of the Home Civil Service.

Il am copying this minute to the Private Secretaries to Members of the
Cabinat, other Ministers in charge of Departments and to Sir Robin
Butler.
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Treasury Chambers, Parliament Street, SWIP 3AG

Coh)

The Rt Hon George Younger TD MP
Secretary of State for Defence 1?}2,
Miniatry of Defence

Main Building

Whitehall

London

SWiA 2HB |0 February 1989

DEFENCE RESEARCH AGENCY thwf?
Thank you for your lprfgr of 31 January.

It is clearly desirable to improve efficiency and wvalue for
money in this area. 1 share your view that the key changes
required are a sharper relationship between customers and
suppliers and improved internal management.

I am gquite content with your proposal to merge four of the
Establishments and to conduct a programmea of work with a wview to
this organisation becoming a “Next Steps” Agency. It will be
important that this programme of work covers the list of issues
that Peter Kemp, the Next Steps prcject manager, sent to your
officials on 23 December. I would be grateful if an action plan
based on this 1list could be sent to my officials as a matter of

urgency.

I am also content with your proposals to recruit a Chief
Exacutive (Designate). It weould helpful if hia terma of
reference, and those of the MOD implementation team, could be
agreed between our officials. I would also welcome the
opportunity to see your proposed anncuncement in draft.

My only reservation concerns the way you propose to handle
privatisation. The guidance on establishing agencies which was
agread by Cabinet sets down the nead to consider tha alternative
of privatisation. The Prime Minister alsc made this clear in a

written PQ on 24 October.

page 1
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In your letter you advance threa arguments &g t
privatisation. The first two do not, however, ugpear to rule out
partial privatisation and the third could be handled by a special
share which gave us powers to prevent an unwelcome takeover.

I do not think we are currently in a position to take this
debates forward. We need a fuller and more detailed analysis of the
privatisation option. I, therefore, suggest that, as part of the
programme of work to be undertaken, our officials should examine
the case for privatisation and contracting out. A suitable form
of words defining the necessary work is contained in paragraph 3
of Mr |FKemp's 1list of issues. Until this work has been
undertaken, and we have had an opportunity to consider it, I must
ask you not to say to the staff that the organisation/Agency will
be in the public sector. The work on privatisation need not, of
course, hold up your plans to merge the four Establishments and to
recruit a Chief Executive (Designate).

I am copying this letter to the Prime Minister, other OD and
E(ST) colleagues and to Sir Robin Butler, Sir Angus Fraser and

Peter Kemp. »f S % (‘PM'&L

JOHH HAJOR
{Aﬁsrnvnd by Chiaf Secretary
a

signed in his absence))

page 2
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MRS. PONSONBY

VALUE FOR MONEY SEMINARS

Pleasa see the attached note which Andrew Turnbull gave me about
setting up future Value for Money seminars. I have done those
for the Home Office, Social Security, MOD and Treasury which
takes us up to the end of the summer session. I attach a copy

of my note to Kate Jenkins about this for your information.

I have not done the other threes which will need to ba Fitted

into September/October, November and December and suggest that

you might do these once you have written in the diary for this

period (ask Janice to bring up on a suitable date to remind).




10 DOWNING STREET
LONDON SWI1A 244

i e ¢ February, 989

VALUE FOR MONEY SEMINARS

This is just to confirm the four Value For Money Seminars
which I have set up between now and the end of the summer
session:

0 Tuesday 25 April

Tuesday, 16 May
100.00=1 3144
Daparcment-of-Seocial-Security

Waednesday, 14 June
1600-1700
Ministry of Defence

Wednasday, 19 July
Led0-L700
HM--Traagury

As usual, I have reserved the half hour just prior to
each of these seminars for S5ir Angus to come and brief the
Prime Minister. I will be writing to each Department concerned
to confirm the seminars.

{Mre. Tessa Galisman)

Mizsgs Kate Jenkins,
Efficiency Unit.




10 DOWNING STREET
LONDON SWIA JA4

Fromy the Private Secretary
3 February, 198%9.

*his 1s Just to confirm the VFM Seminar
which has been fixed for Wednesday, 19
July, at 1600-1700. I understand that
the Secretary of State and the Permanent
Secretdry attend these seminars frem vour
Department, and Sir Angus Fraser from the
Effici:ency Unit will alsoc ba there.

{Mrs. Tessa Galsman)

Mrs. -4lie Thorpe,
H Tirzd3UrLy .




1O DOWNING STREET
LONDON SWIA 144

Fremp it Frivate Secresgry

9 February, 1989.

this is just to confirm the VPM Seminar
whi. 1 has bean fixed for Wednesday, 14
Jun= at 1600-1700. I understand that
the -2cratary of State and the Permanent
Secyr=tary attend these seminars from your
Depa-tment, and 5ir Angus Praser from the
Eff:.-iency Unit will also be there.

[Mrs. Tessa Gaisman)

iue Ambler-Bdwards,
-2y of Defence.




10 DOWNING STREET
LONDOMN SWIA ZAA

From the Privafe Secretary 9 Pebruary, 1989
2 ; 3

Thiz is Jjust to confirm the VFM Seminpar
which has been fixed for Tuesday, 16 May,
at 1000-1100. I undergstand that the Sscretary
of State and the Permanant Secretary attend
these seminars from vour Department, and
Sir Angus Fraser from the Bfficiency Unit
will alzo be there.

iMrs. Teszsa Gaisman)

stuart Lord, Esg..
Department of Sccial Security.




1O DOWNING STREET
LONDON SWIA 2a8

From the Privaie Secrelfory 9 Pebruary, 1949.

This is just to confirm the YVFM
whnich has been fixed for Tuesday, 25
at 1000-1100. I understand that the
of State and the Permanent Sacretary
these seminars from your Department,
Sir Angus Frasar from the Efficisncy
will alse be thera.

Seminar
April,
Secretary
attend
and

onit

IMrs. Tessa Gaisman)

Ms. Helen Murray.
Home Office.




I‘ MRS. PONSONBY

VALUE FOR MONEY SEMINARS

Please see the attached note which Andrew Turnbull gave me about
setting up future Value for Money seminars. I have done those
for the Home Office, Sccial Security, MOD and Treasury which
takes us up to the end of the summer session. I attach a copy

of my note to Kate Jenkins about this for vour information.

I have net done the other three which will need to ba fitted
into September/October, November and December and suggest that
you might do these once you have written in the diary for this

period (ask Janice to bring up on a suitable date to remind).
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ME TLEKEULL ce Sir Robin Butler

FURTHER WORK OF THE EFFICIENCY ADVISER AND EFFICIENCY UNIT

I attach a draft of a letter setting out a remit. This 15 for
information only at this stage, since I would like to wait until after
a discussion ! am having with Sir Robin Butler et al next week on the
prospective prograsme of reviews of the Civil Service before finalising
the draft.

f?%;xfxf}ﬂ

ANGUS FRASER
3 February 198%




DRAFT LETTER FROM ANDREW TURNBULL TO AMNEUS FRASER

THE WORK OF THE EFFICIENCY ADVISER AND THE EFFICIENCY UNIT

The Prime Minister discussed with you your tasks and the work programme
of the Efficiency Unit.

The Prime Minister emphasised that she continues to attech 2 high
priority to the Civil Service programme for improving management,
reducing costs and improving effectiveness, and considers it essential
for the Efficiency Unit to continue their work in developing the use of
scrutinies to improve the delivery of Goverrment programmes and
policies, both within Whitehall and, more widely, throughout the public
sector.

The Prime Minister Tocks forward to continuing her programme of
discussions with Ministers on value for money in their departments.
She also emphasised the importance she attaches to your annual
discussions with Ministers and their Permarent Secretaries about the
targets and scrutinies planned for each Department. She agreed that
greater emphasis should be put on the development of a coherent
departmental strategy for better management within which the use of
targets and scrutinies should be an fntegral part.

The Prime Minister Tooks Lo you Lo represent her interest in securing
substantial improvemenis in the management of the public service. In
particular, she would like you to work with Ministers to:

- develop the departmental strategies for better management

- use scrutinies and targets to ensure improvement in the delivery
of specific results and services

- look at specific areas of activity within Government which raise
guestions of management and effectiveness,

In particular, the Prime Minister suggested that the Efficiency Unit
should explore the issues of effectiveness, accountability and value
for money within the EC which you discussed with her. She agreed that
there should be discussion of a programme of reviews of important
matters which were common to the Civil Service as 2 whole and which
needed to be addressed as the implications of the Next Steps initiative
became clearer. She also agreed that the Unit should Took at areas of
expenditure where the Government had responsibility for major policy
but had Tittle direct control over the delivery of service.

You should report directly to the Prime Minister on all this work and
seek her personal involvement wherever you think it mecessary. You
should also work closely with the Head of the Home Civil Service.

I am copying this minute to the Private Secretaries to Members of the
Cabinet, other Ministers in charge of Departments and to Sir Robin
Butler.




MR TURNBULL

YALUE FCR MONEY SEMINARS
You asked about the order in which the Value for Money Semimars chould
be organised for 1989. |1 would suggest they should be organized in the
following sequence with 4-6 weeks between them.

Home Office (last done on 17 June 19E6)

Department of Social Security (last done on 7 January 1987)

MOD {Procurement Executive) (last dome on 21 January 1987)
Treasury (never done before)
PSA (never done before)

Department of Health (last done on 14 February 1986)

MAFF (last done in two stages - 23 December 1987 and
15 July 1988)

I am sending a copy af this note to Robin Butler.

e

KATE JENEINS
31 January 1989
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DEFENCE RESEARCE AGENCY

As part of the "Next Steps" initiative, I have been examining
the possibility of establishing the major nnn-nuclnar_EEEEar:h 2

Ectablishments as an Executive Agency. The two key aims would be to

meet UK defence research and project support needs with increased

il

efiiElﬂncy and value for money by a much sharper customer/supplier

reigfinnship, and to introduce better focused and strengthened
internal management within the Establishments.

A feasibility study which I commissioned last year identified a
need for change in order to put the Establishments on a footing that
would provide the structure of incentives, disciplines and powers
{including attracting and keeping skilled staff) best suited to
giving us maximum value for our expenditure on the defence research
and project support we need. Under the new customer /supplier
relationship I have in mind the MOD would place work on the
Establishments by contract. This would point to their haviﬂa a
t:adfﬁi_?ETEEIE;EE;;—;ith their customere in MOD and elsewhere, and
progressively having to win orders under the pressure of competition,

In parallel they would be given increased delegation and management

freedom to organise their business on more commercial lines, better

The Rt Hon John Major MP

MANAGEMENT 1IN CONFIDENCE
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able to respond to customers’ needs. Indeed without these freedoms,
including a flexible and responsive salary structure, it is most
unlikely that better value for money would be achieved, and the
situation could well be worse than at present,

Following detailed consideration of the report of the
feasibility study, which was declared as an efficiency scrutiny, I
forwarded a comprehensive Action Plan to Sir Angus Fraser, who has
agreed the way ahead I am now suggesting. After discussions at
official level with the OMCS, Treasury, the Cabinet Qffice and the
Efficiency Unit I now propose to proceed as ocutlined below,

The non-nuclear Research Establishments would be formed into a
separate and distinct organisation. The core of the Agency would

consist of the four major non-nuclear ESt!bllEhIEHEE' the Admiralty
Research Establishment, the Royal Aerospace Establlshm&nt, the Royal
Armament Research and Development Establishment and the Royal Signals

and Radar Establishment. Taken together they represent a total of
some 12,500 staff, with a direct budget of some £360M annually. The

Chemical Defence Establishment, which deals with very specialised

work and is closely involved in defence policy, would not be
included. The position of the heroplane and Armament Experimental
Establishment and some other parts of MOD is still under
consideration.

I have carefully considered the option of putting the
Establishments on the market, but have rejected it for a number of

[EASONS. Fir:tly, there is a body of extremely sensitive work
undertaken by the Establishments, which I am not preparad to see
carried out in the private sector. Secondly, there would be major
damage to international research collaboration and information
exchange programmes, particularly with the United States; if the

Establishments were seen as ocutside government; certain essential

MANAGEMENT IN CONFIDENCE
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defence programmes rely on a substantial and continuing information
flow with the US where we are very much net beneficiaries, and
discussions in Washington have shown that the US would not be
prepared to pass such information to a privately-owned organisation.
Finally the sale of the Establishments would make them vulnerable to
acquisition by major defence contractore which would put in jeopardy
the availability of impartial technical advice on eguipment choices
which I regard as essential to competition. I regard these factors
a8 compelling. I do not, however, rule out looking at this again, in
whole or part, at a later date when the Agency would have established
ite credentials. Meanwhile a key management task would be to
consider the extent to which existing activities or facilities in the
Establishments might be more appropriately provided by the private
gector. I also think it is important that, without prejudice to the
longer term position, I should maks it clear to the staff that the
Agency will be in the public sector.

My view at this stage is that the organisation should become an

Executive Agency under the Government's 'EEEE_EEEPE" initiative and I
intend to work towards thig. Much work will need toc be done befare
[

an Ag&ﬁcy could be launched. I propose to take early action to
appoint a Chief Executive {Designate) (CE(D)) who would be charged

with d!ﬂ!luﬁiﬁg managewgai arrangements for the proposed Agency and

preparing the Establishments for agency status in response to MOD
requirements. CE(D) would be given immediate managerial charge of
the Establishments which would form the Agency, and would
participate in the work to drive them forward in the run-up to
vesting day, which I envisage for the spring of 1991. 1In parallel,
an MOD Implementation Team would be set up to provide overall
coordination of the detailed work and in particular to define the
technical, financial and contractual Support and structures required
at MOD Headquarters to interface with the Agency. Terms of Reference
for both the CE(D) and the Implementation Team have been drawn up;

MANAGEMENT IN CONFIDENCE
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they will take this work forward on the basis of the Action Plan to
which I have referred above, amplified by a number of specific peints
which have been agreed in subsequent discussions between officials.

I propose to make an early anncuncement of our acceptance of the
need for change and our intention to proceed with planning for the
creation of the Agency. This will allow detailed work to go ahead,
including the selection of the CE(D) (which will be by cpen
competition) and the initiation of consultation with staffs affected,
A final decision to proceed, including determination of the precise
Btatus of the Agency, would be taken in the light of this further
work.

I am copying this letter to the Prime Minister, other OD and

E(ET) colleagues, and to 5ir Robin Butler, 5ir Angus Fraser and Mr

o A

Kemp.

i

George Younger

MANAGEMENT IN CONFIDENCE
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NEXT STEPS AGENCIES : AMENDMENT OF THE
GOVERNMENT TRADING FUNDS ACT 1973 v ok

You wrote to Alison Smith on 26 January seeking the Lord President's agreement to the
terms of the arranged PQ and Answer announcing the Government's intention to amend
the 1973 Act. The Lord President has noted the Chief Secretary’s intention to pursue
the issue of the use of Votes rather than the NLF tor lending in further discussion and
on that basis is content for the announcement to go ahead.

| am copying this 1o Andrew Turnbull at Me [0 to Martin Le Jeune in Mr Luce's office
and to Trever Woolley in 5ir Robin Butler's office.

l.-- ]
o - 2
.-I_.-';"u—"'.-" 5 Lo BT
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STEVE CATLING
Private Secretary

Peter Wanless Esg

aps/The Rt Hon John Major MP
Chief Secretary

HM Treasury

Parliament Street

LOMNDON SW
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MR TURNBULL 30 January 1989

VALUOE FOR MONEY SEMINAR - MAFF

I was surprised to see from your minute of 26 July that the
last MAFF Value for Money Seminar with the Prime Minister

took place in 1987. -

1 a2

=

'}
John MacGregor and Derek Andrews had a _Wdlue for Money
Seminar with the Prime Minister op Jaly last, which I
attended. It appeared to be one in the regular series.

i — R I\:::-;'-E '.":h--._.-

e

B

B CAROLYN SIMCLAIR




10 DOWNING STREET

LONDON SWIA 2AA
From the Principal Private Secretary

MISS FATE JENEINS
EFFICIENCY UNIT

PRIME MINISTER'S VALUE FOR MONEY SEMINARS

I have shown the Prime Minister your minute of 25 january.
Ehe was generally content with the suggested candidates for
seminars in 1989 subject to the following points:

iI. 5She d4id not wish to see the Lord Chancellor's
Department .

The optimal time for seeing the PSA would need to
be considered in the light of the steps being taken
to traneform it into a trading fund.

She felt that MAFF should be brought into the tail
end of 1989 or, at the latest, the beginning of
1990,

Ehe did not wigh to hold saminars far the
territorial departments,

We will be in touch to discuss the precise distribution of
these meetings through the year.

Andrew Turnbull
27 January 1989
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ITreasury Chambers, Padiament Street, SWIP 3AG

Ms Alisoan Smith
Private Secretary Lo the Lord Fresident
Lord President’'s Office
Privy Council Office
Whitehall

London

EwWl

NEXT STEPS AGENCIES: AMENDMENT OF THE GOVERNMENT
TRADING FUNDS ACT 1973

Andrew Turnbull's letter of E;FHHJEnuary records the

Zéh January 1989

Prime Minister's agreement to th proposal in the Chief
Secretary's minute of 20 December to dmend this Act. The proposal
has bean supported by other Ministers. The Chief Secretary would
therefore like to make an early announcement of the Government's
intention to legislate so that Mr Luce can refer to this
development when he gives his progress report on Next Steps to the
House on 1 February. The Chlef Secretary would therefore be
grateful to know if the Lord President is content with the terms
of the attachad arranged PQ and answer.

The Lord President may wish to note that the reservations
that some Ministers expressed about the use of Votes rather than
the NLF for lending to agencies providing statutory services will
ba rsued in further discussion priecr to the preparation of the
Bil instructions. This Iissue need not hold wup the Chief
Secretary's announcement.

So that the attached PQ can be answered in time for Mr Luce's
statement, it would be helpful please to have the Lord President's
very early agreement.

I am copying this letter to Andrew Turnbull at No. 10, Martin
Le Jeune in Mr Luce's office and Trevor Woolley in Sir Robin
Butler's offica.

Howrs |
Rl Wadon

PETER WANLESS

Assistant Private Secretary
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ARRANGED PQ FOR WRITTEN ANSWER RY THE CHIEF SECRETARY

QUESTION

Te ask Mr Chancellor of the Exchequer how far he considers that
the provisions of the Government Trading PFunds Act 1973 will
be adequate for "Next Steps® Executive Agencies; and if he

will make a statement.

ANSWER

Trading funds can already be created for agencies which meet
the requirements in the Government Trading PFunds BAct 1973.
However, some bodies including those which are directed by statute
to provide a service and where the fees are fixed by regulation,
are at present outside the scope of the 1973 Act. ©Some agencies
which are at present outside its scope would be able to operate
more efficiently under the more commercial regime. We therefore
propose to bring forward legislation at the earliest opportunity
s0 that trading or “Agency" funds will be available in such

cases. This change would add significantly to the range of

financial regimes available to agencies and make a significant
contribution ¢to the implementation of the Goverment's "Next

Steps"” policy.







PRIME MINISTER

VALUE FOR MOMEY SEMINARS WITE MINISTERE AND PERMANENT
SECRETARIES

I attach the Efficiency Unit's suggested schedule for VFM
seminars over the next year. Also attached is the schedule
back to 1986.

I am broadly content with the selection subject to the

tnllnwiﬁE points:

1. I do not see any difficulty in principle in-a
meeting on the Lord Chancellor's Department with
the Lord Chancellor there personally though, given
the work which the Green Paper will create; it

would te better towards the end of the year. I

doubt if the Lord Chancellor would regard it as
Lnappropriate to be there 1in person as he seams to
take the management of the judicial system
gariously and is capable of separating that
ragponsiblility from his position at the head of the

lagal profesgion.

PEA 13 1n the process of transformaktion into a
trading fund. We nesd to considar carefully the

bast time to intervensa.

=

MAFT was last sean in December 1987. You might

want to bring it into the end of 1989,

There is the separate guestion of whether you want to see
territorial deparktments. In prineciple there 'should be no

go" areas; but in practice the pay off may be limited as

axpenditure is small and is to a large extent dictated by

national policies.




_2_
e, T A i
Agras propozsd thﬁduteifubjﬁnt Eo praciss timing of PSA?

et

Agree to bring MAFF forward? /
J L
=

o you wish te include the territories?

A

Andrew Turnbull

26 January 1989

MI20DV

[ et
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10 DOWNING STREET
LONDON SWIA JAA
From the Principal Private Secretary

SIR ANGUS FRASER

FUTURE WORK OF EFFICIENCY ADVISER AND EFFICIENCY UNIT

You discussed with the Prime Minister today your remit and the
work programme of the Efficiency Unit. You hoped that the
Prime Minister would continue to hold regular Value for Money
saminars with Ministers and Permanant Secretaries and try to
engure that sach Department was seen about once every two
vaars. The Prime Minister readily agreed. You said the
Efficiency Unit would shortly be putting forward proposals for
the Departments to be seen in 1989. The Prime Minister drew
attention to the management changes that were required in the
Department of Health and she urged the Efficiency Dnit ko
tamiliarige themselves with the issu=ss in preparation for a
mesting with the Department later in the year. It was
ggsential to secure a ¢lear diatinction betbtween policy and
oparation; and a clear statement of the way in which
oparational matters ware to be delegated from the managemant
exacutive to regions and onward down to districts and
hospitals. The Prime Minister also agreed that the Efficiency
Unit should continue Ltz programme of discussions with
Ministers and Permanent Secrataries on their Department's
targeta. She noted your concern that too often targets wers
simply “bolt on" additions which were not developed as an
integral part of the management aystem.

The discussion then turned to the future of the Civil Servica.
Sir Bobin Ibbs had proposed a major study on the future
direction of the Civil Sarvice bat 5ir Robin Butlsr had
counsellad against this as 1t could distract attention from
the successful implementation of the MNext Steps initiative,
Tha altarnative was to draw up a programme of important
cross-Departmental issues and then to study them on= by one,
eg ralocation, recruitment, pay flexibility and career
planning (it was still the case that high fliers had little
practical experience as opposed to policy work at the
headquarkers of the Department). The Prime Miniskter agread
that this apprecach was preferable.

You reported that the BEfficiency Unit had been studying the
extent Lo which the Buropean Commission wias pursuing batter
value for money. The results were discouraging. IEs prime
motivation was to pass legislation, seek compllance, with
dccess to the courts 1f pecessary. There were no proceduras
for Ehe evaluation of policies and litkle concearn for
management. Division of responsibility between different
organisations within the Community and between tha member
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gtates was A reclpe for lack of acocountability. You suggested
that the UK might propose the establishment within the
Commission of an Efficiency Unit. Tha Prime Minister
exproessad interest in this (her attention had recently bean
drawn to the exizternce of very large-zcale fraad in tEhe
Commuanity). One possibility would be te launch an iniktiative
at the next Buropean Council. This would be a useful
counterweight to the visionary propesals which the President
of the Commission was likely to bring forward. You agreed to
work up a paper setting cut such an initiative.

The Prime Minister noted that the EBfficiency Unit would be
leoking at areas of expenditure where the Government had some
policy responsibility but little direct control over planning,
29 local authorities and WDFBs.

Following the corresponding meeting with your predecessor, a
latter was sent to vou from Bo.ld, with copies to Departments,
getting oaut the remit of the Efficiency Unit. T would be
grateful if you could provide a draft of such a letter.

I am copying this minute to Sir Robin Butler,

—

R

ANDREW TURNBULL

25 January 1989

MANAGEMENT IN CONFIDENCE




MR TURNBULL

PRIME MINESTER'S VALUE FOR MONEY SEMINARS

Wa talked about possible candidates for the next round of YEM
seminars. With the larger departments we are now moving into a fairly
regular two yearly routine which seems about the right length. There
are however a few departments who have not been done for some time or
in some cases at all. Could I suggest therefore for 1959:

Department of Health (around September)
The Department of Social Security

MOD (PE)

FP5A

Treasury

Lord Chancellor's Department

The Home Office

It might also be helpful to Took ahead to possible candidates for 1990.
Our present view i that these should include:

Customs and Excise

Department of Employment
Department of Transport
Department of Trade and Industry
Intand Revenue

Department of the Environment
MAFF,

The Prime Minister did not wish to see the Lord Chancellor's [Department
this year but there is a great deal going om, particularly in the
Courts service and on the legal aid front. IT the Permanent Secretary
were to be asked to make the presentation (if it were inappropriate for
the Lord Chancellor to do so) I think the Department would welcome the
opportunity to explain what they are trying to do.

The territorial Departments have had only one value for money seminar
between them - the Scottish Office in 1985. 1 think it would give all
of them a useful boost if it were possible to arrange a series of
sessions reasonably close together when the Prime Minister would have
opportunity ta compare the performance of the three teérritorial
Departments.

ke also have outstanding from the last DES seminar the question of a
separate value for money seminar on science policy.

Gl

KATE JENKINS
25 January 1989




LIST OF VFM SEMINARS

DOE 11 Feb Eenneth Bakaer
OHSE [NHS) 14 Feb Norman Fowlep
Home Office 1/ June Uouglas Hurd

DHSS [55) Morman Fowler

MOD(PE) George Younger

DES 1 Eenneth Baker

C&E Pater Brooke

DTp Paul Channon

MAFF John MacGregor (eetcepladed

IR 1 Morman Lamont

MOD {non PE) George Younger

DE Morman Fowler

DTl ; Lord Young o FAFr s rissmed
DOE Nicholas Ridley k)

FCO Geotfrey Howe

Eenneth Baker
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DEPARTMENT OF HEALTH AND SOCIAL SECURITY
Richmand Howze, 79 Whitehall, London SWLA 2NS
Telaphope O1-210 3000

From the Secretary of State for SprmelSerwmsy Health

o

L
The Rt Hon John Major MP Lﬁbﬂ el
Chief Becretary to the Treasury 2| |
HM Treasury
Parliament Street
LONDON
EWLP 3AG A& January 1989

b (i

HEXT STEPS AGENCIES: AMENDMENT OF GOVEREMENT TERADTNG FUNDSE ACT 1973
I{:"r-f' {8 '!: f .-_I-'JI-'. LA T AT
Thank you for copying me vour minute afrjafﬁ;cembar 1988,

1 agree that there must be activities, which although regulatory are
demand-led, financed in full from receipts, and which will be ahle
to operate more efficiently under the commercial accounting
framework of a trading fund. I therefore welcome vour proposal to
extend the Act's enabling powers to agencies which satisfy the
present criteria in all respects except that they exercise a monopdy
and are not therefore regarded legally as trading in an open market.

Your other proposal that the borrowing should be financed from the
Votes needs, I think, further work by officiale.

1 am copying this letter to the Prime Minister, E(A) and Cabinet
colleagues, Richard Luce, Sir Robin Butler and Sir Angus Fraser.

c:‘_:)"“':/

KENNETH CLARKE







PRIME MIMISTER

MEETING WITH SIR ANGUS FRASER
You have already seen the papers for this. You commented that

"Dur advice to Eenneth Baker on specific targets was
timely — last week there was an article in The Times
peinting out that Prench targets were far more ambitious
than ours.” =

— — =%

I attach copies of press cuttings on this. Cartainly their
targets are ambitious, e.g9. doubling the proportion of school
children dolng the Bac from 40 per cent to B0 per cent and
increasing the number of teachars. But some aspects of the

way they they are going about it seem suspect to me:

i} Iz the emphasis on reducling class size a recipe

- e e b

dilution of guality?

There 15 an emphasls on gquantitative targets rather than

—

qualitative ones.

The reference to "developing their own personalities™ is

an acho of oar "echild cantrad sducation™.

= SRR =

Group teaching can lead to a lack of avthority by
teachers.

All this has the hallmarkzs of plans drawn up by the producers.
W

| ANDREW TURNBULL)

24 January 1989

DCARSE




10 DOWNING STREET
LONDON SWI1A 244

From the Principal Private Secretary 23 January 1989

NEXT BTEPS

The Prime Minister has seen Mr, Luce's
minute of 20 January and endorses his propasals
for the series of meetings with Dapartmental
Ministers as a way of sustaining Ministerial
commitment to the Next Steps initiative,

I am copying this minute te Malcolm Buckler
(0ffice of the Paymaster General) and teo Sir
Robin Butler and Pater Kemp.

ANDREW TUERMBULL

Martin Le Jeune,

Office of the Minister of State,
Privy Council Office.
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10 DOWNING STREET

LONDON SWIA 2AA
From the Principal Private Secretary 23 J 1389
F anuary

REXT STEPS AGENCIES: AMENDMENT OF THE TRADING FUNDS
ACT 1973 W

The Prime Minister has seen the Chief Secretary's
minute of 20 December and supports the proposal to extend
the Trading Funds Act so that the Trading Fund model can be
applied to a wider group of agencies. She agreed with the
suggestion that where an agency fund is being set up the
option of privatisation should be considered first. She is

content for the legislative implications to be considered in
QL.

I am copying this letter to the Privats Secretaries to
members of Cabinet, to Martin Le Jeune (0Office of the
Minister of State, Privy Council Office), Myles Wickstead
(Overseas Development Administration) and to Sir Robin
Butler, S5ir Angus Fraser and Peter Kemp.

ANDREW TURMBULIL

Miss Carys Evans,
Chief Secretary's Office,
H.M. Treasury.




10 DOWNING STREET
LONDON SWI1A 2AA
From the Principal Privale Secretary

ME. FEMF
H.M. TREASURY

NEXT STEPS

The Prime Minister has seen your second report as Project
Manager. GShe welcomes the progress that is being made,

both in establishing agencies and in resolving general
issues relating to them. I have commented separataly
recording her agreement to the principle of establishing
agency funds. 8he noted the remarks in paragraph 7 of tha
report which pointed out that the success of the initiative
lies not only with the agencies themselves but alse with the
willingness of the parent Department to establish a more
hands-off approach.

The Prime Minister was alsoc content with the draft of tha
written statement which Mr. Luce is to make.

I am copying this minute to the Private Secretaries to
members of the Cabinet, the Attorney General, the Ministar
of State, Privy Council 0ffice, the Ministar for Overseas
Developmant and to Sir Angus Fraser.

ANDREW TURNBULL

23 January 1989




STATEMENT FOR MINISTER OF STATE TO MAKE (WRT'TTEN)

The HNext BGteps initiative 15 meking good progress. The responsible

Ministers lave pow established +he first Three Agencies, and ancther

30 (plus 3 1in the Northern Ireland Civil Service) have been announced
H-FLE- candidetes. A liet of these follows; together they cover nearly
200,000 people, or about 1/3rd of the Civil Bervies. 1 sxpect at least

I more to be set up before the Summer Recess; thege sre likely to lneclude

the EFezettlement Units, the Employment Service, the GF TII Conference
Centre and, in my own Department, the Civil Bervice College, The Project
Managar 8 conotimging his review of Departments' aetivities, epiinst
the Odovermment's decision that to the pgreatest extent practicable the

executive functiona of Government should be carried out by Agencies.

2. As the Houge knows the purpose of Next Steps e to improve management
in the Civil Sarvica. 1t enables the Minigter regponsible for each Apency

to define more clearly the objectives and tasks regquired for the execution

of pollcies, and the rezources within vhiech this must be done. People

4

in Agencies will be bpiter able to tTallor maoogemernk atracbures and
el

practices 1o the speciric needs of their work; will have bettar defined
=y —_— e

Jobs and objectives, and preater persconal responeibility and accoumtability

for achieving them. The aim ia better value for money and better servica

to the public.

3. As the Government said dn its reply to the TCEC in Wovember, 1t shares
the Committee's view that decentralised Apenclea offer scope for delegating
mare responelbllity to managers for operatiomal matters. The actlons
ve have already %taken since the sannouncement of the Iindtlsative by =y
rt hon. FPriend the Prime Minister demonstrete the importapce we atiach
to enpuring thet this should take place %¢ the greateat extenmt possible,
vithin & framework governlng the Agency's coperations. O 10 Hovember

my It hom. Friend the Financial BHecretary to the Treasury announced,




follewing a recommendstion of the T0SC mnd after consultetion with the
PAC, that Agency Chief Executives would take on significent becoumting
Officer responsibilities. |In & furtber development, simed at permitting
& more commercisl reglipe in sultable cases, my rt hon. Friend the Chief
Secretary %o the Treasury has today ammounced thet the Goveroment will
seek leglselation at the earliest opportunity te amend the Covernment
Trading Funds Act 1973 to apply also to Agencies through the medium of

e

Agency Funds.

4. The action plan to secure Iimproved mansgement training which the

Project Mansger has drawn up iz now being implemented 4n Departments,

gnd good progress ia being meAde. Thiz 1z helpad by the £1 millicn
Chellenge Funding Scheme which we announced 1in November and which d1s

now coming Into eflfect.
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PRIME MINISTER
NEXT STEPS
There are three sets of papers:

(i) Minute from Richard Luce: agree his proposals for

maintaining Ministerial involvement and commitment

to next steps?
—— ey

Establigshmant of agency funds: Paul'e minute ssaks

agreemant to the Chief Secretary's propesal to

extand the Trading Funds Act so that the trading
I 1 i i
funds model can be fEEi?tﬂEﬂ to a wider group of

agencies that are not trading in the strict Iegal
sense, eg, regulatory agencies that cover their

coats by charging for licences. Agree to this

propesal subject to regquirement that privatisation

cption be examined first? .ﬁﬂfﬂ —
2 t{w

Peter Kemp's second report as Project Manager.

Agree Eo:

- welcome progress both in establishing agencies
——————

and resolving issues; ¥ i
| &o

= note prospects for next six mnnthﬁ‘xL‘, o~

—_—

Paragraph 7 of the full report makes an important
point; agencies will never flourish if the parent

Departments are not prepared to let go. .
.

R

ANDREW TUENBULL

20 January 1989




MINISTER OF STATE, FRIVY COUNCIL OFFICE
C89/307

PRIME MINISTER

NEXT STEPS

The Project Manager for Next Steps; Peter Femp, hag/sent to
Andrew Turnbull his second report'on the progress d% this
initiative. I am very content with this report, and I think the
initiative is going well,

Tt is in my view rightly seen as a most important development
which makes a real att ey e of the problems of the
bureaucracy etter for the 19908. I am sure we want
to k=8p up this interest, and deliver on the promise which Next
Steps holds.

One important ingredient in carrying these reforms through is
gontanued evidence of Ministerial commitment. The fact that you
made the origilnal announcement in Fe ruary 1988 personally to the
House, and that you joined with me in presenting a reply te the
TCSC in the Autumn, was very effective. If you agres I shall
make a statement to the Houss in the next week or g0, on the
lines of the draft attached to the Project Manager's submission.
But I think there may be more to be done in involwing
Departmental Ministers in the initiative, given what seemz to me
its increasing political importance. Npropose) Eherefore) from

time to time to bring together non-Cabinet Ministers from a
ﬁi&iuté of neEartmé%%E'EﬁETF3?E'Eﬁ‘rﬂtzru:r-mw1muxr‘sfiiu toafill
on - Progre

them i and encourage their personal involvemen n

what we are doing. I would invite Robin Butler and Peter Ke p to
join us. I think that continued stimulation of the personal
interest and involvement of some of our Ministerial colleagues
would be a very useful supplement to the steps already being
taken to make sure we carry these reforms through properly.

I am copying this minute to Peter Brooke, to Sir Robin Butler and
to Peter Remp,

48

RICHARD LUCE

20 January 1589







PRIME MINIETER

NEXT STEPS AGENCIES: AMENDMENT OF THE TRADING FUNDS ACT 1973

The Chief Secretary's minute of 20 December (FPlag A) seeks
broad approval for legislation to axtend the BGovernment

Trading Funds Act I®73 so that a wider range of Next Steps

agencies are eligible to have financial regimes modelled on
trading funds.

The proposals are:

To extend the possibility of trading funds to certain

bodies providing services under a statutory obligation

and with regulated prices. The main amendment currently

envisaged is to include agencies that exercise a monopoly

and are not therefore regarded legally as trading in an

open market.

To switch the borrowing of certain agencies from the

National Loans Fund to borrowing financed from Votes,.

_—

A number of other colleagues have commented. The main pointe

- _-—__l.-
raised are:

Norman Fowler stresses the importanca of ensuring that,
bafore turning trading operations into agencies,

Departments should ansure that they cannot be privatised.

e

Messrs. Parkinson and MacGregor have guestionad tha
proposal to switch burrawin% on t& Votes and suggested
this needs to be looked at further.

— e I
Mr. MacGregor proposes consideration to extend the
amendments to cover agenci&a drawing fipance partly from
the private sector and partly from Departments on an

arma-length basis.
———

M




Mone of these points raisgse fundamental objections to the Chief
Secretary's proposal.

Contant:

To endorse the proposal by the Chiaf Secretary to deavalop
proposals following further detailed discussions with

D&partm&nts?

T i
[ 85 ros

To endorse Mr. Fowler's point that wherever possible

Departments should think in terms of privatising

L

activitiss?

()

%ﬁ{g{h

FAUL GERAY
20 JANUARY 1989




FRIME MINISTER

FUTURE WOREK OF EFFICIERCY ADVISER AND EFFICIENCY UNIT

Bir Angus Fraser has been in post for about three months and,

having got the feel of the job, is ready to talk to you about

his remit.

(1}

He is proposing no major changes to the scrutiny

technigue or to your semlinars with Ministers and

Permanent Secretaries.

In his meetings with Ministers on meeting targets, he
B e

finds that the latter are all to offten seen as a

"bolt=on"™ addition. He rightly wants these to grow out

of the management process. Only in this way will they

be taken seriously and will performance be measured

e
against target.

On the Civil Service there appears to be a difference of

view. B5ir Angus seems to want a wide-ranging report on

N L ¥ . ; : " -
whither the Civil Service bat 5ir Robin Feels it is too

garly. Such an initiative wounld detract from the

establishment of agencies; he prefers to pick off issues

one by ene. I think Sir Robin is right on this. There
_"—____ o " 3 - 1
is a tendency for the centre to feed in new initiatives

before departments have been able to digest earlier

anas. This leads to i1nadeguate attention being paid to
e m—

implementation and it reinforces the view that policy
(thinking up new ideas) is more important than

management (implementing agreed policiag).
——eell

Sir Angus suggests an examination of the management of

expenditure over which departments feel they have little
direct control. This may be worthwhile in relation to
guangos and NDPBs but guestionable for local authories

and nationalised industries. PFor local authorities we




are in the middle of implementing a major restruckturing

of finance that will give central government dirsckt
control over 758 of local anthorities' inceme (RSG plus

business rates) and which will harness voter pressuare

ovar the remaining 25% (the community charge). At the

lével af individual services big changes are in train

8.0, hnuiing and education with community care to come.
et et w7

The next Htép, on which I will be minuting you shortly,

will be to look at the structure of local government.

For nationalised industries the emphasis should be on

| ———
getting them oukt of the public sector rather than
refining controls on those that rcmain_@n ik,

- e — e L

A scrutiny of the Buropean Commisslion could be waluoable
but Sir Angus should seek advice from the Buropean
Secretariat in the Cabinet Office and possibly,
informally, from David Williamson, on how best to go

abount 1t.

— —

Following the meeting Sir Angus will submit a draft letter

describing his remit which can be circulated to departments.

v

[ ANDREW TURNBULL

20 January 19E9

DCARRY




MANAGEMENT IN CONFIDENCE

;EQEE

1. SIR ROBIN E.;A{EH

2. MR TURNBULL

NEXT STEPS

L attach sy second report as Project Manager.

Bince the FPrime Mirnister's announcement on 1§ Febrimry we have 1-

",ﬂ-#w*-: §700
= BEsbablizhed thres Executive Agencies and afpounced -as candidstes

-——-_—-_.I'
Bimore, covering oearly SSO0RE00EIVID 'Servants. o abouts SIASEE
. o= T -
of the total, plus 3 in the Horthern Ireland Civil Service: ard
aerubinised most of the rest of Departments' setivities. Some
Departments are more forwerd than others, and 1t is Important to

kgep up the pressure on those who-are behind.

Worked at s pumber of deross the board dszues. In particular

decisions have been taken relating to sheEccountabllity oS lhiet

: - >
Exefitives to PaFllEment, and Ministers are constdering positively

nhe establiishment of “Ageney Funda™ to permft sharper financial
and commercisl performance. There has been further work on. pay,
peraonnel, fipancial eto flexibilities / thelir delegation to

lins management.
- Put tn hand a new training actian programme.

- Worked to explain the Next Sfepa initiative to staff and the pablie,

and to meet and eacourage the Ioterest bBboth here and oversess
that the Inftistive hag aroused Following the TCSC examination
last wyear, the PAC-are expected to look at progress in the course

af 1959.




¢ prograomme for the next 6 monthe includes the following -

The actusl setting up of Agencies muist b= & priorisy &im. OfF
the named candidates I expect that & least 4 more Agencies will
e S8 up- Ty mid=1RE5, mnd eboul 15 omore by April 1990, msking
then g total of 25 covering oome T5,0XF staff.

There will be comtlimmed eaxamdination with Departmernte of their
activities, with especisl emphasis on areas where diffienlties

Bre BEEN.

The elements mpecegsary to improve performence and service to the
publls will be studied and refined, s0 that Agency Framework
Documents  are soundly based and durable, and objectives and

reaponsibilities properly defined.

Az part of shis work will epontimie on across the board issuss,
fncluding the scope for givieg further persomel responaibilities
to managers and the develcpment of pey, personnel and flnancial

fisxibillities where change 1§ noeded.

training action plan will be pressed forverd and developed

the Challengs Funding Schems fully launchead.

Apensies. are  to be given stretching performance  targets. A

programmes - o evaluate the benefites of the Initistive will ba

=

introduced, and appraisal made of ita effecta ao far.

L, T fnitiative 1z now Firmly esteblished, both inside snd oubside

e ——

Goverisent . Itas wide potentlal and implications are aow more clearly
—tt

realized, and It has sgtruck a chord with the public and many civlil servants

as the right approash Cfor the 1990s. It is impertant teo maintsin this

wieaent momentum, but at the same f£ime to esnsure that wa achievesseal
e
chafgs, fot Just "relsbelline”. Some areas and Depertments s3ill present

more problems than others, but T expect good progress in the next 6 moaths,

towards eventual delivery of the full benefits of the decisions of Fabraary




1988. At my meeting with the Prime Minigter on 28 November she canfirmed
the importance she attaches to early progress on implementing Next Steps,
and T ghnll cootioue to press for this.

& proposed that the Minister of State, Privy Council Office,
should pake E-BiaEtendfiiBEs the Hog=e before the emd of Jamnuary on the

of the dralt sttached,

b. I am copying this minute and the attachments to the Private Secretarips
of Membars of the Cabinet, the Attorney General, the Minister of State

Privy Coumell Office, the Minlster for Overseas Development and Sir Anous

e
ErRGET.

o0 L9
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STATEMENT FOR MINISTER OF STATE TO MAKE (WRITTEN)

REXT STEPS

The Next Steps initiative iz meking good progress. The responsible
Ministers have now establigshed the first three Agencles, end ancther
30 (plus 3 in the Northsrn Ireland Civil Service) have been announced
as candidates. A list of these follows; together they cover nearly

200,000 pecple, or sbout 1/3rd of the Civil Service, I expect at leasgt

4 mora to be set up before the Summer Recess; these are Iikely to include
the Resettlement Units, the Employment Service, the QE II Conference
Centre and, in my own Departmert, the Civil Service College. The Project
Manager is contimuing hiz reviev of Departments' activities, against
the GCovermment's decision that to the greatest extent practiceble the
executive funetions of Covernment should be carried out by Agencies.

fis' the House knows the purpose of Next Steps 1a %o improve management

the Clvil Service. It emsbles the Minister responsible for each Agency
define mere clearly the objectives snd tasks required for the execution
policies, and the resources within which this must be domne. People

in Agencies will e better able to teilor menagement structures and
practlces to the specific needs of thelr work; will have better defined
Jebe and cbjectives, and greater personal responsibility and accountability
or aghieving them. The sim is better value for money end better service

to the public.

3. 43 the Covernment said in i%s reply to the TC3C in November, it shares
the Committee's view that decentralised Agencles offer scope for delegating
mare Tesponsibility to managers Tor operational mtters. The actions
we have already taken since the announcement of the initiative by my

hon. Friend the Prime Minlster demonstrate the importance we attach
to ensuring that this should take place to the grestest extent possible,
vithin & frapework governing the Agency's operaticns. on 1% November
m Tt hom. Friend the Finencial Secretary to the Treasury announced,




L

following a recommendetion of the TCEC and After consultetion with %he
PAC, that Agency Chielf Executives would take on elgnificent Accounting
Officer responsibllities. [In & further development, aimed at permitting
8 more commercial reglme in suitable cases, my rt hon. Friend the Chiefl
cecretary to the Treasury has today announced that the Government will
seek legislation at the earliest opporturnity to amend the Government
Treding Furde Act 1972 to apply also to Agencies through the medium of
Agency Funds. |

i, The action plan to secure improved management training which the
Project Manager has drawvn up 1s now being implemented in Departments,
and good progress ia being made. This is helped By the £1 millien
Chellenge Funding Scheme which we announced in November mnd which 1=

now coming into elffect,




Report Pages 1-T

ime Minister's Statement on Next Steps of 15 February 1988
Agencies set up, and Candidates announced

Summary of Possible Agencies
lote on Improving Performance

Prime Minister's Statement on Privatisation of 24 October 19RH8

JANUARY 1989




Introduction

On 14 July I eulmitted my first report ss Project Mansger for the Hext
Steps initiative. This report describes what has been echieved gince
then, the present position and the Torward prospects. It follews on from
my Tirst report, end the oral report I mede to the Prime Minister on 2B
Fovember, For convenlience the Prime Minister's statement of 18 February
1988, which set out the Govermmeni's decisions which are now being
Implemented, is at Anmex 1.

2. We have made good progress. 3 Executive Agencies have now been
established, and 30 more candidates have heen ammounced plus 3 in the
Horthern Ireland Civil BService, and L3 are under internal ronsideration
within Departments. Work is in hand on these, and of the named candidstes
I expect At least 4 more Agencies to be set up in the next § monthe, end
about 18 %ty April 1990, meking 25 in &ll. 1 have now reviewed with
Departments most of their activities, and other possibilities are coming
forard. Some important issues hsve been resolved with the Treasury and

others and the training sction plan 13 on couras.

3. There ie rcongiderasble wider interest in Next BSteps in this country
and sbrosd, which I have encouraged. The TCSC has reported supportively.
Generally there is wide support for the ideas behind Next Steps, and scme
of those in the medis and elsevhere who were sceptical when the initiastive
vas [irst apfounced have changed thelr tune, The fall potential of the
Government'e decieions following the Efficlency Unit's Report by way of
tringing sbout B more efficlent and effective delivery of Covermment
eervicee, withip availlable resources, 1z now beginninog to be appreciated.
The Prime Minldter has confirmed the Importance sghe attaches to early

progrees on implementing Next Bieps.




5. As I said in my Summer Report Next Steps is about the wider improvement
of management throughout the whole of Govermment not Just about establishing
AFETICies. But fAgencies and the creatlon of proper relationships between
them and Ministers are rightly seen as the way to deliver these improvements
over & wWide range of Civil Gervice acilviules, Next Steps 1s wholly
consistent with, and e logicel development of, the Financial Mansagement
Initietive. Where Agencies are created, FMI objectives will be pursued
br ard through the Agency route, though this imveolvea the full range of
management issues. Where Agencies are not appropriate, or until they can
be aset up, pressure for improved efficiency will of couwrse contimue through
FMI polieies as they exist and may be developed.

Agencles and Departments
5. I eaid in my Summer FReport that Agencies would come in many different

forms, a&and that the concept is one of A new epproach, not of some pew and
standard plece of machinery or "mould"™. Work in the last six months has
confirmed this. The three Agencies that have been set up and 30 Turther
named candidates (plus 3 in the Forthern Ireland Civil Service! together
cover nearly 200,000 pecple and a very wide range of activities. They
are set out Bt Arnex 2. Target dates for the lawnching of the Agencies
have been agreed in moet cases, and the rest ere under discueslon. Many
other smctivities zre at esrlier gstages aAnd have also been identified as

azzlbles, ag gsummeariged in Annex X.
P »

6., In my previous report I mentiomed the MOD and the Inland Revernue and
Customs and Eexcise ag Departments presenting special consideration. MU
has since ldentified a mumber of further posgsibilities for Agency status.
In addition, MOD has launched a major mensgement reform programme involving
a new budgeting system, improved management policy, objective setting and
performance review, and management information systems. Thiz “New
Management Strategy for Defence" will apply right scross defence ineluding
the frent line. It lays the essentiasl foundstions for implementing Next
Steps and we are now exploring with them the elements that will need to
be put in place to apply the full Next Steps approach as widely as possible
in defence. The Inland Revenue and Customs and Excise both have extenslve
management plans deaigned to improve the efficiency and quality of their

services to taxpayers and to secure continmuing inprovements In wvalue for




money on Next OSteps lines. We are in copstructive discusszion with both
Beverme Departiments about how satisfying Next Steps can help them to secure
further progreas.

T But it 15 pot sufficient to look solely At the activities to he
established as Agencles — the "n::cmt.ra:::..-:;ur"; vhere an Agency 1s part of
8 Department it 1s pecessary to logk at the Department's position in its
various roles. It is Important that the Department lesrns to take a hands
off approach so0 far as matters vhich are properly the responsibllity of
the Agency go, while st the same time retmaining the capaclty to be an
"intelligent customer” to carry out its role under the framework document,
and to advise the responsible Minister appropriately. Thizs should not
pecegsarlly require more staffl, but rather a ¢larificsetion and re—crientation
of Tanctions. This will be helped by +the new Accounting Officer
arcangements but 1t depends crucimlly on Departments letting the Agency
get on with %, in accordance with glear definitions of the respective

roles whick both sides keep to,

5. MWork s=o far has zended to concentrate om actlvities vhere the Agency
unit is within apd part of an existing Department. But we are seeing
areas where the sensible wunit conatitutes the whele of the Department,
which although often small is responsible directly to & Minister. Hext
Steps and 1ts disciplines certainly apply to such activities. Put while
many of the szme lasues erise here as for potéential Agenclies which are
part of & Department, there will be differences eg in the areas of comtrol
end accountability vis A wvis the responaible Minlster, &nd I shall be

following this up in the next & months.

Progress
Identifying and announcing activities as candidates for Executive

Agencies though clesrly wvital, is not enough. A pricrity now mast be
to develop and progress these, and ensure that they are launched ss Agencies
on the dates planned on & sound basis which provides for progressive and
monitored improvements in performance. This can take time, and scmetimes
longer then was originelly expected, tut this is preferable to launching
an Agency on an unsound and wunprepared basis. However 1t 1s Imporcantc
to keep to targets es far as possible, and I shall be seeking to establish




that all concerned work together so that realistic target dates are set:

and that systems are in place which deliver them.

10. Looking at the initiative more generally, progress with Depertments
hae been good 3o far although In =a few cases it remains disappointing,
gz the Frime Minister noted st our mestinz on 28 November. My continuing
review of Departments activities confirms again the personal prediction
I made in front of the TCSC im May that in 10 years T would expect about
three quarters of the Civil Service to be operating as Agencies.
Substartial progress should heve been made tovards this by 1992, The
precise pace of change depends on a number of factors; asome Agencies may
presemt more problems tham those Set up so far, and setting up Agencles
properly often repreeents a considerable task for the Depesrtment concerned,
On the other hand our early experience and the steps now being teken to
Yésolve some of the across the board lssues sheuld be helpful in maintaining

IO O TG 110

Improved performance
1. At the heart of Next Stepes lies improved performence through better

ménagement . Performance measures, financis]l and non-financisl, z=re beling
given to Agencles and these will be monitored regulsrly. In some cases
better management should lead 4o improvements in the guality of service;
in others lower coste; in most cases both. The first three Agencies
targets &5 a4 result of
becomlng an Agency, IEproving over time. Bimiiar demands will be made
of all Agencies. We are devising weys of evaluating the initistive overall
tut the key meseures will be the gains in service guality =nd efficlency
that can be demonatrated sfter Agencles sre established and thelr genersl
impact on the effectiveness of Government business.
12, Mamy elements enter intoc the Improving of performsnce. Bat whe
important thing is that people in Departmerts and Agencles should think
positively for themselwes how best to make thelir Agency candidates more
efficient and effective, against their given objectives. Bome of the
resulting 1ders will Iimvolve changes already within their control, and




cthers will require agreement or setion elsevhere in the Depertment or

gt the centre. But I believe that what matters is that people should
gtart f'rom 5 clean shest,

13. In the last £ months work has been dome on & mumber of across the
board issues bearing on improved performance. In particular decisions
have been taken relating to the accountabfility of Chief Executives to
Parlisment and proposals formulated by Ministers for the establishment
of Agency Funds. These and work in other areas Including flexibilities

and delegations referred to in my Summer Report, are discussed in Annex

]

4

Betiter training
1k, An essemtial Ingredient in the delivery of improved performence is

better training, ss the Prime Minlister recognised in her statement of 18
February . Next Steps calle for civil servents to became better managers
and  to ascquire entreprepeurial snd service skills. Managers - not Jjust
ralpers — must recognise Its isportance, ITraining hes sometlmes been
& ¢lpderells; but there sre signs that 1t 15 coming in from the cold:
Results from Civil Service College courses, and the Top Management Programme,
dre encourgging and

and Departments slgning up on the Industry led Menagement Charter Initiative,

are gll helpful.

15. 1989 will see the Tirst results from Department’'s reviews of how their
treining measures Uup to the needs of Next Steps. There are encouraging
glgns already that Departments are beginning to target their manegement
training more closely on what 1t teakes to do the job betier, and are making
progress on Iintegrating trelning with operetions, and wlth personnel and

CATEEr MANARZEMENT .

Privatisation

16. The Govermment's privatisstion policies econtinue, and their
relaticnehip to the Government's Next Stepe policies was made clear by
the Prime Minister Iin October in & written Answer, attached at fAnnex 5.

It is importabt that the process of examinatien for privetisetion should




be thorough, but also swift. Ageneies while they remain in the Civil
oervice are subject to contracting-out and merket +testing policies, as

well aa other general policies such ss relocation.

The future Civil Service more broadly
1T. In my Summer Report I sketched ocwt 8 possible picture of the Civil

Service in the 19908, bullt on Fext Steps and other initiatives, representing
& more 'federsl" organisatfion of discrete units more independently and
tightly tesked; resowrced and empowered io deliver services agsinst tight
objectives, within a uniticg framework set by the Government as their common
smployer. ¥ork in the last & months, and the public debate which Next
Steps has aroused shows that this is indeed the likely way forward.

18. In particular, and falling out of my work on Next Steps, it 1s useful
to lock at activities by way of nature and type. Fovernment activities
are. far too dlverse &nd complex to be categorised satisfactorily in eny
gimple way, but distinctions cen be mude, for instance, between
etralghtforward service delivery operations, quasl traders, regulatory
ectivities; and pure asdminlistration - even though many units are engaged
in more than one. None of them are off limits so far as Next Steps goes,
of course. But in considering the approprlate structures for such
activities Cfor the future, amd indeed the Clvil Service longer—term, an
approach by functlon may prove profltable. And an approach by function
has other more Iimmediste benefits; not only can it help in facilitsting
exchanges and fdeas and experiences betveen one Department and another
£0 8= to &voild the risk of duplicating work, buot 1t ecan lead to the
possibllities of positive “madded value" where cross Departmental activities
are looked Bt tomether. An example of this 1s the spplicetion of the

Agency approach to Civil Hesearch Establishments in different Departments.

The next six months

19. The next & monthe promises to be as busy as the last. It 1ia my
objective to comtimie our review of Departments, to Iidemtify future Agency
candidates, to progrese candidetes that have been identified apainst launched
terget dates, and to establish b new Agencies, Particuler atteption will




be peid to the way Departments orgenise themselves to carry out their verious
roles Tfaced with their Agency or Agencies as "contractor”. We shall continue
to lay emphasls on the setting of demanding performance objectives for
the Agencies to be set up, and st bow central systems can be adopted, and
flexibility end delegation down the line iotroduced, to give the best chance
of delivering these objectives. The training programme will be pursued
vigorously. Finally we ere working on & progremme to eveluste ihe
inftiative, and by the time 1 come to my next report in the Summer we shsll

have some Indications of the benelfits of the initistive so far.

E P KEMP
NEXT STEPS PROJECT MANAGER
JANUARY 1989




ANNEX 1
18 Febtruary 1988

Civil Service Management

3.30 pm

The Prime Minister (Mrs. Margaret Thatcher): With
permission, Mr Speaker, | should like Lo make a siatement
pn management i the Tivil Sernce

I asked the efficiency unil 1o report io me on the
progress of management reforms m the Civil Service It
has produced a report, “Improwving Managemenl R
Government  The Mext Steps™. The report finds that many
Civil Servite managers wan! 1o see further changes 10 give
more room and Mexibility for the exercise of personal
responsibility. The report recommends. first, that io the
greaiest crieni praclicable the emecutiwe functions of
Giovernmeni, as distinct from policy sdvice, should be
carricd oul by units clearly designaled wilhim
Depariments, referred to in the reporl as “agencies”
Responsibility for the day-to-day operations ol each
agency should be delegated to a chicl execulive He would
be responsible for management within a framework of
pohcy objectives and rescurces set by the respansible
Miinister, in consulizton with the Treasury, o recom-
mends. second, thai the Government should commil
(hemselves 1o 8 progressive programme for atlaning thig
objective : third, that stalT should be properly trained and
prepared for management of the delivery of services
whether within or outtide central Gowernment, and,
fourth, thal 3 “project manager™ at a semor level should
ensure thal the programme of change takes place

The Covernmeni have accepied these four recom.
mendations, which will set the directon for furiher
development of management reform n the Ciwnl Service
Each agency will be accouniable 1o 8 Miner, who will
n turn be accouniable io Parhament for the agency's
performance. These Jgencies will generally be within the
Civil Service, and their suall will continue 10 be vl
servanis The Government will develop & continuing
programme for  establiuhing  sgeneses. applying
progressively the lessons of the caperience gained

The Civil Service unions will be consulted sboul the
seiting up of parbcular SEERCIES They will sho be
consulted il any change in terms and conditions all ciwil
servanis i contemplaied

The centre of the Civil Service must be organied in 8
way which is helpful 10 brngpng about change A
permaneni secretary in the Office of the Minister for The
Civil Service will be responsible, through the Head of the
Home Civil Service, to me [or managing the process of
change necded to implemeni Lhe recommendiLon

| have placed copies of the efficiency umily repori,
together with & hist ol enecutive Tunctions tha! eppear Lo
be promising candidates a3 initial agencics, in the Library
and copies are available in the Yole Office




EXECUTIVE AGENCIES ESTARLISHED

Vehicle Inspectorate
Companies House
Her Majesty's Gtationery Office

EXECUTIVE AGERCY CANDIDATES ANNOUNCED
Building Resemrch Esteblishment
Bosiness Statistics Office
Civill Service College
Civil Service Occupetional Health Service
Crown Suppliers Fuel Branch
Defente hon=Nuclesr Research Establishments
Department of Registera of Scotland
Driver and Vehicle ldcensing Directorate
Ieiver Testing and Teaining
Empiloyment Service
Historic Bulldings epd Monumente Directorate, Scottish Dffice
Historle Royel Palaces
Intervention Board feor Apricultural Prpdiace
Insolvency Service
Ishoratory of the GCovernment Chemist
land Begistry
teoralogical Office
Hational Physical Iaboratory
Haticoal Welghte apnd Measures Laboratory
Paeeport Depsrtment
Patent Office
Planning Inspectorate
11 Conference Cemtre
Bediccommmications Ddvision, OTI 00
Resettlement Units £00
Royal Parks &00
Boclal SBecurity Operations= BT ,000
Traioing Agency 12,000
Vehicle Component Approval MMvision, DTp TO
Warren Springs Laboratory 300
Borthern Ireland Clvil Bervice:
Employment and Training Services, Agricultural Research E

Establlishments, Social Security Uperations b, 000

* Target 1.4.088 figures rounded; current stalff in post flgures may differ




ANNEX 3

EUMMARY OF POSSTHRLE AGENCTES

Announeed] Endidates 2] _
Agencies (3]

{4 )

Under consideration
AEENC1Es

Nambers

Project Manager's appraisal
Agencies

Numbers

Numbers relsted to terget staff at 1.4.B8, taken from FEWF and
rournded: current steff in post may vary.

Publicly announced as candidates (see Annex 2) at varying stages
of examination.

Precise mumbers depend on whether more than one Agencey 1= formed
from any given ares of work.

Further activities Iidemtified, under consideration at wvarying
atanses within Departments.

Further detivities 1deotified, not pecessarily accepted by
Departments.

The table excludes £he Nerthern Ireland Clvil Bervice, which has 3 anpounced
l-\.I l-\.I

candidates tobtalling 65,000 staff, ocut of 8 tetel NICE giaff of about 20 000,




Improving Performance

The Projeet Mendger's Summer Report, and indesd the Ibhs Feport, set
cut 8 nDumbsr af elementz that have to be in place 1f Agenciss are to
deliver Improved performance. During the last £ months a good deal of
work has been dore in this area. The important thing is to set objectives
and resources, within the right frameworks, and then give managers the
tools to get on with the Jaob.

Clarity of responsibilities: Setting objectives

2., This 1s fundamertal +to Next BSteps. The work of esach Department
and Agency must be organised in s wvay which focuses on the job to be
done and the gystems and stroctures must enhance the effective delivery
of pelicies and services. In particulsr the various Iipterests in any
particular situation, especially the "customer” = the Department or the
Minigter - and of the "contractor” - the Agency = needs to be clarified
apd aet down. This iz the purpose aof the Framework Document, which
will alse set out, er provide to be set cut elsevhare the Agency's long-
term and short-term objectives. The first 3 Agencles have been get
up on this basis. Although Framework Documents must have & certaln
permanence, there {8 inevitably, st this early stage, & learning process
to be gone through; and the Documents may peed to be modified in the
light of experience (and 1t is formally provided that they should be
modified 3 wyears after launch). We ghall =lse lesarnm from outside
eriticier and commeotary, although %o date there has been relatively
HEtle of this. However it 1is expected that the PAC will be taking
gn interest 4im the first Frepework Documenta in & reviev they are to

CEITY out later this year.

Top management

1, (ood well motivated top management is also wital. Of the 3 Agencles

g0 far set up, 2 Chief Executives were internal selectlons, while the




third, <though & serving civil servant, was selected after open
advertisement and competition. Such & competition is expected to be
the approach in manoy cases. However there are issues here to ba =ettled,
particularly im relation to potential Chief Executives of activities
which may not become Agencies for some time ahead, which T shall be locking
at, with Departments, in +the next fewv months. Performance pay
arrangements under which Chiel Executives can benefit from the better
performance of thelr Agencies and delivery of their targets (or be
penalized for failing) are in place for the first appointments and this
iz likely to become a standard feature.

Adapting the systems

4, One of the basic cbservetions of the Ibbe Report was that in many
areas the Clvll Service 1s governed by mcross the board rules, applying
te ell activities regardless of meture or suitability, in = manner which
is at best approximetely appropriate to ell and at worst sctuoslly suitable
to none. Part of the werk in the last six months has been to begin
to exsmine some of these rules to see how they can and should he adapted
to sult specific activities more precisely, so as to give the best chance
of delivering the given performance objectives within remeining central

disciplines where necegsary.

1 Although thie 1z not the only ingredient in seeking imrroved
performance, or even necessarily the most isportant in particular cases,
it 15 still an area which is important in iteelf and in the percaption
of Deparuments and the public. The developments discussed below will
not slweys affect all Agencies, at least not 1Initially. And they will
be developed over time In the light of experience pgenerally ard in the
cases of individusl Agencies. But starting te tackle them early on
will begin to define better the environment so that people in Departments
and - dgencies will be able to propose arrengements with a better ides
af what meRy he avallabkle.

.

B. {m the financlal side Treaswry Ministers heve agreed in principle

to "Agency Funds" which would in suitable zases give a financial framework




more akin to that wused by <¢ommercisl concernme, vhich will remove some
ol LThe present constrainmts apd help to bring about & more effective
managerial approach, all within Parliamentary centrols. This will require
modest legisletion in the 1939-90 Session to smend the Govermment Trading
Punds Act 1573. They are consulting other Mindeters asbout this. The
possibilities of developing cother alternstive regimes, such as the “sgency
financial 1imit" (AFL] concept wvhere external financial control is
exercised simply through the net total of resources regquired in a
particular period, and of estahlishing commercial-type accounts, are
being examined. There 1ig already often meore scope for flexibilities
than Departments sometimes thirk and in many cases existing arrangements
may be effectively adopted, but the Treasury are willing to ccmsider
on  thelr merits cases for more where +this can be Justified on
efficiency/effectivencss grounds.

T 8o far as pay and personnel goes moves are slresdy in hand to loosen

up zome of the present bhighly centralised snd riglid Civil Bervice pay
and personnel;, &nd recrultment,; structures. Exizting pay agreements,
and those wunder pegotiation are designed to continue this process and
to provide for the flexibilitles which Agencles tand others; will need,
whether b way of modificetlon; scmetlimes guite modest, of Bervice-wide
arrangements eg specific local performance pay echemes (as with VI and
Companies House)! or setting up a completely new tailor-made regime (as
with HMS0). Mamy Apencies are likely to want ooe or the other, or one
end then the cther, and the systems must legltimise and encourage this.
Hon-pay conditiona ete, amd recrultment processes need 1o be simdilarly
addresged, and there are welcome signs that this 1s startling to happen.
411 theee pay and persomnel issues (and the eccompenying issue of
delegation = see below) are among the most important concerms of local

BATAEETS, and more work 15 neeced hare.

Ha Proper delegation 1s wital. The aim is Tor mEpagers o work within
frameworks that glve them the best conditions in which they can dellver
the results reguired of them. Merely introducing flexibilities into

the system 1s necessary but not sufficlent; management down the line




must be given maximm delegation to meke full use af these flexibilities
at the local level, This is snother priority area for work in the next
atage. There is 8 need for more boldness here in the search for lmproved
resulta. Managers must be encouraged to maximise thelr successes rather
than minimise their failures. At the meeting on 28 November the Prime
Minister confirmed that there shouléd be s minimmm of central bureaucratic

control and the maximum of devolved responsibility to loecal operating

units.

Accountabllity
Y. The Tressuwry and the NAO bave been most helpful. Important decisions

vere taken and announced lollowing the TCEC report and consultation with
the PAC. The Chief Executive will be the Accounting Officer where an
Agency bas Its own voite or is & separate Departmert. In other cases,
the Chief Executive will be designated Agency Accounting Officer for
the Agency's operations, in the light of the powers and responsibilities
eselgred to hRim in the. Agency frampework documeot. Mindsteria
responsibility to Farliament thus remaina, tut the realities of day-
to-day management are reécogniszed and Agency Chief EBxecutives are glven
real power and responslibility for the services they deliver and the
resources they manage. This 13 a potentially far-reaching snd helpful
development which ghould both encourage and compel Departmentes to delegste

responaiblilities and flexibilities down the line.




ANNEX &

aheh October — Written Answer

PRIME MINISTER

“Next Steps”

Mr. Seam Hughes: To ask the Prime Mimster whether
tbose functions of the Civil Service whuch are gven agency
Matus as part of the "next seps” imibiative will be sxempt
irom privausauon. and of she will make 3 vtatemenc

The Prume Mimsier: The Gowvernment's privansanon
polcwes will continue. Before an agency 14 sstablished.
dlemanive oplions, ifmiuding contracing out the work
angd pnvausaton will be examaned. "Mexl wepsT 13
pomanly abouwt those operatons wiuch are o remun
within Governroent. | cannot rule out, however. that after
i penod of years agenoes. like other Government
activinies. may be suitable for pnvausauon. Where there 15
a firm intention of phvatisation when an igency s beng
ST up. this should be made clear




John izbicki on the latest in a long line of attempts to improve the French education system

Jospin aims to shiflt lh:mptm.ihmgtmlurquhrnlt parroting chunks of prost and copying long and often incomprehensible notes from the Hil.‘Hlmrﬂ !

AT LAST, there dre moves bo

take some of the pressune ouf of

edwucation in Frence. [is govern

ment bis uced & me

mmmuummnp

| theis pupils amnd 1o start
£,

The Socialist prime minister,
Michel Eocand, like his Tary
counierpart across the Channel,
has deceded to make educabon
the top priodty on the aslion™

puIlIJLal nda,
-ﬁﬁ: Britain is concentra-

n.,; on dictating the curriculum
from Whitehall, France, which for
a coptury or so his been in the
forefront of centralisation, has
decided o siErn giving schools
and Eeachors more 83y in how they
g abond thedr jobs. [n return, Lio
nel Jospen, edication minister,
wants schouds bo ghoe cveny child a
chance to shipe and an Hpponi-
ity tn g ot into the woerld with a
decent qualification

Blow where have we heard all
this before? Did oot the then Sir
Keiil Josoph pui forward the
sami: kind of desl? He was genu-
inaly upset that oaly a minonty al
school-|leavers possessed 2 peoe
of paper proving that they were

1 a1 something or ofher.

Hust there are magor differences
hetween Brtish school rmelorms
and what was placed before the
French Cabinet mecting m Paria
this week by Mr Jospin, Money i
jumt one af them. Frames spends
197 She Fr {abowt £19.5hn) a year,
or 158 per cent of the mEbonal
budgst, on edecation. Mond's
meeting of the Coumal of Mins-
bers rulgl'i-:r-ltlmpc-d A LS
of 17hm Fr ewer the negl (g yeary
— that iz, [600m this year ond a
further £600m next — with Ghe

ise of more each subsequent
wear wnkill 1993,

Echoes from across
the Channel, as France
forges new reforms

The cash @ to help pay for a
radical five-year which
will almost the prescol
rp:rrﬂ'lﬂ' off teachers, medisos class
sizes, improve the quality of pu-
l‘l:l-tl.’J‘lEr myolvement and ret-
ionalise the momber &nd eontem
of enamriEniHa.

Diver the past SIX YEREIE Of 30,
French classronms have Becodne
overcrowied. The number with
mtlt’mlll'lﬂ 5 has increased

i 1063 1 1O o
-I.'}rﬂ' the same period, the
Tl.l.j“;mr of classcs mlﬁTﬁuﬁ
pils increased tenlold. Redo
memnd — Banding [0 fepeal one or
more classis — oold 16 behind
such overcrowding. More ithan
ame child m every emering &
Fresch secondnry schowl has had
o0 ropeat at loast Ong  pEIAry
80 year. A it doed nat slop
there, AL the collsge [cqumvalent
of our ald seondary moders
schoal), redoublemenis have dow-
bied ower the past H vears, with
mearly 15 per cent repeating ibe
third grade (pormal age 14},

Because very fow who have had
to repeat a class monage 1o reach,
lex abome pass, the HBaccalaurcac
{passport ta the Freach univer-
sy} or one of ths other school-
leaving diplomas or certificates,
recioubierment i 1o be phased ow

T

and I'l:'pilmd by 0 year of special
remiial help.

Currendly, more than H0O00
Eﬁn lcave schood without any

of qualification. A large pro-
ion of them are semi-lcrae,
wving gone from primary b sec-
edary level wratile (o undessiand
& simple text or wrile = strasghi-
forward letber, Most of tham will
iz el nore Hime in front of 4
tedevision screen than in a library
and they will rasely, If cver, Bave
read a “proper book™ Bs opposed
o a homor somic,

IF ull this sounds familiar o the
Beitisk reader, it menely demon-
strates how nemow the Channcl
has bocome, Sir Rhodes Boson
and the Black Paper Movemen:
mapght even comgratalade thea-
sebves for having fonsscen [t all 20
and more years ago.

Black Fapers or Red, Mr Jos
pin & determined 1o -::er failure
and g if info sucess., thai
many-codoured deeam of Loed Jo-
seph's (who wanted 9 per cent of
clidldren 1o reach st lenst the level
g .ar:qmm:l by the a-.n:ngl. 3, Mr

wants 1o see the 3235
cent of Bacalueread hofie r_l.ﬂ‘
come irafishafed inbo HIF:! cenl
by the year 2000,

Tt is to re2CH TS goad that other
rdical changes will be imiro-

disced. Teschers will b expected
o wark in cams, giving lessons o
small groafs of children at afl
stages of thedr ecdweation — if nec-
essary, 0 3 one-to-one hasis.
Clearly, this will reguire a mnch
biggest teaching force and by the
yeir 20, when there will be an
estimated  1XB million  pupds
{400,000 mire tham tnday), an ad-
S ronal 00,000 teachers apd oz
siglant tcachers will hive been
employed — thus doobling the
canrent intal of !
And, inste ths presend
oer-concentration om learming
robe {parroting chunks of odl
oontery pross amil copying Iu:nrug-.
and ofien incompresc nsble mCE
from the blackboard), ieschers
are to allow chiliren of nursery
anil primary bevel to devebop their
oem persona|ifes
Mir Jospin also wants o mion-
alise examinations. The counlry's
schools ane &1 prescot in the gnp
af mo fewer thas 650 different ex
ams. The educaison mianester
wants nol only to reduce this for-
misidable mumbser, but to make -
maindig cxams mobe relevanl 1o
daaly life and ik whitld of work.
‘{ua does ot MEAN SETAppIng
the Bac or other major osmima-
tions. Teachers will be lold to
concenirals more 68 coalinuous
¥

mssessmend, especially in kecpang
n close day-to-dey walch on chil-

dren’s abulity o speak. read and |
write properly acd fo compre-
enc] what they resed and what is
s b0 them.

The way the school year is di-
widded will chamge. 18 will siill com-
prise 36 working weeks, bud it will
be aplii indo five pericds, each of
ahouit scven wecks, 50 children
and teackers can look foreand to
a twoeweek break every seven
weeks or s, The over-limg same-
mer holiday s 0 remain une
touched for the present.

Mr Jospin has not beea put aff
by the dismal filures of some of
hs prodecessord who tned o
force through radical cducational
reforms. Une of them, Alam Sav
ary, wacled o do away wilk pri-
vate [that s, religious) schools |
aml managed o provoke the big-
pest protest paremts had  over
staged in the streets of Pams. An
other, Alain Devagquel, wanted o
copy Brilain aml make Engher
educatpon more Selecibre. This
brosight noisy siudents oul inta
thee skreets im force. Both projects
had to be withdrawn,

Mir Jospin has already adiracied
the wrath of teschicis’ oisiod, wiho
argun st he has offored nothing
like emoagh for this package o be

bt tor and misde workable'

eir members. Maore discus-

sions will be nessled, and Mr

Jospin b called together all in-

forested  parties —  teschers,

unboms, parenis and others — o
Bl Gown &nd ...

Yes, that o Brings an echo
from Britam's past: the Great De-
bate lsunched by Shirley Williams
when sh was [ Secrs-
tory s whe Exte 197a But this
time, it is Fremdh syl

Leading wrilcle, page 26
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w'rench planning to be

the brains of Europ

From Patrick Marnham in Paris

schools — attended b
H.:“w ﬂi [ libeny,
o s

ty and [ralemily are
drummed in al eve

ity. The @

are there to leam
Mone the lesa, the Freach
tem of education i

ﬂpum of all political vicws

. Under pro-

wcation, himsell a former
tescher, the number of il
i i ity B o bo -

a year, and not afl can be filed,
Some 23,000 new teachers will
h_qu|=1.n (1] I'EEI'I.Ii:I'::I:l‘II‘I-IFDIH-

?ﬂhunh;hhﬁmrnq.m
mﬁ.‘l oW PIOposes Eiving
“en F;ihtﬂm'lhm“h
tus @ , in an attemp
by encourage the profession o
adapt to the futare, The
tion of the mone tes-
Eh:nnﬁllmullh:hilnhd:-
B

Apart from making examins-
tions less speciatised, e Jospin
lan also propeses. they should

simpler. Al ibhe moment
there i very littke time for cul-
tural aciivilics of in the
schoal Hmetsble. "1 want weil-

educated braims, nod
puffed omes” Mr i
gadd. It is clear that if
ber of pupils quali

Frequen
politican

based om the poor living conds-
tions in the new weivergities —
for examiple, the school of pho-
in Pans which had no
phnli'nﬁu,l:t alone cameras,
Lk r the mew plan, TINK
new university teachers will ba
mecchad bul thelr salaries will
only be part of the cost of ex-
pansinn. | he axisting syatem al-
rﬂdkﬂmm with the
number of ffied university
entrants. One-thind u[ﬁmirr
students never te their
course, They are fal the
univeTsilics a5 @ drastic way of
clearing for the remain-
der to L
But it iis 5i 'Inltfimlqlll_u
two-day erence Mr
nﬂ;ndwmhhphu,lm
ithe time was speni talking

'I.I.I!Ik!:l.l..n:lillll-l'l-

unicns bave built up their mem-
bemship in different parts of the
educational siructure; o agres
to refomm B 0 somw exienl Lo

to their own abolition.
Jospin is likely to find the most
entrenched o ifion coming

those should be his

from
m%m“
Arroaa the page 19
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French education aims higher

IT CAN safely be said that intelligence is
more highly prized in France than in Britain:
in France they even admire imtellectuals.
French education gives the highest priority
to the acquisition of knowledge, while we
pay considerably more attention 1o the
development of individuality. Both systems
favour an élitc minority, but France's sends
more on to higher education, and achieves a
higher average stundard at the secondary
level, The French education minister, Lionel
Jospin, now aims 1o raise this still l'lighﬂrl.
The Jospin plan. just announced, is im-
pressively ambitious. At present roughly
40 per cent of French schoolchildren reach
the level of the Baccalaureat, which is taken
at around 18 in 3 minimum of seven subjects.
Those who know both systems agree that it
places a considerably heavier burden on pu-
pils than doing four subjects at A-level or
equivalent (reached by less tham IS per cent
of British children, usually in two or thres
subjects). Mr Jospin has revived the first
Mitterrand government's targst of doubling
to &0 per cent by the year 2000 the propor-
tion of those achieving the Bac level; and he
wanits no child to leave school without & cer-
tificate of manual or professional training.
All those who pass the Bac should, as now,
be able to go on to higher education (from
which many mere drop out in the first two
years than do here). Finally, the French edu-
cational system “should be more open, in
method and content, to intermational co-
operation and the building of Europe™.
These targets may seem unrealistic. Yet
the proportion of pupils reaching Bac level
has doubled over the last 30 years. Mr Jospin

has, however, acknowledged that stuffing
children with knowledge is not everything: at
primary level at least, lﬂﬁlﬂ“ be I.'II:::
ta personal lopment —
ﬁwmﬂ?%:m_ O this side of the Channel,
Mr Baker's reforms are nudging the pendu-
lum back towards academic mmm&mn
hasis on freedom of ;
Fﬂﬂmﬂfﬂnmmﬂum I:;E::n the two
gyslems may indeed be noted. Mr Jospin
wanls to reduce the burden of exams on
French children, more than one in 10 of
whom have (o repeat & year if they fail to
make the grade, and introduce more con-
tinuous assessment, as is already done here.
The French minister wants to reduce over-
|arge classes nearer to British levels, and 1o
encourage teachers to establish closer rela-
tions with parents and the community. Brit-
ain is embracing the core curriculum con-
cept which dominates French education,
The besetting sin of the British system is
its failure to equip sufficient school-leavers
with any worthwhile qualifications, let alone
ones leading to higher education. Employers
here are complaining of shorages of gradu-
ates and of school-leavers able to fill skilled
jobs. The Jospi for
us, that the are setting their sights
much higher than the British. After a long
period i which the French economy outper-
formed ours, Britain’s growth rate has lai-
terty been the faster. In the crucial Geld of
education, Britain con now afford 1o raise its
level of cxpectations and the resources it
commits to this sector, Otherwise, in the Eu-
rope of the single market, the French will
surely gain a considerable advaniage.
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AMENDMENT

Thank yoii for copying Yo me vour mi

apout extending the
B

soope of the Ect
L9973 P &l Ty muivahl Hoawr Srang - arenad Fimanmial
regimes medelled on trading funds. In general T welocomse Your propoasals

Howewer, I npote the point made by John Macdhregor on the suggestion
that borrowing bHbe Iinanced from = rather than the Mational Loan
fund. We too would wish to be Lnvelved in further conslideration o
the proposals.

I am copying this latter to the me Ministe £l and CTabinet

collsamigas, S5IY Robin E

JOUHH MOLKE
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NEXT STEPS AGENCIES: AMENDMENT OF THE TRADING FUNDS ACT 1972

& W ITH AT
I welcome the groposal in your minute of jﬂ'ﬁgcember to the Prima
Minister to extend the scope of the 1973 Act. The financial
arrangements for a number of agencies I have In mind will be
considerably simplified if they can be put on a trading fund
basais, and preferably one which will cover all their activities.

I have much sympathy with the peinta in John MacGregoer's latter to
you. of 10 January in respect of agencies which are financied
partly by trading income from the private sector and partly by
funding from the pacent departments. I think we must be able (o
go this far. My officials are in touch with yours about thiaz
igsye. I should also welcome the consultation at official level
which John seeks on your proposals for financing borrowing from
Votes rather tham from the Hational Loans Fund, with which I also

agree.

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

VN A

NICHOLAS RIDLEY







PRIME MINISTER

FUTURE WORK OF EFFICIENCY ADVISER AND EFFICIENCY UNIT {T;nI

In view of the changes that have taken place you may wish to few your
mandate on efficiency work, last expressed in a minute o ctober
1983 to Rabin Ibbs.

Your previous remit was, in effect, to help central and Departmental
Ministers to work with their own top management to

- define thefr key objectives
set targets for improving value for money
commission scrutinies to help achieve these targets, and

track the progress being made in achieving lasting reforms n
managing money and staff.

In terms of activities this has meant that (Teaving aside specific
one-off issues investigated at your request) the Efficiency Adviser and
Unit have pursued three main lines of advance:

a. the programme of scrutinies;

b. individual discussions with Ministers and Permanent
cecretaries about their main strategic objectives and the
targets they set to achieve them; &nd

. your own valuoe for money seminars.

The Next Steps Tnitiative, resulting from a major scrutiny as a means
of bringing about some of the desirable lasting reforms, has, of
course, now become a free-standing project Tn 1ts own right. The
Efficiency Unit will, nonetheless, sti1]1 have something to contribute
there, eg in identifying potential agencies or preparing the way for
agency frameworks.

I have been considering ways in which the work in the efficiency field
may now call for some adjustment, and have been taking the views of 2
numher of Permanent Secretaries.

I have no proposals to make on vour value for money seminars. These
remain & yvital means of bringing home to Minitiers and Permanent
Secretaries the importance you attach to a strong sense of commitment
to better value for monay, and they are accepted as a central part of
the programme for improving manzgement effectiveness.

wd




Nor da 1 have any fundamental change to suggest to the scrutipy
concepty which 1ies at the heart of the Unit's continuing work, with
members of the Unit co-ordinating the programme and working alongside
scrutiny teams (or leading them when the remit is interdepartmental)
and following each scrutiny through to implementation. The programme
should continue to be based firmly on the scrutiny technique evolved by
Derek Rayner and extended by Fobin Ibbs, and be directed at topics
important enough to repay the interventiorn of the Unit. JAnorecent
years there has been more incliration to push into the &rea of
Erﬂgriwnm expenditure and alse into new parts of the public sector (eg
he police), and these developments are welcome, 1 shall reburn later
ta the guestion of scme of the larger issues which we might now be
expecting the scrutiny programme to help with,

As for the third strand of activity - the @nnlal discussions of ‘key
targets with Ministers - 1 feel Tess comfortable with the present

t. looc often in the past, target setting has not been the product
of 8 coherent departmental strategy for better managements and in such
cases the discussion of "key targets" [sometimes, 1t would seem,
devizsed for the occasion) must have been rather an artifictal and
abstract exercise. [ would Tike to shift the emphasis more onto the
state of departmental management strategies within which targets and
efficiency scrutinies have a critical role to play. Fortunately there
are other developments also pointing im thet direction. With the
dropping of overall manpower térgefs, the Treasury now puts more stress
cn the use of top management systems, whether in the context of FMI or
of the public expenditure cycle (eq Departments are now required to
produce J=year running cost manaqgement plans). 1 think this will make
it profitable for my annual] round of discussions to be rooted more
widely in the Minister's use of management strategies and Departmental
pricrities, as well as key targets and scrutiny candidates flowing from
those strategies and priorities. This could and should be done without
in any way cutting across other central activities, and could be timed
to fit in with the rnorm2g] annual planning cycle,

I now return to Lhe guestion of larger issues which might benefit from
more attention from scrutinies and the 1ike.

The Civil Service. Implementation of the Next Steps initiative

should be a key priority, but in the wake of Next Steps and all the
other changes which have affected the Civil Service in recent years,
there is also - a5 Robin 1bbs indicated im his valedictory report to
you - a good case for following through with a radical central study of
the future divection of the Servige, based on present day realities
(including recruitment, location, career planning and succession for
management, terms of service and patterns of remuneration), as a
corcomitant to the setting up of agencies. Robin Butler's view 15 that
a general high profile study of that kind would be likely to be
counter-productive sa soon after the Next Steps scrutiny. 1 cam
understand that feeling and his preference for a programme which would
look at particular aspects one by onéf{eg alternative working patterns;
recruitment and career planning problems: relocation). It would,
however, be importaznt to have a cohevent overal]l plan within which
individual exercises of this kind (not all of which would necessarily
involve the Efficiency Unit) could be fitted, so that by the end of,
say, the next two or three years all the main areas would have bheen
covered by one means or another.




i second wide-ranging problem is the management of expenditure over
which Departments feel they have 1ittle direct control. This takes in
a very large sector: local aovermment, quangos, some nationalised
industries, police, fire services. While some machinery already exists
for reviewing the systems used by Departments in exercising financial
control over MNOPBs, some well-chosen scrutinies could give new insights
into strengthening ways of achieving VFM,

The European Commission. Given the changes implicit in moving

towards the single European market (on whatever scemario), the quality
of administration in the UK 15 going to depend imcreasingly on the
effectivensss af Brussels in devising policies which take adeguate
account of practicality and on the adequacy of the machinery for
assessing and challenging policies from that angle, and alzo on the
efficiency of the Commission bureaucracy itself. This is not novel
territory and there i¢ a continuing war waged by Whitehall Departments
to ward off potential administrative difficulties (whether for the UK
Government machine or for the private sector) arising from Brussels
proposals. Ae for the adequacy of the Brussels machine in bureaucratic
terms, there have been efforts in recent years to encourage the
Commission to modernise its inner workings. RAtothe Start of The new
Commission it seems worthwhile taking stock with the Secretary General
{and relevant Directors General), plus the Audit Court, on the Scope
for securing gredter efféctiveness in Commission procedures and further
focus on YFM considerations in proposals put forwerd by the Community.

Finally, from time to time, one can expect that special issues will
arise which seem particularly timely subjects for fitting into the
programme at short notice if worthwhile scrutinies can be devised: at
present one thinks of a number of regulatory issues in regard to safety
and the management of standards of guality, invelving several
departments and which might repay such treatment.

You may wish to discuss the future orientaticn of efficiency work. In
the light of that I'could then attempt a draft of @ possible
restatement of our remit.

I am sending a copy of this minute to Robin Butler.

fArnD.

ANGUS FRASER
16 January 198E
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13 January 1989

Dear Unied Sw-:l-iw;p ,

NEXT STEPS AGENCIES: AMENDMEMT OF THE TRADING FUNDS ACT 1973

I have seen your minute to the Prime Minister of 20 December.
From the Departmental point of view, I am content with your
praoposals, but I have one general concern. It would seem to me
that the natural place for trading Operations is in the private
sector, not the public sector. For example, it is anything but
clear that the Vehicle Inspectorate - the testing of lorries =
needs to be a public sector activity. I am of course aware of the
history of 1982 - and T have no dezire to reopen that particular
case. It does, however, underline the importance of the general
position that we should ensure that trading operations canncot go
into the private sector before turning them into agencies.

I am copying this letter to the Prime Minister, E(A) and Cabinet
colleagues, Richard Luce, Sir REobin Butler and Sir Angus Fraser.
T"}"-ﬁ"‘? _.-""--I'-'HHJEE-L:Ji
Chwe Neowmo
[,c-.ﬁ.rﬂe-d-. oy dre Sc-ﬁ':,tu.f_j o Scalz
G ke 1ﬁjxegk -y, bt ﬂh:ﬂﬂ&ie.1

HORMAN FOWLER
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Employment Department - Traindng Agency
Healih and Safety Exeomtive - ACAS
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HEXT STEPS AGENCIES: M:FEHHHEHT OF THE TRADING FUNDS ACT 1973
-'-||'_."-. [ T g

Your minute of 2@ Tecembe to the Prime Minister is a most
welcome development.

The freadom to borrow and to create reserves and the commercial
disciplines associated with Trading Fund accounting systems will
be important additions to the measures available to us for
improving the performance of current and prospective agencies.

I hope therefore that it will be possible to find a place for
your Bill in the legislative timetable as soon as possible, and
preferably in 1989/9%0.

I alsoc agree with your proposal that each case should be dealt
with on its merits. Our aim should be to provide for each
agency what is needed in order to improve value for money and
quality of service. There is also much to be said for the
step-by-step approach. As you know, the framework document of
Companies House, the first DTI agency, states that the Agency
will aim in the mediuom term to move towards fully autonomous
costing and accounting at arms's length from the Department,
with a view ultimately to achieving Trading Punding status.




du

the department for Enierprise

I note from your letter that you envisage some change in presant
.Vote accounting arrangements to cover borrowings of agency
Trading Funds. This would appear to have gquite wide-ranging
implications and I should be grateful if your officials could

circulate further details of what i3 proposed to Departments as
soon as possible.

"f {m

e

TONY NEWTON







The Rt Hon. Lord Young of Graffham MEF’M
Secretary of Sate for Trade and Indusiry
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IMNPROVING UNDERSTANDING BETWEEN GOVERMMENT RNMD BUSIMESS

In the recent White Paper Releasing Enterprise we acknowledged
that the new departmental programmes for improving
understanding between government and business could not be
achiaved without a positive and active response from business.
We said that the Government would therefore be markating the
new programme for business actively in the coming months
{chapter 2). HRichard Luce and I have therefore been
considering this whole guestion particularly in the light of
the remit given to us by the Prime Minister in her minute of
26 July.

I know that Departments have already initiated or developed
their own contacts with industry. We think that we should
support these by producing and launching a promotional
booklet, putting flesh on the programme as described in the
White Paper. It should indicate the nature and content of
each department's programme with specific examples of
gsuccessful attachments, so that the kind of opportunities in
each Department can be envisaged. It should indicate the
advantages to business of grasping the opportunities being
made open to them; and it should include Departmental contact
points so as to facilitate follow up enguirias by business.

fmitiative
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If we are to be seen to be following up the White Paper with
real determination, it will be vital to market the booklet
effectively so as to gat it to the right readers. Richard and
I have agreed to take professional advice both on the design
of the booklet and on the best way to use press advertising
{and necessary back up)! to get to the right business audience
so that departments can achieve their programmes. Richard and
I plan to publish the booklet in this way very early in March
and I should be grateful for colleagues' co-cperation in
producing a booklet in that timescale. As time is so short,
officials have already discussed this in a preliminary way in
the Establishment Officers' Meeting. I have asked the EDU to
be in immediate touch with eolleagues in establishment
divisions to agree a framework for the booklet and to provide
contributions, highlighting the key aspects of their
programme .

There will be a chance to discuss any further work we ought to
do at the next meating of MISC 133 when we shall be
considering the first six monthly progress report on improving
undaerstanding betwaen government and business. I am copying

this letter to all Cabinet Colleagues, Members of MISC 133,
Sir Robin Butler and Dame Anne Muoller,

P d

imitiative




ONFIDENTIAL: MANAGEMENT IN CONFIDENCE

QLU%“%iilﬁbiﬂﬂﬂa

10 DOWNING STREET

LONDON SWIA 2AA
From the Principal Private Secretary 11 January 1989

ilmh-Ff&“ﬂ,

VALUE FOR MONEY SEMINAR ON THE DEPARTMENT OF EDUCATION
AND SCIENCE

The Prime Minister held a Value for Money Seminar on
the expenditure of the Department of Education and Science,
Your Secretary of State, Sir Robin Butler, Sir David
Hancock, Sir Angus Fraser, Miss Jenkins, Mr. Brereton and
professor Griffiths were present. The meeting considered
axpenditure on schools, further education and higher
aducation. It was agreed that expenditure on science should
be looked at on another occasion.

The Secretary of State set out progress against the
Department's 1987 targets. These had either been achieved
or substantial progress made towards them. He then set out
the policy objectives for schools. These included
completion of the national curriculum, a timetable for
introduction of attainment targets, programmes of study and
continuous assessment for the various subjects and age
groups. The target was to increase the proportion of pupils
achieving five or more results at Grade 5 or better to
70 per cent in 1989, 75 per cent in 1990 and B0 per cent in
1991. Timetables had been set for the introduction of
greater local management of schools and for the
establishment of CTCs. Despite obstruction from some LEAs,
good progress was being made towards the establishment of
grant-maintained schools. There had been 450 enquiries, 50
had started the legal processes, there had been 13 votes of
which 12 had been successful. The first such school should
start in September 1989,

The Secretary of State then set out objectives for
further education. Changes were in train for the
composition of governing bodies and there was a timetable
for the delegation of financial management. Targets for
tighter student:staff ratios had already been agreed with
local authorities., He highlighted, however, the low
participation rate in this country beyond the age of 16.
For higher education the participation rate was also low
though it was improving. It was disappointing that the mix
of degrees was not changing faster towards the sciences, and
in particular engineering. He drew attention to the
increasing proportion of universities' income from
non-Government sources and to the improving trend in unit
costs.

CONPIDENTIAL: MANAGEMENT IN CONFIDENCE
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Finally, he set out the Department's targets for 15989
for schools and for higher education.

The Prime Minister commended the progress being made
towards policy objectives. But if this was to be sustained,
it was essential to back up objectives with specifiec
targets. These should be specified in terms of outputs not
inpats. In particular, she felt that the target for the
attainment level of 16 year olds was too low. It also
needed to be supported by targets not just for minimum
attainment but alsc for the attainment of more able
children, and alsoc for progress being made in the study of
core subjects. She suggested that difficulties in
racruiting gocd maths teachers could be overcome by the
development of a top class course on video. The Secretary
of Btate said he was already working on this for the core
science course.

The Prime Minister said that the education reforms
would change the role of the Department. It would have to
take on much more direct responsibility and this would need
new management skills. The Department should not, howaver,
confuse this with administration. It should not become a
substitute LEAR - its role was to set targets and then
delegate responsibility for achieving them down as far as
possible.

The Secretary of State accepted this. If the policies
ware successful, they would, in large measure, be self-
policing as the publication of schools' results and open
enrolment would put pressure on the poorer schools. It
would be impossible for the Department to administer several
hundred grant-maintained schools directly and he was
considering ways of giving a greater role to the grant-
maintained schools trust.

The Prime Minister was concerned at the time it took
for closures to be processed by the Department. The
Secretary of State said the target was six months, of which
two months was the statutory time for suobmission of
ocbjections. The Prime Minister argued for more demanding
targets,

The Secretary of State said he would be bringing
forward proposals to achieve the sgeparation of funding to
teaching and research in universities, and during 1989 hoped
to reach decisions on the Future funding arrangemente for
higher education.

In discussion, the following further points were made:

The reduced role of LEAs would eventually call into
guestion the present structure of local Government.

The Department could make greater use of scrutinies.
These need not be confined to existing policies but
could look at changes; eg the way in which the
Department should manage grant-maintained schools.

CONFIDENTIAL: MANAGEMENT IN CONFIDENCE
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. (iii) Whereas it had been difficult to second DEE staff to
LEAs, it would easier to do so with the trusts for
CTCs and grant-maintained schools. This would give
officials in the Department wider experience.

Summing up the discussion, the Prime Minister said the
achievement of policy change was excellent but that to
sustain this more specific targets had to be set. These
should be in terms of outputs rather than inputs. In
particalar, the targets for the attainment levels of sixteen
year olds needed to be refined. Policy change would reguire
changes in the management approach of the Department, It
should not attempt to administer directly but should set
targets and then delegate responsibility downwards. The
Department should examine the areas which might be the
aubject of scrutinies. Further work should be done on an
expanded role for the trust for grant-maintained schools,
and on the preparation of videos for maths and science
courses. The process of closures should be speeded up., 1In
higher education, the failure to extend the take-up of
angineering courses was still worrying. The Secretary of
State should come forward with proposals for the funding of
teaching and research, and for the funding arrangements for
higher aducation.

I am copying this letter to the Private Secretary to
the Chief Secretary, to Sir Robin Butler and Sir Angus
Fraser.

\{ﬁuﬁn Dttt s,

Ao Tokds

ANDREW TURNBULL

Tom Jeffery, Esg.
Department of Education and Science
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CHART 1: PROGRESS AGAINST 1987 TARGETS

When we had our last VFM seminar in January 1987 I set =zix
targets. They have all been met. Since then we have:

taken the polytechnics and colleges out of local

government ,
gegtablished the national curriculum;
opened the first CTC;

launched local management of schocls:

increased staying on rates; and

taken action on training for headteachers.




CHART 2: SCHOOLS POLICY OBJECTIVES

Propose to discuss schools first, followed by further and higher

education.

Heart of our policy is list of six objectives on the chart:

National curriculum to guarantee content;

Hational tests and assessment ta act ag lever

standards

Local management to ensure more effective use

regoUurcas

S0 We are setting clear objectives: measuring progre

in achieving them; and delegating financial

responsibility - exactly in line with the Fi

Management Initiative;

Open enrolment to provid ce for parents;

GM schools to increase that choice:

CICE Lo act as spurs to
whole.

CHART 3: INTRODUCTION OF NATIONAL CURRICULUM

Sets out our timetable for introduction of attainment

targets and programmes of stu: key subijects of ma=%s
= ¥ 3

science, English and technol

Hew assessment mechaniss ] ta much clearer

evidence of how schools

First introduction of actainment targets and progr
study in Autumn 1989 - maths, science and English at
and maths and science at age 11.

Ta




CHART 4: PHYSICS AND MODERN LANGUAGE RESULTS

Shows just how impeortant reform is, if we are to secure
value for money from investment of £12 billicon each year in
schools.,

Frevious arrangements led to early specialisatien and
indefensible differences between curriculum pursued by boys

and girls.

CHART 5: 164 RESULTS AND TARGETS

Achievement among school-leavers as measured by examination

rasults has been flat over the last few years.

Our target is to increase the proportion of pupils achieving
2 or more results at Grade F or hetter to 70 per &aent in
1989, 73 per cent in 1990 and 80 per cent in 1991,

CHART 6: LOCAL MANAGEMENT OF SCHOOLS

Central tc achieving better value for money. Opportunity
for governors and heads tc manage resources more effect:ve .y

and to concentrate spending on priority areas.

Timetable allows for submission of schemes by Autumn 133+,

ard for introduction of approved schemes from April 1%%-




CHART 7: FE REFORMS

Package cn curriculum/assessment/local management for
schools central to our policies. But important changes in
other sectors too.
MY programme includes over £1 billion a year of FE spending.
Reforms on chart will:

limit the size of college governing bodias

their composition, giving a greater say to

local interests:

delegate financial management on same timetable as

schools;
introduce better management information systems; and
achieve tighter student:staff ratio,

CHART B: 16-18 YEAR QLD PARTICIFATICN RATES

My policies will lead to a continuing rise in participat:an

rates.,
Present levels not big enough by international stand

CHART 9: 18 YEAR-OLD NUMBERS

All of this to be seen against the background of demographic

change. There will be a 32% decrease in the number of 18

Year-olds between 1983 and 1595.

This illustrates the problems we shall face in the mid-i530s
in meeting the needs of employers for highly qualified

manpower,




CHART 10: HE PARTICIPATION RATE

My policies will lead to an increase in age participation
rate in HE, from about 14 per cent now tc 16 per cent in

1991-92 and almost 19 per cent in 2000;

I am also planning for an increase in mature student

[UmDEIS ,

CHART 11: INTERNATIONAL COMPARISONS

Eut even these figures not all that impressive by

international standards.
Chart shows international cemparisons (compiled on slightly
different basis from previous chart}: UK lagging behind all

major competitors in degree level participation.

CHART 12: FIRST DEGREE GRADUATES

Need to leck at balance between subject at degree level:
chart shows that progress is being made in delivering policy

of enhanced science and technology numbers.

Major review of needs for highly qualified manpower under

way.

CHART 131: HE COSTS

that the increase in HE student numbers has been
ieved with a sharp fall in recurrent unit costs, through

action in both the universities and the polytechnics.

Lock to UFC and PCFC to continue to improve value for money




CHART 14: UNIVERSITIES INCOME

Bhows success of universities in raising proportion of
income from private sector, from 18 per cent in 1983-84 to
£3 per cent in 1986-87; with corresponding fall in Excheguer
grant.

Want this process tec be taken still further; giving
earmarked funds to UFC and PCFC next vear to help

fund-raising from private sector.

CHART 15: STUDENT AWARDS

Parallel with reducticn in unit cests has been reductisn in
value of student awards: chart shows that awards have fallen

- once allowance is made for increased parental contribution

- by over 70 per cent =ince 1979,

That process will now come to its natural end with the

Introduction of loans.

[In longer term will want to redeploy savings from lcans

into HE provision and even wider access]

CHART 16: 1989 TARGCETS: SCHOOLS

he targets are for delivery of my policies:

for the pnaticonal curriculum, to introduce the first

programmes of study and attainment targets in
September;

for local management, to ensure that LEAs submit tkeir

schemes by the Autumn;

and to establish the first GM schools and the next -wo

m/M
LB




CHART 17: 1989 TARGETS: HE AND SCIENCE

—

I have three targets for 1989

to introduce the student loans bill;

to achieve the separation of funding of teaching and

research; and

to reach decisions on the future funding arrangements

for higher education.
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Progress against 1987 targaets

Schools poliey : objectives

National Curriculum

16+ results in physics and modern languagmes

16+ results 1982-8B3 to 1987-88 and targets 198% to 1991
Local management of schools

Faurther education reforms
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Numbers of 18 year olds
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Higher education participation rates international
comparisaons

First degree graduates

Higher sducation : current costs and student numbers incex
Univerzities' income

Student awards

1989 targets : schools

1989 : higher education and science




PROGRESS AGAINST 1987 TARGETS 2
1987 Target Progress

1. Take the polytechnics out of 1. Achieved: Independence Day
local government 1 April 1989

. Establish a basis for a national 2. Achieved: Schools begin to adopt it in
curriculum September 1989

. Slart setting up City . Achieved: Kingshurst CTC opened in
Technology Colleges September 1988

- Devolve budgeting control to . Achieved: Schemes being designed,
schools - tostartin April 1990

. Increase staying-on rates at . Achieved: HE numbers rising particularly
agesi16 and 19 sharply

. Set up a staff college for head . Reformulated: Task force for heads
teachers launched




SCHOOLS POLICY

Objectives

A national curriculum for all 5 to 16 year olds
A national system of tests and assessment
Local financial management

Open enrolment

Grant-maintained schools

City Technology Colleges




NATIONAL CURRICULUM

Introduction of attainment targets, programmes of study
and continuous assessment

Pupils 1989
aged:

1990

1992

5 Maths
Science
English

Nl.aths
Science

Technology

Maths
Science
English
Technology

English
Technology

Mat-i:n-s g
Science
English




16+ RESULTS IN PHYSICS AND
MODERN LANGUAGES

ab

Modern Physics
il |'||.-_.I‘|]|'t|:_|‘|_"5

ochool leavers 1985-86 academic year with OJCSE graded result




Per cent

100 —

16+ RESULTS 1982-83 TO 1987-88
AND TARGETS 1989 TO 1991

5 or more results at grade F or belter

ACTUAL FROJECTION TARGETS

| | 1 | |

1982-83 1983-84 1984-85 19085-86 1986-87 19B87-88 1988-89 1989-90 1990-91

Academic year




LOCAL MANAGEMENT OF SCHOOLS
Timetable (other than Inner London)

1. Autumn 1988 - Allocate specific grant funding for
1989-90 for computers, support
teams, training

. 30 September 1989 Deadline for submission of schemes

. Autumn/Winter Formal approval of schemes
1989-90

. April 1990 - Introduction of approved schemes
April 1991

. April 1993 All eligible schools to have delegated
budgets




FURTHER EDUCATION REFORMS

Governing bodies of all 400 FE colleges to be reformed by April 1990, with majority
of independent members

Local financial management introduced in colleges on same timetable as for
schools

All colleges to have computerised management information systems by 1992

Targets for tighter student: staff ratios already agreed with local authorities




16-18 YEAR OLD PARTICIPATION
3 i IN EDUCATION AND TRAINING

65-
6l

55 Fulltime and part-time

educationand YTS
al-

45

40

Full-time education only
a5

30-
25"
20-
15

ACTUAL PROJECTED

I | I | | | | I | I
1983-84 84-B5 8586 B86-87 H87-88 B88-89 B8990 90-91 91-92 9293 93-94




NUMBER OF 18-YEAR OLDS

ENGLAND AND WALES

1983: 850,000 18 Year olds
1997: 580,000 18 Year olds

gy  PROJECTIONS
&3] 89
84

1 I | | | 1 I
1983 1985 1987 1989 1991 1593 19495

Asat 1 January (Age as at previous 31 August)
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HIGHER EDUCATION PARTICIPATION
RATES AND PROJECTIONS

Age Participation

e -

PROJECTIONS
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I
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I
I
|

Provisional

ACTUAL
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Academic year




HIGHER EDUCATION PARTICIPATION

International Comparisons

“~~| Below degree level

Degree level

T !
France Germany
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FIRST DEGREE GRADUATES

IN GREAT BRITAIN

ACTUAL PROJECTED

E-.I Engineering

L—I Science and Maths

I I Law & Business
L Joiner

1
1983-84

I i i | I I I |
19B4-85 1985-86 198G-87 1987-88 1988-89 19889-50 15990-91 1991-92

Academic year




Index base
year 1980

130 —

HIGHER EDUCATION

Current costs and student numbers index

Sy

— HE Students G.B.

Recurrent Unit Cost per student

\\‘__

|
1880

I
1981

i I | I I | | | I
1982 1983 1984 1985 1986 1987 1988 1989 1990

Academic year beginning in the year shown




|__i Public sector income

|__.[ Private sector income
|:| Exchequer Grant

|:I Home and EC Fees
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Academic year




STUDENT AWARDS

Real terms (1979-80 =100)

e

Number of award holders

Average maintenance award
(excluding parental contribution)

R0-

| I | | T T T T T T
1979-80 BO-81 81-82 B2-83 B3-84 84-85 8586 08687 8788 B8-A9

Academic year




1989 TARGETS: SCHOOLS

1. National Curriculum September 1989: All 5 to 14 year olds
studying foundation subjects

Programmes of study and attainment targets
introduced for maths and science at 5 and 1 3
and English at 5

2. Local management Autumn 1989: schemes submitted

3. GM schools September 1989: first GM schools established

4. City Technology Colleges September 1989: Nottingham and
Teesside to open




1989 TARGETS

Higher Education and Science

1. Introduce bill on student loans
by November 1989

2. Achieve separation of funding of
teaching and research

3. Reach decisions on futuré funding
arrangements for higher education
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PEIME MINISTER 10 January 1989

VALUE FOR MONEY SEMINAR: DES

It is important that tomorrow's meeting is more than a
glossy slide show from the Secretary of State followed by a

general discqgslhn about performance indicators. Such a

meeting could well leave the efficiency of the Department

antouched!
Rather than trying to cover the whole of education and

scienge, it would as the Bfficiency Unit suggest be better

to make headway on two or three specific issues.

1 Grant-Maintained Schools

The potential for these is enormous. Yet I doubt 1if the

present organisation of the GM Trust is achieving maximum

impact.
Personnel

The Chairman, Stephen Worris has just been re-elected as an
MP. Unlike CyriI Taylor in the CTC Trust, he has over
recent months, not been able to give the Trust his full
attention. Tha Trust desperately needs a fg}l-timg

— e

charismatic leader. In addition Andrew Turner, the

e e AT

Director, is not nearly as strong as Susan Fey who directs
the CTC Trust. VFM in this area will be held back with

e ——— ]
existing personnel.

Eole of the Trust

I gather from paople who were presant at the press




conference which launched the Trust in July 1988, that the
Trust seas itself merely as an advisory body or as a
gsereening agency for the DES. Ites stance tends to be

reactive and passive. The fact that the Secretary of State
EE—— —

recently announced that all schools seeking G-M status would
be inspected by HMI and that G—M status should not

frustrate rationalisation by an LEA has supported this

view. i B

Yet surely the objesctive of the Trust shoald be to sell

the concept ﬂEIE*H schools, in exactly the same way that the
CTC Trust has sold tha CTC concept to sponsors. (It too
could have stood back and walted for spongors to come).

The role of the Trust in beling pro-active needs to be spelt

out: VFM depends critically on it.

Criteria for Opting=0Out

Because of LEAs declared hostility to the concept of
opting-out they will use every conceivable tactic to
frustrate it.

It is very important that parents are not discouraged from
applying for G-M status because of what they perceive as an
unholy alliance between the DES and the LEAs.

For example, one critical issue concerns rationalisation and
school cleocsurezs. The Secretary of State has stated "It
remaina firm government policy that authorities can and
should continue to rationalise their provision. Opting-out
is..not intented as an escape route for unviable schools: if
& school does not have a viable Faoture as an LEA school, it
is unlikely to convince me that it woald become viable as a
grant-maintained school."

"= Central to this statement is how to judge a vwiable school.

T

In the past DES and HMI have used the requirement of the




curriculum to argue that a viable school is a large school.
Howevar, if schools in the same town were to specialise and
etudents offered a somewhat restricted choice, thessize of a
viable school might be nearer €50 than 1000.

—
What is crucial is that the Trust helps the governors and
parents of a school to congider imaginative ways forward,
rather than have their 1eqitimate-;;pézzgéiaﬁg-f;zétrazkﬂ
by the IEA. Again this is a case of the Trust

needing to be directed in order to provide greater VFM.

R C Church and Opting Out

I enclose a most disturbing letter from the Head Master of
the Cardinal Vaughan School showing how the Catholic

: e
hierarchy 18 frustrating opting out {(with collaboration from
T —

others?) Once again if we wish the G-M Trust to be
effective on a VFM basis it is critical that it takes the
lead and counters opposition such as this.

———— = — —
T ———

—

Conclusion

In terms of the DES acting as a midwife for G=M schools,
the personnel and the workings of the Trust nesd to be

strengthened.

We need a rousing re-affirmation of the Government's
commitment to opting out and a clear statement that opting

out is not for the few, but for the many. Schools should be
informed thmrlere areﬁnarf deficiencies
[such as far too few puplls or gualified teachers, or
disgraceful examination results), their applications have

every chance of success. Certainly, a school's opting out

should not bs conditional upon LEA planners but parental
cholce.

As for HMI vetting, its task should be strictly limited, and

3




termg of reference published, viz, HMI will report; for the

previoans five vears:

the numbers in =ach clazs and in tha school

the axamination resulbs

the number of teachers, and their qualifications

This would restrict the damage HMI could do to the

application of a good school.

2 Hat Curriculum and Testin

It is important that this area of poliecy does not develop
into a major indastry.

You may ask how many people currently in the Department

are working on these issues? Has the size of tha

Department grown because of this? If not, what has

S—

contracted?

How many people are currently employed by the Schools
Examination and Agssegsament Council and the Hational
Curriculum Council? What are their staffing planas?
Could the DES place gtaffing limits on these bodiez?

What has happened to the size of HMI over the past two

years? (Once again it is important HMI does not grow).

Is the present method of examination and assessment just

too complicated? (Yon may direct this guestion to

AEEELa Rumbold as it is her area of responsibility and

her reply shoanld be interesting). Could we not get more
VFM from a simplified system?

Parents can play a very important role in VFM, provided they

4




have the right information. (After all in the market the

major custodians of VFM are consumers!)

What is the DES doing to ensure that parents will be able
to make an informed judgement on schoola? - as the
present curriculum, testing procedures etc are
horrendously complicated.

Scrutinies

I am not sure a scrutiny of HMI timely. With the
introduction of the National Curriculm and the establishment
of .CTCs and G-M schools, it could result in an expansion of
the inspectorate. If this were to happen it wounld be a
cruel-blow to everything vou have fought forl

Onme area deserving of scratiny is the links which DES are
attempting to establish between schools and industry. One
comment I hear repeatedly within the business community is
that becauwse such links are also being established between
schools and industry elsewhere tinvnlvinE-DTl and Department

of-Bmployment) these create confusion and considerable

duplication in the response companies are expectsd to make.
SN

For example, a person visif@ﬁ_ﬁfithe Poliey Onit in

Southampton listed the following initiatives in his area.




Initiative

TVEL

LEMS

CRAC

UBI

Compact

EEI

SATRO

Industry Matters
Understanding Industry
SCIP

Schools Indastry
Liaison Officers
Careers Service
Young Enterprise
Chamber of Commerce

School Prize Scheme

Lead Organisation/Funding Bodies

Training Agency
Training Agency
Training ngncnyTIfDES
Training Agency/DTI/DES
Training Agency/DTI/DES
DTI

DTI

DTI (Signposter)
DTI/DES

DTI/DES/LEA

LEA
LE &
Private Sector

Private Sector

Greater coordination would almost certainly produce better

results.

]
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Ministry of Agebouliure, Fasheries and Food
Whitchall Mace, London SWLA 21H

From the Minlséer

The Rt Hon J
The Chial Be
HM Traasury
Parliament Streat
LM DN

SWl f€) January 1989

aflin Major MP
cretary to the Treasury

NEXT STEFS AGENCIES: AMENDMENT OF THE TRADING FUOND ACT 1973

I have seen your minute of 20 December to the Prime Minister and very
much support your proposal to eftend the scope of the Government Trading
Funds At 1873 to bodies excluded by the present definition of "trading®
rnis will provide o useful hasie: for fully commercial accounting for
wider range of Government activities.
I wonder howewver whether the specifiec proposals that you havea in mind
go Ear enougl. PrestMably your propozals would permit Trading Fund
trestment for bodies engaged partly on commarcial activities and
on the regulatory functions which your minute described. That apar
m thinking particularly of ‘agencies or other similar bodies drawing
inance for their activities partly from the private sector but partly
ram Departments on  an arm's: length basis. This is "likely to be
increasingly the case in the research and developmént area. [t may be
that you would consider that providing for agencies of this sort would
sbretch the scope of the 1973 Act too far but, if s9; it will be wvery
mporcant to ensure that the Yote accounting arrangements for sush
podies are adapted (o0 provide as mich . as possible of the [lexibaility;
and the discipline, of commercial accounting.

I have one obher more technical comment on your proposals as regards
oorrowing. Yoo suggest bEhat fot agencies which are conducting regulatory
or other activities on behalf of their parent Departments it would De
gppropriate for borrowing to be financed from vobtes rather than
the Mational Ioans Fund. We do not fully understand efe reasaning

this. The essentilal rele of borrowing for bodies of this kind
for bodies carrying out a mixture: of regulatory and
d, commercial work) ds o cover residual fluctoarions bhotwesn

SEPENa1ITUT
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lacome and expendlbture. I'hls regulires &

within an agreed limit, whlch does

the usual Vote accounting arranges

geems Lo us to need Turther thought, be
iratted. You wWill nho deubt in any case

on the detail of g proposals with intereste
I am copy¥ing this lTetter &« he Prime Mir

Cabinet cclleagues, Richard Luce, 5ir

JOHN MacGREGOR




CARDINAL VAUGHAN MEMORIAL SCHOOL
Addison Road, London Wi4

From the Headmaster 2 ol Telephone 01-603 8478

QLh canuary, 1989,
Private & Confldential

Profesagr Brian Qriffiths,

Head of Prime:Minister's Policy Unit,
10 Downing Street,

London, SW1A 242,

Dear Professor Oriffiths
L]

1 write Lo seek your assistance with regard to some of the problems we
are meeting as &8 result of our application to opt out.

Un 24th November, 1988, on the occasion of our Annual Parents' Meeting,
the Covernors received & valild parental petition, signed by 332 parents,
r“qu:r:lg the Governors to hold a secret ballot to ensble the schoal,

for which proposals have been publizhed under section 13 of the 1980 Act
Lo sged grant maintained status. The Clerk to the Govermors wrote to
the Sacrebary of State, on 30th November, to inform Him of this fact.

[ have now formed the view that our Trustee, the Diocese of Westminstar,
15 zeeking to frustrate the parents' legltimate wishes and is failing to
respond in the spirit of the Education Reform Act. It might be argued,
indeed, that It is actually acting owvtside the boundary of the law. May I
cite two edamples 7

1. 1 enclosze g ©opy of & "discussion paper’, drafted by the Trustee's

solicitora, which was circulated last term to Fourndstiom Governors.
There could be no clearer illustrstion of the efforts by the Trustee
te frustrate the wishes of our parents and, if I might =dd, the will
of Farliement. The Trustee ia threatening not to appoint Covernors,
not to indemnify Pourdstbtion CGovermors and even to charge rent on
grant maintained schools

The Trustee has, to date, failed to respond to the Chalrman of
bevearnors and to furnish that pert of the informatlion, the pemes snd
addresses of Foundatlon Governcrs,required by the Electorgl Reform
Socieby, prior to the ballot. Given such lethergy, I cannot see how
the ballot can be held, a3 it should, by mid-February. It might be
argued, moreaver, that there 1s a plain conneclicn beltween thia
lathargy and the Trustee's earlier threat not to sppoint Poundation
Oovernora.

We bhave recently heard thal Cardinal Hume has had a private meeting with
Lhe Secratary of State. Given that cur Diccese 18 now intimating that
Lhere is a political wish to please everybody, in the matter of cur
section 13 proposals, I personally believe and fear that Cardinal Hume
and Mr. baker bave come to a-private agreement - that in order to win
over our parents and to dissusde them from proceeding with their
application for grant maintained status there will be an early determination




of" our zection 13 proposals 1p Favour of our reftaining our 3ixth Forn.

e ract is; Lhat cur application lor grant meintaiced status
ia motivated not only by B passionate desire te petain sur Sixth Porn
but also by a legitimate desire for greater indepecdence. We koow we
are equal Lo the challenge. The axcellence of our record, our
commitment fo the Catholic ethos of our achool and, not lesst, our
proven abllity annually to raise thousands of pounds by our private
efforts, convince me we can do even better in tke Puture.

I should be moat grateful if you would consider conveying the contents
of Lhis letler Lo Lhe Prime Minister. With fime running cut, I fear
that the Catholic hierarchy may continue to frustrate, by fair means or
foul, not only ocur effortas but alsc those of all Cathelic schools to

BR% O
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THE POSITION OF GOVERNING BODIES SEEKTNG GRANT MATNTAINED
SCHOOLS AGATNST THE WISHES OF THE TRUSTEE

STATUS FOR THEIR

The Governors of @ Grant Maintained school are required to perform a lirge
nusber of tasks similar to those required fron & board of directors of a
mecium sized company. Unlike most directors, however, the governors will
not receive any payment for this work. Existing voluntary aided schoal
governors have fewer tagks than thelr grant maintained school calleagues
but even with those tasks voluntary aided school BOVEINOES receive
considerable suppert from their schools' LEAs. Grant maintained school
povernord will be entitled to little such suppore.

Existing voluntary school governors know that they will be fndemnified by
the Diocesan Trustee against liability in those cases wheara the LEAs are
rot required to assist: for example, wrongful dismissal and uninsured
negligence cases come to mind. Sich indemaicy may well apply [depending
upon budgetary arrangements) to grant mafintained school governors where the
Grant Maintained school is established with the gpprovil of che diocese.
Where a Grant Maintained school is established wirthout discesan gpproval it
1% clearly not appropriate for such indemnicy to be given to the sovernors
of such Grant Maintained schools.

The Trust=e has, as one of ite charitable abjects, the Furtherance of
education within a Catholic contesxt. The Trustas naving taken professional,
pastoral and episcopal advice as well as consulting with a large number of
schools® scaffa and parents has properly Formulared a policy for the
furtherance of that charitable object. It follows that in eivi] law the
Trustee would be acting in a way detrimental to fts charitable objects if
it were to consent to the establishing of a Grant Maintained school whose
creation would undermine that very policy. Egually it would be wrong for
the Trustee to set aside its funds to be used for the purposes of
Bupparting the pgovernors of such a Grant Maintained schoal.

It is important to be aware also that despite che incorporacion af the
governing body under the Education Reform Act of 1983 =the legislation does
not of ftself exclude persopal liabiliry for individusl EOVETNOTE.

Ir. these cireumstances, the Trustee, to wham the law gives the power of
appointing Foundat fvn Covernars, could decide as 4 matter of policy thar it
could pot properly nominate and appoint irs own Foundation Gavernors to a
school acquiring Grant Maincained status against its wishes. If the =schaool
were to nominate individuals then the Trustee could as a matrer of policy
decide to acquiesce in these nominarions only 1f:-




the zppoincments were made withour prejudice to the Trustee's wview
that the sceupacion/management of the gchool by the whole governing
body (or any of them) on the Trustee's property was without the
Trustee’'s consent desplite those appointmente:

the appointments were legally necessary to allow the school tao
continve to operate within the law:

the individuals themselves accepred that enlike their approved
voluntary aided gehool governor colleapues, they would pot be entitled
to the benefit of financial and orher support from the Diccese,
because their® Grant Maintained gpoverning body was coming into being
without the consent of the Diccase.

The Trustee like any charity Trustee must protect its charitable endowment.
For Grant Maintained schools this Will probably be done by the creacion of
leasas of the Diocesanp premises from which tha schools are run at rencs the
levels of which will be determined, inter alia, with cegard cu whecher ar
not the Grant Maintained school is belng =ecablished with the consenr af
the Diocesan Trusteea.

The Trustee would retain the right te seek and support the concinued .
Catholicity of the school by way of regular contact and visirtation.

e i T




PREIME MINISTER

DEPARTMENT OF EDUCATION AND SCIENCE
VALUE FOR MONEY SEMINAR - 11th JANUARY 1989

You lTast held a value for money seminar on the DES in January 1987. At
that time the Department was involved in preparing the EdGcatiom Reform
Act. Eenneth Baker will probably wish to open by discussing progress
on the ERA. Nigel Wicks's note of the 1987 discussion 5 at Annex D.
This seminar will be an opportunity to explore howefar the DES:«ds
planning and implementing the mana t change necessary to ensure
that the major changes in education 1cy which are under way take
effect and produce the results afmed for. Your Tast seminar with
enneth Baker émphasised the Tmportance of the Department having a

(— clear idea of the outputs 1t was getting from the money spent on
education. e

Our main concern with DES is that in managing the intreduction of new
policies they concentrate too much on intermediate processes rither
than deciding what specific results they are aiming for and how these
are to be achieved. or instance, a lot of wor ¢ been done on
attainment testing but are the targets being set high encugh to bring
(— about a real improvement in standards? In further education what
T Epecitic results does the DES want the new further education councils
(}_,q to achieve? Similarly does the DepartmEnt have a firm policy on the
z putputs it should receive from the money spent an science?

At Annex A 1 have set out the main issues in greater detail. At Annex
B is The key financia!_jﬂfgrmaticn about the Cepartment and at Annex C
a number of speciTic questions for you to ask.

e —

In the discussion it would be helpful if you were to emphasise:

- The need for specific targets which will demonstrate that the
purpose of the reforms 15 Eefng a:hinuedenr example an increase
in the success rate at GCSE

- The dmportance of managing the impiementation process through to
finmal results, for example the setting of milestones for the

implementation of the pnational curriculum and attainment testing

= The need to userperiomancesindicators as & matter of urgency to
achieve improvement in Tndividual schools and LEAs.

- The use pf scrutinies to look at areas where major change js
proposed to ensure that implementation is planned and managed
EFfEEL1UE1nyﬂT example the organisation of student loans.

A

Angqus~Fraser
6th January 1989
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Annex A
The Department of Education and Science

Total expenditure on education and science amounts to E£18 billion p.a.,
split £11 billion to schools, £5 billfon to further and higher
education (including ES00 million by the Universities Grants Committes
on science) and £700 million by the Research Councils.

A major change which the department will have to allow for over the
coming years will be the dempgraphic changes in the numbers of children
and students. [In 1995 the number of eighteen year olds will be nearly
two- thirds the number in 1983 (580,000 comparad to B50,000). This will
have a major impact not only on the DES but alse on future employment
patierns.

Activities of the Department can be considered in three areas: schools,
higher and further education, and science.

A SCHOOLS

The devolution of budgeting to schools, the widening of parental chaice
and allowing ‘money to follow the child' are all factors which should
result in better education and greater efficiency but the DES has &
major role to play in ensuring success of the ERA and the achievement
of better value for money. Key areas are:

1) Internal Organisation

Prior to the ERA the DES concentrated on policy matters with the LEAs
being responsible for direct administration. But with the ERA the
Department will become responsible for more executive functions. These
include the approyal of appi1cat1un5 Tor schools to become grant
maintained and, when successYOT, monitoring them. The Department will

also have responsibility for running the City Technology Colleges,
The DES needs to be correctly organised to handle these new roles.

2} Local Education Authorities

The LEAs will, however, sti11 be responsible for the majority of all
expenditure on schools. This leads to the guestion of how the
Department can influence what the LEAs and fndividual schools should be
doing. In particular, does the DES have clear cut gbjectives and
targets for the LEAs and how will it know whether these are being
achieved?

As more responsibility is assumed by the centre and local schools, the
work load on ti As should decrease. The DES needs To ensiye that
such a decrease will actually occur and that Tess resources are used by

LEAS to mateh the reduction in activity.

1) Monitoring improvements 1n results

The Department has set itself targets in various areas like the success
rate at GCSE for school leavers, percenfages of pupils passing exams i

m . €s and languages and numbers of teachers etc. The setting
of 2 national curriculum with attainment testing at various ages will
indicate how pupils are pragressing during their time at school. These
targets, objectives and cutput measures are useful, indeed vital, but
the Depariment needs tc consider now how 1t will use them and how it
wilil take corrective action if the targets are hot beira met.

e




Since the last YFM seminar the Department has done some useful work in
devising performance indicators for assessing local schools but
prograss on using them has been slow and onTy this year is a pilot
pragramme being introduced in certain areas. There needs to be faster
progress in this area and, as with ocutput measures, the Department
needs to consider now how it will be using the performance indicators.

For instance, ﬂlﬁ_t_s.m_l;g_mm}.f.:.:hniﬂ_&si%ri which make good
sthools so that the Tessons can be transferred elsewhere?

4)16-1E Year alds

One of the targets mentioned at the last seminar was an increase in the
number of pupils staving on at school beyond the age 16. However, ft
is $ET1T not particularly clear what the objectives are and who is
responsibile for training and education at the 16-18 Tevael. Is it the

DES, DTI or the DEm? Indeed who are the customers? [Is it the pupils
or potential empioyers?

Planning in this area needs to take account of the demographic
reduction in the number of 18 year olds between now and 1995.

B HIGHER AND FURTHER EDUCATION

Higher education is the next area where the DES will be Tooking at
policy jin detail . with the subjects covered including participation
rates, types of degree and financing. The participation rate in the UK
is poor in comparison with other countries.

The ERA will result in the creation of the Polytechnics and Colleges
Funding Council (PCFC). Both this council and the Universities Funding
Council (UFC), which will replace the University Grants Committee, will
be spending substantial amounts of money and the Department needs to
set clear objectives as to how the money will be spent. It also needs
to ensure that both councils have a clear task to improve value for
money .

Announcements have recently been made on student Toans. The Secretary
of State may be able to advise on what progress is being made in this
area and how the scheme will be implemented.

———m

€ SCIENCE

Expenditure on civil science currently amounts to arcund £1.3 billion
with £700 mi11ion being spent by the Research Councils and Z600 million
of expenditure by the UGC being related To science. The Department has
been looking at performance indicators for the science base and all the
Research Councils will be repertino on & common basis this year.

Does the Department have clear objectives for the money it spends on
sctence and how will 11 assess whether the money it spends will achieve
the objectives? At present, funding for science is mede via two
agrganisations, the Research Councils and the UGC. ThesSecratary of
State may have comments on plans to change the way science is funded
with a1l meney being channelled via the Fesearch Councils.

Much of the DES expenditure on science ties in with the aims of other
Government Departments (for instance, research on Alds with the

Department of Health; and the the work of the AFRC and WERC with the
MAFF and DOE respectively). The DES needs to maintain close contact




with ather Departments to ensure that research is being directed to the
right areas.

D AGENCIES/SCRUTINIES

The DES's record on scrutinfes 1s not goody The last one was carried
out twoeyears ago (on reducing places at schools) and pane-is currest]y
planned.  With so many changes taking place, now would be a good time
to relaunch the scrutiny programme within the DES.

The DES is not in the forefront of setting up agencies, gQiven the
limited executive functions handled by the Department. A study is
currently under way to see it the pension operation could becoma an
agency, possibly including similar functions from other Departments.




Annex B

DEPARTMENT OF EDUCATION AND SCIENCE

H EXPENDITURE 1987 /BB 1988,/89 1989,/90 1548{,/91 1991 /92
fm
Schools 10479 11341 11780 12190
Higher & Further
Education 4036 F2l4 5713 920
Miscellaneous 1008 1138 1241 1250
Research Councils fRE 719 240

ik e . =

17081

Central Government
Local Authority

B DEPARTMENTAL RUNNING COSTS

Costs LIn 5.
Manpower 2454

C PRIMARY AND SECONDARY SCHOOLS

Pupil and Teacher Numbers 000

Under 5= 3 EER
Primary 5 3467
Secondary 307 2821
Special Schools a7

Tatal 61 6943

No of Teachers
(P & 5 Schools) 394
Pupil/Teacher ratio " 17.0




0 HIGHER EDUCATION

Kumber of Students

1987 /88

HOME
Universities 26l
Public Sector Higher
Education
Total
OVERSEAS STUDENTS

TOTAL

E SCIENCE

Expenditure by research councils

1988/89

Agriculture and Food Research Council
Economic and Social Research Council

Medical Research Council

Natural Environment Research Council
science and Engineering Research Council

(thers

Tatal

1989/90 1990/91 1991/9%¢
‘ooo
271

249

-

a0
b

Im
1988 /89

61
28
150
92
369
g

709




Annex C
QUESTIHHE

A SCHOOLS

Grant maintained schools

How will the DES handle applications for grant maintained status given
the uncertainty over numbers?
What criteria have been set for approving or rejecting applications?

What systems are planned for managing the schools?

Targets and Performance indicators in schools

What progress has been made in the first 2 years? What is the result?
What improvements are planned for the use of performance indicators?

16-18 year alds

What objectives does DES have for 16-18 year olds? How do these tie in
with the objectives of DE and DTI?

B HIGHER AND FURTHER EDUCATION

What objectives and targets have been set for the PCFC and UFC?

There is a downward trend in the percentage of university expenditure
that is centrally funded, and Kenneth Baker's recent speech at

Lancaster indicated that the trend will continue. C[oes a target exist
for what the ultimate percentage should be, and how it should be met?

C SCIENCE
What does DES see as the ouputs from the expenditure on Science?

[ SCRUTINIES/AGENCIES

What plans does the Department have for agencies - for example the
Pensions organisation in Darlimgton, or the HMI?

What about scrutinies? Is the orgamisation of HMI & suitable topicl




10 DOWNING STREET
LONDON SWIA 2AA

From the Principal Private Secretary
26 Januacy 1487
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VALUE FOR MONEY IN THE DEPARTMENT OF EDUCATION AND SCIENCE

Your Secretary of State gave a presentation to tha Prime
Minister this afterncon about Value for Money in the
Cepartment of Education and Science. Sir Robert Armstrong,
Sir David Hancock, 5ir Robin Ibbs, Professor Brian Griffiths
and Miss Kate Jenkins of the Efficiency Unit were present.

Your Becretary of State gave a description of the
expenditure for which DES were responsible, indicating the
extent to which the Department could eontrol and influenco
spending under each heading. Points made in the presentation
WEre:

(i) The steps in the development of Lhe mathematics
curriculum were described. Thare had been initiatives to
improve teacher training and the training of head
teachers. The establishment of a staff college Eor head
teachers was belng consldered.

{ii) Although the size of the science budget had
ingcreased, there was juﬁtiEicatiup in the complaint that
there was "less money For science™, because Ethe falling
exchange rate had increased the burden in starling terms
on the science budget of contributions ko projects
abroad. The Prime Minister commentad that she doubted
the value of the UK's continuance in the CERH project.
The Secretary of State said that the decision on our
future in the project would be made in the summer.

(11i) Spending on universities had declined in cost terms
since the Government came into office. The amount of
funding Erom industry for research grants and contracks
was still pitifully small. Although the universities
were receiving proportionately less now from central
Government, they were still much too dependent on public
money. It was important to Increase the participation
rate if the decline in numbers of graduates was to be
arrested.

tiv] The effects of declining school population posed
great problems of management. It was becoming

CONFIDENTIAL




f COHPLBERT L AL
/ . 2
‘ 1
r

Sreasingly difFficult to secure the target reductions in
schoals and thus to realise the huge sums tied up in
surplus capacity. There were likely to be special
difficulties in securing school closures in the next few
months. A report, initiated by his predecessor, would be
published socon showing a considerable backlog in
replacing poor school bulldings.

(v} Some authorities, especially in the North, could
not raise capital receipts by selling redundant land
because there was no local demand Eor the land.

In concluding his presentation, your Secretary of State
gsaid that his current targets were:

(i) to take the polytechnies out of local government;
(1i) to establish the basis for a national curriculum;
(1i1i} to start city technologleal colleges;
{iv) to begin devolving budgetary contrel to schools:
(v] to increase the staying-on rate of 16 to 13 year
olds; and
(vi} to set up a staff college for headmasters.

The Prime Minister comrented that your Secretary of
State's presentation was focussed on inputs into the education
gystem: He had not had much to say aliout cutpuks, Without an
assessment of outputs, the resources devoted to education
could not be managed properly. 5o there needgd to be more
sutput yardsticks. She appreciated that in many areas the

Secretary of State did not have powers to determine the
direction of spending. But this did not rewove the need to
have properly worked out targets for the Government's
objectives. Without such targets, the Government would not
know whether it was succeeding in influencing expenditure as
it wished. She welcomed.the Department's work on performance
indicators. Clear responsibility needed to be defined for
meeting targats and thare needed to be systematic arrangements
for monitoring output. Sir Robin 1bbs and her Efficiency Unit
should considar with the Department what further nesded to be
done to meat these objectives. She was also concerned that
the improvements sought by your Secretary of State were
envisaged to be a long time in coming. He should guard
against over-consultation which was endemic in the education
world.

The Secretary of State then described his thinking on a
forthcoming Education Bill. The Prime Minister emphasised her
belief that Fundamental Improvement of the school system
would not he achieved without some arrangements whereby moneay
followed the child.

I am sonding a copy of this letter to the Private
Secretary Lo the Chief Secretary, Sir Robert Armstrong and

§ir Robin Tubs.
:U.?-:JE W9

(M. L. WICKS)

R. L. SBmith, Bsqg.,
Departmenl of Bducation and Science.

CONFIDENTIAL
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SECRETARY OF STATE FOR EMERGY
THAMES HOUSE SOUTH
MILLBANK LONDOM SWIP 40u
01 211 6402

The Rt Hon John Major MP

Chief Secretary to

The Treasury

HM Treasury

Parliament Street

LONDON

SW1P 3AG 5 sanuary 1989

W |

NEXT STEPY AGENCIES: AMENDMENT OF THE TRADING FUMDS ACT 1973

I am sure the proposals in your minute of 20 December to the Prime
Minister are a useful reform. They should enable a more appropriate
financial regime to be devised for many prospective agencies.

However, if the additional flexibility available from trading fund
status is to prove effective, you may need to look again at your
intention to fund borrowing by agencies from parent departments’
Votes, rather than from the National Loans Fund. I can see that
this proposal is consistent with parent departments' overall
responsibilities for agencies under their control. But my
Department's experience with funding British Coal's loans on Vote
shows that problems can arise - &g in coping with the need for
advance authorisation of daily cash requirements. Financing
borrowing via Votes needs to be made more flexible, with the
possibility of borrowing limits being raised swiftly if necessary
{aEd?E the present case with borrowing from the National Loans
Fand).

I am sending copies of this letter to the Prime Minister, to members

of E{(A) and Cabinet colleagues, to Richard Luce, and to
Sir Robin Butler and to 5ir Angus Fraser.

CECIL PARKINSON
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DEFPARTMENT OF TRAMSPORT
1 MARSHAM STREET LONDON SWIP 3EB

My rei: C/PSO/14600/88

Your raf

PA~ A+ hoo
The Rt Hon John Major MP pvﬁg *dc1k

The Chief Secratary to the Treasury lﬂiq;
HM Treasury Lt{'
Parliament Streat

London

SWl

=3 JAN 1989

NEXT STEFS AGENCIES ; AMENDMENT OF THE TRADING FUND ACT 1973
: i =

L'l

1 have seean your m}nute of 20 Deceﬁber to the Prime Minister,
which I warmly suppdrt.

As you know, it has for some time been a source of frustration to
us that we cannot give Vehicle Inspectorate a fully commercial
accounting framework because of the tachnicality that 1t is not
“trading® as the lawyers define it. While considerable progress
has been made in developing the Memorandum Trading Account as an
ingtrumant of management control, it will undoubtedly enhanca both
the clarity and consistency of control systams and the scope for
efficient management of funds, toc go the whole vay to a fully
commercial accounting system, as your proposed amendment will
allow. It is clear that there are other fee-earning executive
functions which would benefit from similar treatment, including
some within my own Department.

I very much hope that it will be possible to find an early slot
for the necessary legislation, which will be a very positive and
significant development of the "Next Steps” initiative.

1 am copying this letter to the Prime Minister, E(A) and Cabinet
colleagues, Richard Luce, S5ir Robin Butler and Sir Angus Frager.

,

\\f

PAUL CHANNON
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DEREGULATION ROLLING REVIEW FROGRAMME

The Prime Minister was grateful for
your Secretary of State's minure of 20 December
and has noted the programmecf work now being
put in hand.

I am copying this letter to the Private
Secretaries to members of the Cabinet, and
to members of MISC 133, to John Sawers (Minister
of State's Office, Foreign and Commonwealth
cffice), Trever Woolley (Cabinet Office)
and to KEate Jenkins (Efficiency Unit].

h Sres

]
=

PAUL GRAY

a8

Heil Thornton Esg
Depa

retment of Trade and Industry

i;ﬁf;




| 5]

the: deparmment for Enterprise

p B
PRIME MINISTER

2if 42

DEREGULATION ROLLING REVIEW PROGRAMME

We agreed in July that the revision of existing requirements and
ragulations to minimise thelr impact on business would benefit
from being organised in a more systematic manner. As a result of
this, we agreed that MISC 133 should institute a rolling

—

programme of deregulation reviews, with each Dapartment
nominating at least one area of its work relevant to business for
eXxamination in aach programms .

Francis Maude has since consulted with his colleagues on MISC 133
and drawn up a list of proposals for the first round of the
programma . I attach a copy of the list of these proposals
agread by MISC 133 colleagues for circulation to Departments.

I shall report to you in June 1989 on the outcome of this first

programms, with the results or a progress report where appropriate.

The Enterprise and Deregulation Unit have, as agreed, been in
close touch with your Efficiency Unit in determining the method
for these reviews, and to snsurs that there Iz no duplication of
araas to be tackled.




5]

the depanmment for Enterprise

I am copying this letter to Cabinet colleagues, to members of

MISC 133, to Lynda Chalker, to Sir Robin Butler and to 5ir Angus

Fragser.

20 Decembar 198H

Department of Trade and Industry




FIRST ANNUAL ROLLING BREVIEW PROCRAMME
MAFF
Compulsery Dipping of Sheep against Shaap Seab

This will comsider the burden to farmers and possible alternatives ms

compulsory dipping whilst maintaining adequate control owver the dissase.
Enforcement of Fruit and Vegetable Markecing Standards.

Revigw of the EC regulations laying down markering scandards for fruit

and vegetablas and their impact on UK traders.

B4 Customs & Excise

(i} VAT Second-hand Schemas
VAT 1s paid on the margin between the selliag and purchase price with
second-hand schemes. The review will examine ways of reducing tha

reccrd-keeping requirements.

Export Data Caprcure

The review is to examine increasing direct trader input of export data

in Custo=s computars to bring it ints line with iZport systems.
DE & HOD
(i}  VWork Permit Scheme
To ensure that the rules and speration of the scheme anabls business Eo

hire overseas nom=-EC staff wicth the minimum safeguards for tha

employment of resident labour and for immigration control.




ipecial Industrial Use Classas Order Pare II

To review the Special Industrial Use Classes, which is a digparate
industry group lncluding chemicals, petrochemicals and animal by-

products with a view to ractionalising the classifications.

FHS Standard Condicioms of Contract

To overhaul Health Autherity procedures for tendering and contracting,
with partieular rafarence to extending competition and to following best

PrOCUTEmEnt practices.
BHE Supplies
Lo streamline the NHS approved supplier/contractor system, under which

at preseat each regiomal WHS Authority conducts its awn saparate vetting

and appraisal.

Deta Pratectisn Act

Review of implementation of the Data Frotection Act 1984, with
particular regard to the impact on data users of the regiscration

requirementcs.
Business Licences

Review of the administration of the business licances for which the HD

is responsibla.

Inland Revenos

Li)

Comminications with Employers on DAYE

Full scrutiny-style review of all communications with soma 1.7 million

employers on PAYE, eg beginning and and year documents, start and

termination of PAYE schemes, etc.




The need for such a review arose bacause the number of forms issued to
business had begun to inerease apain (after some 3,500 had been

abolished in the S5=-year period 1982-7),

Enquiries of Business

To draw up a programme for simplifving the way in which social security

aformation is obtained from employers, and for dropping ourdated
requiraments.

HGV & P5Y Operator Licensing

To consider the scope for reducing the burden imposed by operacor

licensing on goods and passenger vehicle operators.

steel Scrap Export Licensing

{a) Ferraus Scrap

Io reviaw the need for export licences for all grades of steel and non-

alloy scrap. No licence has been rafused szince the Régulation was
introduced.

4}

Contiol of Stainless Stesl and High Allaw Serap Exports

To raview the continuing need for an early 1980's dgrasmant between DTI

and the steel industry giving 350 first refusal on all supplies.




Begional Selective Assistance

To censider the possibility of a shortened and simplified pffer letter
for smaller cases and the extent to which payment and monitoring

procedures can be zimplified.

Insurance

To review the data collection requirements of this area with 5 wiew Ea
eliminating thoge which are unnecessary while making the essential
compliance, collection and use of data as cost-effective aa posasiblea.

Copper Scrap Quotas

To prepare the case for the removal of the anoual quota imposed by the

EC on copper exporbs.

Export Procedures Review Implementation (with C & E and MAFF).

To implement the recommendations of the EDU's Export Procedures Review.

Factories Act Section 139

To review the need for emplovers to post copies of health and safecy

regulations and notices at workplaces, with a view to amendment or
repeal of 5.139 of the Factories Act 1961.

Business Licensing

Review of the administration of business licences.

Fire and Building Review

Beview of overlap of building control and fire regulation, the way the

legislation is implemented and the requirements for consistent

anforcement.
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‘EROM: CHIEF SECRETARY
DATE: 20 December 1988

PRIME MINISTER

HEXT STEPS AGENCIES : AMENDMENT OF THE TRADING FUNDS ACT 1973

I am writing to propose that, subject to our future legislative
pricrities, we should legislate to extend the Government Trading
Funde Act 1973 so that in suitable cases Next Steps agencies could
have financial regimes modelled U;-t:ading funds. This would
give them greater budgetary freedom and flexibility than is
normal ly available under Parliamentary EUFET;-E?EEEdHIEH while
maintaining a sound basie for financial control. Legislation is
necessary because the 1%73 Act limits trading funds to bodies
which involve "trading® in a legal sense. This excludes bodies
providing services under a statutory obligation and with requlated

prices. BSome Next Bteps agencies operate under market conditions
and will satisfy the reguirements of the 1973 Act = for example
HMSC which the Chancellor has just announced as the third HNext
Steps agency already has a trading fund. But for others some
extension of the statutory criteria is necessary Dbefore trading

fund treatment could be granted.
e =

. If you and colleagues are content with the policy, I shall
bid for a short Bill in the 1989-90 Seseion.

—

3. It is clear that the normal supply and expenditure arrange-

ments will provide a suitable framework for many agencies,
particularly if the wvarious flexibilities awvailable including
recent enhancements are fully and properly used. However, I
believe there are a number of activities which are demand-led,
financed in full from receipts and which will be able to

demonstrate greater efficiency gains by operating under a fund
arrangement. The commercial accounting framework of a fund would
increase the scope for efficient cash and asset management by
providing the full range of flexibilities normally available in
commercial operations. In particular, there would be greater
easa in dealing with cash flows between financial years; and
powers to borrow or create reserves under proper controls.




4. Each case would be considered on its merits and we cannot at
present estimate the npumber of cases in which a trading or
*agency" fund would be necesasary for extra efficiency. But both
Richard Luce and I are satisfied that the scale will prove
sufficient to justify seeking extended powers from Parliament.
The Vehicle Inspectorate - the first agency - is an example where
we have already recognised in the policy and resources framework
that a trading fund regime would be desirable.

= The main amendment we have in mind would extend the present
aenabling power to agencies which satisfy the presant criteria in
all respects except that they exercise a monopoly {Eig. in
Government regulatory or registration work) and are nak therefore

regarded 1&&5113 as trading in an open market. Otherwise, the
b8sic approach of the present Act would be maintained: currant
expenditure would generally be fipnanced from revenue without
recourse to Votes; the body would need to break-even taking one

year with another, including, for example, recovering pension
coste; tha powars in the Act to set further financial targets
would wensure recovery of full economic Costs; and any reserves
created would be subject to existing statutory controls.
Publication of full audited reports and accounts would continue to
be reguired.

B . We do, however, intend one significant change in the provi-
sions for borrowing which, under the present Act, is always from
the National Loans Fund. For agencies which are conducting

requlatory or other activities on behalf of their parent
departments we think it would be more appropriate for borrowing to
be financed from Votes. This would clarify the responsibilities
of EEEhrtments and, wa suspect, make the proposal more acceptable

to Parliament.

i We shall consider further various other important details -
for example the exact criteria for gualification, the types of

receipts that might be allowed agency fund treatment; and means
of ensuring that we can continue to monitor and account for the
cost of the Civil Service as a whole.




8. The original Trading Funds Act was welcomed by Parliament and
I would expect this extension of it to be seen as a desirable
development of the Next §Steps initiative that you announced
earlier this year, though it would be prudent to consult before
introducing the Bill.

L ¥ RHichard Luce 1is content with my proposal and has kindly
agreed to lend his support in Bill proceedings. If wyou and
colleagues are content with this policy development I will pursue
tha legislative possibilities with QL. Subject to further con-
gultation with the Lord President and Richard Luce, I see merit in
announcing quickly our intention to seek these extended powers in
terms which wonld not prejudice the exact timing of legislation.

10. I am sending copies of this minute to E(A) and Cabinet
colleagues, to Richard Luce and to Sir Robin Butler and Sir Angus
Fraser.
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JOHN MAJOR




1o DECEMEER 1988

VALUE FOR MOMEY IN THE POLICE FORCE

Although Ehe Home Office could not immediately tell me of
any occasionsg when their Ministers had spoken of the need to
secure better value for money in the police force, Wick
Sandarson subsegquently wrote to me on the lines of the
attached.

¥You will see from the Annex that all the references to tha
need For value for money were made in speeches by Homs
Office Ministers to the police. Brian Mower confirmed that
none of theze had been press released. Only one of them
gpecifically mentioned the work of the Rudit Commission.

It iz obvicusly right that Home Office Ministers should
reqularly speak to the police about the need for efficiency
and sconomy. But I do not think that speeches in this
clozed environment meet the need for the Government to be

zeen to be attaching importance to this issue.

I draw this correspondence to your attention in case Nick
Sanderson raises it with you following your recent latter.

e
o

CAROLYN SINCLAIR




Houxe Ormice
QUEEN ANKES GATE
LOXNDON SWIH BAT

Decembar 198E

VALUE FOR MONEY IN THE POLICE FORCE

You spocke to me about this subject earlier this week, having
seen my recent letter to Paul Gray, and asked about the occasions
on which Ministers had spoken publicly about the need for greater
efficiency in the police force. It is, in fact, a theme that
occurs in almost every speech which Home Office Ministers make
about the peolice, whether at gatherings of policemen or more
generally. I enclose some extracts from major speeches by the
Home Secretary, Mr Hogg and Lord Ferrers at which value for moneay
has been one of the themes. There are, of course, many other
occasions on which this theme features,

Wa always try to get press interest in Ministers' ramarks on
value for money, whether in speeches or other announcements. I
attach a recent lengthy article from the Daily Telegraph which

was inspired by Home Office briefing.

Please let me know if you need to know more.

e
Xk \S S P

R C SANDERSON

Miss Carolyn Sinclair
Ho 10 Policy Unit




Annex

to or abeut the molice

SECRETARY Coniferance 10

Senlor Corzmand Course

23 September 1987

speach to Police Foundation 11
April 198B

Epeech at Chief Constables' Club
Annual Dinner 12 May 19B&8

EECRETARY speeaclh to Folice Federation
Conference 18 May 1988
Opening Address to ACC/AMA

on Cilvilianisation 24 June

SECRETARY Speech to Peclice Superintendents'

Assogciation Conference 20 September
1988

Speech to Senior Command Course
i i 22 Septembear 1988

Metropolitan Pelica
Hanks 19 October 1983,
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13 December 1988

PS/Minister of State
Privy Council Office
Whitehall

LONDON
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LAUNCHING OF HM50 AS AN EXECUTIVE AGENCY

In accordance with the Government's commitment of last July, WHMSO,
is being established as an Executive Agency on Wednesday of this
... week, 14 December: A copy of the Framevork Document is attached.

HMS0's agency status will be announced by means of a Written
Parliamentary Answer on Wednesday; and the EconomIT Secretary will
be holding & s=special Press  Conference at HMSO's MNine Elms
Publicaticons Centre.

The Framework Document includes a Foreword by the Chancellor. As
this makes clear, HMSO has operated on & commercial basis since
its establishment as a Trading Fund in 1980 and 'untying' in 1982.
It therefore already enjoys substantial managerial freedoms.
These freedoms will now be further enhanced, and HMSO will be
expected in return to achieve progressively more demanding
financial and performance targets. The Foreword also underlines
the strength of the Government's commitment to the Executive
Agencies initiative.

The main novel features in the Framework Document which are likely
to attract interest are:

(a) , @ more flexible pay and grading structure which
represents & more fully performance-related nye'.ten than
has so far beefi attempted elsewhere in the Civil
Service; 3 =y




progressively more demanding financial objectives, to be

expressed in terms of annwal profit and performance
targets set by Treasury Ministers;

(c) the possibility of an extended customer and product
base;

(d) provision for up to three non-executive directors on
HMSD's Board.

A new Treasury Minute, also to be laid on Wednesday provides for
HMSO0 progressively and substantially to increase its annual
profits over the next five years.

In presenting the launch, the Economic Secretary proposes
particularly to emphasise the new flexibility on pay and grading
and the progressively more demanding profit and performance
targets. He intends to make clear the importance the Government
continues to attach to the Euicutlve Agencies initiative. oFf
reply to likely questions about privatisation, Treasury Ministers
pwup£5ﬂ to stick with the line in the Chancellor's July Written
Answer that the Government has no present plans to privatise HMSO.

Agency status will not directly affect HMS0's dealings with
Departments as partners or customers. As noted in the
Chancellor's Foreword, Departments have been free since 1982 to
choose whether or not to use HMSQ's services. HMSO will continue
to compete with other suppliers of such services. The
non-exclusive supply and service agreements which most Departments
have with HMS0, as recommended by the Central Unit on Purchasing,
will not be affected.

I am copying this letter and the Framework Document to the Private
Secretaries to the Prime Minister, Ministers in charge of
Departments and to the Private Secretary to Sir Robin Butler.

Yonis,

- =

M vz bz« e
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MOIRA WALLACE

Private Secretary




FRIME MINISTER

THE AUDIT COMMISSION AND THE POLICE

Last month you agreed, in response to a note from Carolyn
Sinclair, that I should write to the Home Office recording
your wish that Home Office Ministers should take opportunitias
to emphasise the importance of Value for Money initiatives in
the Police Service - particularly those stimulated by the
Audit Commission. My letter is at Flag A.

The Home Office have now responded with a long letter
(Flag B}, most of which is concerned with intiatives other
than those by the Audit Commission.

Carolyn Sinclair's further note (Flag C) is critical of the
dome Office response which she deseribes as "waffla®, She
provides evidence that the Home Secretary's commitment thus
far to improve police Value for Money has been, at best, luke
warm. And she recommends that it would be worth reiterating
the importance you attach to this area, and spacifically
urging the Home Secretary to pick up this theme when he
addresses the Policy Studies Institute in January.

Content that I should minute out in the terms suggested by

Carclyn Sinclair?

bocc

PAUL GRAY
9 December 1988
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1 December 1988

FCO Value for Money: Sponsored Visits

Thank you for your letter of 29 November recording
the diecussion at the Prime Miniater’s Value for Money
Seminar on 28 November. 1In the light of the Prime
Minister's comments about the gponscored visits programme,
I thought it would be useful to set out detalla of  the
money spent and what it huya S —

The Conservative Party manifesto for the 1987
elaction said: "We will bring more young people from
Commonwealth and other countries to train and study
in Britain"™, This year, the British Council will spend
£136 million on bringing over 30,000 pecple to Britain
for study, training and cxchangEa (I enclose a detailed
table setting ocut the categories of visitors and the
number handled). Of the total amount spent, 15% comes
from the Council’s own resources and a further 11% from
foreign governments paying for visits to be arranged for
their own nationals. However, the lion’s share (74%)
goes towards programmes arranged on behalf of the
Diplomatic Wing and the ODA. For example, this year some
£91 million will be spent on awards forming an integral
part of our _ald programme, “subject to the closest
mmnlturing and Ecrutlny

The inward exchange programme is therefore closely
meshed into the Government’s overall obhjectives of
extending our influence abroad. In the first place it
creates a network of present and future leaders with a
deeper knowledge and understanding of the UK (it is
significant that the French and Germans spend several
times as much as we do on such activities). But the
programme is also good business. Foreign Governments and
international organisations pay almost £15 million a year
to participate, while overseas students FYone generate
some £1 billion per annum in balance of payments
heﬂﬂf_t-tﬂ: e = - T
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CONFIDENTIAL AND
MANAGEMENT: IN CONFIDENCE

As the attached Corporate Plan shows, under their
new Director=-General, the British Councll have taken
great strides in improving their management and working
methods. In particular, they have embarked with
enthusiasm on the current Efficiency Scrutiny.
Consaequently we ara confident that their activities, and
in particular the operation of the visitse programmes, are
eharply focussed and fully integrated into the
Government's overall policies.

I am sending a copy of this letter to Kate Jenkins
in the Prime Minister’s Efficiency Unit.

-

LIMA_

(T § Wall)
Private Secreatary

oJ
r

N L Wicks Esq CBE
10 Downing Street

CONFIDENTIAL AND
MANACEMENT: 1IN CONFIDENCE




[NWARD EXCHANGE PROGRAMMES ADMINISTERED BY THE
BRITISH COUNCIL IN APRIL 1988/8%

ANNEX A

British Council Visitors and Study tours

Senior academic and professional
visitors to Britain with progranmes
organised by the Council and typically
lasting one or two weeks. WVisits are
arranged on an individuaal orf group
basis. The Council contributes part
of the cost of these programmes and in

some cases charges an administrative
fee.

British Council Fellowships

Scholarships for periods of academic
study at postgraduate level in British
institutions of higher education from
gix monthe to three yeare. The value of
the award variee from a prestigious EFull
scholarship to a grant-in-aid., Most of
the costs,; sspecially in the developed
world, are met by the Fellows.

British Council Courses and Summer Schools

Short courses which anable selacted
overseas spacialists to study recent
developments in Britain. The majority
of participants come from Western
Earope, Sumnmer schools are organised
each year to enable practising teachers
of English to improve their skills. The
largest group of participants 1s from
Eastern Eurcpe. The Council's second
Corporate Plan will include targets to
place all British Council courses on a
cost=-recovery basis.

Other Training and Professional Visits to the
] 4

Mainly short-term visits to the UK by
Senior Academics designed to establigh
links betwean universities or
departments. Also some specific
scholarship schemes administered by the
Britlsh Council, e.g9. the Hornby
Educational Trust Awards for Teachers of

CC3IADY




English, and specific schemes like the
EBEuropean Young Lawyers' Scheme and the
Commonwaalth Young Lawyers' Schemse. The
Coancil funds the UK administration
costs of these schemes, but the
oparational costs are usually met from
athar sources.

FCO agency—-funded awards

The Foraign and Commonwealth Office
Scholarships and Awards Scheme; the Cyprus
and Malaysia fee-support schemes; and the
Commonwealth Scholarship and Fallowship Plan
designed to encourage academic studies in
Britain by citizens of Australla, Canada and
Hew Zealand. Operational funds and
administrative costs are paid by the FCO.

ODA agency-funded training and visita to the UK 13742

The Technical Co-operaticn Tralning
Programme; ODA South Africa Scholarships
Scheme; Commonwealth Scholarship and
Fellowahip Plan for Hew Commonwealth
Countries. Operational funds and

administrative costs are paid by the ODA.

Client-funded training and visits to the UK

A range of contracts, won from oversess
governments and international agencies, for
arranging and administering short-term visits
or long-term training in the UK. The direct
costs of the training/visit are provided by
the client, who also pays a management
charge, Clients include the United Wations,
European Community and World Bank.

Youth Exchanges and Civic Links

Grants to support youth exchanges from
other countries to Britain and to
encourage town twinning relationshipa
between local authorities and
comnmunities in Britaim and overseas.
France, Germany and the Eastern Bloc
predominate among partoner countries.

Total
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