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OVERSEAS DEVELOPMENT ADMINISTRATION
ELAND HOUSE
STAG PLACE LOMNDON SWIE SDH

Telnphone 01=2T% 0409

From the Private Becretary 28 February 13980

Charles Fowell Eag
Frivale SecreLapy

10 Downing Strest
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GOVERNMENT HESEARCH ESTABLISHMENTS: NEXT STEPS ACTION PLAN

Mrs Chalker hHas seen the Chief Scientifie Adviser's minute of 20 February,
and is content with the proposed Action Plan,

be the draft Actionm Plan ipdicates, the Oversess Davelopment Natural
Resources Inssitute (ODNEI) will be launched as an Agency on 1 April 1580,
A formal customer-coniractor relationship hos existed between the ODA and
the ODNRI since 1984, and most of the Guiding Principles for an internal
morket will be introduced by April 1980,
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the department for Enterprise
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FRIME MINISTER
GOVERNMENT RESEARCH ESTAPLIEHMENTS: NEKT STEPS ACTION PLAN

I have seen 5ir John Fairclough's report to you on "Next
Steps’ and competition at Government Research Establishments.
I wholly endorse this report. Bir John's proposals for 'Hext
Stepe' disciplines, the separation of customers and
contractors and the introduction of fair competition should
lead to significant improvements in the value money from
expenditure on scientific research required by Government.

The two Research Establishments which have so far been
established as Executive Agencies are both within my
bDepartment. The DTI has made substantial progress in
implementing all the guidance in the notes which accompany Sir
John's report. 1 am confident that DTI will be fully prepared

for the internal market in research due to commence in April
1991,

I am copying this to recipients of Sir John's minute.

lf February 1990
DEPARTMENT OF TEADE AND INDUSTRY
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Prime Minister

GOVERNMENT RESEARCH ESTABLISHMENTS: NEXT ETEPS ACTICN PLAN e

e o T R
S8ir John Fairclough copied his minute of 20 February about
Government Research Establizshments to me.

My Department is not directly involved in the exercige to examine
the feasibility of turning Government Research Establishments into
Next Steps Agencies, but I support the conclusions Sir John invites
E(SET) to reach in paragraph 16 of his minute.

I am copying this to other members of E{EST), Dawvid Waddington,
Michael Howard, Malcolm Rifkind, Lynda Chalker, Richard Luce,
Bir Robin Butler and Peter Kemp.

25 February 1330
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Treasury Chambers, Parliament Street, SWIP 3AG

Andrew Turnbull Esg
Private Secretary
10 Downing Street
London
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MOD: THE 24 PER CENT EFFIEIEHE}LERGGRAHHE
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¢

2/ February 1990

The Chief Secretary has seen-a copy of the Secretary of State fer
Defence's minute of l&TFebruary to the Prime Minister, enclosing
the latest progress report on the Ministry of Defence's 2% per
cent efficiency programme.

o The Chief Secretary welcomes the proposal in the report to
set targets from 1991-92 to 1994-95 aimed at maintaining the
current rate of efficiency improvement, of 2% per cent a year, as
an average over this period.

3. He has noted the Secretary of State's refarence to
international events and the possibility of substantial change and
turbulence in the defence programme. In keeping targets under
review in such a sitevation, it would be necessary to establish
which parts of the programme were actually affected by change.

q. The Chief Secretary welcomed the inclusion in the report of
axamples of the sort of measures which have heen identified.
Howewver,; he thought it would be helpful to be able to put these in
context. This could be done by including in future reports some
analysizs of the ways in which more efficiency is being achieved
(in terms of the main categories of management action, for
instance civilianisation, contractorisation); a commentary on
experiencea to date, including whera the drive for greater
@fficiency has been particularly successful and where more ramains
to ba done:; and a forward-looking assessment of how the Department
intends to achieve more efficiency in the future (taking account
for instance of Govermment-wide initiatiwes).

B Thare have bean discussions batween MOD and Treasury
officials from time to time on these and other issues. The Chief
Secretary hopese that Treasury officials will be kept in close
touch with developments in the programme - including MOD's systems
for validating efficiency measures.

[ I am copying this letter to Sir Robin Butler and Bir Angus

Fraser, kqﬁ-P
Cans i~
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FRIME MINISTER
MOD: THE 25 FPER CENT EFFICIENCY PROGRAMME, THIRD REPORT

At the VFM Seminar in June last year, MoD originally proposed
that after three years of 2% per cent efficiency improvement, the
target for 1991=-92 and 1992=-93 should provisionally be set at
only 1% per cent. They argued:

{(a) the easy savings had bean made
(b} in 1991-92 MoD's attention would be on putting the New
Management S5trategy into place.

You cbjected to (a) on the grounda that everywhere alse in the
world improving efficiency is seen as a continuing rather than a
finite process, and that NMS should provide the means to secure
greater efficiency. You partially accepted {(b) but argued that
if the improvement was less in 199%1-92 the short fall could be
made up in subsequent years.

Mr. King has now provided his latest report - Flag A. This shows
that in 1988-89 the target was over fulfilled. While the savings
estimated for 198%-90 ﬂurrentii_}all slightly below the target,
every effort is being made to achleve it. For 1990-91 achieving
the 2% per cent target implies further savings of £310 million
bringing the cumulative total to £930 million. Th15 is described

ag "z ptiff task™ but MoD do not resile from it.
e ———— M R

For the later years which were earlier in dispute MoD now propose
1l per cent in 1991-82, 2% per cent in 1992-93, and 3 per cent in

e

1953-94 and beyond.

The Efficiency Unit - Flag B, and the Chief Secretary - Flag C,

accept that this meets your objectives. The Chief Secretary has
also made some useful suggestions for making future reports more
informative.

Content both with the progress report and the targets set?
f

Joo X




Mr. King has noted that international events may mean that these
targets have to be kept under regular review. Sir Angus Fraser
argues that this should not be allowed to weaken the commitment

er———

te the sfficiency targets.

A

{ANDREW TURNBULL)
28 February 19%0
a:\pps\MoD (sIw)




MANAGCGEMENT AND EHHEER STAFF IN CONFIDENCE

CABINET OFFICE

OFFICE of the MINISTER
for the CIVIL SERVICE

The Minivier of State Heorse Guards Road
Privy Council Office London SWIP 3AL
The Rt. Hon. Richard Luce MP Telerhone: 01 -270 5929

Co90/1338

The Rt Hon Nicholas Ridley MP

Secretary of State for Trade and Industry

Department of Trade and Industry

1-19 Victoria Street

London SW1H OET 27 February 1990

Yoo Ml |

PATENT OFFICE oA

Thank you for your letter of 23 February seeking agreement to the
launch of the Patent Office ag an Executive Agency on 1 March.

I am content with this and with the framework document enclosed
with your letter,

I note that your letter, the framework document, and your
foreword teo it all stress the need for the performance of the
Patent Office to be measured in terms of guality of service as
well as efficiency. I welcome this, as it is clearly important
that the Patent Office, which has such a wvaluable role to play in
encouraging enterprise, should have objectives and targets geared
towards improvements in the guality and value for money of the
gervicaes it offers.

Like you, I hope that it will be possikle, in the light of the
legizlation currently going through Parliament, for the Agency to
move to a trading fund regime asz guickly as possibla. As you
note, if the Patent 0ffice is to cperate outside the Vote
Accounting System, it needs to have a Management Accounting
System which measures up to Treasury requirements. It makes
sense, therefore, for your offlieials to work closely with the
Treasury with the aim of ensuring that a system can be in place
to allow for establishing the trading fund from 1 January 1991.

=
MAMAGEMENT AND SENIOR STAFF IN CONFIDENCE




MAMAGEMENT AND SENIOR STAFF IN CONFIDERCE

I welcome the appointment of Paul Hartnack as the Chief Executiwve
of the Patent Office. 'I am sure his performance to date in
preparing the Agency for launch will stand him in good stead for

what will be a challenging future.

I am copying this letter to recipients of yours.

L)

RICHARD LUOCE

2
MANAGEMENT AND SENIOR STAFF IN CONFIDENCE







MANAGEMENT AND SENIOR STAFPF IN CONFIDEMCE

10 DOWNING STREET
LONDON SW1A 2AA

Fram the Frivate Secretary

26 February 1590

Qa_g-f’ &n Eﬂuh:x\a,

ESTABLISHMENT OF THE EXECUTIVE AGENCY

The Prime Minister was grateful to see a copy of your
Secretary of State's letter of 23 February to the Minister for
the Civil Service. The Prime Minister commented that she is very
pleased that the Patent Office is being established shortly as an
Executive Agency; and welcomes the proposal for it to become a
trading fund as scon as practicable in 1951.

I am copying this letter to Carys Evans (Chief Secretary's
Office, H.M. Treasury), Martin Le Jeune (0Office of the Minister
for the Arts), Sonia Phippard (Cabinet Office) and Peter Kemp
(Cabinet O0ffice).

L
?Lauﬂg Tﬂ;fgfﬁﬁhﬁf

C:u- S —a

CAROLINE SIOCOCE

Ms. Reosalind Cole,
Department of Trade and Industry.

MANAGEMENT AND SENIOR STAFF IN CONFIDENCE
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the department for Enterprise
. MANAGEMENT AND SENICR STAFF IN CONFIDENCE

The Ri. Hon. Michnlas Ridley MP
Secretsry of State for Trade and Industry

- f
The Rt Hon Richard Luce MP Trade .
Minister for the Civil Sarvice and Industey
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ESTABLISHMENT OF THE PATENT OFFICE AS AN EXECUTIVE AGENCY

Sybject to your agreement and that of the Chief Secretary to the
Treasury, 1t is my intention to establish the Fatent Office as an
Executive Agency on 1 March. 1 enclose a copy ocf the draft
policy and resources Framework Document which has been

cleared by OMCS and Treasury officials in line with the
procedures for establishing Rgencies. We have also consulted the
DTI Trade Unione on its contents.

The Patent Office will enjoy greater mﬂqggerial autonomy to go
with its EnlE;EEE_LEEE%nEihilitlEB on becoming an Executive
Agency. I balieve that the Patent Office should move as quickly
as possible to a trading fund regime. As & trading fund, the
Patent Offica will ba agle to aﬁiﬁ%t its size in line with demand
for its services and to finance investment through fee income or
borrowing. lt is not B5 under. t xisting legislation for

the rlig_j__ﬁ____ﬁg__——mﬂ—ﬁﬂﬂm tent Office to Ecunﬂaatramint
Trading Bi1l, which is currently under consideration by
ParfTament, wi hange this I am pleased that Treasury
officials have been able to agree Lhat there should be a
commitment in the Framework Document to the establishment of a
trading fund as soon a¥ practicable in 1991.

The timing of the establishmant of the trading fund will depend
on the Patent Office developing a fully proven accrual s-based
management accounting system. Its financial year should also be
brought inte line with statutory requirements to report to
Parliament on a calendar basis. I hope Lo s5ee the [und
established in January 1991.
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the department for Encerprise

The Framework Document establishes new arrangements which will
help the Patent Office provide an improved service to its
customers and provide better value for money to the taxpayer.
Accordingly I propose to set performance targets which will
require the Patent Office to increase its efficiency by four per
cent a year over five years whilst improving the guality of
service.

The Patent Office is re-locating to South Wales. Much of the
Patent Office's work is likely to be disrupted during this re-
location which is due t0 be completed in September 1991. I,
therefore, axpect most of the sfficiency gains to accrue towards
the end of the five wyear pariod. The re=location itself is
expected to produce substantial running cost savings. However,
the gouantum of the savings will depend on the actual rental of
the Hewport building. As this is not yet settled, I do not
intend to announce a target for savings from relocation.

The Chief Executive of the Agency will be Paul Hartnack. He was
appointed Comptroller Ceneral and Chief Executive (Designate)
last Octobar following an ocpen competition. FPaul Hartnack ig 47
and iz a former Secretary of the British Technolegy Group. He
joined tha civil eervice in 1961l. Until his appointmant as

Comptroller Genearal, he had responsibility for implementing the
Hext Steps Initiative within the DTI.

I am copying this letter to the Prime Minister, tha Chief
Secretary to the Treasury and to Sir Robin Butler and Peter Eemp,




PATENT OFFICE
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FOREWORD BY THE SECRETARY OF STATE

I am Adelighted to establish the Patent 0Office 23 an
Executive Agency within the DTI.

The Patent Office has a key role to play in encouraging a
climare which rewards enterprigse and promotes prosperity
through the creation of intellectual property rights. Thesa
righte, in the form of patents, copyright, reglsterad
dasigns and trade marks, are essential to the process of
industrial development and wealth creation.

I have saet the Office targets for improvements in efficilency
and quality of service which reflect the advances 1n
performance which agency status makes possible,

As an Executive Agency., the Patent Office will also acqulre
important management freedems and flexibilities., These will
enable it to respond more effectively to the needs of its
customars. I expect these freedoms and flexibilitiea €To
develop over time. Although the Patent Office’'s activities
carnot ba accorded trading fund status under existing
legislation. the Government Trading Bill, which 1is under
cansideration by Parliament, will, if approved, make it
passible for the Patent 0ffice te become a trading fund. I
hope to see the Patent O0ffice established as a trading fund
in 1991,

The Patent Office faces a number of challenges in its new
role: amcng these, I attach particular importance to its
successful relocation from central London to Newport, Gwent
and to increasing the awareness of the value of intellectual
property rights, especially among small and medium sized
enterprises. I am sure that Patent Office staff are equal
to these challenges and I wish them well.

Nicholas Ridley
Secretary of State for Trade and Industry

FWZABV




CONTENTS

Framework Document

sLatllyg

Alms and Obhjectives

Assets, Rezcourcdes and Organisaticn
Reporting and Accountability
Finance, Planning and Control

Pay and Personnel Management
Industrial Relations

Support Services to the Agency

Raview and Variatclion of Framework

ANnNexes

Statutory Duties and Functions

Eupport Services Delegations

Financial Delegations
Ferzonnel and Training Delegations

Accounting Responsibilities




The Agency Wwill be called The Patent, Trade Mark,
Copyright and Design Executive Agency for formal
purposes., It will normally use the title '"The Patent
Office', which is the name by which the 0Office is
generally known in the United Eingdom and slsewhere.

Departmental Status

T2 The Patent Office 1z an Executive Agency of the
Department of Trade and Industry., and its staff are
DTI civil servants. This document sets out the
relationship which it will have with tha
Dapartment, with Ministers and with its customers.

The statutory dutlez and functlion= of the Patent
Office are st out 1n Ammex 1. Tha Department
will monitor the Agency's performance in carrying out
these duciss and funccicons and other tagks lald on it
by the Department, and will, on request from Ctche
Agency., provide advice on any delegated or other
mAtter.

The FPatent Office has responsibility for providing
Minigters with policy advice on intellectual proparty
matters generally. It also supervises on the UK's
behalf the operations of international bodies,
inecluding the European Patent Office and the World
Intellectual Property Organisation. The framework of
accountability for these aspacts of the Patent
Office's work is not changed by the establishment of
the Agency.

Within the framework of accountability provided by
this document, 1t ig DTI's intention that tha Patent
pffice should be given as much freedom as pogsible to
achieve the aims and objectives set out in Chapter 2
of this document.

Ministerial Responsibility

l.¢ DTI Ministers will continue to determine tha policy
and resources framework within which the Agency
operates, but they will not become invelved in the
day-to-day management of the Patent 0ffice.

Parliamentary Accountability

;R DTI M™Ministers will answer to Farliament on the
work of the Agency.

FW2ABV




AIMS AND OBJECTIVES

Main Aim

o | The principal aim of tha Patent OCffica iz to
stimulate the growth and development of thoze areas
of commerce and industry based on new ideas and
technologies, through tha establishment of industrial
property rights. The Patent Office also aims to help
literature and the arts to flourish through an
effective copyright law.

tbiectives
.2 The cbjectives of the Dffice are:

— to ensure that the intellectual property system
cperates in a way which reflectas the national
intarastc;

to provide all its customers with services which
combine quality with value for monhey;

to ensure that industrial property rights issued
under irs authority carry with them a good
presumption of validicy in the market-place;

to maintaln the consliderable knowledge and
experience accumulated in the course of ites work
and to ensure that these area avallable for the
benefit of industry and commerce;

to promote an awareness of the wvalue of
industrial property and its exploitation; and

to engure that it performs its functions with
increasing effectivensss, efficlency and econcmy.

Operating Principles

2.3 The Patent Office will adopt the following general
principles in carrying out its functions:

= 1t will cperate within the Department's overall
objectives to help to secure an Iincrease 1in
progperity and to create a climate that
stimulates enterpriza;

it will work with and through the European Patent
office, the World Intellectual Property
Drganisation and the European Community Trade
Marks Office, when eastablished, to ensura that
the services available te industry are efficient
effeccive;




Effect

2.4

FWZABY

it will foster more informed attlitudes towards
industrial proparty. disseminate ilnformaricn and
encourage technology transfer;

Wwill Keep its operations under constant review
arder to improve,; wherever possible, services
its customars;

it will consult its customers in order toc keep
abreast of their problems and to work effectively
with them; and

it will maintain the policy of setting prices
cverall on the basls of the Tecovery of full
costs, while keepling initial fees for entry 1nto
the industrial property system at a level which
encourages commerce and industry, particularly
small and medium-sized enterprises, to stake
their claim to patent and other rights.

of Executive Agency Status

As an Agency, the Patent 0Qffice will be given
greater autonomy. The DTI and the Treagury believe
that the activities of the Fatent OIfice are sulted
to a trading fund regime. The Patent Office's
activities are not sultahle for trading fund status
under The Government Trading Punds Act 1973,
However, the Government Trading Bill, which is
currently under consideration by Parliamant, would,
if approved, make it possible for the Patent Office
to become a trading fund. 1If Parliament passes the
Government Trading Bill, it is the intention of the
DTI and the Treasury ¢to seek approval for
establishing a trading fund for the Patent 0ffice as
500N as practicable in 1991,

The establishment of the Patent Office as an
Executive Agency will confer greater freedom, control
and flexibility, and is intended to lead to:

improved internal managemant;

better motivation for managers and staff;

more effective delivery of services; and

improved values for money.

This will be 1linked with greater accountability,
including the introduction of budgets for all senior
line managers and for the heads of the service
functions, in order to encourage cleser attention to
costs, productivicy and quality of service.




2.6 The benefits of Executive Agency status would be
enhanced in the fellowing ways with the transfer to
Trading Fund status:

Effect of Trading Pund Status

- the ability to wvary expenditure directly in
response to change: 1in demand, and to adjust
regsources accordingly;

the abllity to retaln surpluses and create
reserves in order to provide greater freedom of
action over the use of resources;

the ability te fund capital investment programnes
from borrowing or by utilising any surpluses
generated; and

further development of the sharper, more
commercially minded approach on the part of
management, backed by full commercial accounts.




ASCSETS, RESQURCES AND ORGANISATION

Location and Assets

o In order to achieve substantial long term savings in
running costs and greater stabllity in staffing:. the
Fatent ODIflice 13 being relocated to DUulfryn, Newport
with emall gffices malintained in London and
Manchester. The relocaticn 18 scheduled for
complation during 1991, In the meantime, the O0ffice
will progressively surrender holdings at State House
and Southampton Buildings in London and S5t Mary Cray
in Eent, together with temporary accommodation at
Chartist Tower in Newport and 8Scoda House in Cardiff
which it has taken on to assist in the phasing of the
move to Duffryn., Newport. These assets are vested in
the Secretary of State for the Environment,

Other key assets of the Patent Office are, first and
foremost, its staff and thelir estaplished
reputations, together with comprehensive databases of
lndustrial property information. and modern
technology particularly in the form of on-line
computar systems and video conferencing links. The
written down wvalue of caplital eguipment used by the
Patent Office at 1 April 198% was approximately
El.4m.

Chief Executive

3.3 The 0Office 1s headed by the Comptroller—-General and
Chief Executive (hereafter referred to as the Cchief
Executive] . The statutory powers and dutles of the
Chief Executive, who is appointed by the Secretary of
State for Trade and Industry under section 63 of the
Patente and Designs Act 1907, are not affected by the
changs to Agency (and subsequently Trading Fund)
status. The principal statutory duties and functions
of the Cffice are contained in Annex 1.

Thae Chief Executive will be reguired, hawving regard
to the statutory framework and also to the wider
objectives of DTI, to develop the work of the Patent
Office by:

- gnsuring that, when representing the UK in
international fora, the interests of all users of
the intellectual property system are fully taken
into account;

- geeking improvements in efficiency in terms of
both productivity and unit costs; and




- improving the guality of servica provided to
its customers while maintalning the integrity of
o the UK intellectusl property rilghts system.
i
» improvements are expected to be particularly
significant after the relocation of the Patent Office
from London to Newport is completed in 1931.

Managemsnt and Staffing Structure

The Chief Executive will be supported by an internal
management board comprising the senlor line managers
of the Patent Office and the heada of 1its service
functions. In 1989/90, the Patent Cffice had a
staffing provision of 1145 staff, Over 250 of the
Fatent Office's staff are grade 7 and above and
equivalent senior Patent examining grades.

The staff ara trained to address the wide variety of
technical disciplines needed to provide efficient and
effective patent, trade mark and design services, and
have a wealth of experience of intellectual property
gystems and information.

Steering Board

3.7 The Chief Engineer and Scientist, as Deputy Secretary
rasponsible for the Patent Office, will be the
principal link between the Patent Office and the rast
of the Department (see also Chapter 4 below -
Reporting and Accountability). He will be assisted
by a Steering Beoard (which he will chair). a majority
of whose members will be non civil servants with
ralavant commercial experience.

Role of the Steering Board

3.8 The role of the Board will be to advise the Chiet
Engineer and Scientist on the proposed corporate
plans of the Patent Office, and on the extant to
which the Patent Office carries out 1its functions
effectively and afficiently in accordance with this
framework document and the agreed Corporate Plan,
The Steering Board is not regponsible for the
provision of policy advice to Ministers.




@ .. rerorTing AND AccouNTABILITY

Accountability to Ministersg

4.1

The Chief ExXecutive willl report to DTI Minlaters on
the work of the Agency.

The Chief Engineer and Scientist, as responsible
Deputy Secretary, will be responsible, with the
assistance of the Steering Board., for advising
Ministers on the adoption of the Corporate Plan
(which will include Patent 0ffice proposals on the
satting o©of financial and other targets, and
aexamination of major policy issues. including major
investment decisicns). The Chief Engineer and
Scientist will alsoc be responsible for monitoring on
benhalf of DTI, as parent Department of the Agency,
the pearformance of the Fatent Offlce agalnst 1its
plan, and reporting to Ministers and others as
requirad on the pearformance of the Agency.

The framework of accountability to Ministers on
matters of policy, as opposed to its executive
operations, iE not changed by the establishment of
Che Agency. On matters of policy, tha Patant Office
will report to Ministers through the Chief Engineer
and Scientist as responsible line manager.

Parliamentary Accountability and MP'e Enguiries

4.4

Members of Parliament will ceontinue to be able to
ralse any matters concerning the Patent Office with
Ministers. However, Ministers will encourage MPz to
write directly to the Chief Executive on day-to-day
agency operaticnal matters. Where such corres-
pondence comas directly to Ministars, they will
normally ask the Chief Executive to reply in the
first instance, Whera the Minister decides to reply
or wWhere an MP specifically requestsa a Ministerial
reply, advice will be scught from the Agency in the
usual way. Where correspondence comes directly to
the Agency but has implicaticons which go bayvond 1its
day-to-day work, Patent Office will refer the
correspondence to the relevant divisions in DTI.

Parliamentary Commisslioner for Administration

4.5

FWIABV

The agency will continue to be subject to Cthe
jurisdiction of the Parliamentary Commissioner for
Administration. The Chief Executive will be given
the opportunity to comment on such reports sent to
the Department 1in dr-aft. The Chisf Executive will
alsc be invited to comment o©on othery sStatutory or
non-statuteory approaches to the Department from the




Farliamentary Commissicner, affecting the Patent
Office,

Role of DTI Accounting Officer

d.6

The Permanent Secretary will remaln responsible for
al!l matters for which he is responsible as Accounting
gfficer, including the policy of the Department
towards the Agency, this framework document, the
Agency's performance targets and the Departmental
regources allocated to it.

The Accounting Officer and Agency Accounting Officer
(se@ 4.B8) are liable to be requirad to appear before
Parliamentary Select Committees and the Public
Accounts Committea when the affairs of the Agency are
bFeing discussed.

Appointment and Role of Agency Accounting Officer

4.8

The Accounting Officer for DTI will designate the
Chief Exacutive as Agency Accounting oOfficer.
The Chlaf Executive's duties will ba defined in the
light of responsibilities assigned to him in this
framework document. The Chief Executive, as Agency
Acecounting Officer, will be expected to account for
Patent Office income and expendifture and the way 1T
performs the functicons with which it 1s charged, as

well as performance against its targets.

Planning FPramework

4.9

4.10

The annual Corporate Flan (see 5.8 and 5.9) provides
tha basic management planning framework for the
Patent Office. It will set out the strategy for the
following five years including a detalled business
plan for the first year and indicative targets for a
longer period.

Details of the Patent Office's performance will be
published in its annual report to Parliament.

General Delegations of Responsibilities from the Department

4.11

This #framewcrk document, the Corporate Plan, and the
financial and perfcrmance targets for the Patent
gffice, togethar establish the Agency's tasks,
chiectives and resources., The Agency, and
particularly 1its Industrial Property and Copyright
Department, will maintain close links with the
Department. The day-to-day management of the Agency
will be the responsibility of the Chief Executive who
will report to tha Chief Engineer and Scilentist on
the conduct of the Agency's business.




While carrving out its statutory and other roles, the
Patent Office will have regard to wider Departmental
policies, in particular those concerning innovation,
and will participate, as appropriate, in Departmental
activities and initiatives.

Monitoring Arrangements

d:13 The Chief Executive will provide repcrta €& thae
Steering Board on:

- the preparation of the Corporate Plan, including
the oblectives, strategy and targets contalned
within the Plan;
the annual bids for finance and rasources;
tha effectiveness of the Agency's management
systems and the appropriateness of the Agency's
incernal measures and targetCs;
major investment proposals and developmenkts;

reports on perfarmance against plans;

proposals to increase fees and charges; and

any major ilssues which are not covered by the
Corporate Plan or which may result in deviation
from che Plan.

The Patent Office will submit quarterly reports to
the DTI, through the Steering Board, on its financial
performance and other targets. Quarterly reports
will =zimilarly ba provided to Treasury on the
Agency's performance and prograss,

The internal management board of the Patent Office
(see 3.5 above) will oversee the werk of the
Dffice and, in particular, ensure that managere at
all levels within the 0ffice have the informatiom
they need to assess whether targets are being met and
whether costs are being kept within budget and, 1f
not, to take remedial action in good time. Frogress
will be monitered monthly by the internal management
board, and performance agailnst targets will be
important throughout the Office., Managers and stail
will be given regular information about the overall
performance of the Agency and progress towards 1its
targets.




Eeport

.16
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In fulfilment of seaction 121 of the Patents Act 1977,
section 42 of the BReglistered Designs Act 1943 and
gection 43 of the Trade Marks Act 1938, an Annual
Report and Accounts will be published on a calendar
vear basgls and coples will be placed in the
Libraries of the Houses of Parliament. The Report
will review performance during the previous year and
saet put targets Ior the coming year.

and Accounts




5. FINANCE, PLANNING AND CONTROL

Financial Regime

i | The financial objective of the Patent Office is to
break even, %aking one year with another. Its
pricing policies will be based on full recovery of
costs as regquired by the Treasury Fees and Charges
Guide. The O0ffice provides a service to customers who
decide to seek patent, trade mark and design
protection as an alternative to the Buropean Patent
gffice in the case of patents or, in due course, the
Furopean Communlity Trade Marks Office in the case of
trade and service marks.

For the time being the Patent Office will remain
under gross running costs control within the overall
running costs limit of the Departmant. However, the
Department will aim within the limits of its Supply
Estimate provision to operate its relationship with
the Patent Office on an arms-length basis. The
gffice will seek Supply Estimate provision on the
bhagsis of 1ts income and cash reguirement imn th

agreed Corporate Plan (see 5.8 and 5.9) - -

Tha Patent Office will continue to invest in projects
which develop its range of services in ways which
offer wvalue for money and reduce unlt costs.
Standard Government investment criteria will be
applied as appropriate, including cost/benefit
analysis, payback, discounted cash-flow forecasting
and nat present value calculation. Investment
proposals which excead the delegated financial
authority of the Chief Executive will require the
endorsement of the Steering Board, and the agreement
af Minisgters and Treasury whera appropriata.

Performance Maasures

T The primary performance measure for the Agency will
be its demonstrable ability to meet the needs of its
customers, while fully recovering its costs. The
Agency will employ a range of indicators to moniter
its performance, including:

targets reflecting the guality of service cffered
to customers, including turnround times for
specific operations;

- gutput ratios for examining and other work:




- unit costs of the granting of patents. and the
registering of trade and service marks and
designs;

the level of resources devoted ©o commcon
servicas: and

comparison of budget toc actual costs for branches
within the Patent O0ffice.

The annual report and accounts (ses paragraph 4.18)
will show the perfocrmance of the Agency against past
targets and set out the targets Ior tha pericd
ahead. Cuality of service will be measured by the
egtablishment of bench-marks, by making intCernational
comparisons, and by periodic surveys of the
perceptions of Patent Office customers.

Relationehip with Customars

-

It will be a principal cbjective of the Patent Office
to provide =sll its customeare wWith services which
combine gquality with wvalue for money. The CQffice
will develop Btrategies in 1ts annual corporate plans
in line with this cbjectiva.

on Pricing of Sarvices

The Patent Office cbtaing income almogt entirely from
activities where a fee i3 pavable in accordance with
statute. As required by the Treasury, the overall
level of income recelved from fess and charges is
intended to cover the costas of tha services (or group
of services) being provided, taking one year with
another (see alsoc 2.3 above). These costs are
gspecified by applicable COrders under section 102 of
the Finance (No 2) Act 1987. Proposals for changes
in the level of fees and charges will be made in the
light of the general principlea applying to the
Agency's performance of its functions as well as the
Treasury Fees and Charges Guide. Propoaals for
changes to fees and major alterations to charges will
be put to Ministers, and changes to fees will
continue to require Parliamentary approval.

Fees and charges are payable by all customers,
including other Government Departments, ather
Executlive Agencles, and other parts of the
Depariment.

Corporate Plan

551
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The role o, and bagic strategy IO, the
annual Corporate Plan are outlined in the planning




framework of the Agency (s5ee 4.9 above).
Corporate Plan prepared by the Patent Office
cover:
= demand analysis and forecastis,

promotion of Services,

quality and standards of servica,

IT strategy¥.

management and organisation,

fees and charges strategy,

manpower and other resource assessment,

capital investment,

performance measures, and

— training and development strategy.

Approval of the Corporate Plan

5.9

Following consideration by the Steering Board (seae
3.7, 3,8 and 4.2) the Corporate Plan will ba
submitted to DTI Ministers for approval. The
Corporate Plan will be prepared to a timetable
consistent with the Public Expenditure Survey, and
will be revised as necessary to reflect its ocutcoma,

Financial Delegaticns

3.10

Tha Department will progressively devolve to the
Agency financial authority to the prevailing levels
held by the Department: details of the initial
delegation are at Annex 3.

The Chief Executive will have £full authority to
raallocace resources within each of the Vote subheads
dealing with the Office's running costs and capital
expenditure.

Management and Accounting Systems

5.12

The Patent Office will continue to operate a full
financial control system supported by a management
accounting svstem providing for a regular review ol

aste incurred against agreed budgets, oparating
parformance and cash flow. The system will allow
senior management to monitor reasults at all levels
within the PFatent OIIllce.




Fracent Office accounting system will:

be consistent with Treasury regquirements,

recognise appropriate interfaces with FINMIS,

be capable, whera necessary, of reconciliacion
with the Department's Vote accounting arrange-
ments, and

gatisfy any Departmental audit requirements as to

security, comprehensiveness, separation of
AUTHOritles and accuracy.

Audit
5 .14 The Agency will continue to be subject to audit by

National audit Office, to DTI internal audic and to
gtaff inspecticon by the DTI and tha Treasury.
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&. PAY AND PERSONNEL MANAGEMENT

The Patent Office will ba glven greatar delegated
respongibility in the areas of perscnnel management,
recruitment, promotion, performance bonuses and
training.

Tha staff allocation for the O0ffice will ba agreed
gach vyear in the Corporate Plan. within the
allocation, the Chief Executive will have authority
to wvary the grade mix on the basis of existing
guidelines up teo and including Senior Executive
Officer in the case of the administrative grades and
Principal Examiner in the c¢ase of the patent
examining grades,.

Recruitment

6.3 The Patent Office will have full delegated powers to
recruit all non-mobile grades directly in accordance
with the principles set out in the QOMCS Recruitment
Handbock . The Agency may make direct arrangements
with the Civil Service Commission for recruitment of
Patant Examiners and in addition, the Agency may
recrult its own generallst or ADP executive grades in
collahoration with OMCS/Civil Service Commission and
in accordance with their procedures and standards.

In the event of the planned changes to the role of
the Civil Service Commission, particularly in respect
of devolution of recruitment responsibillities, the
Patent Office will be consulted by the Department as
to the scope for the Office to carry out its own
recruitment of executive and patent examining
grades.

The Department will delegate to tha Patent Office
powers to make limited period appointments for
periods of up to 5 years for staff up to and
including Grade 7 or equivalent; submitting
nominations for limited pericd certificates direct to
the Civil Service Commission. ASs necessary. civil
Service grades and pay scales will apply. In
determining the appropriate level of salary and
grading for these appointments, the Agency will take
into acccount the age, qualifications and experience
of appointees compared with what would be expected of
civil servants at similar levels. The Agency will
alss take into account the appointees' abillty to
offer specialist or professional skxills not otharwisa
readily available,




Personnel Management

6.3

In support of the operational needs of the Agency,
the Patent Office will aim to cifer its staff a well
planned and well managed career. This will include
appropriate personnel management within the Agency,
together with provision for staff to transfer into
and out of the Agency. The Patent Office will
strengthen its local perscnnel management capabilicy
sc that it can take on a wider range of personnel
functions and thereby offer staff a coherent and
affectively planned career, including thea
encouragement and development of expertise in the
work of the Office. In practice this will mean
raking on responsibility for the career management
of :

- mobile administration group grades up to and
including Senior Executive Officer in South wWales
and the permanent London offlice;

Patent Examinars up to and including Principal
Examinar, together with certain responsibilities
([gee Annax 4] in regpect of Suparintending
Examiners; and :

non=-mobile grades in South Wwales and tha
permanant London office.

The Patent 0Offica's local personnel management will
undertake a range of perscnnel management functions
as set out in Annex 4 to this document. New
functiens will, by agreement with the Department, be
taken on as the Agency develops. Tha Agency will
gperate its own staff suggestion scheme to which
gtaff-will be encouraged to contributa.

The Patent Office will have full delegated powers
relating to discipline, unsatisfactory attendance and
ungatisfactory performance in respect of all gtaff
for whom Patent OQOffice will have career management
regpongibilities excluding Superintending Examiners.

Patent 0ffice ataff may appeal to the Chief Executive
against management decisicons affecting them
personally. Additionally existing rights of appeal
to the Permanent Secretary remain unaffected.

Promotion

6.8

The Fatent COffice's staff will remain eligible for
OTI main and regional promotion boardas. Separately,
the Agency will continue to run its own boards for
all Patent Examining grades but appointments above




Principal Examiner level will require approval by the
Cepartment. Candidates for non-patent examining
posts at CGrade 7 level and above will be sought from
the Department (including Departmental resarve lists
and through the issue of Vacancy/Trawl Notices). The
Agency Will have authority o authorise temporary
promoticon and substitution of staff up to Grade 5
level or egquivalent.

Fay Arrangements

6.10

The Patent Office will apply nationally negotiated
Civil Service pay arrangements (including performance
increments), subject to any arrangements which might
be negotiated to apply to the Agency. It will also
seek o usea avallabla local and special pay
flexibilities as necessary to maintain staff numbers
£o meat wWwork regquliremesnts.

Performance Fay

5.11

In order to deliver a better service Lo the customer.
the Patent Office will take positive steps to
motivate staff. To encourage staff Lo  meet
perficrmance and qualilty tTargets, the Patent Office
will seek to introduce, with the agreement of DTI and
the Treasury, A bonus scheme linked to the
achievemant of agreed annual targets which will

enable staff to share in any efficiency savings
realigad. In addition, the Agency intends to examine
the scope for payment of special bonuses in
recognition of individual consplcuous achlevement.

Training and Development

5.12
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The Patent Office recognises the importance of
training and development for staff at all lavels.
The Patent Office will formulate a training and
development strategy designed to ensure that staff in
all grades acquire, and maintain, the skills and
competencies needed to provide an efficient and
effective service at the lowest poesible coat o
Pataent Office customers, In addition to the training
which the Agency will organise for itself, the Agency
may alsc use the facilities of DTI, the Civil Service
Collega and external organisations as appropriate,
having regard to wvalue for money in the broadest
sense.




INDUOSTRTIAL RELATIONS

Good industrrial relations are of fundamantal
imporcance, and the Patent Office will rcontinue to
operate the Whitley arrangements. The Agency will be
covered by a single Agency Whitley Committea chaired
oy the Chief Executive (or exceptionally by a
namineal . Every eIffort will be mada to resolwve
isgues within the Patent Office Agency Whitley
Committesa. Izzues noft =0 resolved will be pursued
within the usual Whitley procedures, which involve
the Departmental Whitley Council.

The Chief Executive will be the Official Side Manager
responsible for carrying out existing arrangements
in their application to the Agency. This includes
agreements negetiated at Departmental level, which
the Patent O0fifice and the local trade unions may seak
to modlify to reflect Agancy needs and conditions.
Local agreements, or Departmental agreements modified
locally, are not intended to have implicationa for
other partes of the Department or other Agencies.




SUPPORT SERVICES TO THE AGENCY
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The Fatent Office will be responsible for
administrative declisions about the structure and
day-to—day running of its support services, and the
Department intends that Agency status will lesad to a
progressive extenslicon to the Agency of control over
the remalining areas of support services in an
appropriatce manner to engure maximum economy,
efficiency and effectiveness.

Subject to Departmental agreement of the Agency's IT
strategy. the Department will progressively devolve
to the Agency full resgponzibility (including
technical authority) for the development, operation
and procurement of information technology systems.

The Agency will be responsible for its own purchasing
and stores operations, but will comply with Treasury
regquirements and guidance, and will work with the
Cepartment's Director of Procurement to implement the
policies agreed by the Hesource Management Group to
continue to improve the Department's purchasing
performance and professionalism. Tha Agency will
comply with the Treasury initiatives on market
testing.

The Chisf Executive will have delegated authority to

appoint consultants, seeking advice, as appropriate,
from tha Department on contractual and propriety
matters.

The Patent Office will keep under review the level
and cost of support services provided by DTI and by
gther external sources in order to ensure that value
for money is being achlieved.




REVIEW AND VARTATION OF FRAMEWORE

The framework document will be reviewed jointly by
tha Department and the Agency, in consultation with
the Treasury and the OMCS, not later than 3 years
from the date on which it comes into operation. 1In
the maantime, either the Department or the Agency may
propose changes teo the framework document which are
suggested by experience of its operation or changes
in gircumstance, such as the expected move to Trading
Fund status. Amendments will be published, and the
Departmental Trade Union Side will be consulted on
any modification to'the framework document.

The Annexes to the framework document provide for
progressive delegation of responsibility to the
Patent Office in the light of experience and may,
therefore, be amended by the Department from time to
time in consultation with the Patent Office.




ANNEX 1

STATUTORY DUTIES AND FUNCTIONS

: 4 |
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The Patent office is responsiblea for tha
administracvion of the Patents Act 1977, tha
copyright, Degigns and Patents Act 1988, the
Registered Designs Act 1945, tha Trade Marks Act
1938, the Trade Marks (Amendment) Act 1984 and
agsociated legislation. The principal elements of
Patent Office busliness are:

- the granting of patents for inventiona of
industrial application,

the registration of trade and service marks for
goods and services, and

the reglistration of designs ol articlas.

The Qffice also acts as a recelving office for
international applications under various treatlies and
conventions and as the regulatory authority for
European Patents (UK]). In the latter respect, the
Offica collects renewal f[ees for European Patents
(UK}, retaining a proportion and remitting the
balance to the Eurcpean FPatent Organisaticn in
accordanca with the decigion of the Adminlstrative
Council of that Organisation and as laid down by the
European Patent Convention.

The Patent Office also has responsiblility for
advising on patents, trade markse, designs and
copyright.

In addition, by means of its publications and
databases, the Office is a kay source of information
about scilenca, technology, marks and design in both a
national and international context. The Office also
publishes a series of law reports on patent, mark and
design cases decided by the Comptroller or Cthe
COUEtE.

By a range of search and advisory services tha Office
offers access to scientific and technical information
to asslist its customers eg. in evaluating possible
lines of research, facilitating the drafting of
applicaticns to the 0ffice, and so on.

The Patent ©Office alse promotes awareness of

industrial property, for example by providing
speakers for talks and seminars.
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ANNEY 2
SUPPORT SERVICES DELEGATIONS
1. Already exercised

Equipment ete.

Accese to Departmental information systems

Procurement, installation and usa of computing (limited
responsibility)

Telecommunlcations (current axpenditure only and
excluding Government Talephone Network) and office
machinery, equipment and systems (limited
responsibilitcy)

In-house telephone directory

Data preparation

Accommodation etc.

Bullding and works management®

Accommodation statistics

Messenger services (except Sunley House, Manchester)
Post and talex

Furnirture and fittings

pffice cleaning*

Health and safaty=

Fire precautions*

Emergency arrangements®

Securlty (excluding London) *

* axcept Trade Marks, Newport and Sunley House,
Manchester

General local respongibilities

Control of forms

Local Whitley matters

Local staff communications

Commissioning external management and advisory
consultarncy services [preparation of specification,
gelection of consultants and monitoring all aspects of
the project, including budgets)

Local modelling, fcrecasting and planning

Public relations and publicity (part)

Printing and statiocnery

Typing and secretarial services

Reprographic services

Registry services

special wvan service linking Patent operations in London
and South Wales




To be trangferred to The Patent Dffice

BEquipment etc.

Enhanced access to PERMIS and other Departmental systems
as agreed necessary with the Department

In accordance with paragraphs 8.2 and 8.3 of the
framework document, procurement arrangemants for office
equipment and information technology equipment and
services (including computers and telecommunications)
In accordance with paragraph 8.2 of the framework
document, authority to approve, monitor and control
dedicated Patent Office information technology systems
{including computers and telecommunications eguipment)
up to the limit of the Department’'s delegated authority

Accommodation

Security. London

selection of contractors for all works

surrender of surplus accommodation to be negotiated with
PSA in accordance with the arrangements prevalling at
the time, but 6 months notice of such intention to be
given to the Department to allow for possible
Deapartmental re-uga.

Cenaral local respongibilities

Commizssioning external managemant and advisory
consultancy services (remaining responsibility including
short-listing for competitive bids, inviting tenders,
preparing and putting in place the appropriate contract)
Library services

Tranglation services

fublic relations and publicity (remaining
responsibility)

Use of support services of central divisions in the
Department, or Central Departments or other
arrangements, as the Office chooses, based on value for
money etc consideraticns

Design of Forms




ANNEX 3
FINANCTAL DELEGATIONS

The Chief Executive may exercise the following delegated
powers in respect of the functionsg shown:

Authority to:

Commit expenditure Unlimicad®
cartify expenditure Unlimited*
Authaorise payments Unlimited®*
Accept recelpts Unlimited
Make special payments:
- awards to Agency statf to £5,000
- compensation for personal

injury in respect of Agency staff to £5.,000
- other special payments £25,000
Aithorise imprest payments El, 000
Aurhorise write-off of losses and

claims waived/abandoned £25,000
Authorise gifts of official property £25.,000
Nagotiate, crganise and review money

transmission arrangements with

Traeasury approved clearing banks

= uyp to the limic of applicable budget alloccaticns.

The authority to commit, certify and authorise expenditure
may be exercised in respect of specified categories of

expenditure. These include:

galaries, wages and overtime

ERNIC

Training

Manpower substitutes and professional fees

Travel, subszistence and removals

Entercaimment

Pastal charges

Stationery and printing

Security and other contractor staff payments

Contract office and window cleaning

office machinery purchase, hire and maintenance

Talecommunications

Current cost of computers

Capital cost of computers

Accommodation charges including minor building works
and maintenance

Fuel and utilities

Furnicure and fittings

Motor transport, fuel and running costs

Publications

Publicity

Bank charges

Health and Safety

Insurance

reimbursement of subscriptions te international
organisations

Relocation expenses
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The Chief Executive may., in accordance with Departmental
procadures, approve ADP proposals up to a limit of E150,000
paer project (inclusive of all applicable project CoBLS).
Annex 2. Section 2 provides for a future increase in the
delegation to the prevailing level held by the Department.

The Chief Executive may subdelegate any of tha powers shown
ahove to named Agency staff. In addition. the Chief
Executive may enter into commitments and certify and
authorise payments, or subdelegate powers to do so, related
to DTI forecast and ledger headings and suspense accounts
allocated to the Agency. but net shown above.

These financial delegations may be varied by agreement
between the Agency and the Department.




ANNEX 4 ‘..

PERSONNEL AND TRAINING DELEGATIONS

In operation or to be transferred to The Patent Cffice
by 1 November 1983

1.1 PFor patent examining grades (defined
throughout as Examiners, Senior Examiners,
Principal Examiners and Superintending
Examiners unless otherwise indicated)

Carser Management

- Career planning
- Career development interviews
- Postings within The Patent Qffice

Recrultment

Advertising®

Sifting of applicaticns®

Interviewing of candidates®

Offers of posts®

Allocation of posts

Arrangements regarding commencement
date, conditions. procbation. updating
of PERMIS ektc.

Conducted in collaboration with the
Civil Service Commission

Limited Period Appointments

casual Appointments

Staff Reporting

- Initiacion, completion., follow up,
gcrutiny and retention of:

annual reports

probation reports
spacial and break reports
interview action records
forward job plans

Promotions

- Authoriszation of temporary promoticn
and substitution

- Promotion boards for patent examining
grades




Attendance and Performance

- Responsibilities relating to
unsatisfactory attendance and
performance (excluding superintending
Examiners)

Training

- In-house specialist training for
patent examiners

Other Personnel Matters

Digecipline (excluding Superintending
Examiners)

Transfers from full to part-time
working and vice wversa

Feinstatement arrangements
Eetirement procedures

FEedundancy arrangaments

REegrading proceduras

Action following death, reslgnation
and change of nama

Authorisation of paid, maternity and
unpaid laave

Provision of references

For non-mobile grades (defined throughout

as Administrative Cfficers, Administrative
Assistants, Secretarial and Support Grades)
in Scouth Walas

Careaer Management

- Career development interviews
- Postings within the Patent O0ffice

Recrultment

Advertising

Contacts with job centres

Sifting of applications

Invitations to interviews
Interviewing of candidates

Offers of posts

Allocation of posts

Arrangements regarding commencement
date, conditions, probation, updating
of FERMIS, etc,

Limited Pericd Appointments

Casual Appointmants




Staff Reporting

- Initiation, completion, follow up,
gcrutiny and retention of:

= anmial reports

- probation reports
gpecial and break reports
interview action records
torward job plans

Promotions

= Authorization of temporary promoticn
and substitutiocn

- Poeting of promotees from reserve lists

Attendance and Performance

- Responsibilities relating to
unsatisfactory attendance and
performance

Training

= In~house training relatling to the work
of The PFatent Office

Other Personnel Matters

- Transfers from full to part-time
working and vice versa
Reinstatement arrangements
Retlirement procedures
Action following death, resignation
and change of name
Authorisation of paid, maternity and
unpaid leavea
Provigion of references

To be implemented or transferred to The Patent
Office by 1 March 1990

2.1

For mobile administration group grades
(defined throughout as Executive Officers up
to and including Senior Executive Officers
unlegs otherwise indicated) in South Walaes
and permanent London office

Career Management

- Career develcpment interviews
- Postings within The Patent 0Office




Recrultmeant

- of generalist or ADP executlve grades
in collabeoration with OMCS/Ciwvil
Service Commission

Limited Pericd Appointments up to and
including Grade 7 level

Casual Appolintments
Staff Reporting

— Initiation, completicn, follow up,
scrutiny and retention of:

annual reports

probation reports

speclial and break reports
interview acticn records
forward job plans

Fromotlons

- Authorisation of temporary promotion
up to and including Grade 5 lewvel

- Posting of promotees [rom reserve
lists

Attendance and Perfarmance

- Respongibllities relating to
unsatisfactory attendance and
periocrmance

Training

- In-houge training relating to the
work of The Fatant Office

Other Persconnel Mattars

Discipline

Transferse from full te part-time
working and vice versa

Reinstatement arrangements
Retirement procedures

Redundancy arrangements

Regrading procedures

Action following death, resignation and
change of name

Authorisation of paid, maternity and
unpaild leave

Provision of references




For non-mobile grades in permanent London
office

Career management, recrultment, staff
reporting etec as 1.2 above.

For all non-moblle grades
Staff Reporting Arrangements

- Eligibility pericd for Eds and
equivalents to act as reporting
officere to be reduced to 1 year in
grade (or completion of probation. if
later])

Other Personnel Matters

- Discipline

- Redundancy arrangements

- Regrading procedures
For non mobile and mobile administration
group gradese to Senior Executive Officer
level

- Local promotion boards

To be implemented or transferred to the Patent
Dffice after 1 April 1990

1.1 For examining, mobile administration group
and non-moblle grades

Training

- Budgetary and administrative
responeibility for organising the
training programme using an appropriate
mix af in-house arrangements,
Cepartmental facilities and
external sources

Staff Reporting Arrangements

- Intreoduction of simplified report
forms,/ proceduras

Grading

- Proposals for new grading
arrangements




‘I‘ ANNEX 5

ACCOUNTING RESPONSIBILITIES

As an Agency, the Patent Office continues to have
responsiblility for accounting for its income and
expenditure, The Dffice provides summarised
information to the Chief Enginear and Scilentist and
to 1ts Steering Board, and liaizes on a. day-by-day
basis with the Department's Finance and FResource
Management Division. including the Accounts Branch in
Newport.

The Patent Office carries out the following
Eunctions:

* Receipt of all fees, charges and miscellanescus
income

amuthorisation of payment of inveolces received
and expenditure incurred

Production of accounts on & Memorandum Trading
Account basis, including a cashflow statement

Frocegging of transactioris within delegated
financial authorlities

Investment appraisal

Cperation of detailed financial and management
accounting systems including budget and outturn
information for all Patent Office branches
together with regular reports covering income,
expenditure, unit costs, volumes of workload,
gtaff numbers and cash flow

Maintenarnce of a register of fixed asgsets,
categorised and subject to depreciation in
accordance with Treasury guidelines

The accounting fonctiong not itemised which are
carried out by the Department on behalf of the Patent
Office will be transferred to the Agency as deamed
necessary. From the advent of Trading Fund status,
the Patent Office will make appropriate arrangements
to:

* Manage 1ts day to day operaticns and prepare
annual Accounts in accordance with best
commerclal practice; and

« Apply systems commensurate with the requirements
of Trading Pund status.
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Valuz for Money Seminar: 21 February

At this Seminar, when we were discussing ACAS, I said that the
cost ©of sorting out an individual case at ACAS was about £1,000
and a good deal less then that of letting the case go inte the
tribunal system itself.

My point was right, but my figure was wrong. The fact 1s as
follows: the average cost of an Iindividual conclliation case
gsettled by ACAS is £124 which compares with the average cost of
E1,000 if a case goes to an Industrial Tribunal.

I hope that the record of the meeting will be able to put the
facts straight and 1 am sorry if I inadvertently mislead anyons.

I am copying this letter to Sir Angus Fraser.

|.II'I|'|:I ment hervics - mming Apeacy
Henleh aimd Salely Exccalive - ACAS
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VALUE FOR MONEY SEMINAR: DEPARTMENT OF EMPLOYMENT

Your EBecretary of State, accompanied by Sir Geoffrey
Holland, made a presentation yesterday to the Prime Minister on
value for money in the Department of Employment group. Sir Rebin
Butler, Sir Angus Fraser, Mr., Brereton and Dr. Coley (Efficiency
Unit) were also present.

Your Secretary of State based his presentation on some
charts circulated at the meeting.

The discussion dealt first with the Employment Service and
Employment Training. The following points were made:

(i) The Prime Minicster was disturbed to learn that in

approximately 75 per cent of cases where an offer was
made at a Restart interview, the claimant failed to
show up at the subsequent stage; and that even of those
who did start the ET course, only one guarter completed
it. The overall effect was that only 10 per cent of
refarrale from Restart interviews led to the completion
of ET courses. The Prime Minister guoted from the
record of the meeting of 24 February 1988 which showed
that precisely the same problem existed then and that
no progress had been made over the past two years.

Your Secretary of State accepted that there were two
deficiencies in the system, both of which were now
being tackled. First, the legislation had been
tightened in the 1989 Social Security Act so that
eligibility for benefit now depended on actively
seeking work rather than just being available for work.
Secondly, a recent scrutiny had shown that it was
essential to be able tec follew what had happened to
people after a Restart interview and for that
information to be made available to New Claimant
Advisers. By looking at the case notes, the latter
would be able to see whether the claimants had made

any effort to follow up the Restart interview. Those
who had not could now be refused benefit.




Although the fall-out rate from ET was high, &0 per
cent of those who did complete it got jobs, which was
higher than for most other schemes.

In addition to better follow-up of Restart interviews,
it would be beneficial for the firet such interview to
be held earlier than six months.

The Prime Minister asked whether the disappointing
results for ET called the basis of the programme ints
guestion. Now that unemployment had fallen
substantially the Government might be trying to force
into training people who could not benefit from it or
had no motivation to benefit from it. This was being
done at high cost per case to the public purse. It
might be necessary to have a fall-back scheme for such
"hard core"™ cases, where unskilled work would be
offered at benefit-plus, and if this was refused
benefit could be denied.

The work of the Employment Service was shifting from
benefit payment to placement, counselling and pursuit
of fraud. The latter functions now accounted for
nearly half the staff compared with only a third in
1385. Placement was now concentrating on the
unemployed, and particularly the long=-term unemployed,
rather than handling job switching where it would be in
competition with private sector employment agencies.

The real cost per placement was rising but this was
because more counselling was now involved.

The returns from fraud were declining though were stilil
substantial as the easier cases were tackled. Your
secretary of State said a recent scrutiny had
recommended a separate fraud agency to serve both DE
and DS5. He did not agree with that recommendation,
preferring to keep fraud work closely linked with
benefit payment.

Your Secretary of State said work was on schedule for
the Employment Service to become an Agency by April.
He hoped to secure Treasury agreement to greater end-
year flexibility. Sir Robin Butler added that it was
alse important for the centre of the Department to
delegate responsibility.

Discussion then turned to the Training Agency and the
Training and Enterprise Councils. The following points were
made.

(1x) The Prime Minjigter noted that, although a large part of
the staff of the Training Agency would be seconded to
the TECs, a large Headquarters staff would remain at
the Training Agency. S5She guestioned whether thie was
necessary and whether it would duplicate the functions
of the Department of Employment itself, Eir Geoffrev
Holland said that the Training Agency was eontinuing to
run a number of programmes while working on the




establishment of TECs. Once this transiticon had been
completed, it would be necessary to look at the numbers
in the Training Agency Headguarters and he was
confident that savings could be made.

S8ir Angus Fraser asked why Training Agency running
costs did not decline despite the fall in manpover
numbers. Sir Geoffrey Hpolland explained that part of
the running costs would be translated into payments to
meet the management fees of the TECS.

Discussion then turned to ACAS.

(¥1}) Your Secretary of State explained that approximately
half the 642 staff at ACAS were engaged on disputes

involving individuals. ACAS was frequently able to
achieve settlement and avoid recourse toc an industrial
tribunal. Only 10 per cent of the work was on
collective conciliation. The remaining 40 per cent was
on advisory work. It was suggested that this advice,
which was currently being provided free to employers,
should be charged for though it was noted at present
that the Department had no powers to direct ACAS and
exercised control only over its cash limit.

There was no discussion of the Health and Safety Executive.

Summing up the discussion, the Prime Minister said that two
main issues had emerged. First, it was essential to follow up
Restart interviews in order to ensure that New Claimant Officers
would know from the case notes whether a claimant had failed to
act on an offer from a Restart interview or had dropped out of an
ET scheme. Only if this was done would it be possible to
establish whether claimants were actively seeking work and
ultimately how effective the ET scheme was. Secondly, the size
of the staff left in the Training Agency Headguarters should be
reviewed once the TECs had been established in order to ensure
that the numbers were no larger than necessary and that there was
no duplication of work in the Department itself. She also asked
that the organisation of fraud work should be resolved as soon as
pessible and that consideration should be given to charging for
ACAS advisory work.

I am copying this letter to Carys Evans (Chief Secretary's
Office — with a copy of your secretary of State's charts) and to
5ir Robin Butler and Sir Angus Fraser,

ANDREW TURNBULL

Clive Norris, Esq.,
Department of Employment.




PRIME MINISTER

Ministry of Defence - 2.5% Efficiency Programme

The Ministry of Defence has produced the third report on its Z.5%
efficiency programme. A copy is at Flag A.

The First Three Years

Progress continues to be good with the outturn savings for B9/90 being
F420m compared with the previously estimated £3%0m. The target was
£310m, The achievement of L420m equates to an efficiency improvement
of 3.4% compared with the target of 2.5%; this is a2 commendable
achievement.

The MOD is doing well this year also, having identified, by the year
end, 1575m of the targeted £620m savings. This does represent a
slowing down In the rate of efficiency gains given the very good start
in the first year. To achieve overall savings of 5% they will have
achieved 3.4% in the first year but only 1.6% 1n the second year.
However, [ do not think we should guibble too much about this since 1
would much prefer the MOD to achieve 1ts savings as early as possible
rather than start stockpiling the excess in one year to be used against
the target for following years.

The target for the third year, 1990/91, is £930m. The report states
that 1t will be hard to achieve but Tom King has reaffirmed his
cetermination that the target will be met.

The Following Four Years

Looking further ahead the MOD has now set targets for the four years
beyvond 1990/91, running at 1.5, 2.5, 3 and 3% pa, giving an average of
£2.9% pa. This ties in with the minute from your office following the
last VFM seminar and asking for targets which on average maintain the
current rate of improvement, [ recoswmend that you accept these targets.

There is an element of jam tomorrow in the new targetz but they do
continue the trend at 2.5% and extend the period of the programms to
seven years. By year 7 the cumulative saving will produce annual
savings of L2000 million. Total savings over the seven years will be
in excess of £8000 millfon, In the later vears the MDD should also
have the benefits which will arise from the introduction of its MNew
Management Strategy.

Tom King makes the point (paragraph 10) that international events and
turbulence in the defence programme may mean that these targets have to
be kept under regular review. [ do not think this changes the case for
the MOD to retain targets for improving overall efficiency.

[ attach [at flag B) a draft response which your office might Tike to
send to the MOD. T am copying this minute to Robin Butler.

f;%Lﬂfné; .

Hnguﬁ Fraser
21 February 1990




ANDREW TUBNBULL Z1l February 1330

MOD EFFICIENCY PROGRAMME

I have no particular comments. It is encouraging that MOD
are now committed to the 2.5 per cent awverage target for the
next three years., MOD's sanguine attitude to these targets
may be due to the fact that they believe international events

will in any case render them obsolete.

I understand the Treasury may have some specific point to make.
In particular they would like future reports to contain more
information, presented in a more systematie way. Their wview
15 that the examples outlined on page 3 give by definition
i partial pictura. They would like a mueh clearer analysis
of under what broad headings the efficiency gains are being
achieved, eg increased contracterisation or better use of stores
and supplies. Categorising the efficiency improvements in
this way would help to identify those areas in which the
Efficiency Programme had done best and where it could be
improved. This would provide a more complete picture, I have

some sympathy with this view.

ANDREEW DUNLOP
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h LONDON SWIAZAA
From the Private Secretary

22 February 1990

VAIUE FOR MONEY SEMINAR: DEPARTMENT OF EMFPLOYMENT

Your Secretary of State, accompanied by Sir Geoffrey
Holland, made a presentation yesterday to the Prime Minister on
value for money in the Department of Employpent group. Sir Robin
Butler, Sir Angus Fraser, Mr. Brereton and Er+ Coley (Efficiency
Unit) were also present.

3 Your £Ecretary of State based his presentation on sonme
charts circulated at the meeting.

The discussiecn dealt first with the Employment Service and
Empleyment Training. The follewing points were made:

(i} The Prime Minister was disturbed to learn that in
approximately 75 per cent of cases where an offer was
made at a Restart interview, the claimant failed to
show up at the subseguent stage; and that even of thosea
who did start the ET course, only one quarter completed
it. The overall affect was that only 10 per cent of
referrals from Restart interviews led to the completion
of ET courses. The Prime Minister gquoted from the
racord of the meeting of 24 February 1988 which showed
that precisely the same problem existed then and that
no progress had been made over the past two years,

Your Secretary of State ea%d that there were two
deficiencies in the system, both of which were now
being tackled. First, the legislation had been
tightened in the 1989 Socilal Security Act so that
eligibility,benefit now depended on actively seeking
work rather than just being available for work.
Secondly, a recent scrutiny had shown that it was
essential to be able to follow what had happened to
people after a Restart interview and for that
information to be made available to New Claimant
Advisers. By looking at the case notes, the latter
would be able tc see whether the claimants had made any
effort to follow up the Restart interview. Those who
had not could now be refused benefit.
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(1i) Although the fall-out rate from ET was high, 60 per
cent of those who did complete it got jobs, which was
higher than for most other schemes.

{(1i1) In addition to better follow-up of Restart interviews,
it would be beneficial for the first such interview to
be held earlier than six¥ months.

{iv) The Prime Minister asked whether the disappointing
. resulte for ET called the basis of the programme into
| guestion. With—unemployment—now low,at—least—by

Gpes PR Eﬂmpariﬁaﬁ_wtth—ﬁther”cnuﬁtriﬁu—if"nut-histnrically,

Jf’aathe Government might be trying to force into training
i BN pecple who could not benefit from it or had no
A motivation to benefit from it. =] e r to
= have a fall-back scheme for su "hard core" caseas,
where unskilled work would be offered at benefit-plus,
and if this was rafused benefit could be denied.

(vl The work of the Employment Service was shifting from
benefit payment to placement, counselling and pursuit
of fraud. The latter functions now accounted for
nearly half the staff compared with only a third in
1985. Placement was now concentrating on the
unemployed, and particularly the long-term unemployed,
rather than handling job switching where it would be in

_ competition with private sector employment agencies.

-
The returns from fraud were declining though were still
substantial as the easier cases were tackled. Your
Secretary of State said a recent scrutiny had
recommended a separate fraud agency to serve both DE
and DSS. He did not agree with that recommendation,
preferring to keep fraud work closely linked with
benefit payment.

The real cost per placement was rising but this was
bacause more counselling was now invelved.

Your Secretary of State said work was on schedule for
the Employment Service to become an Agency by April.
He hoped to secure Treasury agreement to greater end-
year flexibility. Sir Robin Butler added that it was
also important for the centre of the Department to
delegate responsibility.

Discussion then turned to the Training Agency and the
Training and Enterprise Councils. The following points were
made.

(ix) The Prime Minister noted that, although a large part of
the staff of the Training Agency would be seconded to

the TECs, a large Headguarters staff would remain at
Ferme | the Training Agency. She [vondered] whether this was
q necessary and whether it would duplicate the functions
of the Department of Employment itself. Sir Geoffray
Holland said that the Training Agency was continuing to
run a number of programmes while working on the
establishment of TECs. Once this transition had been




completed, it would be necessary to look at the numbers
in the Training Agency Headquarters and he was
confident that savings could be mada.

Sir Angus Fraser asked why Training Agency running
costs did not decline despite the fall in manpower
numbers. Sir Geoffrey Holland explained that part of
the running costs would be translated into payments to
meet the management fees of the TECS.

Discussion then turned to ACAS.

(xi) Your Secretary of State explained that approximately
half the 642 staff at ACAS were engaged on disputes
invelving individuals. ACAS was fregquently able to
achievae settlement and aveld recourse to an industrial
tribunal. Only 10 per cent of the work was on
eollective conciliation. The remaining 40 per cent was
on advisory work. It was suggested that this advice,
which was currently being provided free to emplovers,

‘\_ should be charged for though it was noted that|the

ok prneel Department had no powers to direct ACAS and exercised
,,ﬂff) control only over its cash limit.

There was no discussicn of the Health and Safety Executive.

Summing up the discussion, the Prime Minister said that two
main issues had emerged. First, it was essential to follow up

Restart interviews in order to ensure that New Claimant Officers
would know from the case notes whether a claimant had failed to
act on an offer from a Restart interview or had dropped out of an
ET scheme. Only if this was done would it be possible to
establish whether claimants were actively seeking wor

Secondly, the size of the staff left in the Training Agency
Headguarters should be reviewed once the TECs had been
established in order to ensure that the numbers were ne larger
than necessary and that there was no duplication of work in the
Department itself. S5he also asked that the organisation of fraud
work should be resolved as scon as possible and that
consideration should be given to charging for ACAS advisory work.

I am copying this letter to Carys Evans (Chief Secretary's
Office - with a copy of your Secretary of State's charts) and to

Sir Robin Butler and 8ir Angus Fraser. //

(#ﬁ;;i. uAh;-hnLl e ahe Luﬂihn it
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€live Norris, Esq.,
Department of Employment.
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GOVERNMENT RESERRCH ESTABLISHMEMTS : NEXT STEPS RCTION PLAN
% [y

INTRODUCTION
1. My minute of 12 July 1989 reported on the steps being

taken by Departments to assess the feasibility of turning
their Research establishments into Next Steps Agencies. It

also considered the scopa for Deﬁnrtmenta commissioning
work on the basis of competitiwve tendering; and proposed
guidelines for the development of an internal market
within Government for the provision of R&D and scientific

and technical support services.

2. In response you expressed concern at the rate of
progress and asked that further consideration be given to
the preparation of an action programme. That has now been
done. This report sets out the details of progress made so
far and the timetable for implementing the remaining

stages.

3. The report also raises the guestion of whether the cause
aof greater efficiency in the use of resources availlable to

——————
—

support Government's requirements for R&D and scientific
and technical support services might not be better served
by erpanding the proposed internal market to encompass
other suppliers (eg the Research Council Institutes, Atomic
Energy Authority, and perhaps the Higher Education
Institutes). This of course would need to be done without

el i i =
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prEjuﬂlEE to the timetable for establishing the Gavernment

Reaearch Establishment Agencies in their own right.

e

hction Plan for the Research Ezstablizhments

4. Annex A , Part 1 shows that considerable progress has
been made already. Two Government Ressarch Establishment

[éﬁff_iagﬁcies have now been established (Warren Spring

Laboratory and the Laboratory of the Government Chemist). A
further five are dus for launch by summer 1990, with three
more following in April 1991.

5. There hat also been a good measure of acceptance of the
main pnints of the guidelines I proposed in my minute of 12
July 1989. Annex A, part 2 shows the timetable for the
adoption of those guidelines which will be critical to the
formation of tha internal market. Again the latest date for
implamentation is April 1991, although some Departments
already have the necessary procedures in place, or wish to

adopt tham from April 1990.

6. Arrangements to establish the ﬂEfEnGE Research Agency
{DRA) and a supporting customer base within MOD cuntI;;e
apace, with a target date for launch of April 1991. As
recently announced, the DRA will be established as a
Government trading fund within the Civil Service. The MOD

has indicated that implementation work to meet the

distinctive needs of defence research will take account,
whaerever appropriate, of the guidance developed for the
internal market. I am hopeful that this will lead to
substantial participation by the MOD and the DRA in that
market.
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7. I recommend that I and the Next Steps Project Manager be
invited to work with Departments to ensure that the targets

set out in annex A are met.

8. In line with the Government's response to the 3rd Report
of the House of Lords Select Committee on Science and
Technology, Departments with Research Establishments are
introducing clearer customer-contractor relationships into
the arrangements for commissioning research and the
provision of scientific and technical services. This will
create the environment within which appropriate competition
can take place and an internal market can develop. In turn
this will produce the pressures for rationalisation of
facilities and increases in efficiency within the
Establishments, and force Departments themsalwas to examine
more critically their RED and technical support service

requiramants.

Action by Central Departments

9. These changes entail profound adjustments in culture,
organisation and working practices for both the
Egstablishments and Departments alike. Establishments are
having to put in place commercial style financial and

management systems,; while E;ﬁurtmenfs are wrastling with
JEuelnﬁiﬁEthe ability to act as intelligent customers for
work and ensuring clear line-management separation batween

their ownership and customar roles. In this they are
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recelving the cooperation and assistance of Central
Departments. However, a particular problem is to ensure
that there is a broadly =similar approach to the
application of the central Guidance on Charging. Otherwise
the playing field for the internal market will be tilted.
At my regquest, the Treasury have agreed to contact sach
Establishment to check Departmental practices and, if
necessary, to clarify or revise the Central Guidance.

1J. The financial regimes under which the GRE Agencies
operate will be crucial to the proper operation of

customer-contractor relationships. GREs can become trading

funds under the Government Trading Funds Act 1973 if and
when this is appropriate. Where it ig not, I believe that
exemption of the GREs from gross running cost contrels is
an essential prerequisite if an internal market for the
provigion of R&D and technical support services is to
evolve. The intarnal market and performance measurament
disciplinas that my initiative regquires of GREs fit closely
with what is required for exemption. Indeed the Chief
Secratary has already exempted two existing GRE Agencies
and two of those dua for launch in April 19%0.

11. In light of the targets set out in the Annex A and the
action already being taken by Central Departments, I
recommend that April 1991 should be the target date by

which Departments'/GRE operating procedures are normalised

in line with my earlier Guidance Notes so that where

appropriate fair competition can amarge.
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Future Developments

12. Under customer-contractor relationships, Departmental
customers should be free to place commissions with
whichever organisation can provide the best overall wvalue
for money. In addition to private sector companies and the
GREs themsalves, other bodies such as the Research Council
Ingtitutes, the Atomic Enargy Authority and possibly the
universities could undertake the work. Some Departments

already use these bodies extensively.

13. Both tha Department of Educaticn and Science and the
Department of Energy are anxious to examine how the

relationship between the internal market for the GREs and

these other bodies miﬁht develop. There certainly may be
ecope for wider competition, in which case it would be
important to ensure that within such an expanded market all
parties traded on egquitable terms. Further consideration
neaeds to ba given to how this might be achieved.

14. The position of the universities is particularly
complex. Although I believe that they would benefit from
participating alongside the GREs in the market for
Governmant contracts, 1t would be important to ensure that
such participation did not divert them from their primary

Tole.

15. I recommend that you invite me to consider further,

with the Department of Education and Science and the

Department of Energy, the role that the Research Council
[ ——

ﬁIEEE;PEHEEhtinn Ingtitutes can play in complementing the
internal market for the GREs.

(-

-]
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Conclusions

16. In summary, I recommend that you invite E[(5T)

calleagues and other Ministers responsible for Departments
with GREs to:

i)

i)

take note of the progress outlined in Annexes Ak & B;
invite me Together with the Nexit Steps Project
Manager to work with Departments on ensuring that

tha targets set out in Annex A are met.

—_—

agree that April 1991 should be tha target date by
which Department:;?ﬂﬂﬂ operating procedurss are
normalised in line with my earlier GCuidance Notes
g0 that where appropriate fair competition can

EITIEIgE =

invite me to considar, within an agresad timetable,
with the Department of Education and Science and
tha Department of Energy the role that the Research

—

QEEEE}J Institutes, the Atomic Energy huthE;IEE_and

possibly the Higher Education Institutions play in
complementing the internal market for the GREs.

—— e — e

invite ma to make a further report on progres=s in
April 19951
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16. I am sending copies of this report to other members of
E(ST), the Secretaries of State for the Home Department,
Employment and Scotland., the Minister for Overseas
Development, the Minister for the Civil Service, Sir Robin

Butler and Pater Kemp.

_.ﬁuﬂ
LA

JOHN FAIRCLOINZH
Chief Scientific Adviser




Agency Status

(1)

Unit is being or has
been considered for
Agency status?

{YES/MND)

(Z)

(3)

Target Date for, or|Target Date for,

actual date of,
anmenmcament ag

Aoency candidate

YES

24 DCTOEER 1988

or actual date of
launch as Agency

(See Note 1)

YES

M
(but will be
reconsiderad in
1991 /92

20 APRIL 1989
MARCH 1990

Candidature
unlikely to ba
pursued
(=ea Noba 2)

ESTRARLISHETY

ESTRRLISHED

23 MAY 1989

APRTL 199]

24 JULY 1989
T OUNE 19858
7 JUNE 1988

7 JIME 1988

SMMER 1990
SIMMER 1990

30 OCTCEER 1989

| 20 APRIL 1980

YES
(but See Mote 3)




JONRI

Marire Lab
FFL

Arlc. 5.
Services

RAE/ARE/ | YES 16 MARCH 1989 APRIL 1991 |
RHRIEIREEEIES part DRA proposal

MNOTES 2

1. A review of customer hald budogeting arrangements is in progress.
The decdsion on Agency status will ba taken in the light of that review

and the soope for securing scientific advice in support of policy.

- Agency status has been ocongidered, but is unlikely o be paorsued at
this stege as the function of these Establisiments is not primarily
R&D but sclentific monditoring and advice in support of policy.

. HSE's Fesearch and Laboratory Services Division is being considered as
part of a wider review of the status of HSE as a whole.

FFL/FRS unlikely to be pursusd as candidate at this stage in view of
pricrity accorded to other DAFS candidates and the need to have regand
to continuing links with MAFF Fisheries research.

BRE - Building Fesearch Establishment

THERL - Transport and Foad Ressarch Laboratory

ADPS = Agricultural Deselopment and Advisory Service
ADAS/CVL = Central Veterinary Laboratorles
ADAS/FDS - Fesearch and Development Services

FSL = Food Science Laboratories

FRL - Fisheries Research lLaboratories
Torry BL - Torry Fessarch Laboratory

FSS - Forermic Sciene Service

MEL - National Engineering Laboratory




Koy (contd):

WSL - Werren Spring Laborstory
LEE - Leborstory of the Government Chemlst
MPL Matiocnal Fhysical Laboratory
HEE/FLSD - Health and Safety Bxecutive / Fesssrch and Laboratory Sciences
Division
OMATL - Oversess Deselopment Matural Fesouroes Institube
FFL - Freshwater Fisheries Laboratory




aocountable for the nature of the|
R&D comissioned and technical
support services purchased:

havme fresdom of choioe on what
work to commission amnd whers to

place it within the public or
privats sector:

develop mechanisms to bacome an
intelligent customer for both
short and long-term work;

ncomally use competitive
tendering procedures to place
work unless there are significant
st or other value-for-money
oonsiderations that justify
single tender action.

TARGET DATE FOR INTRODUCTION




5.U.0. = 5till uder oorsideration

Guiding Principles DoE

A clear separation should be
maintained betwesn tha line | Acrepted
management responsible for the | Aocepted| as far
Dopartment's ownership mle and . as
the Department's costomer Practic-
finctions. | able

TARGET DATE FOR INTRODUCTION Apr 1091 ' Rpr 1900, 1991

FEECETEEETREFESEEEET S S S STITI -

3. Establishments should have a
pricing policy based upon the Aorepted u.C ) |Accepted
recovery of full economic costs.

TARCET DATE FOR INTRODUCTION | Fpr 1990 - Apr 1991

DTS T oSS =T= eSS TeEE T EEE TR NESSSS SIS EESS
B i B

(4. Tha oost of sead-rormm ressarch o Current
Aocepted | Practios | Accepted| (s.u.c) | Accepted

In Place|Rpr 1991| - Apr 1991

EEEsdE s eSREE O EESEECSCCSCE ARSI EESs === ES s

0. Establishmesvt Aogernciess shoald
have greater delegated Largely
respongibility for financial Aroeptead in
matters and management and Flace
personne]l recui rements.

TRRGET DATE FOR INTRODUCTION | Apr 1990

— o




NEXT 5TEPS : GOVERMNMENT RESEARCH FRTARLITSHMENT AGENCIES

BCTION PLAN : PROGRESS ON IMPLEMENTATION

Agency Candidate: Building Resserch Establishment (BRE)
Target Lanmeh Dabe: Aocdl 1000
Progress Status: Detailed planndng well advanced

Customer-Contractor Relationships:

Arrangament have been in place since 1981 whercby the budgets for
resaarch are held by the relevant policy command. Since 1987, BRE has
had to bid for work from these budgets. For the future, DoE customers
will increasingly consider the use of extermal suppliers of research and

advice, but will wish to ensure that BRE remains able to provide the
technical underpinning required for policy decisions. In 1986, Ministers
accepted the conclusions of an external review of ERE which reported that
the Department neaded to maintain an in-house capabllity. As a result,
BRE's work programme will be a blend of comissions direct from the
Department in areas where in-house expertiss is esgential; and
commissions won in competition with other potential suppliers. The

DoE customer's resporamibilities for securing valua for money will ensure
that pressure is maintained on BRE to perform egqually well in hoth
categories.

Contral and Performanoe Measuremont :

The Agency Framework Document will provide for the annual preparation of
a Oorporate Plan which sets ocut the Chief Executive's forward programme
for the Agency. It will also provide for the Chief Executive to report

progress in mesting Agency's performance targets. Both doouments will be
formally submitted to the Secretary of State.




Financial Regime:
HRE will be exempt from gross rondng oosts from 1 Aperil 1990. From that
date the Agency will charge full economic costs o all custoners.

Finding of Seedoorn Ressarch:
The costs of seedoorn research will be recovered thoough overheads.

Implementation of this approach is likely o be deferred until April 1991
by which time the PES implications shrould hases boen resolved.

Interface with Private Sactor:
BRE as an agency will be required to secure a targebed proportion of its

income from non-Exchequer sources through research and consultancy
services. The proportion enwised 1s between 10 - 15% in the medium-—term.

uip

Potential Agency Candidate: Transport and Foad Research Laboratory (TREL)

Consideration i=s still beding given to whether or not TRRL might be a
suitable agency candidate and on what timescale,

L2 2

Agency Candidate: Central Veterinary Laboratory
Target Lawnch Date: April 1990
Progress Status: Detailed plarming well advanced

Agency Candidate: ADAS/Fesesrch and Development Service
Target Launch Date: April 1591
Progress Status: Consideration currently baing given to wider

organisational changes in ADAS. But it is already clear




that the RED services' Central Science Laboratory, with
or withcut all or some of the experimental farms and
centres, is a suitahle Agency candidate.

Customer-Contractor Relationshipe:

Following a recent review of the arrangements for commissioning RED, work
iz in hand to identify customers within policy divisions and to dewnlve
budgetary responsibdlity to them. The Chief Scientists' Groups will play
a central role in appraising, comissioning and mond toring work on the
customers’' behalf, These arrangements will apply in the case of OVL and
the same broad approach is likely to be followed for other agency
candidates. Policy customers, advissd by the Chief Scientigts and in
oonsultation with others concermed, will have and will be required to
exercise freadom of choice between potential suppliers. The new
arrangements are already being put in place with a target date for
completion of April 1991,

Control and Performance Measimement:

The Framework Documents for COVL and any other agency candidates in
the ressarch area will regquire them to meet challenging financial and
afficiency targets. These will also be included in the cooporate and
business plans approved by Ministers. Each Agency's performance will be
mondtored by the Departmental Ownership Board.

Financial Reqgime:

All in-house contractors will be required to recover full economic cogts
from April 1991. In the case of OVL, Trading Fund status is the
longer-term cbhjective. In the interim exemption from gross nunning oost
oontrols will be sought,

Funding of Seedoorn Ressarch:
The costs of ssadoorn ressarch will be recowered through overhcads
charged to customers. The target date for introducing this approach is

April 1991,




Bogency Candidate: Forensic Sclenoe Sorvice [(FS5)
Target Lamch Date: April 1991
Progress Status: FPlanning in early stages

Customer-Contractor Relationshipe:

The Home Office is not a customer of the Forensic Science Service esxcept
in so far as advice is required on technical aspects of policy in the
criminal justics area. The police are the main customers, Other
Currently the FS5 oparational laboartories are funded through the
Camnon Police Service arrangements, whilst FSS/HOQ and Central Resesrch
and Support Establishment (CRSE) are funded direct by the Home Office.
The aim is to introduce direct charging to the police and other customers
on the basis of full economic cost recovery from April 1991, Present
customers are already free to cbtain assistance from other suppliers.

Control and Performance Measurement:

A range of performance measures will be developed as part of the
transition to agency status. The customer-contrcator relationship will be
monitored by feed back from the laboratory User Boards.

Financial Regime: Aim to recover full economic costs from April 1991

hunding of Seedoorn Research:
Mechanism still under review. Decision will be reached before April
1991.




Bgency Candidate: Warren Spring Laboratory
Laumch Date: 20 April 1989
Progress Status: Agency Established

Agency Candidate: [aboratory of the Goverrment Chemist
Launch Date: 30 Cotcber 1989
Progresz Status: Agency Estahlished

Agency Candidate: Mational Physical Laboratory
Launch Date: Summer 1990
Progress Status: Detailed planning well advanced

Ageney Candidate: National Engineering Laboratory
Lanmch Date: Sumer 1990
Progress Status: Detailed plamming well advanced

Custoner-Contractor Relationships:

From April 1990, the DT1's requirement for ecientific and technical
support work is being placed onto a formal customer-contrator basig. Work
undertaken at the Department's own Ressarch Establishments will be
camissioned on exactly the sane basis as work commissioned outside the
Department. Each programme will have a DTI Headquarters Division as
customer which will have freedom of choice between potential suppliers
in placing work. Staff in customer Divisions are already well placed to
act as intelligent customers.

Control and Performance Measirement:

DII Ministers will set performance and financial targets for the RE's.
‘he Chief Engineer and Scientist , assisted the Agerncy Steering Board, is
respansible for advising on the targets, monitoring performance against
them and reporting to Ministers. The targets and an anmual review of




performance will be published.

Finomeial Recgime:

WSL and LGC will be esempt from gross runndng cost conipols from April
1990, and will use full sconemic costing to finance thedr oparations from
receipts. NPL and NEL will remain under grose nunning cost oontol for the
time baing, but will be subject to the same customer-contractor
mechanians as the other Laboratories.

Funding of Seedoorn Research:
The cost of seedoorn research will be recomered through owarhead

charges to all customers as soon 83 possible. The present target date is
April 1991,

Interface with Private Bector:

The framesork documents for WSL and LGC require them to work
primarily for Govermment. A similar duty will be placed upon MPL when it
becomes an Agency. As NEL is being prepared for privatisation, it would

be lnappropriate to restrict the amount of work it udertakes for the
private sechor.

Agency Candidate: Overseas Development Natural Resouwrces Institute( ODNRT )
Launch Date: Aprdil 1990
Progress Status: Detalled plarming well advanced

Customer-Contractor Relationships:

The relationship between ORI and the ODA has been on a formal
customer-contractor basis since 1984. 0DA customer divisions already
have a well-developed *intelligent customer' capability.




Control and Performonoe Measyrromend:

The setting of policy obhjectives for the Institute and the mondtoring of
its performance will be execised through a Steering Board chaired by
serdicer ODA management. Inter alia, the Board will advise the Minister on
the cbojectives and work programme for the Institute (as set out in the
Corporate Plan), and achiewements against financial and performance

targets.

Financial Regime:

The Institute's opertations will be fully customer-driven. The Agency
will be fully self-finsncing from contract income directed at full
aconamic oost recovery.

Funding of Seedcorn Ressarch:
The present core grant to ODNRI includes provision for the Director to
devote up to 10% of cperation effort to projects of his own choosing.
Future arrangements will dispense with core fundirng. As a result, the way
in which seedosrn research will be funded for the future is still urder
review.

Scottish Office

Agency Candidate: Agricultural Scientific Services (ASS)
Lamch Date: To early to say but cardidasture for Agency status is
expactad to ba anmounced in Aprdl 1990,

Customer-Contractor Relationshipe:

e crrent arrangements do not separate the role of Department as
customer and ownar as sharply a=s is implied in the Cabinet Office
Guidelines. A= a result, for the future it is intended to strengthen the
formal arrngments within the Department by which both RED and the other
work undertaken by ASS iz comissicned. This will take account as far as
practicable of the Cabinet Office Guidelines, with particular reference




o a clear definitirnm of the role of the Department as owner and
customner and the ASS a8 contractor. The new arrangements will form part
of wider revised procedures for oommissioning and reviewing RED over the
Department As a8 whole. These would incorporate the new POAME assesoment
procedures, strengthen the capacity to act as an intelligent customer and
enhance compatition.
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VALUE FOR MONEY SEMINAR: EMPLOYMENT

The Department of Employment spends nearly £4 billion a year.

In addition, it administers nearly £5 billion of benefits te
the unemployed on behalf of the DSS. In recent vyears the
Department has undergone considerable changes:

the Jobcentres/Unemplovment Benefit office retwork is
being rationalised;

Skillcentres are being privatised;

———————
considerable functions are being devolved £rom the
Training Agency to employer-led Training and Enterprise
Councils.
_._-_-'—-l

The nature of the task facing the Department has also changed.
Nolonger is it dealing with unemployment of over 3 million,
This has had two CcOoOnseguences:

sehesfovus has shifted from simply getting the unempleyed
off the register towards skills training;

—

those who remailn unemelnxﬁg tend to bha the much "harder

cageag™,
—

This note does not attempt to cover the entire DE waterfront.
Instead 1in concentrateas on a few specific areas where the

changes noted above have the most impact.
l ose,
}#.‘E "1n‘d

The role of the Training Agency. R ;]gu,

i

ftoopresent there are 11000 people In the Training Agency.

2000 of these are located in the Head Offige in Sheffield.

Hitherto the Agency (and its predecessor the MSC) played a
e

S o




or role in designing, developing and delivering the big,

centralist programmes like %T5 and ET. Following the TEC
—,

initiative it is eclear that the role o©of the Training Agency

will have to change fundamentally. Design and delivery of
e

programmes will be the responsibility of TECs.  The new role

—
of the Training Agency should be that of a regulator, monitoring

rformance and rin () countability £ bli funds.
[.:IE' d BNEUL1 {]' pr F:IEI dCLCOUNCAD1 11 j?' o ]_:|L'I JolE 'I..'I]'L__'F
font
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Eﬂﬂi_ltﬂiniﬂl—ﬂﬂﬂﬂEF staff -are +to be meconded to TECs: But

at present most - i1f not all - of these are currently working

in the Training Agency's Area OQOffices. A substantial corps

: . ; . - e . oL
will 8till remain in the HMead Office and Regional Offices.
e
The combined total of this group is expected to fall only
marginally to just under 3000. Thera ig, therefore, potential

——
for-much duplication between the Training Agency and (a) TECs

Lo} the Department of Emplovment HQ.

ey

For example:

the Training Agency hag’ its  own economists; so0 too does

—— e}
bE HJ. Why do we need both?
———

the Trainimg -Agency -want . to centinue to advise
Secretary of State on naticnal training policy.
e

what do the officials in Caxton House dov

Queatinnﬂ to agk:

L. Once TECs are up and running what will the size of

Training Agency be?

e 2 35“..

What will its functions be?

Won't there be overlap between the roles of the Training
Agency and Department of Employment HQ?

]

s The Bifectiveness of Employment Training (ET).

ET  iw by 8 HSignificant maggin the largest programme: DE Tun.

=
Aht-raround €13 billion it accounts for -almost half of the

S —
department*s total training and education budget.
ey




.waa intended to offer a proper training scheme for the long-

term unemployed {rather than Jjust a make-work scheme}. HNorman
Fowler gave it priority over Youth Training in the last PES

—

negotiations.
But cn -any measure ET has had its problems:
the drop=out rate’ has been appalling: only J%p&r cent

of thoge referred to ET from tEE Employment Service
camplete the scheme;

costs have been creeping up: the average cost per wesk

of a plece on ET haz rigen Erom E£184 to ELDE,

o sma —
Some have suggasted that the reasons for the poor drop-out
rate is underfunding. But this misses Lthe poinl. Attendance

o ET is meant to be used to help test peoples' eligibility

for benefit. If someone is referred to ET and fails to attend,
[ ——————
their entitlement to benefit should be in jeopardy.

_—

——

There are three more plausible reasons for the drop-out rate:

First, failure to follow up. All the long term unemployed

are offered Restart interviews. 85 per cent of those
interviewed are offered opportuonities. 71 par cent of those
receiving an offer accept it, but most of +these [almost

threeguarters) fTail to follow it through. They never turn-
= e Dby ]| Em 5
L= e

; ﬂ;ﬁhrhu. 7
Second, the referral process is unlecessarily protracted,

ET pioneered the concept of Training Agents, Previous schemes

such as ¥YTS etc ensured that the unemployed were sent directly
from the Employment Service tu the people who were going to
organise their training. ET included an extra intermediate
stage - the Training Agent - at which the needs of the
unemploved are assessed. Hot only does this extra tier raise
the overhead costs of ET, but builds




. e additional point at which a poorly motivated person mijht

drop—out.

Third, the original ET concept may have been too ambitious.

ET is meant to provide the long=-term unemployed with skills
for work., But as long-term unemployment falls, we are i.wegi.nﬁ_n-g
to get to the really hard ca-_-.es_;é the bottom of the barrel.
It would be nice to think that their problems were simply a
laclk_if__ii_:.i_lla. But more often than not it is a basic lack
of ‘the necessary motivation to wventure beycnd the_frantﬁumr

=
of+their couneil ‘estate flat. MNo amount of programme enrichment

e
is going to tackle this problem
The solutions to thess problems may be:
(&) that the Training Agent system should be abandoned.
Eeferral From the EBEmployment Service szhould be made

direet to those organising the training.

Lhat serious thought should be given to making ET
compulsery for the very long term unemployed. {ie

if vou fail to take up the offer of a place, }'_-Dll lase
benefit automatically.) This may be the only way
to shock the hard core out of debilitating dependency.

PQuestions to ask

How affective have Training Agents been?

What erffect has the stengthening of the “actively-seaking-
work" test had on unemployvment and attendance rates on
ETY

What consideration has been given to making ET compulsory

for the very long-term unemployved?

%. How Rtibet (€T begur wtsce—bd o Uesoary Peatte it U

], Pk v ﬂ'h

h vegitr o how peart lioure) B A o = g
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'Erpr ise/Bducation links

At present DES. DE and DTI all have an interest in this area.
The scope f[or dupllcat:mn and confusion 1s immense. This is
clearly dellcate territory and touches upon whether we any
longer need a separate pDepartment of Employment. But there

18 a more i1mmadiate need to rationalise effort in this field.

For example, therd ig a plethora of organigations in the field
of promoting enterprising attitudes in schools and improving
the relevance of the curriculum to the world of work. Moreover
the titles of these organisations are impenetrable - hardly
the best advertisement for those seeking their services. The

main gnes are as followe:

AIEC SATRO
Careers Service SCIP
Compacts SLLOS
CRAC TVEIL
DTI Adviser Service UI
EcATT Young Enterprise
Mini-Enterprise in
Schools Project

These are either Government organisations or organisations
receiving funding from Government.

Questions to ask:

How many schemes/organisations are there promoting
industry/education links?

Are they effective? Are there too many?

What plans are there teo try and rationalise the

Government's efforts in this area?

ANDEEW DONLOF




PRIME MINISTER

THE EMPLCYMENT DEPARTMENT GROUP - ?ﬁLUE FOR HDHE? EEHIHHR UH
21 FEBRUARY 1990 AT 3.30PM

INTRODUCT 1ON

1. This will be the third Value for Money Seminar with the Department
of Employment Group. Michae]l Howard and Geoffrey Holland will attend.
The Group censists of the central Department, the Training Agency, the
Health and Safety Commission, ACAS, Industrial Tribunals, and the
Employment Service which will become a Next Steps Agency from 2 April
1990,

Projected expenditure and staffing levels for 1990/91 are:

gy

5taff Expenditura Im

Central Headguarters 3420 339
Employment Services 6086 &1h
Training Agency 4719 2881 —=
HSC N 3dir 3793 117
ACAS 4 642

TOTALS

Detailed figures are at Annex A.

You have held previous seminars with Norman Fowler on 28 February 1988
(Note at Annex B) and on 6 June 1985.

AN

2. The main aims of the semipar &re:

in the labour market and to ensure that this country has an
adEQuatE1y tra1ned workforce;

[T T T T T P e e e e 7 o

s l to discuss the Department's plans to cope with major changes

to test progress towards assessing the major programmes in
terms of outputs rather inputs and how this can be shown to
be delivering better value for money;

to discuss the plans for handling major organisational
changes in the Group and 1n particular the scope for reducing
running costs.

3. The remainder of this brief suggests come points to raise for each
\ of the main component parts of the Department, and Annex C lists all
the gquestions raised.




CENTRAL HEADQUARTERS

4, Major challenges for the Headquarters result from significant
changes in the external environment and from planned organitational

'ﬂhangei within the Group. The number of pecple registered as
unempToyed for more than a year is mow half the 1986 level and a fall
of some half a million 16-19 year olds coming on to the market is
forecast up to 1993, In addition there are likely to be skill
shortages and geographical labour supply preblems. The Employment
service will ba launched as an Executive Agency from 2 April 1990, and
120 TECs are planned to be established by 1992, A key issue is to
determine the future role of the Department's centre, together with the
management system necessary to exercise 1it.

Paints to Raize

@. What is the future Headquarters role when the Employment Service
is established as ap Agengy., and the maanr training programmes are
delivered by TELs? What ave fts minimum functions and what are
the targets to reduce Headguarters staffing levels?

EMPLOYMENT SERVICE

H 5. The Employment Service was formed in . bringing together the

! network of Job Centres and Unemployment Benet1t Offices and other
related employment functions. After much delay, it is due to become in
April 1990 the largest Next Steps Agency to date, with the aim of

| integrating the unemployment benefit service and job centre network
under a 'ﬂngrﬂpgf'lgpk]cy. It will be important to have specific
output targets for the Agency.

Points to Raise

. What targets have been set for savings in staff numbers and for
accommodation ecomomies, given the rationalisation of resources?
{Expenditure plans show projected staff numbers P151ng from 36,086
in 1990/91 to 36,927 in 1991/92 and only falling slightly to
36,196 in 1992#93 in spite of the proposed amalgamation of Job
Centres and Unemployment Benefit Offices.)

What strategic value for money targets hgve been set for the Chief

Executive of the Agency?

What is the current unit cost for getting pecple off the
register? What targets have been set for reducing this unit cost?




TRAINING AGENCY

B. The Training Agency has been part of the Department since 1988,
when the Department took back responsibility for the Training ~—
Commissien (previously the Manpower Services Commission). 1t is
responsible for training programmes such as Employment Training and the
Youth Training Scheme [to be replaced by Youth Training in 1950) and
for vocational education. The follow up to your seminar on training
wWill of course be looking at the strategy in this field.

The Departrent will need to define clearly the respective roles and
responsibilities of its Headquarters and the Training Agency regional
offices in order to determine its management strategy, and develop
management systems to cope with the setting up of Training and
Enterprise Councils as the local deliverers of training.

Points to Raiﬁg

8. MWhy do running costs not reduce when Training Agency manpower is
sel to fall as TECs assume responsibility for delivering the
training? And what financial targets have been set for the
transfer of training functions to the private sector?

What improvements are being sought in Training Agency owverall
objectives, such as reducing skill shortages, and what performance
indicators have you selected? What has been achieved against
previous targets set, for example on the YTS programme where in
your last seminar a target of 70X qualifications was identified?

What targets have been set for reductions in senior management
posts as part of the general reductien of Training Agency staff
numbars? (Some 40% of the Department's 129 staff in Grades 1-5
are employed in the Agency and this proportion has been steady for
the past 3 years.)

HSC/HSE

7. The Health and Safety Commission (HSC) and its operational arm the
Health and Safety Executive (HSE) came into being as a result of the
Health and Safety at Work Act 1974, The Department is on the receiving
| end af a growing number of EC regulations and directives on Health and
| Safety issues, which form part of the Social Charter.

Points to Raise

a. What is the cost to HSE and the compliance cost to British
industry of the increasing number of EC health and safety
directives/regulations? Is the Executive measuring this and
developing a strategy if the costs are unacceptable?




SCRUTINIES

H. There is no particular need to dwell on this aspect since the
future programme 15 well in hand. The Group has a good record for
selecting substantial topics for scrutiny, but a comparatively poor
record in timely completion and implementation. A Fraud scrutiny,
carried out jointly with D55, showed that the overlap and confusion
botween the two Departments' responsibilities made fraud less likely to
be detected. THE_BEﬁHrtmEnts 5ti11 have not reached agreement on how a
unified organisation or a readjustment of the boundaries would be
helpful. There was a YTS scrutiny and this showed the need to change
the scheme significantly if the appropriate level of the skill
attainments were to be reached. Currently action on both is delayed.
If implemented they would be expected to save some £30m and £58m per
annum respectively. =

A scrutiny on the Take up of Referrals to the Employment Training
Programme is in progress, and is showing a potential conflict batween
the objectives of the Employment Service and the Training Agency.

A scrutiny on Group Information and Communication strategy has been
offered for 1990, in the Tight of organisational and locatiomal changes.

Points to Ralse

a. Wnat targets are being set for the Uepartment's Fraud work and how
can these be improved by implementing, jointly with U055, the
scrutiny recommendations?

/%”Lf \ {9
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ANNEX A

Etructure

The Group comprises the Department itself, the Training Agency
which since 1988 has been part of the Department the Employment
Service which will become a *Next St eps' Agency on 2 April 1990
and 2 grant=in-aid bedies: the Health and Safety Commission and
the Advisory, Conciliation, and Arbitration Bervice,

Expenditurs

The Group plans teo s=pend £3.770 milllon (pet} in 1990-91. The
rain items are shown below:-

1990=-9]1 Plans {fm}

SKILLSE AND CCMPETENCE FOR WORK
Training for the employed
Youth Training
Training for unemployed adults
Education Initiatives
Training and Education Support & other

FOR TUNEMPLOYED PEQPLE

Restart

People with disakbilities
Placings and payment of benefit

ENTERPEISE AND JOB GROWTH
aomall Flrms
Enterprise Allowance Scheme
Tourism

A POSITIVE ENVIFONMENT FOR WORK
ACRES
Health and Safety Commission

OTHER EMPLOYMENT SERVICES

oWer
Flans for 1990-91: Training Agency
Employment Service
ACAS
HSC/HSE
Other
TOTAL
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10 DOWNING STREET
LONDON SWiA 2AA

From the Principal Private Secretary

25 Faebruary 1988

AN

VALUE FOR MONEY SEMINMAR: DEPARTMENT OF EMPLOYMENT GROUP

Tour Secretary of State, accompanied by the Permanent
secretary, made a presentation yesterday to the Prime Minister
on value for money in the Department of Employment group. Sir
Robin Batler, Sir Robin Ibbs and Miss Kate Jenkins (Efficiency
Onit) were also present.

Your Secretary of State based his presentation on some
charts circulated at the meeting.

The following points were raised in discussian about the
charts;

(i) The Prime Minister asked about the Department's
action if someone in receipt of unemployment benefit
failed after a Restart interview to take up the
suggested training course or dropped out during the
course. The Secretiry of State confirmed that this
was a problem of particular concern to the
Department; in London and the South-East up to
B0 per cent of those for whom training was suggested
failed to turn up for their course. The Department
wara tackling this problem Lty invelving claimant
advisers and the training agents. He agreed that
there would come 2 time when the person concerned
would be deemed not to be available for work if he
consistently refosed training. Existing legislation
allowed the Adjudicating Officer to come to such a
decision. There was not a lack of legislative
powers in this area, but the system for follow up
action nesded improvement. The Prime Minister
commented that there had to come a point when those
refusing training had to work or lose benefit.

The Secretary of State and the Permanent Secretary
pointed out that expenditure for Restart,
availability testing, claimant advisers, fraud
investigators and other Departmental initiatives
fell on the DE vote, while the savings in public
expenditure achieved by their efforts often accrued
to the DHES. A further disincentive for the
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Dapartment was that the running cost regime
inhibited them from spending money on such
initiatives =since the conseguent public expenditure
savings in programme expanditure were not credited
against tunning costs. The Department hoped that
the financial arrangements Eor the Employment
Eervice agency would remove this inhibkiticn so that
they could devote more resources, for example, to
the combating of fraud and thus reduce publie
expenditure generally.

The Prime Minister asked zbout the entitlement of
Land Rover workers to unemployment benefit if they
found themselves out of work as a result of their
current strike. Would they be regarded as having
made themselves voluntarily urnemployed and thus
ineligible for unemployment benefit? Your Secretary
of Btate undertook o let the Prime Minister have a
note.

In answer to A& gquestion from the Prime Minister
about training to mest the naeds of the local job
market , your Permanent Secretary noted that training
was now much more directed to the needs of the local
marzet, as was evidenced by the fact that 90 per
cent of training jobs were now with employers.

The Prim=e Minister asked, in connection with chart J
in your Secrestary of State's presentation, whether

theras was an inconsistency between the rapid
increase in the number of YTS trainees gaining
gualifications (projected to rise from some 23 per
cent in 1987/88 to over 70 per cent by 1991) and the
much smaller increase forecast in the percentage of
young people in work or training after ¥TS. The
chart appeared to suggest that the gaining of
gualifications by ¥YTS trainees had little effect
their ability to secure a job or training after
their ¥TS experience. The Secretary of State
undertook to consider this point.

Summing up the discession the Prime Mipnister said that
the Department had made good progress in achieving better
value for money in the thres years since the first
presentaticon on the Department's expenditure. But she
believed there was still further work to be dona. It was
particularly important for a Department with so large an
organisation and substantial expenditure to search
vnremittingly for improved value for money. The Department
needed to set tough targets for more of its expenditure with a
much greater emphasis on outputs rather than inputs. The
Deapartment shonld Iin particular increase the number of
strategic value for money targets relating to its expenditure.
The establishment of the Employment Service as an agency
presanted the Department with a great challeange. It would be
important for the Agency to be given a rigorous framswork with
fully guantified targets. When the Rgency was being
established,; consideration should be given to its running cost

CONFIDENTIAL
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.:Eqime so that it had greater incentive and opportunity to
* ecruit staff and to devote resources to measures,. such as the

fight against fraud, which would reduece the unemployment count
and thus save public expenditure. More generally, the
Departmant should consider what action it counld take to
improve the functioning of the labour market; including
measures (i)} to counter restrictive labour practices (ii)
abolish restrictions on entry to certain jobs (including
limits on the number of apprentices); (iii) to reduce the
scope of pational wage bargaining; and {iv) to remedy the lack
of training and sducation for the existing workforce. She
would also be grateful for notes from the Secretary of State
on the points referred to in paragraph (iii) above.

I am sending a copy of this letter to the Private
secretary to the Chief Secretary (with a copy of vour

Secretary of State's charts) apnd to Sir Robin Butler and
3ir Robin Ibbs,

(N.L. WICES)

Hicholas Wilsoen, Esg..
Cepartment of Employment.

CORFIDENTIAL




ANNEX C

COMPLETE LIST OF POINTS TO RAISE

CENTRAL HEADQUARTERS

1.

What is the future Headquarters role when the Employment Service
15 established as an Agency, and the major training programmes are
delivered by TECs? What are its minimum functions and what are
your targets to reduce Headquarters staffing levels?

EMPLOYMENT SERVICE

2.

What targets have been set for savings in staff numbers and for
accommodation economies, given the rationalisation of resources?
{Expenditure plans show projected staff numbers rising from 36,086
in 1290/91 to 36,927 in 1991/92 and only falling slightly to
db,196 in 1992793 in spite of the proposed amalgamation of Job
Centres and Unemployment Benefit Offices.)

What strategic value for money targets have you set for the Chief
txecutive of the Agency?

What is the current unit cost for getting people off the
register! What targets have you set for reducing this unit cost?

TRAINING AGENCY

0

Why do running costs not reduce when Training Agency manpower fis
set to fall as TECs acsume responsibility for delivering the
training? And what financial targets have been set for the
transfer of training functions to the private sector?

What improvements are being sought in Training Agency overall
objectives, such as reducing skill shortagez, &nd what performance
indicators have you selected?. What has been achieved against
previous targets set, for example on the YTS programme where in
your last seminar a target of 70% qualifications was identified?

What targets have been set for reductions in senfor management
posts as part of the general reduction of Training Agency staff
numbers? (Some 40% of the Department's 129 staff in Grades 1-5
are employed in the Agency and this proportion has been steady for
the past 3 years.)




HSC/HSE

B. What 15 the cost to HSE and the compliance cost to British
industry of the tTncreasing. number of EC health and safety
directives/regulations? Ig the Executive measuring this and
devaloping & strategy 1f thewctsts are unacceptable?

SCRUTINIES

9. What fargets are being set for the Department's Fraud work and how
can these be improved by implementing, jointly with D55, the
scrutiny recommendations?
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PRIME MINISTER

THE 2.5% EFFICIENCY PROGRAMME: THIRD FROGRESS REFPORT

I enclose the third progress report on my Department’s 1.5%
Efficiency programme. The Report shows the pesition at the end of
December 1989,

La I am sending a copy of this minute to the Chief Secretary, and

to 8ir Robin Butler and S5ir Angus Fraser.

Ministry of Defence
15th February 1990




THE MINISTRY OF DEFENCE'S 2£.5% EFFICIENCY PROGRAMME:

THIRD REPORT

Introduction

1. Since the second report on the Department’'s Efficiency
Programme in June 1983, work has continued to identify further
measures for 198990 and 1990/91, and toc validate measures already

identified for all three years of the programme.

1988/89 and 1989,/90

2. The last report provisionally assessed achievement for 1988,/89

as E£391M against the target of £310M. ©On out-turn, we did even
poS— T
better at E421M, {(subject to the final results of the special audit

of selected measures referred to in the previous report).

3. The cumulative target for 1989/90 is £620M. Measures totalling

=

E575M had been Identified by 31 pDecember 1933? and effort continues

to meat the remaining £45M. The contribution of each of the five

management areas so far is as follows:




[EM at LTC B9 prices)
1588 /89 198990
Achievement Target Measures

Identified

Havy

AE ey

Alr Force
PE

Centre

TOTALS 42311}

Net of some £24M of expenditure (Mavy £9M, Army ETM,

e

Alt Force EBM) on "spend to save" measures.

of some £37M of expenditure (Navy E18M, Army EG6M,

Force E13M) on "spend to save" measures.

q. Finding new measures to meet the 1990/91 target of E930M is

proving a stiff task, but the target is not being abated and I am

—— =

determined to meet it.




Measures

D A wide range of efficiency measures has been identified,

including many local initiatives. Examples are:

a. Reducing the proportioen of Naval weapons out of the

front-line in repair and handling eycles.

Oparatere of some eguipment in RN ships to maintain

e

= -

- Improved efficiency in Forces® mail handling by

increasing the velume carried whilst using less manpewer.

d. The employment of families in civilian posts in Germany

e —r

in place of German nationals (who are more cosktly).

- e — .

e. Heductions in Tornado training ammunition while

maintaining operaticnal standards.

37 Extensions of intervals between major servicings of

Hercules aircraft while maintaining safety and reliability

standards.

d. Increased output from Royal Airecraft Establishment wind

tunnel measurements.

-

-




Qubtput Enhancements

B. Recorded output enhancements, wvalidated as being necessary for
defence purposes, have risen te a little over 20% of the total in
paragraph 4 above, but still leses than we would wish. Part of the
difficulty ig in recording enhancements as they take place. The
introduction in 199192 of the New Management Strategy will help us

do Ehig much better.

Rationalisation

1 A number of measures leading to bi- or tri-Bervice
ratiocnalisation, or functional rationalisations which release estate
for diepoeal, have heen identified. These measures are workth in
total some E300M for 198889 to 199091, of which some £50M can be
attributed to bi- and tri-Service rationalisation. Action continues
to achieve greater cost-effectiveness in standardisation,
rationaligation and the wide use of "best practice". Exanmples
include the implementaticn of the Materials Management Strategy
Review, rationalised logistic support in overseas Commands, more use
of direct supply of accommodation stores to Units, and more

efficient use of movements rescurces.

Efficiency under the New Management Strategy

a. The last report described the new opportunities provided by the

New Management Strategy. Work has continued ensuring that overall




efficiency targets are integrated into the budget- and
objective—setting processés of the new system. The next six months
will see the further development of this Eframework and of
arrangements to ensure a smooth transition from the procedures and
achievements of the present programme, including ensuring
consistency in data so that the achievements of the present

three-year efficiency targets are continued,

Future Targets

9. In the light of this continuing progress, further consideration
has been given to the targets from 1991/2 onwards, 1In 1991/2,
priority must be given te installing and validating the new
management setructures and practices of the New Management Strateqgy;
the provisional target of 1.5% will be realistic. In the light of
the Prime Minister's view that the current rate of improvement
ehould be sustained (as an average to be achieved over a number of
years) the target for 1991/93 has been raised to 2.5% and targets of

3% for the years 199394 and 1994/95 provisionally set.

10. These are demanding targets, especially if internaticnal events
lead to substantial change and turbulence in the defence programme.

The targets will accordingly be kept under regular review.

Ministry of Defence February 1990




10 DOWNING STREET
LONDON SWIA 2AA

From the Privale Secratary

Further to my telephone call this morning, I
am pleased to send you the two letters of
confirmation about the Value for Money
seminars on transport and environment. AS
usual, I have written Sir Angus in for a
guarter of an hour meeting before the
geminare begin. We will therefore expect
Sir Angus to arrive at No.1lD at 1030 on
Wednesday 2 May and 1500 on Monday 2 July.

w

AMANDA PONSONBY
13 February 1990




10 DOWNING STREET
LONDON SW1A 244

From the Private Secretdry
13 February 1930

No ooy Naclatha,

As part of her series of Value for Money
seminars, the Prime Minister will be helding
a seminar on Value for Money in the
pepartment of the Environment on Monday
2 July at 1515. The meeting will take
approximately one and a half hours.

The Efficiency Unit will be in touch
with you in the near future to discuss the
agenda for the meeting and details of your
Department's presentation.

1 am copying this letter to the Private
secretaries te Sir Terry Heiser (Department
of the Environment), S5ir Angus Fraser
(Efficiency Unit) and Sir Robin Butler
(Cabinet Office).

Mea s 2hcarehoy
M&d\g\

AMANDA PONSONBY (Mrs)

Ms Michelle Cameron
pDepartment of the Environment.
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10 DOWNING STREET
LONDON SWIA 2AA

Ferom the Privare Secretary

13 February 13590

‘higsaizn_ﬁ b R

As part of her series of Value for
Money seminars, the Prime Minister will be
holding a seminar on Value for Money in the
Department of Transport on Wednesday 2 May at
1045. The meeting will take approximately
one and a half hours.

The Efficiency Unit will be in touch
with you in the near future to discuss the
agenda for the meeting and details of your
Department's presentation.

1 am copying this letter to the Private
Secretaries to Sir Alan Bailey (Department of
Transport), Sir Angus Fraser (Efficiency
Unit) and Sir Robin Butler (Cabinet Office).

TS =

w

Amanda Ponsonby

Faul Hogg Esg
Department of Transport




aln AT
DEPARTMENT QF SOCIAL SECURITY
Richmond Hoose, 79 Whitehall London SWIA IN5
Tetephone 01 210 3000

From the Secrefdry of State for Socil Sequrity

Andrew Turnbull Eeqg
Principal Private Secretary
10 Downing Street

London

SWl M February 1990

p HEXT STEPS

My Sectetary of State has seen Mr Femp’s minute of

30-January to you and the accompanying progress report on the
fext Steps initiative.

He is pleased with the progress being made generally. He has
asked me to draw your attention that, since the last report,
DS8 have decided that it will establish a further Agency. The
National Insurance Contributions Rgency will be set up from
hpril 1991 with a ataff of around 7,000, making it the sixth
biggest Agency so far set up or announced. The Agency’s main
functions will be the collection of national insurance
contributions and the proper attribution of these to
individual records. This is highly specialised work which is
very appropriate to the Agency method working. Indeed, the
preparation for it have already highlighted a number of
important issues on objectives and methods of operation, which
have led us to a radical re-appraisal of the functiona of this
important part of the Department’s work. This servea to
confirm the value of the agency method of approach.

)

(Gt Lo

STUART LORD
Principal Private Secratary
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PS/SECRETARY OF STATE

cc PS5/Minister of State
PS/Secretary
Mr Reid
Mr Manley
Mr Fogden
Mrs Bayliss
Mrs Wheatcroft
Miss Fahey
Mr Collins, .~

VALUE FOR MONEY PRESENTATION AT NHO 10 : 21 FEBRUARY

B
1 Attached is the first draft of material for the Secretary of
State’'s presentation. It comprises!

{(a) a brief "where are we going" introduction, providing the
cpportunity to state the Group’s aim and objectives for
the 19%0s and to introduce the theme of organizational
change;

charts and accompanying commentary about the parts of
the Group and key issues facing each part;

{(c) charts and accompanying commentary on performance of the
main programmes and activities.

2 Some key sections are not filled out: they require
discussion with the Secretary of State. These are:

(a) Group aim and objectives - to go in the introduction.

A revised statement of the Group aims and cbjectives is
attached? These are to be discussed at the Senior
Management Group meeting on 15 February prior to full
discussion with the Secretary of State. But we cannot
await the ocutcome of that. The previcus objectives are
attached for reference. The main differences are more
emphasis on:

(1) contributing teowards an effective and productive
labour force rather than simply increasing
gqualifications achieved or training volumes;

(2) the labour force as a whole rather than special
groups and particularly the unemployed;

{3) working with and through ethers.

the future organisation - to go at the end of Part I of
the presentation, or after the Introduction. This too
ig for discussion with the Secretary of State, in the
light of a first report from Mr Manley on the functions

#H fBaraw .
+ ﬂ-l.u.'lr' l..




of "the strategic core”. That should be available next
waak.

3 We still have +to prepare material - possibly for use if
pressed rather than presentation - on the follow up to recent
scrutinies, We will write the section on fraud when the outcome
of the Secretary of State’s letter to Mr Newton is clearer. The ET
drop-out scrutiny will officially report just after the seminar,
but the Secretary of State may wish to note the recommendations.

4 The Secretary of State will want to note some points about
the real ~Value for Money” material, covering performances, unit
costs etc, in Part II. Unit costs have in many cases risen.
Partly this reflecte organisational turmoil. But it also reflects
increased emphasis on guality not just quantity. The eselective
approach being developed to meet different needs in different
reagions, industries etc means that the unit cest of intermediate
outputs sometimes rises compared with the major monolithic
programmes of the 19802. We need to get across that positive
aspect of what leoks like bad news (see eg EAS and the Employment
Service Indicators).

> We have a more intractable problem in presenting the ET
indicators. The initial expectations on unit costs have not been
met, and will not be. The client group is increasingly difficult
and employers remain uninterested. Also the drop-out rate is very
substantial. One conclusicn is that ET is underfunded for its
19908 client group. The approach outlined in the attached

speaking notes is a high risk option but the facts are known to
the Efficiency Unit. We have attempted to turn them to our
advantage, but the Secretary of State may wish to consider this
section particularly carefully.

Presentation .

& Most of the charts will appear in sets of twe on A4 pages,
Charts to be presented together have been pinned, as a temporary
measure., We have erred towards over-provision. The Secretary of
State will want to guide us on what te cut out.

5 Further defensive briefing will also be provided.

60

JENHY BACOR
9 February 1990




PoesenTaTion

INTRODUCTION

We are at a pivotal point in the development of the
Department and its policies and programmes.

13808 saw rapid expansion (organisation and budgets) to
focus on high unemployment. Emphasis on gquantity - big
programmes to reduce numbers on the count - especially

longer term unemployed and new entrants to labour

market.

1990s labour market calls for something different -
though cannot afford to ignore unemployment.

Pual emphasis:- improving supply and utilisation of
skills of people in employment

preventing people from becoming long term

unemployed

A switch from guantity to gquality in cobjectives - which
must ba matched in value for money cbjectives.

I want to position the Department for the 19950s in

terms of
where we are going - objectives

in relation to other organisations = in and outside

central government
our internal organisation.

I sea our cbjectives as [for DISCUSS5ION with Secretary
of State] (Sae Anunan 1),




- need refining, but we are working on those lines

In terme of ocrganisation we are in throee of major
changes

[Charte - main changee since 1980 when first special

employment measures launched)

- A focus for much management endeavour to achieve

succegsful change

The changes should produce an organisation eqguipped to
promote a competitive efficient and flexible labour market.

Firstly, the regrouping of the jobcentre and Unemployment
Benefit Service to form the Employment Service, concentrating
on helping the unemployed back te work speedily. The
Employment Service will form the largest Next Steps Agency so

far.

Second, the creation of Training and Enterprise Councils,
private sector companies contracted to deliver our training
and enterprise programmes. The first TECs will be launched
in April (probably 14) with the rest of the network in place
by April 1391.

Whole shape of organisation emphasises devolution,
contact with customers, responsiveness to local markets and
client groups - appropriate for our increasing role of
working through others, setting clear aims and targets for
our policies and monitoring achievements eystematically and

vigorously.

But some organisational issues [- including interfaces with
other Departments -] still remain to be decided. I will come
back to how we are shaping up for the future [For Discussion
with Secretary of State]: a brief look at aime and issues
for parts of the Group first.




FART I THE ORGANISATION

EMFLOYMENT BERVICE

Alm

helping the unemployed back to work

chart shows 52% of staff work directly on administering

banafit claime

nearly 20% on counselling, and fraud (Stricter Benefit
Regima) and adjudication

30% on placing service, inner cities and disabled
services

major task to manage 35,000 staff

main erganisational aims

establish successful agency

integration of network

agency status will mean:

_—

ES managers set specific targets. These concentrata on

outputs (achlievements) rather than inputs.
g numbers referred to ET, mumbers of job placements.

g local managers take decisions on staff
recruitment and conditions: will enable batter match
af staff to business needs of agency.

new personnel /pay structures: nove away from formal Whitley
systep to jeint cumulative approach - offers prospect of

more flexible employment patterns than traditional civil
Service; ES studying alternative pay strycture - including
regional and perfermance pay.

end product greater efficiency, cost effectiveness, value
for money.




Iuhegratinn of network

currently provided through local officea network of 1,800
sites, employing 82% of staff.

major task

to integrate jobcentres with unemployment benefit offices:
'one stop' service will ensure claimants presented directly
with employment and training opportunities - this will
assist implementation of 'actively seeking work' requlations

new combined network of about 1,100 offices by 1994 (main
reductiona in 1992)

capital costs £36m over 3 years - savings of £12m per year.

major issues

relationship of ES with TECs. ES plays major reole on
placing people in jobs and referrals to ET. May
provida other services for TECs. Heed to avoid
different messages from ES and TA.

how far should it charge employers for services,

how far agency freedoms will allow local managers to
vary the mix of services offered eg balance between
fraud and placings activity.




TRAINING AGENCY
Aim: (skill supply, enterprise)

Major change with launch of TECs

Private sector companies under contract teo Secretary of State
TECs provide increased value for money:-
- Competitive delivery arrangements
contracts based on negotiated unit costs
TECs free to negotiate unit prices with providers

Funding increasingly linked teo outputs
(102 in year 1 and increasing thereafter)

2% bonus for reward of good performance

better abla to obtain employer contributions

less direct lever to change policies

careful monitoring needed of E2b+ of public money
organisational aims

set up, 82 successful TECs (and LECs=)

adjust reole of TA staff

adjust organisation of residual TA/consideration of Next
Steps Agency

Chart indicates 5,000 staff seconded to TECs

Voluntary secondment, normally for 3 years. Work under direction
of TEC Chief Executiva.

Humbers likely to decrease as

(a) staff transfer to work directly for TECs

(b} TECs change mix to fewer, higher paid more expert staff
Staff released by TECs may cause short term problems for Group
as it may not be possible to find suitable alternative employment
with Group

But increasing 'privatisation' of TEC staff will be recognition
of private sector responsikbility for programme delivery

Major iasuas
— the changing role of the TA. Possible Next Steps Agency

(a) advising Secretary of State on national training policy
and content of TEC contracts

monitoring TEC contracts, running education programmes

motivation and facilitation within training system

=%




HEALTH AND BAFETY COMMISSION/EXECUTIVE

HDPB established by the Health and Safety at Work etc Act 1974
with the aim of protecting the health and safety of employees and
the public who may be exposed to risk from industrial activity.

DE is the sponsoring department ie it provides the resources

but several other Ministers answer to Parliament for aspects of
HSE work

chart

ag Secretary of State for Transport: for railway and passanger
safety. This will remain with DTp when Railway Inspectorate
transfers to HSE (probably from early 1950-91)

Secretary of State for Energy for oil rig safety. Responsibility
under consideration by Lord Cullen in his Piper Alpha engquiry
remit. HSE would ba prepared to undertake this work, subject to

satisfactory arrangements.

Sacretary of State for Environment. The new Envirommental
Protection Bill has been peotentially a source of duplication of
effort and confusion for industry. Overlap of responsibilities
has been minimised by a proposed clause in the Bill. This
restricts the power of HM Pollution Inspectorate and local
authorities to issue authorisations covering the protection of
pecple at work. Suitable administrative arrangements have also
been made. (The Pollution Inspectorate was transferred back to
DoE in 1987).

DE has an 'arms length' relationship with HsC

Chairman responsible for efficient use of resources, good
standards of financial management - 3,500 staff, £155m in

1994Q/91.

Issues: Formal application of HNext Steps approach to HSE
through management statement - while respecting
gstatutory framework of responsibilities.

growing extent of EC work - [41] directives.




ADVISORY, CONCILIATION AND ARBITRATION SERVICE (ACAS)

Aim

To promote the improvement of industrial relations.
{(Statutory duty)

Chart

Its main statutory functions are individual and collective
conciliation, arranging arbitration and advisory work. It
also seeks to encourage employee involvement by making
recommendations appropriate to the needs of particular
organisations.

cChart

A small organisation with around 640 staff, total budget of
about £17 millicon.

ACAS's responsibilities make it essential that it should be
percaived as independent and impartial, and this is secured
by the legislation. However, it is fully accountable to the
Secretary of State on financial matters and just like the
rest of the Group is charged with improving the cost
affectiveness of its services.

Issums:

Application of Next Steps approach. Aims of NDPB and
relationship with Ministers are established by
lagislation, =0 not an obvious candidate for a
Management Statement. But aim to use annual management
plan and quinguennial review teo focus on efficiency.




OTHER ED GROUP ACTIVITIES

Chart

ED HQ has number of functions which, although thay take
little resource, are important to overall achievement of

ocbjectives

Industrial relations policy,; careers service support, small
firms policy

Most of the 'Group' support functions are also in EDHQ

[Section on role of 'core' Group functions to reflect
recommendations of Mr Manley's working group — due to report

on 9 February]




THE GROUP'BE AFPFROACHE TO GETTING VALUE FOR MOMEY

ED Group is continuing to change rapidly responding to changing
environment in which it operates.

Very unlikely that external pace of change will slow, so Group
must remain flexible and responsive.

Policies designed to cope with the major structural changes and
high unemployment of the 19808 are blunt instruments for the

1990s.

The following charts both illustrate how we have performed in the
past and also, on our major programmes, the direction of current

thinking.

Heed to recognise a diversity of issuea affecting different
regicns, industries and participants in the labour market in
different ways. A more selective approach is being developed.

Often this means dealing with more difficult, sometimes seemingly
intractable problems.

TECs should help greatly in the training area. Will produce
major efficiency savings through better ability to target and by
knowing better how to lever actieon from employers.

The formation of the ES Agency should have similar beneficial
effect, streamlining services to the unemployed and concentrating
on those activities best suited to local conditions.

These changes mean that the unit cost of intermediate outputs
will sometimes rise by contrast with the big programmes of the
80s. But the aim is to improve the effectiveness of delivery so
as to ensure value for money in delivering final outputs.

In other areas tha easy pickings have been taken and now must
loock carefully at the organisation of work to secure greater
efficiency and effectiveness.




PART

II - PERFORMAKNCE

YOUTH TRAINIMNG

Points to make:

280,000 young pecple expected to enter ¥YT8 this year,
260,000 expected to jein ¥T in 1990-91.

replaces YTS during 1990-91. YT provides greater
flexibility on entering, length of stay etc and an increase

in vocational qualifications.

TECs will take on delivery of Y¥T. This will build cn
improvements in efficiency and effectiveness made so far.
Expected to secure greater commitment from employers. They
will have more flexibility to tailor scheme to local labour

market.

OutCcones

numbers goling into jobs or further education and training
{positive outcomes) rising from 76% (1987-BB) to 85% (1991~
92). Of those going into jobas (66%), 33% are with same

employar.

numbers gaining gqualifications planned to increase from 29%
(1987-88) to BS5% (1992-91).

gquality and effectiveness (positive outcomes) planned to
increase.

Unit costs to exchequer planned to decrease (£50 per trainee
waak in 1987-88 teo £33 in 1992-93 plan)

increased employer contribution as employers take more
responsibility for training young people., Public funding
reducing from £1,022 million in 1988-89 to £763 million in
1592-93, Estimated employer contributions up from £33
million in 1985-86 to £200 million this year. Expected to
?EhlEVE last No 10 seminars' target of £350m non government
input by 1991.

[refaerenca to credits for young peopla].




EMPLOYMENT TRAINING
Points to make
- 560,00 entered programme since started in August 1988.

- 207,000 in training

completers already showing significantly better chance of going
into a job.

- 58% into jobs compared with 36% of non-completers.
Excellent results in view of nature of client group.

planned 15% of completers to gain vocational qualification
this year.

Numbers have been on a plateau for the last 6 months
- majer weaknesses in current performance is drop-out rate

only about 10% of pecple referred to ET from ES complete
scheme

just finished Efficiency Scrutiny of this issua.
recommends:

[Summary recommendations]

Evidence that tha scheme iz underfunded at least for 19%0s
client group.

very difficult client group

15% entrants unemployed for more than twoe years

only scheme to achieve this penetration of wvery LTU

this difficult client group has been reflected in the unit
costs

costs per place to exchegquer €104 a week. E40 of this is
benefit, £10 training allowance

had expected the exchequer costs to fall by up to 15% as
employers took more responsibility

this has proved unachievable so far given the increased
focus on the more difficult end of the client group

some rise in cash terms eéxpected, although little increase
in real terms

TECs will ba able to adapt scheme to local conditions in
choice of providers and type of training offered eg some
Flexibility in amount of 'skills shortage' training - up to
20% in individual TEC areas (within overall 15% limits),

a




ENTEPRPFBRBRIGEBE

ENTERFRIEE RALLOWANCE BCHEME

- In 1980s provided successful incentive for unemployed pecple
to create their own businesses.

425,000 participants by end of 1%88/859.

90,000 place available in 1989/90.

65% of those whose completing schemes still trading 3 years
later.

214 people working in every 100 EAS businesses which survive
3 years.

(te ba charted)

In 1950 changa in emphasis - providing more local support and
halp for businesses through TECs. 15% of EAS budget will go on
enhanced support to small firms sector and so improved survival
rates, Means, in short term, 10,000 fewer self employed a year
helped - in longer term should increase job creation.

Allowance of £E40 per week unchanged since EAS introduced B years
ago.

OTHER

Other activities to promote enterprise include the Small Firms
8ervice and support to Local Enterprise Agencies. Both provide
advice and counsalling to small businesses at a local level; TECs
will be responsible for delivery and for ensuring that resources
are used to deliver these services in cost effective and relevant

to local needs.

Small Firms Service is run by the TA, with a budget of £4 million
this year. Enquiry service dealt with 265,000 requests for
information in 1987-88, 304,000 this year and due to rise to
320,000 by 1992-93. Alsc deals with 43,000 counselling sessions,
using experienced business people who devote their time for small

payments to provide cost effective service.




JOBCENTRE BERVICES

Paoints to make!

= Jjobs found for 1.9 million people last year
B0% of placings were previously unemployed

125,000 (14%) were long term unemployed (10% in previocus
year)

placings per staff unit have risen from 300 (1987-88) to 323
this year and set to rise te 327 from 1990-51.

cost per placing falling - £53 in 1987-88 to £51 in 1992-
23 - 1in real cost terms of course a much greater difference.

places almost 40,000 people with disabilities into jobs.

Plans for office integration with benefit service to further
concentrate work, including vacancies and opportunities system
to allow ES5 local office staff to see vacancy and training
information by job or skill type and geographical area.




POBITIVE HELP TO THE UNEMPLOYED

Points to maka:

Rastart

Introduction in 1986 = to help people unemployed for six months
or more to move back into labour market through regular

interviews and placing into jobs or further help to improve job
prospects.

2.3 million interviews this year; plans allow for reductions in
unemployment and long term unemployment.

Clients offered means of positive outcomes, from Job interviews,
jobclubs, EAS, ET to Restart courses. 85% of those interviewed
offered opportunities, 71% accepted, although a significant
number then failed to take up offer.

[New proposal to make most cost effective use of 2,000 Restart
Counsellors and Claimant Advisers in labour market of 1990s.

- review at 13 week stage to identify claimants most likely
to benafit from interviews at that stage.

nore follow up of regular interviews.
more intensiva pressura at 2 year stage.
- more selective treatment for those who remain over 2 years)

should significantly reduce drop-out

VFM improvements through increasing Restart course places
available and greater jobclub utilisation.

Now over 1,000 jobeclubs:

- increasing numbers passing through (106,000 in 1987-88 to
145,000 in 1990-91) while overall number of Jobclubs
dacline. Attendance improves chances of obtaining a full
time job by 50% (job entry rate currently 54%.

improvements in unit costs and staff utilisation.




FRAUD

The emphasis of fraud work is also changing. Again, the aim is
to mova to a more fundamental attack on the problem.

When fraud work was first strengthened, a high level of benafit
savings was fairly readily achieved. As the stricter benefit
regime has taken effect "easy pickings" from fraud activity are
no longer available.

The emphasiz now is more on in-depth work and on dealing firmly
with ceollusive employers. Major exercises have dealt with
seasonal work in the tourist industry, taxi drivers, employment
agencies, building workers, land workers and the clothing
industry.

Dealing with collusive employers is more effective than dealing
with fraudulent claimants alone, because it makes it harder for
them to find fraudulent employment opportunities. Other benefits
of this approach include:

- increased revenue to exchequer through tax and NI

— deterrence of fraudulent employment through prosecution.

PAYMENT OF BENEFIT (Defensive Briefing)

53 million benefit transactions last year
£4.6 billion paid on agency basis for DSS

DSS computer systems to be replaced in from 1992, Costs of £52m
between 1989-91

will (a) improve accuracy - now 92%: target 94% correct payment

{b) improve quality of service

Increase in unit costs (step increase in 1988/89 then slight
upward drift,

= Btricter benefit regime introduced and enforcement of
actively seeking work requirements.

allocation of resources to New client Advisars (1,700 staff)
to encourage potential claimants in job search and advise
on benefit claims. Around 370,000 potential claims not
followed through after initial contact.

Total count effect difficult to estimate, but in very broad terms
200,000 people kept off count by continued vigilanca.

Need to continually change strategy to keep one step ahead of
current client group.




FOBITIVE ENVIRONMENT FOR WORK: HEALTH AND SAFETY
Chart 10: HEALTH AND BAFETY COMMIBBION/EXECUTIVE

Points to make

- dincreased resources in 19%0/91 to pay for HNuclear
Installations Inspectorate. Other small increases to meet
public concern.

other new responsibilities absorbed ag Food and Environment
Protection Act Regulations, much of European Work.

numbears of inspectors rising from 850 (1987-88) to 937
{1992=53)

inspections per inspector to rise from 187 to 239 over same
period

Efficiency gains from eg:

- investing in office IT and simplified administration to
release inspectors for site work;

- codification of advice (eg to new and small firms) through
leaflets or given by clerical staff;

YiM example

Major Hazards assessment Unit, advises local planning authorities
on siting of major hazard installationa and control of
developments nearby by assessing risks to or from proposed
developments. Performance over the last six years:

1983-4 1984=5 1985=6 1986~7 19B7=8 1988=0

Cazas handled 153 ae2 435 539 EEg 553
by MHAU

Cases per assSessor 3] &0 T3 100 107 102
(year)

Possible because of investment in computerised risk assessment
techniques to improve both speed and accuracy (so guality gains
also achiewved).

European Work

In 1989-90 67% of current legislative projects originated in EcC,
compared to 22% in 1981/82.

Sharp increase in EC involvement with Social charter and EC
Action Programme. (10 Health and Safety directories acceptable
to UK).

820 staff day visits 1989/50; 475 in 1987/88.




FOSITIVE ENVIEONMENT FOR WORK: INDUSTRIAL RELATIONS
Chart 11: ACASB

Points to make

= =small organisation: 620 staff, budget this year £17 million

individual conciliation the main call on resources - 50%
staff time (40% on advisory work and 10% on collective

conciliation)

individual conciliation cases rising from 40,817 (1987-88)
to 45,000 (1989-20) following legislative changes.

cost per individual conciliation case £124 this year; three
gquarters of these cases are settled and so do not go forward
to Industrial Tribunals (average cost £1,000).

Background

ACAS provides significant savings for industry: damage from
industrial disputes prevented or reduced in over E80% of
collective conciliation cases (1,200 cases this year). No
evidence that this leads to inflaticnary wage demands - 40% of
disputes where ACAS conciliates concerned with matters other than
pay (union recognition, discipline, redundancy) .

Advisory work helps enployers and unions to adopt good industrial
relations practices to lessen the possibility of damaging
disputes and help improve efficiency. Nature of advisory work
changing - greater emphasis on in-depth assistance. Reflects
demand and perceptions of the way in which resources can ke used
most effectively. Number of in-depth advisory activities rising
from 380 (1987-B8) to 1,020 (1992-93). Advisory vieits fall frem
8,600 to 8,400 over the same period to reflect change of emphasis
and demand for more resource intensive servica.

Volume of enquiries has risen from 303,000 teo 360,000 between
1987=88 and 1989-90.
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CONFIDENTIAL

ED GROUP AIMS AND OBJECTIVES

POSSIBLE REVISED VERSION
=l i —

Alm

To promote a competitive, efficient, flexible and safe labour
market by removing unnecessary barriers to the growth of employ-
ment and the reduction of unemployment.

Obiectives

1. To work with employers, individuals and providers of education
50 that:

a) employers take more effective actien to ensura that people
at all levels have the skills and compatence to meet the

neads of their businesses:

B) individuals take more responsibility for thaeir own develop-
mant:

c) the education system givas young peopla a foundation for
work and is more responsive to changing labour market con-

ditions:

d} an eftective infrastructure and institutions for training
are developed;

and thereby to help secure an efficient and productive workforce.

2. To increase the supply of labour by removing barriers to par-
ticipation in and mobility within the labour force, and in par-

ticular by:

a) providing positive help to unemployed people (particularly
the long-term unemployed and the disabled) and thcse out-
2ide the labour feorea through counselling, rehabilitatien,
training and placing services to enable and encourage them

to obtain and retain employment ;

making accurate and prompt Fayment of benefits to un-
anployed people who are capable of, available for and ac-
tively seeking work and are otherwise entitled to them,
whilst maintaining and increasing incentives to work:

€) encouraging salf-employment.

3. To ensure, consistently with the Department's overall aim and
international obligations, that the essential employment rights
of individuals are safeguarded and to promote a positive environ-

ment for work in which:

a) health and safety at work is maintained and improved and
the public are protected from industrial risks:

b) there is equal opportunity in the labour market irrespec-
tive of race or sex:




there is a fair balance under the law between management,
crganised labgur and individuals:

pay reflects market conditions;

people are involved in and committed to the success of
their enterprise and industrial relations continue to im-

prove.

Pursuing the above aim and objectives, the Department will:

use its rescurces in a cost-affective way; and

promote the development of appropriate skills and Ccompetancag
among its own staff.

esg/pap/0039




Peesent Aims

AIMB

The Employment Department Group's main aims are to promote a
competitive and efficient labour market conducive to the growth
of employment and the reduction of unemployment, and in
particular to use its resources in a cost affective way:

(i) to secure better arrangements for people to acquire
and improve their skills and competence for work so
that;

young people prepare better for work,

unemployed people get the skills they need to get and
keap jobs,

everyone builds upon their skills throughout working
life;

to give positive help to unemployed people, especially
those who have heen out of work for six months or more
and these who have disabilities or other disadvantages,

by;

providing an effective service leading to placing into
jobs or into a range of training or other employment
programmes,

making accurate and prompt payment of benefits to those
unemployed people entitled to it;

to promote the creation and subsequent growth of small
firms and self-employment, and the development of
tourism activities, through selective and effective
support;:

to promote a positive eovironment for work in which;

pay responds flexibly te individual and organisational
performance,

there is equal opportunity in the labour market
irrespective of race or sex,

people are involved in and committed to the success of
their enterprise,

industrial relations continue to improve and a fair
balance under the law is maintained,

the essential employment rights of individuals are
safeguarded,

health and safety at work is maintained and improved
and the public are protected frem industrial risks.




CONFIDENTIAL

NOTE FOR THE RECORD

EFFICIENCY SCRUTINY; INVESTIGATION OF SOCIAL SECURITY FRAUD

I discussed with Stuart Lord in Tony Newton's office the letter
of 8 February from Michael Howard.

Stuart explained that the meeting between the two Secretaries of
State referred to in the letter had been generally amicable, and
nhe thought there was a good prospect of agreement now being
reached betwean them on the way forward. I said that I had been
wondering whether, given that the key ocutstanding issue invelved
the division between departmental respensibilities, it would be
appropriate to ask the Cabinet Secretary for a view. But, given
Stuart's comments about the likelihood of an agreement, I said
that I would defer taking that action at this stage, and would
await a DSS reaction.

met{_

Paul Gray
8 February 15990

ci sScrutiny (MT)
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Department of Employment
Cuaxton House, Tothill Street, London 5W IH 9NF

Telephone {}1-273 . SEEI'E

lelex 915964 Fax U1-273 5521

Secrelary of Shle

The Rt Hon Antony Newton MP

Secretary of State for Social Security

Department of Social Security

Richmond House

79 Whitehall

LONDON SW1A 2NS ¢ pabruary 1990
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EFFICIENCY SCRUTINY: INVESTIGATION OF SOCIAL SECURITY FRAOD
frval o SY
You wrote to my predecessor on 19 October ahdué publication of
this report. I am sorry it has taken so long to reply.

As you know from our meeting yesterday, I am in complete
agreement with our predecessors’ decision that a separata agency
was not an appropriate way forward. In my view thare are really
only two main alternatives for the way in which investigation of
suspected fraud should be handled in future by our Departments:

(a) According to which benefit is paid. This would mean
that your Department, with its sole responeibility for
income support, would investigate all forms of suspected
fraud amongst income support recipients. My Department would
concentrate its efforts solely on unemployment benefit.

{b} According to which Department has the most reqular and
frequent contact with unemployead claimants. This would mean
that my Department would handle all cases involving working
and signing, whather the claimant was in receipt of income
suppert or unemployment benefit.

When we spoke I outlined my case for the working and signing

option. Unemployed claimants, whatever benefits they gqualify for,
can only establish their entitlement to those benefits through the

0
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Employment Service. It is thus on the Employment Service that the
first and primary responsibility falls for ensuring that the
conditions for receipt of benefit are met. As you know, their
principal method for checking the continuing entitlement of
claimants to benefit is through the regular fortnightly process of
"signing on". 1In addition to these checks, Employment Service
staff alsoco see claimants on a less frequent but still regular
basis to offer help and advice on matters such as training,
remotivation, help with jobsearch, or access to one of the
specialised schemes and programmes my Department has to assist
pecple back into the labour market. An integral element in all
such interviews is an in-depth check on the claimants continuing
entitlement to beneafit.

Qbviously guestions about benefit abuse can and do arise at
various points in this system of contact between the Employment
Service and the unemployed. Indeed, it offere a vast array of
opportunities to ldentify doubts about fraud and seems to mea to be
a strength on which we should clearly build. People who swell the
numbers of claimant unemployed despite not being genuine in their
search for work are people who should not be a burden on the
taxpayer. We must continue to ensure that such people are
identified quickly and do not continue to be counted amongst the
pecple who really need financial help as a result of
unemployment. I believe we can best ensure that this happens, if
the Employment Service takes on responsibility for all fraud
invelving working and signing.

I recognise that one particular point of congern to you must ba
whether such an arrangement would make it more difficult for your
staff to identify cases where unemployed claimants ara not only
working and signing but also engaging in other forms of benefit
fraud. Clearly we would need to review our liaison arrangements
to deal with this, but I do not think it should pose an
insuperable problem.

A8 regards publication of the report, I have no objections
provided that some references to Departmental policy are removed -
for example, relating to our policy on prosecutions. I think that
thie minor editing can be best pursued by officials and I will ask
mine to contact yours to this end.

I am copying this letter to the Prime Minister and Sir Angus
Fraser.

[
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10 DOWNING STREET
LONDON §WIA 2AA

From the Private Secrefary

ME. EKEMP
CABINET OFFICE

REGIONAL TOUORS AND NEXT STEPS

I gather from Andrew that you had another successful meeting with
the Prime Minister about Next Steps, and that she particularly
expressed an interest in wvisiting another Executive Agency on one

of her regional tours. The Prime Minister's plans are sometimes
changed at short notice, but the following are areas she intends
to visit this year where the programme has not yet been
finalised:

Seotland (precbably Glasgow and Edinburgh)
Herfolk

Somersat

Lancashire

Middlesbrough

Wales (possibly north Wales)

Southampton

Birmingham

Perhaps you could let me know if there are any suitable Agencies
in these areas and give me a few supporting details. You will of
course appreciate that for security reasons we need to restrict
those who know about the Prime Minister's travel plans to the
absolute minimum; and you may wish to bear this in mind when
making enquiries.

CAROLINE SLOCOCE
2 February 1990




10 DOWNING STREET
LONDON SWIA ZAA
From the Principal Private Secretary

HEXT STEPS: PROGRESS REPORT

You discussed with the Prime Minister today your latest progress
report on Next Steps. Sir Robin Butler was also present.

2 You felt that good progress was being made - ten agencies
had already been established, and this was likely to rise to at
least twenty by the summer. HNew agencies would include some of
the larger blecks of work. You emphasised that it was important
not to regard increasing the score in terms of agencles
established as the name of the game. Establishing an agency was
only the starting point; the real objective was to see greater
efficiency and better service to the public. As Annex 4 of your
report showed, this was being achieved.

3. You set out a number of factors which were important for
success. First, it was essential that the centre, i.e., the
parent department and the Treasury, should be prepared to trust
the agency and give it scope to use the pay and financial
flexibilities agreed in the framework. 5Sir Robin Butler added
that the key to this was keeping tight control over the budget
while allowing as much freedom as possible to operate within it.
Secondly, it was essential to get good peocple into the top
management poste. This implied a readiness to offer attractive
salaries. You were pleased that the Treasury had agreed that the
post of Chief Executive of the Social Security Agency should be
advertised without a specified salary, leaving freedom to
negotiate,

4. The Prime Minister said she was very pleased with progress,
and endorsed the points made. She had been very Impressed with
her visit to Companies House. It was a good illustration of what
could be achieved by appointing good managers and giving people
freedom to operate at the local level. She would like to
incorporate visits to other agencies in future regional tours.
(Carcline Slocock is providing you with a list of the likely
areas to be visited so that you can match them up with

agencies.)

RESTRICTED




S . The Frime Minister said that the best way to promote the
idea of agencies was to demonstrate genuine improvement in
service. She mentioned the Land Registry and the Passport Office
as priorities for early action. Sir Rebin Butler thought the
Passport Office would be a crucial test of the success of Next
Steps.

6. The Prime Minister accepted your invitation to sign an
editorial for Management Matters. You would provide a draft of
this in due coursae.

Ta I am copying this minute to Sir Robin Butler.

R
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- i Since my Summer Report we have amongst other things

- established two further Agencies making 10 se far and
made good progreas with work in other areaz. There are 44
announced candidates covering around 1/3rd of the Civil
Bervice, with more to come;

- agreed in particular on how Next Steps should be further
applied in MOD and worked on its application to the Revenue
Departments; and settled how its benefits can be secured
in NDPEs;

- worked with the Treasury on their White Paper on the
financing and accountability of Agencies and a Bill
extending use of the Trading Fund powers; and other across

the board lissues:

- laid the fouandations for tFEFFEEE__thl Eprfurmance of
Agencies that ara established and evaluating the initiative
as a whola.

Over the next six months I intend amongst other things

- to ensure that the target of having at least 20 Agencies

. e —— R
launched by the Summer is met, and that these include some

of the bigger and more prominent areas of Civil Service




directly dealing with the general public;

- to press forward in other areas, including working towards
finalising the application of Next Steps to the Revenua
Departments;

- to press ahead with work on across the board issues,
including support of Ministers and assisting the Treasury in
ansuring that the Government Trading Bill is enacted as

guickly as possible and implemented as appropriate.

4, Thus the process of identifying and establishing Agencies
and providing the tools to help them perform effectively is going
well. I expect Hext Steps to apply to at least half of the
Civil Service by the end of 1991, nearly 4 vyears after the
initiative was launched, with more to come. T But the important
thing now is to ensure that the full potential benefits are
indeed realised, including improved service to the public. The
need to make sure that the right people are found for kay
positions in Agencies, and the nesed for Departments to substitute
strategic management for detailed "hands on" control remain among
the fundamental requirements.

5. It has become customary for the Minister of State, Priwvy
Council Office, to make a half-yearly statement to the House on

the progress of the initiative. The Minister proposes that this
time this should be made in April, when an up dated stocktaking
on the project, taking account of the new Agencies expected te be
launched by then, will anyway be required.

6. I am copylng this minute and my report te the Private
Secretaries of Members of the Cabinet, the Attorney General, the
Minister of State Privy Council 0Office, the Minister for Ovarseas
Development and Sir Angus Fraser.

E ¥
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MANAGEMENT IN CONFIDENCE

PROJECT MANAGER'S WINTER REPORT

Intreduction

Thig is my fourth report as Project Manager for the Next Steps
initiative. My remit continues to ba the statement made by the
Prime Minister on 18 February 1%88, at Annex 1.

2. The project has taken hold. The identification and

establishment of Executlve Agancies_Eémains the first task. But
T e

there must be continuing pressure to improve thereafter, so that

they develop and deliver all the benefits of which they are
capable.

Setting up Agencies
3 Both the TCEC and the PAC have commented on the need to kKeep
up the momentum and to increase the pace of change. <Considerable

progress has been made 1n progressing potential Agencies towards
launch, and in identifying further activities. Two new Agencies
have been set up taking the present total to 10, and I expect the
total to reach 20 Agencies around next April and more than that
by the Summar. A number of the new Agencies will not just be
important in size (for instance the Employment Servica Exacutive
Agency), but will also involve activities hiE;_in the pﬁﬁiic
consciousness such as the Meteorological Office and the Driver
and Vehicle Licensing Agency. Tha launch of these and others
will bring home to the public and to Parliament the true scope of

Next Steps.
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Generally speaking, though with one or two exceptions, there
has been good progress elsewhere. There are 44 announced
candidates (about 190,000 civil servants) shown in Annex 2; and
other areas wheres the application of Hext Steps is being
examined; in MOD, in the Revenue Departments and in the Prison
Barvice. A summary of the position is at Annex 3. Before an
Agency is set up, of course, privatisation and other options are
considered. There is no blue print or mould but by (say) the end
of 1991 I would expect that Next Steps will have been applied to
at least half of the Civil Service and the estimate I made in
May 1988 that some 75 per cent of the Civil Service might be
covered within 10 (now 8) vyears certainly remains walid.
Proposals to apply Next Steps principles to executive NDPBs have

been recently approved by the Prime Minister.

Bider i
L From the start, I have been particularly concerned to pick
up "across the board" issues that need to ba resclved so that
Agencies have the tools theay need. Flexible pay agreaments

already offer scope for variations to meet local needs and to

reward individual performance up to and including the

acfﬁéﬁladqad ability to FEreak away from the agreements
completely. From 1991 it will be possible for Agencies to do
virtually all their own recruiting. And the review of central
personnel functions aims to delegate as much as possible from the

Centre to Departments and Agencies.

6. A recent development has been the publication of the
Financing and Accountability White Paper and the introductlon of
the Bil]l to amand Cha Govarnmant Trading Funds Act 1973. The
Chief Secretary, supported by the Minlister of State (PCOD), led
for the Government in the Bill's unopposed Second Reading on &
January. The debate showed general support for Next Steps.

The wider and clearer trading fund powers will enakble a

considerable number of Agencies in due course to have the

2




'. challenge and the benefits of commercial disciplines and
accountability. The majority of the Civil Service (by numbers
of staff), will remain within Parliamentary Supply, and there as
well, a wider range of financial flexibilities and disciplines
can be considered. It is important that these flexibilities, and
existing ones, are in practice allowed to be used. Tha White
Paper commits all Agencies to producing and normally publishing
accounts and performance targets and reportis. This is an
important innovation, as is the Accounting Officer or Agency
Accounting Officer role of Chief Executives, which should as time
passas increase the openness to scrutiny of individual Civil
Service axecutive oparations.

Performance lmprovement
T At Annex 4 is a summary of the position on indiwvidual

Agencies showing targets aet and progress tuﬂarﬂﬂ them and
specific axamplus of what has happﬂned. The Prlme Hlnzﬂter was
able to see some of the changes at Companies House on her recent
vigit. Further improvement can be expected as Agencies develop
and sarn greater freedoms and flexibilities. Financial and non-
financial targets will need toc be reset generally more tightly as
this happens; already Treasury Ministers have set more

demanding targets for HMSO.

B. A crucial dimension here is service to the public. The
improved efficiency expected from the initiative, combined with
the greater precision of performance targets and reporting
transparency, gives Ministers better opportunitie=s for deciding
how the efficlency dividends are to be distributed in individual
cases, Aas between those who finance the service, whether taxpayer
or user, and those for whom the service is provided. There is a
wide expectation echoed 1in recent reports by the TCSC and PAC,
that the latter will get their fair share; indeed if the Next
Steps initiative does not result in a perceived iuprnvament in
service to the public as H:TT_EB containing costs better {E will

—

—
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. not have succesded.

Making the benefits stick
9. As the Govermment said in its reply to the second TCSC

Report, setting up Agencies is only the means to the end in these
raforms. The ultimate objective i= to ensure that Agencies
deliver the full benefits they are capable of. If they are to
do so there are a number of kKey areas to watch. The Government's
reply to the TCSC identified a2 number of these. TWwo are
particularly important.

10. The first is to make sure the right people are found for key
positions in Agencies whether from inside or outside the Civil

Service, I welcome the trend to open competition for many more
posts, which must be matched by flexibility and imagination in
the remuneration package offered and the recruitment procedure
adopted.

11. Getting the right people at the top is key. But the long-
term success of HNext Steps will depend on large numbers of
hgencies developing and using to the full the potential of their
staff and adapting to the new needs. The Prime Minister's
statement recognised the need for "staff to be properly trained
and prepared for the management of the delivery of services".
hgencies need to carry through changes in personnal policy and
practice so that they fully support the needs of the Agency and
its business and give the fullest possible authority to
operational managers. These cover recruitment, pay and reward
systems related to performance, grading, appraisal, succession
planning, communications and industrial relations.

12. The second is the peed to address the relationship between
Departments apd Agencies. As Agencies are set up and develcped,
the centres of Departments must manage ﬁtrgteqinally rathar than
maintaining day to day "hands on" centrol. This may require a

q




. profound alteration in their approach teo the operation of some
Agencies but it is of the essence of MNext Steps. It will require
both Departments and Agencies to undertake new tasks, acquire new
skills and in some cases change attitudes and modes of behaviocur.
Amongst other things Departments need to use (and be allowed
where necessary by central Departments to use) the naw
flaxibilitias in pay and personnel and finance that are being
introduced, and delegate these as far as possible down the line

within the scope of the Framework Document.

Conclusion

13. Kearly 2 years into the initiative Next Steps has taken
hold. It is seen not just as something which is sensible to do
but as= something which is inevitable and is happening. Tha
links with improvements in the standarde of public service are
crucial. Parliament and the press have been supportive; indeed

have pressed for faster change. 1 agree with them.

14. My work plan for the next six months involves a sharply
increased pace 1n the rate of establishment of Agencies and with
it a heightened public perception of the initiative. It also
involves continued and increased emphasis on setting demanding
cbjectivesa for financial and non financial and service
performance. Above all pressure will be maintained to ensura
that the changes take root and develop; that people in Agencies
and Departments are fully committed to the new ways of working;
and that this does indeed lead to the modern and efficient Civil
Service needed for the 1990s and beyond.

E P EEMP
NEXT STEPS FROJECT MANAGER

JANUARY 1990




18 PEERUARY 1985

Ihe Prime Minister (Mrs, Margaret Thatcher): With
permission, Mr. Speaker, Ishould like to make & statement
on management in the Civil Service

| askes the eMigiency unil 1o report 1o me on the
progress of management reforms im the Civil Service. 11
has produced & report, “Improving Manapement Ty
Government ; The Mext Steps™. The report finds that many
Civil Service manggers want 1o see further changes 1o give
mare room and Aexhility for the cxcros of perdonal
responsibility. The report recommends, first, that o the
preates extent practicable the execulive [unctions of
Ciovernment, as distinet from pelicy adviee. chould be
carried  out by units  eleardy designated  withio
Depurtients, referred fo in the reporl a3 “Apencies”.
Responsibility Tor the doy-to-day operations of each
agency should be delegated 1o a chic executive. He would
be responsible for monagement within a framework of
policy objectives. and resources set by ihe responsible
Minister, in consultation with the Treasury

It recommends, sccondly, that the Government ghould
mmn1:utmms.-_-|1.-u.-.maprnmcﬁ'.'-emugmmmz:'ma‘.lmun:tg
this objective; thirdly, that stall should be propesly traincd
and prepared for management of the delivery 4f services
whether within or cutside cenlral Government, i,

fourthly. that a “project manager” 2L a senior ley el should
ensure that the programme of change takes place

The Ciovernment have accepted these four recom-
mendations, which will sei the direction [or [urther
development of management reform i the Civil Service.

Each agency will be accountable to 2 Minister, who will
in turn be accountable to Parliament for the agency's
performance. These spencies will generally be within the
Civil Service, and their =1aff will continus 10 b cvil
scrvants, The Govermmend will develop a continuing
programme  for  estahlishing  agencies, applying
progressively the lessons of the experience gained.

The Civil Service unions will be consulted about the
seiting up of particular agencies They wall “alsa be
corauited iF any change in terms and conditions of cvil
servants is contemplated.

The centre of the Civil Service must be orannised in i
way which i helpful to brangng aboul change. A
permancit secretary in the Office of the Minister [or the
Civil Service will be responsible, through the Head of the
Hame Civil Service, 10 me for managing the proces of
change needed to implement the recom menelations

I have placed copics of the elficency unit's report,
lopether with a list of executive [unchont that appear 1o
he promising candidales as initial agencics, in the Library
aad copies are available in the Yote Cifice




ANNEX 2 (a)

EXECUTIVE AGENCIES ESTABLISHED AT 31 JANUARY 1950

Data of launch

EXECUTIVE ACENCIES

Civil Service College [6.6.89]
Companies House [3.10.88]
Historic Royal Palaces [1.10.89]
Har Majesty's Stationery Office [14.12.88]
Laboratory of the Government Chemist [30.10.B9]
National Weights and Measures

Laboratory [18.4.89]
QEl1l Conference Centre [B+7T+89]
Eesettlement Agency [24.5.89]
Vehicle Inspectorate [1.8.88)]
Wwarren Spring Laboratory [20.4.8BB]

10 in number

Figures based on staff in post 1.10.89




ANNEX 2 (b)
ANHOUNCED CANDIDATES FOR EXECUTIVE AGENCY STATUS
These are activities publicly announced as under consideration

for Agency status.

Building Research Establishment
Cadw: Welsh Historic Monuments
Central Office of Informatiocn
Central Statistical Office

Cantral Veterinary Laboratory

Civil Bervice Commission

Civil Service Occupational Health Bervice
Defence Accounts Organisation
Defence Research Agency

Department of Registers of Scotland
Driver and Vehicle Licensing Directorate
Driving Standards Agency

EEEEFFEEnt Service

Forensic Scidénce Service

Fuel Suppliers Branch

Historic Buildings and Mommments
Hydrographlic Office

Insolvency Service

Intervention Board for Agricultural
Produce

Land Registry

ﬁhtﬂﬂraiaéical Office

Military Survey

National Engineering Laboratory
Hational Physical Laboratory
Ordnance Survey

a;erﬂeas Development Hatural
Resources Institute

Passport Office

Patent Office

Planning Inspectorate

650
200

750
1,000
E50

300

100
2,1508
12,000
5590
5,250
2,000
34,000
550
Under 50
600

sp0@
1,400

B850
11,000
2,450
8508
&S00
800
2,600

450
1,100
1,150

550




. Property Holdlngs 1,600
Radioccommunications Division 450
RAF Training 2,5008
Royal Mint 950
Royal Parks 550
Service Childrens Schools 1,3008
Social Security Benefits Agency 72,000
Social Security Contributions Agency 7,000
Social Security IT Services 3,000
Training Agency 11,600+
Vehicle Certification Agency 50
Veterinary Medicines Directorate 50

Employment and Training ) Northern Ireland
Services Civil Service
Rating Division )

Social Security Operations )

44 in number
g Defence Support Agency - excludes military personnel

+ only 3,500 likely teo go inte an Agency, the others to be
seconded to Training and Enterprise Councils




Numbers 8,000 (10 Agencies)

———

Announced Candidates

Humbers 192,000 (44 Agencies including 3
from Northern Ireland
Civil Service and 5

Defence Support Agencies)

Under consideration (1)

Humbers 210, 000

Project Manager's appraisal (2)

Numbers 31,000

Total as % of Civil Service BO% (3)

NHotes

l. Further possibilities identified and under consideration at
varying stages within Departments.

2. Further possibilities identified, not necessarily accepted by
Departments

3. Figures based on staff in post at 1 October 1989 excluding
numbers expected to be privatised (mainly PSA). Figures also
exclude military personnel.




DEVELOFMENTS IN THE TEN EXECUTIVE AGENCIES ESTABLISHED TO DATE

This annex gives examples of the targets set for the first of the
established Agencies, and selected examples of developments and
achievements made during their first months of operation based on
personal reports from Chlef Executives. Targets are likely to
become increasingly challenging in the second and subseguent
years of operation - as witnessed by HMS0's target to make a
profit of £2.9 million in its second year of operation, compared

[

to £1.7 millien in the current year.

15 EiEil EE;EiEﬂ Eﬂllﬁgg
Established: 7 June 138%

Staff: 200
Function: Provides a range of training for eivil servants and

others in management and specialist skills.

Targets: (1) Increase the proportion of students at Grade 7 and
above from 23.2% in 1988/B9 to 33.2% in 1993/94;

(2) Increase the number of Private Sector students from
348 (1.7%) in 1988/89 to 1,200 (6%) in 1993/94;

{(3) Increase the proportion of students rating courses
in the top two boxes of a 6 box scale of guality from
75% in 1988/89 to 80% in 1993/94.

Examples of developments and achievements:

- a campaign for improved customer service is being taken forward
across all aspects of the College's work. Targets for gquality of
training being successfully met.

- improvements being made to the quality of accommodation at both
Sunningdale and London sites, coupled with accommodation savings
at London sites: encouraged by clarification of targets and
financial obligations.




. 2. Companies House
Established: 3 October 1988
Staff: 1,158

Function: Registers companies and collects statutory
documentse/returns

Targets: (1) 10% reduction in proportion of companies not filing
anmual reports and return=s by June 1%91;
{2) 20% reduction in time taken to process documents;
{(3) 12% increase in output per member of staff;
{4) 7% decrease in unit costa.
Targets (2) - (4) to be achieved by April 1%91.

Examples of developments and achievements:

- Satellite offices opened in Glasgow and Manchester with plans
to open others in Birmingham and Leeds. Courier service
guaranteeing same day delivery of documents in the City of London
and next day delivery nationwide. Postal search service revived.

3. Historic Royal Palaces

Established: 1 October 1989

Staff: 350

Function: Manages the five historic royal palaces (Tower,

Hampton Court, Bangueting House, EKensington and Kew)

Provisional

Targets: (1) Increase surplus on commercial activities from £2.3
Million in 1988/8B9 to £3.8 Million in 1990/91;
{2) Achieve wvisible improvements in gquality of
interpretation and visitor service in first two years.

Examples of developments and achievements:
- Developing a clear vision throughout the Agency of the what
the Agency should be offering to visitors to the palaces in 3 to

5 years time,

- Establishing training pregrammes to help people working at the

palaces to respond to visitors' needs.




4. Her Majesty's Stationery Office

Established: 14 December 1988
Staff: 3,200

Function: Purchase of general office supplies, print
procurement; and provides publishing, printing and reprographic

gervices.

Targets: (1) Progressively and substantially increase annual
profit after interest over next 5 years - 1989 target
is £1.7 million compared to £0.8 million in 87-88.
(2) Achieve wvalue for money savings ranging from 8 #%
for paper to 11.5% for office machinery using 84-85 as
base year, Each l1ls an increase over 87-88 achievement.

Examples of developments and achievements:

- Achieved required 1989 financial target of current cost profit,
after interest of £1.7 million in addition to making considerabla
progress towards meeting 1its other performance targets of
improved delivery service, product quality and value for money.
Accepted new target for 199091 of £2.9 million.

= Discussions taken forward with Trade Union Side towards
reaching formal detailed agreement on the implementation of
HMS0O's tailor made and performance related pay and grading
structure. A Total Quality Management Programme aimed at quality
improvement, and a fundamental review of training were put in

hand.




. 5., Laboratory of the Government Chemist
Established: 30 October 1989

Staff: 300

Function: Provides analytical, investigatory services to
Government departments, local authorities and others on
environmental protection, public health, consumer protection etec.

Targete: 1LGC's targets will be published shortly.

Examples of developments and achisvements:

- preparing for the move to a more competitive environment where
customers have the money. Part of an OMCE pilot programme to
improve customer service.

- examination of how total employment package offered by the
Agency can be improved to help recruitment and retention of the
high guality staff crucial te its success.

6. Hational Welghts and Measures borator

Established: 18 April 1989

Starf: 50

Function: Administers weights and measures legislation,
especially the regulation and certification of equipment in use
for trade.

Targets: (1) Complete the certification of new designs of
weighing and measuring equipment within 18 weeks of
registration in at least 70% of cases during 90/91;

(2) Publish certificates within 12 weeks of approval in
at least 80% of cases during 9%0/91.

Examples of developments and achievements:

- Achieved substantial reductioens in the waiting time for
certification of weighing and measuring equipment and introduced
formal quality assurance system for approvals work.

- Issgued guidance notes for manufacturers and local authority
enforcement officers in preparation for European approvals
arrangemente after 1952.




. 7, Queen Elizabeth 11 Conference Centre
Established: & July 1989
Staff: 50
Function: Provides suitable conference facilities for national
and international Government and private sector use.
Targets: (1) To increase the surplus from the £14,000 in
achleved in 1988,/89 to £53,000 in 1989,/90.

Examples of developments and achievements:

- Building on the progress already made the Agency has been able
to further establish its reputation as a national and
international conference centre (it has won awards in 1988 and
1989 as the "Best United Kingdom Conference Centre"). Target for
surplus to be achieved in 1989/90 has already been met, and is
likely to be considerably exceeded by the end of the financlal
year.

- Focusing on need to recruit,train and retain staff of the right
calibre to maintain a position in a competitive market place.

8. Resettlement Agency

Established: 24 May 1989

staff: 350

Function: Provides resettlement units for people without a
sattled way of life

Targets: (1) Achieve cumulative reduction of 1.5% pa in gross
running costs of DSS Resettlement Units without
reducing standards;

{2) Establish training strategy for staff by 31.3.90;
{3) Devise scheme to assist managers to compare
effectiveness of Unite on common basis (interim report
by March 19390) ;

{(4) To close 2 Units in 1990/91 and 4 in 1991/92.

Examples of developments and achievements:

- Reviewing fully the management of resettlement units which
before Agency status had not operated as a single stand alone
management unit. Efficiency targets for 1983/90 on course for

being achieved,

- Progress being made with replacing units with more suitable
provision. First closure date expected in January 1990,




9, Vehicle Inspectorate
Established: 1 August 1988
Starf: 1,550

Function: Tests and certificates the road-worthiness of HGV

and PS5V vehicles; supervision of MOT testing.

Targets: (1) Improve overall cost eafficiency in three main
activities by 31.7% over the pariod from 1 April 8% to
A1 March 1991;

Examples of developments and achievements:

— Group Incentive Bonus Scheme is in place based on savings made
over and above the aggregated unit cost target set for the
Agency.

- Four major customer service initiatives are being taken
forward: voluntary brake testing te be introduced this year on a
national basis; Saturday testing being trialled; promotion and
sale of selected technical publications; running of training
courses on a commercial basis for ocutside organisations.

10. Warren Spring laboratory
Established: 20 April 1989

Staff: 300

Function: Provides scientifiec and technical research
advice in the field of environmental technology, especially
control of pellution.

Targets: WSL's targets will be published shortly.

Examples of developments and achievements:

- Devolvement of personnel functions from the centre of DTI to
the Agency proceeding steadily. Special pay arrangements for
scientific and technical staff negotiated to deal with

recruitment/retention problems in this area.
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The Rt Hon John Macarsgor OBE MP

Secretary of State

Department of Bducstion and Science

Elizabath House

York Road e

LONDON SEl1 7PH < = January 1930

o
Thank you for your letter QE;}E;E;nuar?,

I walcome your close personal interest 1in your department's
purchasing performance and the achievement of significant wvalue
for money improvements in 1988-83. As you  say, although
opportunities for savings may diminish as departments become more
efficient there is still room for considerable improvement and we
must not let up in our efforts to encourage even greater

efficiency.

I agree generally with your view on the relative merits of
on-going savings and the new target of not less than 2 per cent
from new initiatives. But of course, for some departments, much
2f +their purchasing z:ipenditure and asscciated savings is tiec to
contracts let in previous years. In those circumstances the new
target represents a tougher objective than the original 5 per cent
target and I have accepted, for the present, that departmental
raturns should cover both targets.

There is also something of a problem for departments with a large
number of on golng long term projects and I have asked CUP to
conslder a separate system to measure project performance in time
for next year's assumption by departments of financial
responsibility for all capital projects.

I was also interested to note that your officials are planning to
open discussions with your non-Departmental Public Bodies on their
purchasing functions. To the extent that resources parmit, I
would, of course, be happy for CUP to provide some general advice
on how to take this forward, if vyou think that would be




understand that CUP assistance with tha EaTth
Initiative thrdugh the University's
gignificant savings. The

appropriate. I
Sciences Review Furchasing
Funding Council has resulted in some

Universities and Polytechnics may also justify some further work.

I am copying this latter as before.

THE FARL (OF CATTHNESS
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Secretary of State for Health
Richmond House

79 Whitehall
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THE DEREGULATION INITIATIVE: BETTER REGULATION

Thank you for your letter nfiﬁaﬂﬁnuary‘

1 welcome your support for the programme, and for its emphasis
on positive and practical measures to help business and
enterprise. I welcome too your interest in the possibility of
a cross departmental databaze for licences.

In proposing a case study of Health Care, 1 have specifically
in mind the community care field. Residential Care Homes and
Nureing Homes are the main types of business to be considered,
with the emphasis very much on their practical experience of
Government requirements. This would of course include
guestions of registration, inspection and guidance cn good
practice, for which your Department has responsibility, as
well as matters (such as building and fire regulations) where
the responsibility lies elsewhere.

I agree that it is important to avoid duplication, not least
in view of the recent publication of your White Paper 'Caring
for People', and the National Health Service and Community
Care Bill now bafore Parliament. My officials have already
been in touch with yours to avoid this risk and to explain the
aim of the case study. They would of course welcome any
advice or assistance your officials may wish to give.

I trust that you would be content with a case study conducted
on these lines.
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the department for Enterprise

I am copying this to other members of the Cabinet, to
Ministers with departmental responsibility for deregulation,
and to Sir Angus Fraser and Sir Robin Butler.

Do sineere
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The Re. Hon, Micholas Ridley MP
Sccretary of State for Trade and Industry

. Peter Lilley Esq MP Department of

Financial Secretary to the Trade and Induostry
Treasury ;
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THE DEREGULATION INITIATIVE: BETTERﬁEGUL&TmN
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Thank you for your letter Df,&&fﬁgéemher responding to mine to
John Major about our programme of deregulation reviews. You
will have noted that the proposed report to Parliament,
amended to take account of colleagues' comments, was given on
21 December (as attached).

I appreciate the welcome you and colleagues have given to the
approach underlying the programme of Widar reviews set out in
Annex C to my letter of 13 December. Howewver, you and Oliver
Henley (in his letter of 19 December) have raised some general
pointe to which I should respond.

As you say, it is essential te sustain the momentum of the
deregulation programme. The wider reviews put forward in my
paper are intended to contribute to this., But like you I
would welcome further suggestions for the rolling programme
particularly from colleagues who have not coma up with moch
recently. I expect all major regulatory departments to
contribute fully to this and subsequent rounds.

The impact of tax administration continues to be keenly

felt by businessmen and women especially in managing new and
growing enterprises. The programme of work set out in Annex C
to my letter would be seriously deficient if it did not
include some further consideration of cumulative compliance
costs in the tax as well as company law fields. Norman
Fowler's letter of 11 December very much supports this
approach.

John Redwood is replying separately to your letter about
Professor Sandford's specific findings but these have only
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just been published, which is why I have proposed that
pfficials from the Departments concerned should report jointly
to Ministers on the scope for follow up action. Then we can
see what more can be done, not by raking over the ground
again, as you put it, but by digging deeper.

As for company law, there may be scope for further reducing
accounts disclosure and other regquirements which could lead us
to a new form of incorporation for small companies. 1
appreciate, however, that this is a complex area for review
and that you have a gpecial interest. This can be taken on
board by our officlals.

In the flexible workforce review, the guestion of Schedule D
or Schedule E treatment will indeed be an important topic.
Howeawar, I envisage the emphasis falling on practical
questionse such as whether existing arrangements for Government
decisions affecting businesses (on tax, NIC, or benafits) are
fully geared to new forms of working im the modern economy, So
that, to taka your axample, those wishing to be self-employed
and those wishing to hire their services, know how best to
organige their affaire to achieve their obhjectives.

We will be responding separately to other colleagues' specific
points about individual reviews under the rolling programme.
But on the guestions of timing and rescurce allocation raised
by Oliver Henley I should add here that we envisage the first
three months of this yvear being used by the EDU, in
consultation with officials elsewhare as appropriate, to
complete the short sharp studies referred to in my letter of
13 December (Annex C{l)). During the same periocd officials
from relevant departments should have time to consider with
the EDU the scope for pursuing the other review topics
recommended in my letter (Annex C{2)})-(4)). I would theraefoare
expect them to let us have by the end of this financial year
if not before agreed terms of reference and timescales for -
substantive work during the rest of 1950. We can then make
decizsions about how best to take this work forward.

I am copying thie letter to other members of the Cabinet, to
Ministers with departmental responsibility for deregulation,
and to Sir Angus Fraser and 8ir Robin Butler.
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THE DEREGULATION INITIATIVE: BETTERYREGULATION

e
Thank you for your letter of 20 December about the rolling review

programme .

Given the timing, I was obliged, as you requested, to delete the
two DOE items from the report to Parliament. 1 agree that it
would have been inappropriate to include the first item, on
planning requirements in the countryside, given that you had
already publicly announced a decision not to change the current
arrangemente - a decision with which John Gummer and I
reluctantly concurred.

I would however be even more reluctant for you not to proceed
with the second item - the review of permitted development rights
for non-domestic and other uses, As Christopher Chope said in
his letter of 26 June last vear to Francis Maude when offering
the review, a look at the scope for relaxing controls on
extensions and developments within the curtilege of hotels,
restaurants, offices, shops, schools and nursing homes,
represented a significant deregulatory proposition on which a
range of colleagues would have an interest. The rolling
programme of deregulation reviews would provide the right
framework for discussion.

For my part, 1 believe these controls are a significant source of
delay and frustration for growing businesses and the relatively
emall scale developments involved here gum up the system, to the
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frustration of applicants, planners and inspectors alike. No
doubt argument against as well as for change will emerge, but the
review procedures readily accommocdate that - as your review of
development in the countryside has just illustrated.

While not included in my recent report to Parliament, the item
can still be incorporated in what 1= & rolling programme and
would appear as a DOE contribution in my report to the Frime
Minister on progress with deregulation later this year. Can I
therefore invite you to reaffirm your intention to conduet this

review?

I am copying this letter to other Cabinet Ministers, to
deregulation Ministers and to 3ir Angus Fraser and
Sir Robin Butler.







10 DOWNING STREET
LOMNDOM SWIA 284
From the Private Secrevary

12 January 1990

As part of her series of Value for Money
seminars, the Prime Minister will be holding
a seminar on Value for Money in the PSA on
Monday, 12 March at 1515.

The Efficiency Unit will ba in touch

with you in the near future to di=cuss the
agenda for the meeting and details of your
Department's presentation.

I am copying this letter to the Private

Secretaries to Sir Gordon Manzie, Sir Angus
Fraser and Sir Robin Butler.

(MRS. AMANDA PONSONBY)

Ms. Michelle Cameron,
Department of the Environment.
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Paymaster General
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Thank you for sending me a copy of your 1 er of 13 November to
Douglas Hurd.

I an plozsed wa wars zble £6 report ovesall sevings on
government expenditure of 5% in 1988/89, and, in particular, that
my own Department achieved value for money improvements of 8.9%
in that year. Clearly, however, as we become more efficient the
opportunity for making meaningful savings of that order is likely
to diminish.

Nevertheless, I welcome tha proposal that annual savings targets
should include at least 2% from new initiatives and that
Departments should not rest on the laurels of their past
achievements.

It might indeed be argued that it is only new savings which
should concern us. On-going savings, important though they are
in the contribution they make to reductions in publie
expenditure, are only a re-statement each year of the original
savings., The change introduced by CUP this year of allowing on-
going savings to count for only threa years goes some way to
recognising thie but I wonder whether it might not be better to
go further and simply to record each year cnly new savings.
Certainly, within my own Department, this would simplify
reporting procedures and focus attention more sharply on the need
to investigate new areas of potential savings.

In this context you may be interested to know that we are
planning to open discussions shortly with the various DES funded
non-Departmental Public Bodies with a view to helping them with
their purchasing functicons. How much scope there will be here
for significant savings remains to ba seen but I believe that




thiz i= an area worth looking into.

A further development in our purchasing area is the decision to
relocate the Purchasing Unit to Darlington where overheads are
considerably lower than in London and recruitment at EO and AO
level is less difficult, It is expected that new technolegy
introduced as part of our overall Office Systems Strategy will
haip alleviate communication problems which might overwise have
arisen.

Alan Howarth is overseeing the future development of tha
purchasing function within my Department and hae intradnced a
regular reporting requirement against agreed ocbjectives.

I shall continue to take a personal interest in this fiald
myself.

I am copying this letter to the recipients of yours.
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I am writing in response tg your lotter of 13 December to John Major.

I would endorse the terms of your proposed report to Parliament., |
would alsoc generally endorse the concept of wider reviews aimed at a
reduction in the cumulative burdens on start-ups and smaller
businesses. This will take forward the deregulation initiative in a
useful and pozitive way which could be of practiecal help to business
and enterprise.

I note in Annex C of your note that the salecticn of case studies
for the proposed new reviews includes Health care. This is obviously
a4 very wids area and a deregulatory approach is of course implicit
in the nature of the NHS Review. Given the impact that the Raview
is having across the range of my Departments' activities it is
important ko aveid any possible duplication of

before I fully endorse the programme at this stage it would be
helpful to have more details of the kind of Health care casze study
¥ou envisage.

A simple and effective system of identifying requirements for
business licenses and also giving clear information on the processes
involved could be of obvious advantage to business, When detailed
proposals are received my officials will look with interest at the
feasibility of including DH licenses in any cross departmental data
baze,

I am copying this to other members of the Cabinet, to Ministers with

departmental responsibility for deregulation, and to
S81r Angus Fraser and Sir Robin Butler.

'j..-""'-' ui

KEENNETH CLARKE
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Deo Mo,

NEXT STEPS AND NDFPBs

The Prime Minister has seen Mr. Luce's minute of 3 January.
She agrees that many of the principles of Next Steps can be
applied to NDPBs as well as to parts of Departments. She
therefore welcomes the proposal to extend the Next Steps
initiative to NDPFBs and thinks it right to proceed selectively.

I am copying this letter to the Private Secretaries to
Ministers in charge of Departments, Carys Evans (Chief
Secretary's Office) and to Sir Robin EButler.

Martin lLe Jeune, Esg.,
Office of the Minister of State, PFrivy Council Office.
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Thank you for copying to us your letter of 21 December about the VFM
Seminzr forsthe Department of Employment. The middle paragraph is
particulariy helpful as an opening for us to ensure that officials
begin planning for these meetings in good time.

I hope that you are intending to use this form of words in further
letters.

D BRERETON
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PRIME MINISTER

Next Bteps and NDPBEs

So far, the implementation of t Next Steps lnitiative has
rightly focused on setting up Agencies within Government
Departments. But the thrust of the ideas behind the initiative
goes beyond this, and I now propose to broaden our approach by
introducing new procedures to improve further the management of
executive NDPEs. These involve applying to NDPBs the key
elements of the Hext Steps approach which recognises the specific
needs and circumstances of each body, and their arms' length
relationshlip with Departments. e

-

Detalls of the new approach are =&t out in the attached note by
the OMCE and the Treasury. The intention 18 to reguire a
manaﬁEﬁEﬁE‘HEHtEMEntj=hrnﬂﬂly on the lines of a Next Steps
Framéwork Document, for all new executive NDPEs, and to apply the
came appreoach to existing bodies selectively where there is a
clear need, taking account of the statute which sets the
framework for each body's relationship with its parent
Department. As with Next Steps, the overall aim will be to
delegate responsibility to the maximum extent practicable to the
body, within an agreed framework which unambiguously sets out the
relationship between each body and its sponsoring Department.
Like Next Steps, this approach is designed to improve managerial
responsibility for performance and the delivery of results.

In develaping these proposals, the central Departments have been
mindful of the differences between NDPBs and Next Steps Agencies,
as well as the similarities. In particular, we have tried to
ensure that this development of existing policy should not
undermine the efforts Departments and NDPBs have been putting
into improvements in managing their relationships. We have also
taken account of the fact that effort in this area must be
concentrated on new bodies, to ensure that they start off on the
soundest possible managerial footing, and on those existing
bodies where the greatest possible benefits will be secured. We
do not want effort to be diverted from other, more productive
tasks, incloding pressing ahead with the implementation of the
Next Steps initiative in Departments., For these reasons the new
approach will be applied flexibly but systematically in the
course of the current cycle of NDPB reviews which is due to be
completed at the end of 1992,




These proposals are consistent with existing NDPE policy and with
Hext Steps. The general polliecy relating to the creatien of the
new NDPBz - that they will ceontinue to be resisted unless it can
be demonstrated that this i1s the most appropriate and
cost-effective solution to the task - is in no way affected, nor
the requirement to review regularly the continuing nesd for them.

If you agree, we will now set in hand the detailed work reguired

for the effective implementation of these proposals as part of
the current cycle of HNDPR reviews.

I am copyving this letter to Ministerial Heads of Departments, to
Norman Lamont and to Sir Robin Butler.

i
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RICHARD LUCE 3 January 1590
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HDPB POLICY: DEVELOPING A NEW APFROACH

NHote by OMCS and HM Treasury

Introduction
This note sats out a programme of action for the selective

application of the Next Steps approach to executive NDPBs. It
is tailored to the different needs and particular circumstances
of WDPBa and is intended to be applied flexibly and selectively
in the course of the impending cycle of NDPE reviews.

2. The Government's policy towards NDPBs has remained broadly
unchanged since 1979. It was most recently restated by the
Prime Minister in January 1988 in the following terms:

- the main responsibility for maintaining progress on
NDPBE policy should rest with senior management in HDPBs
and their sponsoring departments;

all NDPBEs will be subject to comprehensive review at
least every five vears, which will consider the
continmuing need for each body, its cbjectives and
financial and other management systems;

proposals for new HDPBs will continue to be resisted
unless it can be demonstrated, within a strict
framework of financial and management controls, that
this is the most appropriate and cost-effective
solution to the task; and that the legislation setting
up a new body should normally contain powers to permit
winding up at a later date.

3. The Prime Minister welcomed the increasing emphasis on strict
financial and management controls, and hoped that as many NDPBs
az poseible would set up effective corporate planning systems.
Departments have responded to this in the last NDPB review round
and the first part of the current one: a good deal of work has
gone inte clarifying the respective roles of sponsor departments
and NDPFBs and improving management arrangements.

Hext Steps

4. Much of the management philosophy which lay behind the
launch, last February, of the Next Steps initiative, is clearly
relevant and applicable to executive NDFBs. For this reason, the
OMCE and Treasury have been considering whether and how aspects
of the Next Steps approach might be applied to executive NDPESs.
In doing so, the central departments have been mindful of the
differences between NDPBs and Next Steps Agencies, as well as the
similarities. The new approach, which is described below, seeks
to apply relevant elements of the Kext Steps philosophy to
existing NDFB policy in a practical and effective fashion.




5. Some of the characteristics of executive NDPEs are analogous
to those of Next Steps Agencies. They are, by definition,
performing executive functions. They operate at arms' length
from their parent departments. Indeed their status, often
defined in statute, in many cases is there to emphasise a
Ministerial decision to eschew involvement in day to day
operations. The use of corporate plans, financial memoranda and
annual reportas is widespread and predates Next Steps. The
primary objective of the propocsed approach is to build upon what
is already in place, and to spread best practice, in a
systematic yvet flexible way.

6. Executive NDPBs cover widely differing types of bodies, but
in most cases the application of Next Steps principles is likely
to involve:

a. te the maximum extent practicable, delegating to the
body responsibility for running its own affairs, as
sat out in an agreed "management statement™;

setting challenging but realistic performance
targets, covering efficiency and effectiveness in
the delivery of services;

preparing a Corporate Plan for use by the sponsor
department (and, where appropriate, the Treasury) as
the vehicle for agreeing the bedy's strategic
priorities and determining its financial and other
targets;

publishing annual reports and accounts to permit
Parliament, customers and the taxpayer to judge the
body's success in meeting its targets.

v The "management statement"™ will be broadly similar to a Next
Staps framework document. It will cover the NDPB's main aims and
objectives, its relationship with and its accountability to its
parent department, as defined in legislation or elsewhere, the
arrangements for financial planning and control, and the extent
of the body's delegated responsibilities.

Eay elements

B, The key elements of this approach are:

a. increased delegation of responsibilities to NDPBs in

keeping with best FMI practice;
e ——

b. through the preparation of a "management statement", a
clearer and more precise definition of the body's aims,
and objectives and the arrangements for financial
planning and control;

improved accountability.

e

p—




Selectiv roach
9, It is proposed that:

a. All new executive bodies should be set up with a clear
management statement which defines the purpose of the
body and its relationship with ite sponsoring
department. Thie will cover, inter alia, resourcing,
objectives and financial and personnel management
systems and procedures including, where appropriate,
agreed managerial freedoms and flexibilities.

the review of all existing executive NDPBs over the
five years to and 1992 should be conducted against the
backcloth of this approach. However, as the
preparation and introduction of a compreheansive
management statement can involve a substantial
commitment of departmental resources and as this is
unlikely to be either available or at present warranted
in relation to all executive NDPBs, a selective
approach will be appropriate, drawing on the criteria
set out at paragraph .-

by end March 1990 departments should conslder for which
of thelr existing executive NDPBs a management
statement is to be prepared in the course of the
current review cycle, with a timetable for completion
for each body, and inform the central departments of
their proposals. The intention is that effort will be
concentrated on those bodies where there i= the
greatest need (ie where departments judge that the
current management arrangements are inadeguate, or
where a reappraisal of the relationship between the
department and the body is justified on wider policy
grounds) .

the responsible Minister will be required to confirm
his agreement to each management statement.

the general policy relating to the creation of new
NDPBs will not be affected, nor the pericdic
requirement to review the continuing need for them;
only if this test is passed should a management
statement be drawn up;

centres of departments will have an enhanced role in
NDPE management. They will be regquired to chart the
progress of NDPE reviews and the introduction of
management statements; exercise a gquality control role
for management statements; and make reports to the
central departments.

10. In selecting bodies for initial review, departments should
concentrate on priorities. This recognises that time and effort
is needed if the changes being sought are not to be simply
superficial and that this effort should be concentrated on those
bodies where there is most need and where real improvements are




s 5 L
in prospect. Priorities should take account of:
- the size and significance of the body, and its

responsibility for administrative and programme
expenditure;

the scope fn-r X nDrEaEEd dE legat i on;

=
- L

the need to clarify the body's aims and objectives and
to set it more challenging performance targets;

S

the room for improvement in the body's management and
accounting systems, and the extent to which the
existing financial memorandum and other documents
already cover the groundiswhich would be addressed in a
framework document;

whether there has been a recent fundamental review of
the body; and e = =

the department's priorities in the allocation of senior
management and financial management resources.

The Central Departments

11. The central departments will continue to oversee the NDPB
review programme. It is not intended to increase their role in
relation to' individual bodies but, as in the past, the Treasury
should be consulted before any Elgnificant changes are made in
the financial arrangements for NDPBs, particularly those with
substantial expenditure, or any departure from usual practice in
its areas of responsibility. "NDPBs: A Guilde for Departments"
will be revised to reflect the approach set out in this note.

12. This approach is intended to be consistent with existing
NDFE policy - merely adding to that policy the relevant elements
of the Next Steps philosophy. It is not intended to cut across
existing responsibilities for NDPBs, or their arms length status.

Action

13. For Departments the action now is to examine their executive
NDPBs with a view to identifying those which will benefit from
the introduction of this management approach in the course of the
current review cycle, and to notify the central departments of
their proposals by end March 1990. In addition, departments
should now ensure that all new executive NDPBs are set up with a
management statement. As indicated above, the central
departments will be revising the NDPB Guide, and the new version
will take account of these developments, in particular in
Appendix L, which offers detailed guidance on conducting NDPB
reviews. It is hoped to have the revised guide ready early in
the New Year. The central departments will continue to offer
guidance or assistance and spread best practice.

OMCS /HMT
December 1989
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THE FIRANCING AND ACCOUNTABILITY OF WEXT STEPS AGENCIES: DRAFT WHITE
PAPER

Your lettéi of 4 December refers.

T am generally content with the draft White Paper and agree that it
should be issued far consultation. However I believe there is a
danger that too much emphasis on central restriction and control
will undermine the ability of Chief Executives to get on with
managing their Agencies efficiently and effectively and therefore
have precisely the opposite effect to that which the Next Steps
initiatives is seeking to achieve. I trust this will be borne in
mind in implementing the proposals in the White Paper.

1 am sending copies of this letter to the Prime Minister and other
cahinet members, Petrick Mavhew, Lord Cameron, Richard Luce, and
Linda Chalker: and to Sir Robin Butler, Bir Angus Fraser and

Mr Peter EKemp.

KEENNETH CLAREE







CONFIDENTIAL

10 DOWNING STREET

LONDON SWIA 2ZAA
Frowm the Privare Secretary

21 Decembar 1989

Do Ao,

VALUE FOR MONEY SEMINAR ON THE EXPENDITURE OF MAFF

The Prime Minister held a Value for Mcney (VFM) Seminar
this morning on your Ministry's expenditure. Your Minister and
Permanent Secretary attended. Also present were Sir Robin
Butler, Sir Angus Fraser, Mr Brereton and Mr Brown (Efficiency
Unit) and Miss Sinclair (Policy Unit).

Your Minister began his presentation by setting out the
major changes which were taking place in MAFF functions and
organisation. Historically, it had been targeted towards the
production of additional food, and in this it had been
successful. But times had changed; most focdstuffs were either
in plentiful supply or even in surplus. Greater priority now
needed to ba given to the environment and to food safety. The
Department was being reorganised to reflect the three main
functions and, in terms of expenditure and manpower, resources
were now fairly evenly divided between them. A special effort
had been made to clarify the division of responsibilities with
the Department of Health and the Department of the Environment.
As well as improving the organisation, efforts were being made
to improve value for money across the Department. An IT
strategy had been put in place and a Buildings Directorate
established. MAFF was very much a science-based Department,
its employment of scientists being second only to MOD.

The growing concern for the environment could be
jlluetrated in a number of ways. Capital grants had been re-
structured away from pure support for additional production
towards conservation and waste disposal: in forestry, approvals
for broadleaf plantings now exceeded those for conifers.

There had been a large rise in reported incidents of farm
pollution. This was less an indication that matters were
getting worse than a sign of greater concern and hence greater
readiness to report incidents. The number of prosecutions had
risen substantially. The designation of Environmentally
sensitive Areas had been a highly successful innevation which
other countries were imitating. The prierity given to flood
protection had been increased. This was important, as much of
the best guality agricultural land was also the most vulnerable
to flooding.

CONFIDENTIAL
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vour Minister then turned to food production. He
illustrated the way in which reform of the CAF, which Britain
had led, had produced substantial savings in agricultural
expenditure. This was seen most dramatically in the decline in
stocks of surplus produce. The diffieculty was to stcp other
countries trying te find other ways of spending the shortfall.
The recent movement in the exchange rate had caused negative
MChs to open up again. In order to ensure fair competition
throughout the Community, it was essential to eliminate these
by 1992, though there would inevitably be some impact on the
coet of living. There was likely to be resistance from
Germany. One conseguence of better contrel of CAFP expenditure
wae that farm incomes in the UK had been held down and in real
terme were below where they were in 19B80.

Your Minister said the Department had reorganised the way
it handled food safety and should now be very much more
effective. The difficulty was to resist pressures for more
bureaucratic restrictions and ceontrels (for example, the
Richmond Committee was likely to recommend licensing of food
premises). He believed that, far from baing a weakness, the
fact that MAFF was responsible for both food production and
food safety was a strength. He did not believe the recent
problem of lead in feedstuffs could have been handled as
effectively if regulation had been the responsibility of a
separate body along the lines of the US Food and Drug
administration. It was, however, necessary to strengthen the
ability of the Department to handle crises over food safety and
he was investigating changes in management and structure to
achieve this.

Your Minister then turned to the Department's research and
adviesory service. Total research spending in 1991/92 was
projected to be just over £100 million, of which £53 million
would be devoted to food safety, £28 million to natural
environment and £19 million to farming. The move away from
near market research was largely complete.

The aim of recovering 50 per cent of ADAS costs on
advisory work by 1993 was likely to be achieved, but he did not
believe (and nor did those working in ADAS) that the matter
could be left there. He was loocking at various other options,
including privatisation, and would be making proposals soon.
The effectiveness of the Department's research and advisory
service could be seen In the enormous reductions which had been
made in recent years in animal diseases.

Management arrangements within the Ministry have developed
with the aid of MINIM and increased devolution of operational
expenditure to budget holders. Your Minister was looking at
ways to ensure that managemgnt responsibilities continued to
be delegated as far as possible including the scope for an
efficiency scrutiny of central services beginning with
personnel in consultation with Sir Angus Fraser and the
Efficiency Unit.

CONFIDENTIAL
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The Prime Minister thanked your Minister for an excellent
presentation. She welcomed the efforts that had been made to
recrganising the Department to bring it into line with
contemporary needs and stressed the importance of continuing to
ssek greater value for money within each of the main functions
of the Department. She looked forward to receiving proposals
for further development of ADAS and hoped that efforts to
devolve management from the centre would continue.

I am copying this letter to Carys Evans {Chief Secretary's
office) and to Sir Robin Butler and Sir Angus Fraser.

Andy Lebrecht Esqg
Ministry of Agriculture, Fisheries
and Food

CONFIDENTIAL




MR A TURNBULL

WALUE FOR MOMEY SEMINAR ON THE EXPERDITURE OF MAFF

Thank you for your comprehensive record of the discussion yesterday.
[t properly pays tribute to a skil1ful presentation in which most of
the points that we would have wanted to raise were effectively
pre-smpted.

There are two changes which I think we can legitimately make which will
help us to follow up the seminar with the Department. The first is an
addition to the pepultimate paragraph on page 2 which currently ends
"made in recent years in animal diseases.” 1 would be grateful 1f you
could add

"Management arrangements within the Ministry have developed with
the aid of MINIM and increased devolution of operational
expenditure to budget holders. Your Minister was Tooking at ways

nau'*h“'ﬁk- to ensure that management responsibilities continued to be
delegated as far as possible including the scope for afficiency
scrutiny of central services beginning with personne

[f you are happy to make that addition I would then conclude the
following paragraph with th Jin consultation with Sir {EEEE::}

Fraser an . ciency Uni

:“T_,I
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10 DOWNING STREET
LONDON SWIA 244

From the Privale Secreigry

21 December 1989

As part of har serias of Value for Monay
seminars the Prime Minister will be holding a
seminar on Value for Money in the Department
ef Employment on Wednesday 21 February at
1545 hours.

The Efficiency unit will be in touch
with yeu in the near future to discuss the
agenda for the meeting and details of your
Departmentt's pPresantation,

I am copying this letter to the Private

Secretaries teo gir Geoffrey Holland, sir
Angus Fraser and to gir Robin Butler.

AMANDA PONSONBY (Mrs. )

Nicholas Drane, Esq.,
Department of Employment.
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THE DEREGULATION INITIATIVE: BETTER REGULATION

¥
In your letter of 13 December & John Major, you invited comment on
the draft report to Parliament in the brogress of rolling reviews. T
have one amendment to the draft.

Thiz Deoartment nominated as jts candidate tor the second round of
the Rolling Review Programme & review of Ewo aspects of the General
Development Order, I anncunced an 11 October my decision to withdraw
the first of these - posszible simplification of planning
requirements relating to uses of open land and existing buildings in
the countryside. I am still considering the proposals relating to
the second aspect - permitted development cights far non=-domestic
and other uses and would prefer, at this stage, not to be committed
to pursuing them. Therefore, I do not wish either of these to be
anncunced to Parliament as topics for review and both should be
deleted from annexes B and D,

My oificials have been in touch with Yours with a further minoc
amendment .

I am copying this letter to cther Cabinst Ministers, ta d
Ministers and to Sir ANgus Fraser and Sir Robin Butler

e }._J.

\ : o
\“Y cHRIsS PATTEN

\Approved by the fecretary of Stata
and Signed in his Absence)







Ref. AOQ83/3308

cc  Mr Kemp

e ohey.

Prime Minister's Value for Money Seminars

The Prime Minister's programme for Value for H:rfgﬁﬁaminars
is et for 1990 (Mr Gray's letter of 6 December) and I do not
seek to reopen it. But I have had some suggestions from Mr Kemp
and his team which seem to me worth consideration and which I

pass on for when you are preparing the next programme.

2. one suggesticn is the Welsh Office. This has not previously
keen the subject of a VFM Seminar, I think, and its inclusion in
the programme would fit in well with the Prime Minister's wish to
include the weaker brethren.

a. Two other suggestions are the Northern Ireland Civil
Service, whe have over 20,000 staff, and should not be laft cut
of this sort of operation - actually, I think that they would be
pleased to be remembered; and one or mnora of the Legal
Departments - Land Registry, Court Service and Crown Prosecution

Service.

eee.

ROBIN BUTLER

20 December 19809
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THE DEREGULATION INITIATIVE: BETTER REGULATION

o
1 LRl e I r

Thank you for a copy of your letter of 13 ﬁecémbe to John Major
and its attachments.

P

You may by now have seen my own letter to John Redwood, also of
13 December, in which I suggest as the MAFF candidate for the
second rolling review round an enguiry into product
classification for which export refunds and Monetary Compensatory
Amounts are fixed, and the differentiatioen of refund rates by
destination. This would as I explained be undertaken as an
add-on exercise Lo an efficiency scrutiny already underway.

The paper you have circulated spells out your wish to change the
emphasis of the rolling review exercise. I am sure that there is
a need for this. My own letter notes the difficulty of finding
individual topics for full-scale rolling review treatment which
are likely to yield results sufficient to justify the manpower
invested in them. I see that, besides MAFF, there were five
other Departments which at the time of your letter had either not
responded or had been unable to suggest candidates.

Your idea of wider reviews (which I understand are to be
undertaken by EDU staff by interview with individual businesses)
is an interesting one. However, I am sericusly concerned that
within MAFF's area of responsibility you have chosen food related
isgues. As 1 have already made clear in my letter of 13 December
we do not think a review of the health aspects of food
legislation would be sensible at present in view of current
concerns, impending legislation to meet those concerms, and the
Audit Commission's current study. Much the same might alsc be
said about the health aspects of small-scale egg production which
you have alsc chosen to review.

/My suggestion is...




My suggestion is that Departmental Ministers must have the fin.
word in approving items for such treatment. In this way effort

can be concentrated on areas which are likely ko prove producbkive

from a deregulatory point of view and where Full account can be

taken of all aspects of legiszlabtion and controls imposed on  the

relevant business secktor.

I am copying khis letter to the Prime Minister and members of the
Cabinet, to fellow colleagues with Departmental responsibilities
for deregulation and to 5ir Angus Fraser and Sir Eobin Butler.

o) '.". :_..-". X

THE BARONESS TRUMPINRGTON
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THE DEREGULATICH INITIATIVE - BETTER REGULATION
s vk T
Thank wvou for your letter of 13 December and-€dpies of the

second round review proposals and draft report te Parliament
on progress to date.

I am content with the review proposals though.I” note that
colleagues 1in MAFF and DE are still considering theirs.
Wirth regard to item 12 of the draft report  [(Annex &)
Reaional Selective Assistance, it would be helpful to add to
the statement of maln purpoge the words "“for small cases" to
make clear the extent of the change.

I am copy¥ing this letter to the recipients of yours.

wWiN ROBERTS

Rt Hon Hicholas Ridley MP

Secretary of State for Trade and Industry
Department of Trade and Industry

1 Vietoria Streset

London W 1
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From the Parbamentary Under Secretary of State for Social Security

| V) ({4
The Rt Hon Nichclas Ridley MP
Secretary of State for Trade and Industry '6

Department of Trade and Industry
1-19 Victoria Street 14{& L

EEIEIEGEET 19 DEC 1989

2. Ml

THE DEREGULATION INITIATIVE: BETTER REGULATION [

I am commenting on behalf of DSS on your letker to John Major dated
13 Decamber which set out your plans for fiiture deregqulation work.

A5 you and John Redwood know, the DS5 has always supported the
Government's deregulation initiative and has co-operated with other
Cepartments {particularly Inland Revenue) whare appropriate in the
course of our deregulation work. I welcome the practical way in
which you intend to tackle the proposed reviews particularly the
idea of asking those setting up new businesses what they think of
the problem. I am therefore content for my officials to work
alongside their counterparts in other Departments in those reviews
which are relevant to our activities. I have no comments to make on
your proposed Parliamentary answer in Annex D of your nota to E(CP).

I think however that care should be taken not to raiss expectations
tog high about the results of these wider reviews as a good deal of
this ground has been tilled before. I am pleased to see that the
review on reducing barriers to the development of a flexible
workforce will be confined to looking at the administration of
controls covering Secizl Security and even here we must be ever
watchful of the often substantial NIC revenue and benefit
expenditurse implications of changing administrative procedures.

On a mere parochial note, the workload of these four wider reviews
will fall heavily on some Departments including mine. We will
certainly be invelved in the attempt to simplify the impact on new
and growing business of regulatory obligations. Although we are not
specifically menticned in Annex € of your note to E{CP) under the
item on reduction of compliance costs in the taxation field, vour
officials have said that we will be invited to assist in the work as
it applies to National Insurance contributions. We expect to help
also with the topic on reducing barriers to the development of a
flexible workforce.

1

CONFIDENTIAL
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However we would rather wait until April next year before committing
resources to these new deregulation activities. ¥You may be aware
that my Department is facing substantial challenges in the year ;
dhead and beyond, setting up agencies (and the Contributieons Unit),
implementing our operational strategy and carrying out the
Disability Review. It would be helpful to us therefore if each
review could be staggered, particularly as some of my officials
could be involved in three of them. I assume that we will not be
expected to carcy out a Departmental deregulation review next year
a8 wall g these wider reviews.

I am copying this to those who were sent copies of your letter.
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01 238 3290

The Rt Hon Nicholas Ridley MP rhﬁﬂpfhﬁ
Secretary of State for Trade &
Industrcy
Department of Trade & Industry
1-19 Victoria Street
LOMDON

SW1H OET fﬁ?ﬂecemher 1989

N N

THE DEREGULATION INITIATIVE: BETTER REGULATION
Thank you for copying to me your lebter of 13 December to John Major.

1 warmly welcome the approach you are taking, and I am content with
your proposed report to Parliament, subject to one comment. This
concerns the inclusion in the Enterprise and Deregulation Unit's review
(described at Annex C to your letter) of a case study concerning
filling stations. As you are aware, the MMC is currently investigating
this area and will be reporting to you next week. The report is quite
likely to cover guestions such ae the licences under which petrol

retailers operate, 1 would therefore question the timing of the EDU's
proposed case study on this topic.

I am copyling this letter to the recipients of yours.

JOHAN WAEEHAM

CONFIDENTIAL
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THE DEREGULATION INITIATIVE - "'f{
MR RIDLEY'S LETTER OF }3 DECEMBER

RAY

/o
Mr Ridley asks for comments (by 19 December] on his plan
for 'Wider Reviews' to supplenenc the second round of Rolling

Heviews.

His suggestions are 1in themselves very worthwhile but
outsidars who have been involved with the Enterprise and
Deregulatien Unit say that it now lacks the impetus to get
affective co-operation from departments, whose lack of
intarest is demonstrated by tha shallowness of their

suggestions for the Sacond Round Heviews.

The Prime Minister might want to ask Mr Ridley about that;
perhaps the function of the EDU needs to be redefined as

a pre-condition for taking the work forward.

There may also be a case for asking Mr Ridley whether a
change in the name of the programme might not be helpful,
tog. New regulation = as for example in relatien to the
environment - in inevitable but che aim is surely
SIMPLIFICATION. That is perhaps a better slogan.

Mol s fhoghers

HOWELL HARRIS HUGHES
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Treasurv Chambers. Parliament Street, SWIP 3AG

Rt Hon Nicholas Ridley MF
Secretary of State for Trade and Industrcy
Department of Trade and Industry

1=19 Victoria Street
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THE DEREGULATION INITIATIVE: BETTER REGULATION

Thank you for copying me your letter of 13 December to John Major.

1 share your view that the momentum of the deregulation initiative
neads to be sustained and that the second round of reviews needs
te tackle substantial topics and I would welcome further
suggestions for future rounds of the rolling programme. But I am
not clear that the reviews described in your paper would lead to
worthwhile results in the tax administration field. The main
proeblem is that they cover areas that have already been locked at

extensively.

Your paper mentions Professor Sandford's work on tax compliance
costs. You may have seen my letter of 13 November to John Redwood
about Professor Sandford's work. As I mentioned there, his main
specific proposal - less fregquent PAYE payment dates for smaller
firms - is already the subject of an efficiency scrutiny and his
other recommendations have in large part already been looked at as
part of the Revenue's regular deregulation programme.

Similarly, the information needed for tax purposes in company
accounts has been considered in depth in recent years and the
relaxations which we agreed were possible are being introduced
under the recent Companies Act. As you rightly say, the
Inland Revenue do rely on these accounts for the informaticn that
they need. It will be important to bear in mind this use of
accounts if any alternative proposals or new forms of
incorporation are to be genuinely deregulatory and represent a
real reduction in compliance costs for small companies.




Insofar as your proposed review of "the flexible workforce® goes,
I assume the main tax area is the Schedule D/E boundary. Again,
this is something my predecesscra have repeatedly examined. If
there are any genuinely new considerations to be brought into
account I will loock at them. But I must gquestion whether it is
an efficient use of scarce staff and rescurces to rake the same
ground over again.

These are not arguments against your proposed announcement of the
second round of departmental reviews and, if colleagues are
content, of wider reviews. But I think it does point up the need
to carefully consider how these reviews can genuinaly break new
ground. It will be of little help to us to build up false
expectations.

1 am copying this letter to the recipients of yours.







Mendstry of Agriculoune, Fisheries ancd Pood
Whitehall Place, Loadon SW1A 2HH

From the Minlsier

The Rt Hon Horman Lamont MP
Chief Secretary to the Treasury
HM Treasury

Treasury Chambers

Farliament Streeb

LOMDON

2w Decambar 1989

THE FINANCING AND ACCOUNTABILITY OF MEXT STEPS AGENCIES: DRAFT
WHITE PAFPER ‘L‘\ :
|.‘-'-.e"-’

I have now seen a copy of your letter of egember to Douglas
Hurd, which =seam=2 not k& have reache mee in  Ehe inikdial

circulation. I have also seen the letters of B and 11 December
from Chris Patten and Tony Newton.

While T am very content with the publication of the White Paper,
I do share Chris Patten's and Tony Newton's wviews. Clearly
thinking both in Departments and in the Treasury is still
developing on the guestion of financial controls and
flexibilities for agencies, as each new candidate comes under
gscrutiny. I believe there is some way still to go on a number of
agpects where traditional approaches have not fully adjusted to
the implications of "Next Steps". The publication of this White
Paper should therefore be =een as a milestone, but not as the end
of the journey.

I am copying this letter to the Prime Minister and other Cabinet

members, Patrick Mayhew,” Lord Cameron, Richard TLucey Lynda
Chalker; Sir Angus Fraser,” Peter Kemp_.and to Sir Robin Butler.

JOHH GUOMMER







PRIME MINISTER 15 December 1989

MAFF VALUE FOR MONEY SEMINAR: THURSDAY 21 DECEMBER

dJahn Gummer has reorganised the Miniatry of Agriculture,
Figheries and Food to demonstrate the greater importance

now being placed on consumer issues, notably food safety.

B fem e e

This ig welcome. But it will be important to ensure that

“consumer interests” are not used indiscriminately as an

argument for more monay, more people and more intervention.
Such traditional thinking dies hard in the Ministry.

There are three areas on which vou might like to satisfy

vourself that MAFP are providing values for money:

(1] the new arrangements for dealing with [ood safeby;

the role of ADAS (which accounts for half of MAFF's
manpower | in providing advisory and other services

to farmers:

(3) MAFF's environmental polioes.

i
e

(1) Food Safeoty

John Gummer has set up a food safety directorate within

MAFF. Basically this has invelved taking responsipmility
'EE;ﬁ;he food industry and fisheries away Erom the Deputy
PR S

Eecretary handling Food Safety; Food Science and Animal

Health. The Food Safety Directorate has been beefed up

by the addition of two senior officers taken from the CAFP

——re—

side (see organisation chart at Annex Aj.
[

The proof of this pudding will be 1n the sating. MAFF need

to be able to demonstrate that an internal reorganisation




on these lines will put the consumer, as opposed to the
producer, first in order to stave off pressure for a separate

food safety agency.

MAFF will spend just under a fifth of its non-EC budget
(€104 million out of £566 million) on food safety work,

including staff costs, in 1990/91. o

¥ou could ask John Gummer what steps he will be taking to

measure the effectiveness of the new food safety directorate
within MAFF.

{(2) ADAS

If ADAS did not exist, we would not now invent it. It belongs

to the post-war era in which every thing possible was dene
to help farmers to produce mores Food.

ADAS' main role is providing advisory and other services
to farmers. Under Treasury pressure, MAFF have now begun

charging for some ADAS services, and are committed to increasing
—_ ——

the proportion of costs recouped through charges to 50%.

There are strong arguments for privatising much,; or all,
or ADAS. Many farmers already use private agronomists in

preference to ADAS because they find that the latter are

dEEErailsta who cannot provide the specialist advice which

they want.

Some people are already leaving ADAE te set up as consultants
in specific fields., Charging for ADAS' services is weaning

farmers away from a world of free advice, Privatisation

aof ADAS would cause & tuEE,_Eut in reality the extent of

-

the change would be less than some might suggest.




The issue is bLIy contentious within MAFF., Some pfficials

sea prlvatlsatlnn as rLgnt. arnd 1ncv1tablﬂ in the long run.
Others are nannurned about the reaction of the staff; and
also at the loss of in-house expert advice for Ministers
during a crisis. Both these arguments are used to argue

for agency status rather than privatisation (agencies remain

responsible to Ministers).

You could ask John Gummer how he sees the future of ADAS.

An indication that you favoured privatisgation would help

to push the debate alomng.

{3) MAFF environmental policies

These are assuming increasing importance, not least in the
- —— T

context of the Environment White PapeE.  MAFF say that

granks PULEly Lo LnLDulngﬁ increased agricultural production

have now been cut out.

——

MAFF have a number of policies designed to encourage environmentally

friendly farming, eg:

Environmentally Sensitive Areas;

Farm and Conservation grant schame;

P

Farm Woodland Scheme;

= = ==

Special payments in East Anglia for set-aside land

used in an environmentally friendly way.

It is still early days to say how cost-effective some of
thege schemes are. They -are by nature staff-intensive
(because of the need for on-site inspection}. It would
be wrong to extend them merely as part of a "green bandwagon™
But some extension of arrangements which look promising

in terms of environmental wvalues for money would be worthwhile.




You could ask John Gummer which of the Ministry's schemes

for encouraging envirommentally friendly farming seem to

be most cost-effective, and ask if he has plans for extending

such schemes within existing cost constraints.

7 {{/‘
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CAROLYN SIHCLAILR
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PROPOSED REORCANISATION OF MINISTRY HEADQUARTERS ;W= F 720 f( I

FOOD SAFETY DIRECTORATE - (MR CAPSTICE)

Food Safety Group Food Safety Division I (present
Food Standards Division)

Food Safety Division II (present
Food sSafetby, Fertilisers and
Feedingstuffs Division)

Food Legislation Division

Microbiological Safekby of Food
Division

Food Science’ Group Food Science Division I
Food Science Division II

Food Science Laboratory

Pesticides,Veterinary Paesticides Safety Division
Medicines and
Emergencies Group Veterinary Medicines Directorate

Emergencies and Food FProtection
Division

Biotechnology Co-ordinating Unit
{q?w unit to be established)
Animal Health Group Animal Health Division

Animal Welfare and Protection
Division

Meat Hygiens Division




AGRICULTURAL COMMODITIES, TRADE AND FOOD PRODUCTION DIRECTORATE -
(MR PACKER)

European Community & External - European Community Division I
Trade Policy Group
- Eurgpean Community Division T1
External Trade Policy Division
Arable Crops Group Cereals, Set-aside and Extensifica-
tion Division
Sugar, 0ils and Fats Division
Horticulture and Potatoes Division
(Potatoes Branch transferred from
present Milk Marketing and Potatoes
Division)
Livestock Products Group Beaf Division
Sheep Division®
Livestock Subsidies Division®
Milk (European Community) Division+ ™

Milk Marketing Division+

Pigs, Eggs and Poultry Division

Food, Drink and Marketing Food Industry, Marketing and
Policy Group Competition Policy Division

Alcoholic Drinks Diwvision
Tropical Foods Division

External Eelations and Trade
Promotion Division

*It is proposed that Sheep and Livestock Subsidies Divisions will be
merged in due course.

+It is proposed that the two Milk Divisions will be merged in due
course.




COUNTRYSIDE,MARINE ENVIRONMENT
HILTON)

Lands Group

Fisharies Group

Flood Defence, Plant
Protection and Rgricultural
REesources Group

Economics and Statistics
Group

AND FISHERIESE DIRECTORATE - (MR

Rural Etructures and Granks
Divizion

Land Use and Tenure Division
Conservation Poliey Division

Environmental Policy Division

Marine Environmental Protection
Division

Fisheries Division I
Fisheries Division II
Fisheries Division III
Fisheries Laboratories

Sea Fisheries Inspectorate

Flood Defence Division (including
River and Coastal Engineers)

Plant Health Division (including
PHSI)

Plant Variety Rights and Seeds
Division

Agricultural Resources Policy
Division

Economics (Farm Business) Division
Economics (International) Division
Economics (Resource Use) Division

Economics and Statistics ({Food)
Division

Statistics (Agricultural Commodi-
tieg) Division

Statistics (Census and Prices)
Division




PRIME MINISTER

MAFF YALUE FOR MONEY SEMINAR: THURSDAY 21 DECEMBER

INTRODUCTION

1. John Gurmer and Derek Andrews will attend. The last seminar
you held on value for money in MAFF was begun in December 1987 and
adjourned. [t was concluded in July 198B. MNotes of both these
previous meetings are attached.

2. Total annual- expenditure by MAFF and IBAP is around £1.7
ti11ion, two-thirds of which is related to CAP, 'where MAFF has little
direct influence in securing belter value Tor money. OFf the remaining
expenditure under MAFF's direct control- some £470 million - the
principal areas of activity are: —
- Commissioned agricultural and food research - El#!m fHDﬁ]
and development (of which food science £17m) e

- Departmental research and advisory services fffiiﬂq (241)
{of which food R & D £20m)

= Structural measures for agriculture fﬁzéémjflﬂm}
s

Other areas of significant spending, each around £40 million per year,
include support to the fishing industry, animal health and drainaoe and
flood prevention work. Details of expenditure and allocation of
manpower by activity are at Annex A.

3. At the time of your Tast seminar with MAFF, Sir Robin Ibbs

advised you that John MacGregor was making a determined effort to
make his Department more cost comscious, flexible and responsive. Real
progress has been magE:_EHT“thE—ﬂEpartment has been slower than many in
refining its management systems. Objectives can be rather vague (for
example, 'ensure better value for money in the management of EC

support measures'] and the Department tends to be secretive about what
targets have been set and the results that were achieved against them.
Unlike many Cepartments, targets and performance datz monitored as part
of the management information system (MINIM) are not released

putside the Department nor widely circulated within. This Teads
internally to a poor understanding of the task to be performed and
externally to - possibly undeserved - suspicion. The seminar provides
an opportunity for Mr Gummer to outline what has already been

achieved and his plans for further improvements in the future.




HANDLING

4. 1 understand that Mr Guemar intends to speak for about 2C
minutes and aims to demonstrate the way in which his Department is
changing to meet the challenges of the next decade. He has chosen
three main themes:

- ‘the environment;
- ‘food production-and the Community; and
- food safety.

In each case, he intends to stress the importance of the Department’s
science base, He also wishes to address changes in train in the
management of the Department and developments on Next Steps agencies.
Mr Gummer does not intend to discuss the Intervention Board for
Agricultural Produce (IBAP), the main executor of CAP market support
measures in the UK, Tor which he and other agriculture ministers have
joint responsibility. Monetheless I suggest below (para 11) that the
role of 1BAP in the Next Steps programme is worth a guestion.

5. I suggest that the seminar should concentrate on the management of
MAFF's programmes rather than the nature of the programmes

themselves, It will be important to establish that clear objectives
exi1si for each programme, and that demanding targets are set not just
for results, but also for minimising the resources necessary to achieve
them.

THE ENVIRONMENT

6. MAFF's interests include improving flood defences, conservation,
the control of nitrates and other chemical pollutants and fishing
industry Total Allowable Catches (TACs) and fleet capacity. MAFF
now have clear process targets in most of these areas (i.e. what
actions are to be taken), but the output of MAFF work in terms of a
better envirorment for the tax payer 15 less clear.

a. How does MAFF measure the impact of its programmes?

- what, for example, have the Farm and Conservation Grant Scheme
and 1ts predecessor the Agricultural Improvement Scheme done to
improve the environment and reduce pollution?

b. What are the principal objectives of MAFF's envirommental R B D

pfﬂgrﬂmmea? Are the direction and scale of research changing in 1ine
with growing public concern for the environment?

FOOD PRODUCTION & THE COMMUNITY

7. CAP reforms already introduced have saved £15 bn since 1984,
Controls on the growth of CAP spending will redice—#s share of EC
expenditure from 65% in 1987 to about 59T by 1992. Intervention
stocks have fallen dramatically. Measures to control over-production
include stabilisers and set aside schemes, MAFF's contribution to
CAP reform has been considerable and Mr Gummer will naturally want to




describe to you the value of these achievements. Looking forward,
however, MAFF's EC objectives are broadly aimed at ensuring that
developments fn Brussels do not weaken the reforms already in place.
For the short term the major challenges are domestic ones.

8. UK major -objectives include:
Dha oy ek el
establishing the Agricultural apd-BatepSddvisory Service
(ADAS) on a more commercial basis:

withdrawal of government funding for near market RED; and

encouraging farm businesses to diversify intoc non-farming
detivities,

Issues:

a. What are MAFF and IBAP doing to minimise EC fraud? (The

latest report from the Court of Auditors, though not as scarifying as
last year's, highlights the subsidies on skimmed milk powder and the
cash bonuses to sheep farfliers as areas of potential abusge.) What is
MAFF doT™ng To encourage simijarly prudent practices in other member
states? (The Court of Auditors also describe as ‘money poured down the
drain' the assistance to Portuguese agriculture before and after
accession to the EC.)

b. ADAS 75 targeted to achieve 50% cost-recovery on non-statutory
work by 1993/4. [s this sufficiently ambitious? When ic 7t expected

tc break even on these services?

€. Diversification Capital Grants are being used as a principal means
of encouraging farmers to use lamd for purposes other than food
production. How is their success being judged?

9. This topical area of the Department’s work has been the subject of
intense media and public interest in recent months. Mr Gummer will
cutline the greater emphasis now being given to it, including his
recently announced recrganisation to create a new Food Safety
Directorate in MAFF and the setting up of a Consumer Pamel as a focus
for consumers' views on food safety and consumer protection policy.
Food science and consumer advice currently represent less than 108 of
MAFF non-CAP spending. Responsibility for animal health work is
included under the food safety heading and will result in total
spending by the new directorate of about 18% of MAFF's non-EC
budget. This is a highly sensitive area. You may wish to explore how
Mr Gummer will ensure that the latest changes are given force, that
clear ohjectives have been set for the new organisation and that it is
appropriately funded.

155u95;

a. What will be the effect of MAFF's recent reorganisation? How
will Mr Gummer ensure that real changes take place and how will he
demonstrate to the consumer (who sti1]1 sees MAFF as the producers’
representative) that his or her interests are being safeguarded?




b. Does MAFF have the right people in place to handle the change of
emphasis away from promotion of the producer to protection of the
consumer?

¢. Are changes in approach or organisation necessary to public and
press relations as a part of improving public confidence in the
Department?

INTERNAL MAMAGEMENT

10. Mr Gummer intends to explain some of the measures the Department
has taken to improve its effectiveness, including the development of
expertise in purchasing and building management and the importance of
its IT strateqy. Despite delegated budgeting, the Department is still
subject to strong central control and this may be reflected in the
relatively high running costs of MAFF's central services. You may at
this point want to explore with Mr Gummer what measures he and his
colieagues are using to press for improvements in performance from
IBAP which, because of its largely executive function, does not
dttract the same level of day to day ministerial interest as MAFF.

Issues:

a. The costs of MAFF's central functions (such as Establishments),

at 2% of total running costs, are comparatively large. What steps is
the department taking to reduce them? Could savings be made by greater
delegation to line-managers in the regions?

b. What are agriculture ministers doing to make surve IBAP is set and
achieves demanding targets?

NEXT STEPS

11. Affer a siow start, the Department is intending to set up the
Central Yeterinary Laboratory and the Veterinary Medicines Directorate
a5 ite first agencies from April naxt wyear. IBAP 1s also 11kely to
become &n agepcy @ ﬂg,p% that time. Although agency status for the
Agricultural a iry Advisory Service in toto has been ruled out, a
number of its component parts are good candidates, separation of which
from MAFF would help to simplify the organisation and sharpen the

focus on their executive work. Your encouragement to Mr Gummer to
bring forward these candidates quickly would be helpful.

SCRUTINKIES

12. With our encouragement to tackle an EC subject, MAFF are
currently conducting a scrutiny of EC product classifications inm an
effort to help the Commission simplify the 1200 or so classifications
of product currently used for export refund purposes. Though
identifying opportunities for change which would be acceptable to all
member states is proving difficult, it seems 1ikely that there is some
EFEEE for simplifying administration and reducing the oppartunity for
. fraud.

13. Although MAFF have been a regular user of the scrutiny

technique, the areas they have chosen to Took at have been relatively
unambitious. As a future subject, T would Tike to encourage MAFF to
scrutinise a significant area of running cost expenditure. Given the




apparently high cost of central services, the Establishments function
may provide a suitable area. Recent experience in PSA has shown that
major savings in this area are possible by decentralisation and greater
delegation of responsibility to line-management.

OBJECTIVES

14, To summarise, 1t would be most helpful if you could use the
seminar to emphasise the following:

a. That in shaping the future programme of work for MAFF it is
vital to have clear objectives for each area of work, and to set
demanding targets not just for what must be achieved, but also for
the resource cost of achieving them,

b. That MAFF has the demanding task of improving the confidence
of the public in the Department's ability to act decisively in
their interest. A more open and informative approach to the
pubiic would help. A similarly informative approach internally
would help staff understand more clearly what is reguired of them
and what they have achieved.

c. That MAFF should be aware of the possibilities for savings
that may be achievable through radical organisational change. A
faster move towards the creation of Next Steps agencies coupled
with & careful review of the Department's central overheads (using
the scrutiny technigue whera appropriate) would contribute to real
progress,

| am sending a copy of this minute to Sir Robin Butler.

-

ANGUS FRASER
14 December 1989




SUMMARY OF ISSUES TO RAISE

THE ENYIRONMENT

. How does MAFF measure the impact of its programmes?

- what, for example, have the Farm and Conservation Grant scheme
and 1ts predecessor the Agricultural Improvement scheme done to
improve the environment and reduce pollution?

b. What are the principal objectives of MAFF's environmental R & D

programmes? Are the direction and scale of research changing in Tine
with growing public concern for the environment?

FOOD PRODUCTION & THE COMMUNITY

a. What are MAFF and IBAP doing to minimise EC fraud? (The

latest report from the Court of Auditors, though not as scarifying as
last year's, highlights the subsidies on skimmed milk powder and the
cash bonuses to sheep farmers as areas of potential abuse.) What is
MAFF doing to encourage similarly prudent practices in other member
states?

b. ADAS 15 targeted to achieve 50% cost-recovery on non-statutory
work by 199374, [s this sufficiently ambitious? When is it expected
to break even on these services?

c. Diversification Capital Grants are being used as a principal means
of encouraging farmers to use land for purposes other than food
production. How is their success being judged?

FOOD SAFETY

a. What will be the effect of MAFF's recent reorganisation? How
will Mr Guemer ensure that real changes take place and how will he
demonstrate to the consumer (who still sees MAFF as the producers'
representative; that his or her interests are being safeguarded?

b. Does MAFF have the right people in place to handle the change of
emphasis away from promotion of the producer to protection of the
consumer?

€. Are changes in approach or organisation necessary to public and
press relations as a part of improving public confidemce in the
Department?




INTERNAL MANAGEMENT

a, The costs of MAFF's central functions (such as Establishments),

at 22Z% of total rumning costs, are comparatively large, What steps is
the department taking to reduce them? Could savings be made by greater
delegation to line-managers in the regions?

b. What are agriculture ministers doing to make sure IBAP is set and
achieves demanding targets?




ANNEX A
TABLE 1

MAFF/IBAP EXPENDITURE

{(Emillions)
28,89 B350 90,/491

EC Market Support  IBAP 074 1000 :EEH
MAFF LI 122 120

IBAP Administration a0 a0

Domestic Market Support

Structural Measures for Agriculture
Animal Health

Flood Protection

R&ED

Fishing Industry Support

Civil Defence

Departmental research, advisory
services and administration

Tatal expenditure 1BAP & MAFF

TABLE 2
MAFF DEPLOYMENT OF STAFF BY PROGRAMME

Agricultural advice and promotion (24%)
Agricultural RED (19%) _
Other research, advisory services and admin (131)
Animal Health {l#il

Market support (6% _

structural measures for agriculture {5%)

Support for the Fishing industry (5%)

Other agricultural and food services (12%)

Civil Defence (1%) _
Arterial drainage, flood and coast protection (1%)

TOTAL MAFF MANPOWER
( IBAP manpower: BBO)
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THE DEREGULATION INITIATIVE: BETTER REGULATION

5 L |
In my minute of lﬁigpﬂﬁhher %o the Prime Minister I said that
I would shortly be putting to E(CP) details of some wider
raviews together with an overview of the existing rolling
Pro rammeuni_ﬂﬂnﬂiimgntal ;ggiews, before we report to
Parliament, The Prime Minister has now said that she is
content with my proposals, subject to your point about matters
of fiscal policy. The attached paper therefore incorporates
language agreed with your officials.

As 1 made clear to the Prime Minister, we now need to
concentrate on tackling deregulation from the practical point
of view of people starting up and huildlng_ﬂ businass. Using
this approach, we shall Took at the practical experience of a
number of entrepreneurs in contending with what they have
found to be a time-consuming and distracting range of
government requirements in various fields. We shall then see
what more can be done to help different types of enterprise
contend with "bureaucratic pollution® in the system,
particularly where this has the effect of creating barriers to
entry.

At the same time I believe colleagues should welcome efforts
to look more widely at the cumulative compliance costs for new
and growing businesses and at barriers to the development of
the flexible work force. In addition I will be seaking a
positive response where the current review of the
administration of business licensing shows there is scope for
cutting down and streamlining the extensive range of licensing
requirements. The creation of a database to enable anyona to
identify quickly which licences they need and how to obtain
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CONFIDENTIAL

them should in turn facilitate the growth of new businesses.
I therefore hope that departments will cooperate in exploring
the scope for effective action in these areas.

I should be grateful for any comments you or colleagues may
have by 19 December at the latest so that we can provide our
promised report to Parliament (along the lines recommended in
Annex D of my attached paper) before the Christmas recess.

I am copying this to other members of the Cabinet, to
Ministers with departmental responsibility for deregulation,
and to 5ir Angus Fraser and Sir Robin Butler.

x!_'.“ i -l.-L.__J
%

N

[Approved by the Secretary of State
and gigned in his absence)
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MINISTERIAL COMMITTEE OW COMPETITION POLICY
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ROLLING PROGRAMME OF DEREGULATION REVIEWS

Bote by the Becretary of State for Trade and Industry
and President of the Board of Trade

Summacy

17 The Rolling Programme approved by the Prime Minister last
year commits departments to a step by step review of
requirements they impose on business, to see whether they can
be made less onerous. We have a commitment to report the
results to Parliament. The reviews so Far completed will
provide a range of improvements, as well as some cost saving
within departments. But we are in danger of losing momentum

as we enter the second round.

Z. Most colleagues have now nominated new reuigy_}apics. but

the programme as a whole is still rather.gﬁinﬂin terms of

potential gains. I have therefore jdentified some wider

—

reviews to serve as a new stimulus for our work, If
colleagues agree, I will include these intended reviews in my
report to Parliament due before the end of this year.

First Round of Reviews

3. A list of the twenty-two reviews to be conducted was
announced to Parliament on SI_EEEQE;y_ An interim report to
the Prime Minister on 24 July indicated generally satisfactory
progress. 5Sixteen reviews are now complete, promising
worthwhile benefits. A few of the more complex reviews have
still to be finalised but already look encouraging. (Annex A
provides a tabular summary of this first round.)
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Second Round

[ Given this headway I am dlﬁappclnted that a number of the

tap1c$ now put forward for ‘the second rﬂund are not VEery
CDmpElllnq‘ Indeed some do not look capable of producing
subsbantlal benefits and MAFF haﬁgm}ét LG put forward a
candidate. The list {at Annex B} is therefore not
5uffiéiéntly challenging. I accordingly see a need to change

the emphasis of our work by pursuing some wider reviews aimed

at a reduction in the cumulative burdens on start-ups and

emaller bhusinessas.

Wider Reviews

5. I recommend that DTI together with officials from other

relevant departments should review the scope for

— s

(l)simplifying the impact on new and grﬂhlng businesses
of the battery of regulaturg hliqatinns imposed on a
range of businesses;

{2) reducing compliance costs in the company law field,
T — Yo e —
and in the taxation field other than those which have
already been reviewed or which flow from fiscal

policy decisions;

reducing barriers to the development of the flexible

workEorce;

(4) speeding oup and simplifying the extensive range of
business licensing Eyﬁieﬁ;.

Officials should consider whether there are worthwhile
benefits to be secured in these areas and where appropriate
identify how this should be done. More details are at Annex
e




Feport to Parliament

6. In announcing the toplcs for the first round my
predecessor promised to report the results to Parliament. I
propose to make an announcement before the Christmas recess
summarising the results to date, but concentrating on the
proposed new reviews. The proposed text is at Annex D.

Recommendation
I invite the sub committee to

| {a) endorse the proposed new reviews outlined in
paragraph 5;

I{b] endorse the terms of my proposed report to
|

ﬁ Parliament.

December 1989




ROLLING PROGRAMME OF DEREGULATION REVIEWS
REPORT ON FIRST ROUND

Requlation of non-life insurance ([DTI)

Stesl scrap export licensing (DTI)

EC copper scrap export guotas (DTI)

Export procedures review implementation (DTI, C & E, MAFT)
Control of sheep scab (MAFF)

Record-keeping requirements under the VAT second-hand schemes
(C & E)

Export data capture [(C & E)

Review of Section 139 of the Factoriess Act 1961 and related
lagizlation (HEC)

Approved suppliars list (DH)

PAYE communicaticons between employers and Inland Revenuae (IR)
Forms (OMCS)

Enguiries of business (DES)

Regional Selective Assistance (DTI)

EC fruit and vegetable marketing standards (MAFF)
Work permit scheme (DE and HO)

Special Industrial Use Classes Order (DCE)

NHS model standing ocders (DH)

Administration of licenzing (HO)

Data Protection Act (HOQ)

Passenger and goods vehicle operator licensing (DTR)

Business liceanszing (EDU)

Fire and building regulations EDU)




Rl |

1} Regulation of
Hon-Li Ffa
Insurance

I+ 3]

Steel Scrap
Export Liceansing
& Copper Scrap
Ouctas

4) Export
Procedures
Review
loplementation

ROLLING PROGRAMME OF REVIEWS;

Main Purposa

To simplify data
collection reguirementa;

To review nead for Steal
Scrap Export Licences &
Copper Scrap Quotas.

To implement recommenda-
tiona of EDU Export
Procedures Reviaw.

5} Control of
Sheep BScab

To minimiae burdens on
Earmers while safe-
guarding disease control.

. ABH

TABULAR SUMMARY

Progress /Outcome

Raeview complete.
i Gresn Paper may
Eollow.

Reviaws complete,
Surveillance

licenaing of steal
gorap abondoned .

The UK is seeking

the elimination of the
copper scrap quotas

in EC negotiations.

Ongoing. Progress
report due by end
of yvear.

BY DEPARTHMENT

Consultations
with business

tr e

Widespread
conaguliation
with industry,
professional
bodiea and
COTSUNE F
associations.

Trade aasocla-
tions and main
companiesa.

Widespread
consultation
Wwith business,
trade associa-
tions and
eiport agencies
incorporated in
review,

Savings/Benefits

Long-=term
changes Lo
procedures may
resulc,

Elimination of
unnecessany
bureaucratic
proceduraes.

Considerable
cumulative
savings, through
Eimpler
minimised export
control
procedures.

Completed and agreed
by Miniaters; Dipping
requirements reduced.

42 private &
pulzl 1c
organisal ionsg.

ESm per year
for sheap
industry.




Customs & Excise

6) VAT on second
hand goods

7) Export Data
f:.nj:'.l LuiEe
eRport

To reduce record Keaepling
requiremants for VAT
gecond hand achemes.

To examine scope Eor
increasing dicect
trader input of export
data into Customs
computers.

Health & Safety
Commission

B) Section 139
of Factorles Act

Reviews reguirement for
employers Lo post
detailed notices of
health & safaely regula-
tions in workplaces.

Efggrenﬂﬂﬂutcnme

[ —— S E—————

Raview compleled and
agreed by Ministers;
elimination Of Soum
records & reduction of
aothars.

Review compleled and
agreed by Ministers;
confirms desire of
trade Lo make more

use of computer input;
recommands Lailoring
af exiating procedures
o particular business
circumstancas.

Completed & agreed by
Miniasters; requirement
Lo isasue formal
notices detailing the
law to be abolished.

DH

9) HHS Approved
s Supplier Lists

@

To atreamline HHS system
for approving suppliers.

Complete & approved

by Ministers; require-
ment for separate
approvals in each RHA
to be replaced by new
mutual recogniltion
BysLens.

Consultations

with Euﬂinggg

Cusstionnaire
tox 400
businessaes plus
conaultation
With trade &
othear bodias,
Press & trade
advertising.

1000 gquest ion-—
airas ta
buginesses plus
conaultation
with trade
bodies, Preas

£ trade
advertising.

Considered by
Health & BafelLy
Commiasalan
(CBI, TUC & LA
ceps).

Benefits
usiness

Benefits will
apply to aboul
100, D00
tradaers.

Appreciable
compliance cost
savings antici-
pated.

All businesses
will save btime
in cbtaining

& posting
Hotices plus
E20,000 per veal
on purchasa,

WHS Suppliers,
aother large
Eirms, relevant
Lrade associa-
Ltions.

Elimination of
duplicated
effort by firms
& RHAs, Elm
saving to HHS &
€lm savings to
business.




Review

!nland Hevenua

10) PAYE
Communlications
with Ewmployers

Main Purpose

To streamline & improve
communications betwaen
Revenue & firms about
PAYE.

OMCS

11) Government
Forms

To reduce burden of

Government Forms on

business.

Progress/Outcome

Review complete,
Becommendat ions
include elimination of
sfome regquiremanis b
procadures, aimplifli-
cation of others,
béatter guidance & more
parsonal contact.

Conasultation
With 22 rep.
bodies, 141

Lé l ephanea
interviews with
employers,
meatings wWwith 3
large companias
E Advisory
Panel on
Deregulation,

Savings/Benefits
to business

Better service
to amployers &
ceduction in
their cowpl ianue
coate anticipa-
ted; Elm saving
per year to
Inland Revenue.

Beview complete and
agreed by Ministers;
recommendat ions
include small
buginess exemp-
Lions, mors pra-
printed information,
uniform form sizes,
mare Elexibility on
degrees of accuracy
& detail required,
more conaultakions
With business.

Individual
businesseas &
accountants,
Association of
British Chambers
of Commercea,
Advisory Panel
on Peregulation.

16,000 forms
aoverad in
review; reduced
compl lance cosls
for firms.

D55

12} Enquiriesa of
Business

..ﬁ. BH

To simplify social
sacurity information
raguirements fFrom
emplovers.

Complete. 46 changes
Lo be made to lessan
cumulative burden on
employers.

15 employer
aorganisations.

Estimated
savings of
approx Elm par
year in
compliance
coata.




Review

DT
13) Reglonal

Selactive
Assistance

Main Purpose

To aimplify payment &
monitoring procedures.

Prngr&aa{ﬂutnnlg

Review complete.
Results of consulta-
tion undar considéara-
tian.

Consultations
With business

Organisations
represanting
amall
businessea.

MAFF

14) BC fruit &
veg marketing
standards

To review BEC frult & vag
marketing regulations and
their impact in UK.

Consultation compleate.
Report in preparation.

95 individuals
E arganisations
in the trade.

Savings/Benefits
to business

Savings to
business of
about Elm per
year.

Hot yet
gquantifiable

DE

15) Work Permila

To enable UK flcma to
hire (non BEC) overseas
sLtaff with minioum of
requlations while safe-
guarding immigration
control & UK resident
enploymant .

Review complete and
under consideration
by miniaters.

Stage II -
consultation
with employer
organisations,
individual
Firms, immigra-
tion organisa-—
tions, trade
uniconae & GovE.
Pepkts. to test
& refine
recommandat iong.

Recomméndations
affect 30,000+
applications per
vaar and should
raduce delays
and compliance
coat Eor Eirmse.




NoE

16) llage Classaa
Drder (Partc 11)

Main Purpoae

To reavied spacial
industrial use Cclasseas
Wwith view Lo rational isa-
cion.

Progress/Outcome

Consultation completa.
Report under conasidera-
tion by ministers.

Consultationa

with business

LPAs, business
L pslann 1ng
professions.

ﬂﬂvlﬂﬂgfggnﬂfita
to businasa

Graater
cartalnty as Lo
whether planning
permission
neaded in any
given instance.

DIt

17) HHS Maodel
Standing Orders

18) Mdministra-
tion of
Licensing

19) Data
Protect 1on

To overhaul Health
Authority procedures Eor
tendering and contracting
in order to extend
compatition and best
procurament practicae.

Raview complete.
and being considered
by ministers.

MHS Suppliers,
and companies
with large
proOcUurement
pProdgrammes.

RBeductlions in
cogts of tender-

ing & supply.

To review administration
of business licences for
whiéh H.D. rasponsible.

To review implementation
of Data Protectlion Act
1984 with special ref.
to impact of registra-
tion reguirementa on
USACS.

Consultations completea.
Report in preparation.

Consultations complete.
Report in preparation.

Hepresentative
asaociations,
administaring
bodies,
departmental
SOUrcas.,

Data Protectlon
Registrar has
congulted
@xtangively.

Simplification
of forms and
BYystLams.

Mot yet
gquantifiable.




20) Passenger k&

Goods Vehicle
Opagrator
Licensing

EDU

21) Business
Licensing

22) Fire &
Building
fegulationa

EDW 1989

.M.E

Main Purpose

To consider scope for
reducing licensing
requiraments on goods
and passenger vehicle
operatora.

To review the administra
tion of busineas 1icences

required by Central

Government Departments.

To review overlap and

implementation of fire

& building control
regulations.

Progress/Outcoma

Initial review
completed and
results of
consultations will
be put to ministers
in November.

Consultations
with business

Relovant Trade
Assoclatlonsg,
individual
operators, LAs,
HFU, Civil Trust
Transport 2000,

Savings/Beneflits
to business

Reduction in
the financial
hurden on
oparators.

EDU has gathered

information from Depls

and is evaluating and
comparing systems
and practices.

Consulbtants repork
received. Report to
miniaters in prepara-
Eion.

Widespread
conaul tat ion

Lo be under-
taken when
options for
change have
been identified.

Widesproad
consul tationa
completed.

Reduced
compliance coslas
for businessa;
speedier
procedures.

Clearer simpler
and more
effective
procedures.




TOPICS FOR THE SECOND ROUND OF DEREGULATION REVIEWS

Items put forward by Departments since the July report to
the Prime Minister are identified *

{i) Industrial oils reliefs: and

{ii) Methylated spirits reliefs
Review the burden placed on businesses by current
administrative procedures, and consider whether the

records required to be kept by users can be simplified.

(1iii) Production and dissemination of information to the
trade and public *

Review will include the provision of VAT advice to
business and the effectiveness of communications with
new business,

Review of CAPRICODE guidance

Review the procedures governing accountability in the
NHS Bullding Programme (CAPRICOCDE) to ensure that no
unnecessary restrictions are placed on the construction
industry,

General Development Order

Review the scope for further simplifications:

a} in relaticn to uses of open land and existing
buildings in the countryside; and

b) 1in relaticn to non~domestic property.




- .

Service to business in the new Hational Insurance
Contributions Unit.

Review those areas of the Unit's work which provide a
service to business and make recommendations on how
these can be improved and burdens reduced.

(i)Company law exemptions for private companies

Review the provisions for their impact on non- public
companies.

Regulations made under Part II of the Consumer
Protection Act 1987

Review the need for regulations in the light of the
development of industry standards.

CB radio licensing

Review wvarious options for improving the present system
of CB licensing.

Fixed-link radio user access system

Introduce a user accessible database for radio fixed
links,

Type approval procedures for egquipment on merchant
shipa,

Review scopa for changing procedures in order to reduce
cogts to UK ship-owners.

Betting-shop hours of opening

Consider an extension of the permitted opening hours

beyond the existing statutory closing time.




Strategy for negotiating EC health and safety

Directives

Assess general lessons for presant and future

requlatory policy based on experience of negotiating EC
health and safety Directives.

P1l1D"s

Review the PllD form and procedures with a view to

reducing the burden they impose on employecs.

The Civic Government (Scotland) Act 1982, *

Review the working of the Act, with particular
reference to the scope for reducing inconsistencies in
optional business licensing powers of local

anthorities.

Registration and inspection of independent

schools in Scotland.*

Review procedures to assess whether the system 1s
burdensome for school proprietors and what scope exists
for simplification.

Proposals awalted.

Proposals awaited.

¥o proposals offered for round.

Ho proposals offered for round.

Mo proposals offered for round.

Ho proposals offered for round.




AHHNEX C

WIDER REVIEWS

{1}y SIMPLIFYING THE IMPACT OF REGULATORY OBLIGATIONS ON NEW AND
GROWING BUSINESSES

Starting and building a business still reguires an individual
entrepreneur to be aware of and respond to a multitude of
requirements from government (both central and local). With the aid
of specific case studies we should build up a picture of these

obligations, as experienced by individual businesses, to evaluate
their significance and to identify ways of reducing their impact.

The case studies I have so far selected would cover the following:-
1. Onshore oil exploration

2. Filling stations

Food manufacturing, retailing and catering, including small-
scale egg production and retailing

Clothing and textiles
. Health care
Financial and professional services
Building and construction
8. Engineering.

They will consist of short sharp studies drawing on the actual
experience of entrepreneurs in the field.

(2) EDUCING COMPLIAMCE COSTS:

(A} Tax Requirements - administrative simplification

In the White Paper 'Releasing Enterprise' of November 1988
(Cm 512) Customs and Excise and Inland Revenue both committed




themselves to place the minimum requirements on business. The
White Paper also reported that the Revenues Departments were
cooperating in a major study, by Professor Sandford and the
Cantre for Fiscal Studies at Bath University, of the
administrative and compliance costs of the entire UK tax system.
It was promised that "the Govermnment will study carefully
Professor Sandford's latest findings when these are published®.

Professor Bandford's work is now complete and polints to
compliance costs for business amounting to some £1.75 billion a
yvear and that these fall disproportionately on small firms. As
part of the commitment to follow up Professor Sandford's work,
afficials from the departments concerned should consider his

proposals for reducing compliance costs for small and medium

gized Firms as Far azs tax administration is concerned.
Dfficials should report back to Ministers on the scope for

follow=-up action.

(B} Company Law Beguirements

Present disclosure reguirements for small companies are still
too onerous. Modified accounts may be filed but this is of
1ittle value as full accounts have to be prepared for
shareholders. From the point of view of the regulation of
company affairs, there is considerable scope for reducing the
information in accounts but the Inland Revenue also rely on
these accounts, and alternative arrangements for companies would
be needed to meet such regquirements. Officials should consider
whether or not various alternative proposals would be

deregulatory and in practice of benefit to small companies,

In addition, the cumulative reguirements of the Companies Act
continue to impose significant burdens on small companies.
Dfficials should identify methods of reducing these, including,

if appropriate, a new form of incorporaticn.




{3} REDUCING BARRIERS TO THE DEVELOPMENT OF THE FLEXIBILE WOREFORCE

The flexible workforce of nearly 8 millien (part-timers, self-
employed, and temporary workers) now forms about one third of the
total. Demographic change and the growth of design, eraft,
consultancy and data processing occupations (which can often be based
at home) point to the need for maximum £lexibility in the
administration of controls covering tax, social security, employment
status and the use of residential property. Officials should weigh
up the relevant factors and assess whether deregulatory moves are
desirable. They should also assess the value of commissioning an
introductory guide for those contemplating flexible forms of work.

(4) SPEEDING UP AND SIMPLIFYING THE EXTENSIVE RANGE OF BUSINESS
LICENSING SYS5TEMS

Where the current review of the administration of business licensing

reveals scope for streamlining systems and procedures and cutting
down on the extensive range of licensing requirements, departments
will be pressed to take action.

Even with this drive towards simplification, new and developing
busine=sses will still face 3 mass of licensing reguirements {because
of the need to safegueard health and safety, professional and trading
standards and honest business practice}. They need some way of
identifying guickly which licences they must have and how to obtain
them. Using the information gathered in the current review and
building on experience with systems operating in Australia, officials
should examine the feasibility of a cross-departmental database to
meet this need,

December 1989







. ANNEX D

"Releasing Entecprisze”™

Question: To ask the Secretary of State for Trade and
Industry, what progress has been made under the rolling
programme of deregulation reviews announced on 31 January by
the then Parliamentary Under Secretary of State for Corporate
.Pl.ffairE-

Answer: Of the twenty-two reviews announced in January all
are complete or nearing completion. They have already
resulted in a wide range of benefits to business, In some
cases it has proved possible to eliminate requirements
altogether;, in others to update and streamline controls.
Quantifiable savings to business from these completed reviews
should exceed E10m pa. Government communications with
business have also been improved through the consultations
which have taken place, as has the service provided by
departments.

Our prime aim remains to remove the time loss and frustration
caused to business by out of date or cumbersome requirements.
We are therefore bringing forward consideration of a number of
wider issues which have an impact particularly on the
development of smaller businesses, together with reviews
designed to identify regulatory barriers to building new
businesses in various sectors.

The full list of new departmental reviews is as follows:-




Industrial oils reliefs; and

Methylated spirita reliefs

Review the burden placed on businesses by current
administrative procedures, and consider whether the records

required to be kept by users can be simplified.

Production and dissemination of information to the
trade and public

Review will include the provision of VAT advice to business
and the effectiveneszs of communications with new business.

Review of CAPRICODE gquidance.

Review the procedures governing accountability in the NHS
Building Programme (CAPRICODE) to ensure that no UNNecessary
restrictions are placed on the construction industry.

General Development Order

Review the scope for further simplifications:

a} in relation to uses of open land and existing

bulldings in the countryside; and

b} in relation to non-domestic property.

Service to business in the new NMational Insurance
Contributions Unit.

Review those areas of the Unit's work which provide a
service to business and make recommendations on how these
can be improved and burdens reduced.




‘E%I (i} Company law exemptions for private companies

Review the provisions for their impact on non- publie
companies,

Regulations made under Part II of the Consumer Protection
Act 1987

Review the need for regulations in the light of the
development of industry standards.

(1iii)CB radio licensing

Review various options for improving the present system of
CB licensing.

Fixed-link radio user access system
Introduce a user accessible database for radio fixed links.
Type approval procedures for egquipment on merchant ships.

Review scope for changing procedures in order to reduce
CcOBtS to UK ship-owners.

Betting-shop hours of opening

Consider an extension of the permitted cpening hours beyond
the existing statutory clesing time.

Strategy for negotiating BEC health and safety Directives

Assess general lessons for present and future regulatory

policy based on experience of negotiating EC health and
safety Directives,




FllD's

Review the P11D form and procedures with a view to reducing

the burden they impose on employers.

{i)The Civic Govermnment (Scotland) Act 19B82.

Review the working of the Act, with particular reference to

the scope for reducing inconsistencies in optional business

licensing powers of local authorities.

{(ii)Registration and inspection of independent
schooles in Scotland.

Review procedures to assess whether the system 1s burdensome
for school proprietors and what scope exists for

simplification.
Faaster and simpler business licensing
Feview feasipility of developing a cross-departmental publiec

database ko enable business to identify quickly and clearly

requirements to be met.
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THE FINANCING AND ACCOUNTABILITY OF NEXT STEPS AGENCIES:
DRAFT WHITE PAFER

Thank you for letting me have a copy of your letter of 4 Defember
Lo Douglas Hurd covering the draft White Paper on Che -“Financing
and Accountabllity of Next Steps Agencies. This is a matter of
very considerahle interest to the Department of Transport in that
we hawve the first Executive Agency to be established {the Vehicle
Inspectorate EAl and three more (Driver and Vehicle Licensing
Agency; Driving OGStandards Agency: and Vehicle Certification
Agency] due Co atCain Agency status Erom 1 April next.

[ wvery much welcome this White Paper as a further extension of
the impetus towards greater efficiency and effectiveness in the
delivery of services which is inherent in the HNext Steps
enterprise; I am happy to support its broad thrust.

As wou say in your letter to Douglas. there remaln a number of
issues, including of course those dealing with the treatment of
running costs in Chapter 3, which will need to be the subject of
rurther comsultation between officisls. As vou wlll know, there
has already been some discussions between our respective people
and [ look forward to these being satisfactorily concluded.

I am sending coples of this letter, as you did yours, to the
Prime Minister, other Cabinet members. Patrick Mayhew. Lord
Cameron, Richard Luce, and Lynda Chalkeri and to Sir Robin
Butler, 5ir Angus Fraser and Mr Peter Kemp.

CECIL PARKINSON
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QUEEN ANNES GATE LONDOM SWIH 9AT

]E_Hecemher A

THE FINAHCING AND ACCOUNTABILITY OF
HEXT STEPS AGEHCIES 4
k:f
i

I very much welcome the proposals set oul7in the draft
White Paper attached to your letter of 4 ﬂﬁcemher Ea Douglas
Hurd, and my officials are in contact with yvours about the
possible development of trading fund regimes in Home Qffice
Hext Steps agency candidates. (They have al=o agreed on a
minor change to Annex A of the draft:; the majority of the
activities of the Forensic Science Service Agency - referred
Lo in Annex A - will be funded by related receipts when it

becomes an agency. OQur aim to charge polica forces directly

for the Service within the next three years was anncunced in

the Government's reply to the Home Affairs Committee's inguiry

intoc the Forensic Science Servicel.

I have copied this letter to the recipients of yours.

The Rt Hon Norman Lamonkt, MP
Chief Secretary

Treasury

Parliament Street

LOMDON ZW1
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The Rt Hon Morman Lamont MP

Chief Secretary 11 DEC 83
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THE FINANCING AND ACCOUNTABILITY OF NEXT STEPS AGENCIES -
WHITE PAPER -

Thank you for sending to me your letter of 4 Dec éf to Douglas
Hurd and a draft of the White Paper on Next Steps” Agencies.

I am contant with the draft and with vyour proposals for
publication.

I am ceopying this letter to the Prime Minister, Douglas Hurd,
Richard Luce and to Sir Robin Butler, Sir Angus Fraser and Peter
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DEPARTMENT OF SOCIAL SECURITY

Richmond Howse, 79 Whitehall, London SWlA 2NS
Telephone 01- 210 3000
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From the Secretary af Stoale for Social Security

The Rt Hon Morman Lamont MHP

Chief Secretary to the Treasury

HM Treasury

Treasury Chambers

Parliament Street

London ﬁL‘

sW1 || pecember 19839

e

THE FINANCING AND ACCOUNTABILITY OF NEXT STEPS AGENCIES:
DRAFT WHITE PAPER

.

I have seen your letter of 4 December to Douglas Hurd, and am
grateful for the opportunity to comment. In general, I
welcome the document you enclosed as a helpful clarification
of current intentions for Hext Steps agencies. I know that
there has, as you say, been a good deal of discussion between
pfficials and that minor changes are still being made to the
text to accommodate particular concerns,

The only caveat I would enter is that any document published
at this stage cannot be regarded as definitive for the
foreseeable future. As you know, our officials are still
discussing the arrangements for setting up our major DSS
agencies, and I would not want the outcome to be pre-empted by
anything that is published now. We are bound to uncover
further possibilities and requirements as Next Steps agencies
develop, and we should be prepared to be flexible in
responding to them.

I am copying this letter to the Prime Minister and other
Cabinet members, Patrick Mayhew, Lord Camerson, Richard Luce
and Linda Chalker; and to Sir Robin Butler, Sir Angus Fraser

and Peter Kemp. {i
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THE FINANCING AND ACCOUNTABILITY OF MEXT STEPS AGENCIES: DEAFT WHITE
PAPER

Thank you for sending me a copy of the draft White Paper. I welcoms

the proposals to extend the range of agencies which will qualify for
trading fund status and I hope that some of my Department's agencies
will benefit from this change in due course.

As you state in your letter, our officials have been considering the
detailed arrangements for applying the wider definition of running
costs. I am content with the draft as it stands. But I will be
looking for reassurance, as the official-level discussions proceed,
that the arrangements will not be applied in such a way as to
undermine the discretion of Chief Executives to manage their
agencies in a sound commercial manner or place unacceptable burdens
on my Department’'s administrative rescurce budget.

I am copying this letter to the Prime Minister and other Cabinet
members, Patrick Mayhew, Lord cameron, Richard Luce and Lynda
Chalker and to Sir Robin Butler, Sir Angus Fraser and Mr Peter Kemp.

, -
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"l ‘\? cEr1s PATTEN

{Approved by the Secretary of State

and Signed in his Absence)
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From the Private Secretary

& December 1989

THE FINANCING AND ACCOUNTABILITY OF NEXT STEPS AGENCIES:
DRAFT WH PA

The Prime Minister has seen a copy of the cChief Secretary's
letter of 4 December to the Foreign and Commonwealth Secretary
attaching the draft white paper on financing and accountability
of Next Steps Agencies.

She is content with the terms of the White Paper subject to
the views of colleagues. She welcomes the positive contributien
it will make te preducing financial regimes and methods of
accountability for Agencies which will help to increase their
efficiency and quality of service, whilst maintaining necesszary
Ministerial and Parliamentary controls.

I am copying this letter to the Private Secretaries to the
other members of Cabinet, Juliet Wheldon (Law Officers:®
Department), Martin Le Jeune (Office of Arts and Libraries),
Myles Wickstead (Overseas Development Administration), Scnia
Phippard (Cabinet office), Sir Angus Fraser and to Peter Kemp
(Cabinet office).

CAROLINE SLOCODCE

Miss Carys Evans,
Chief Secretary's Office.

wf PO




10 DOWNING STREET
LOWDON SWIA 2AA
Fram the Principal Private Secretary

& December 1989

s T

FRIME MINISTER'S VFM SEMINARS: 1930 PROGRAMME

The Prime Minister has considered your minute te me of
29 November in which you suggested nine possibilities and invited
her to select Bi¥ or seven. Har reaction was to go for a
glightly smaller programme of around five.

Ehe doubts whether a seminar for the Department of Energy is
necessary as the next major decision, to be taken after the
elaction, is whether it should remain in existence as a separate
department.

Inland Revenue is an example of a well run department. In
commenting on S5ir Angus Fraser's annual report on the work of the
Unit, the Prime Minister said she wished to concentrate the
seminars on the "weaker brethren".

The Home Offlce was tackled cocnly a few months ago and some
procurement issues came up at the MOD seminar in June. This
indicates that these two should be left to the start of 1991.

This leaves for 1990:

Employment
FEA
Environment
Transport
DTI

I suggest that we try to take the first three before the
summer break and the last two in the autumn. Amanda Ponsonby is
now trying to set up dates.

I am copying this minute to Sonia Phippard in Sir Rebin

Butler's Office.
Yﬂ"-l'-—ﬂ ~ el el N,
Ay-d-d"‘"-' ilﬁ.ﬁ"}""-""‘
(ANDREW TURNBULL)

Don Brereton, Esg.
Efficiency Unit.
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LONDOM SWIA TAA

From the Private Secretar 5 December 1989

Further to our conversation last week 1
am writing to confirm that the new date for
the Prime Minister's seminar on Value for
Money in the Ministry of Agriculture,
Fisheries and Food is Wednesday 20 December.
The meating will begin at 1545 and should
last until 1700.

I am copying this letter to the Private
Secretaries to Mr. D.H. Andrews (MAFF),
8ir Angus Fraser (Efficiency Unit) and to
Sir Robin Butler (Cabinet Office).

(MRS. AMANDA PONSONBY)

anlFuqlnr, Esqg.,
Ministry of Agriculture, Fisheries and Food.




DRAFT WHITE FAPER OH THE FINANCING AHD ACCOUNTING OF HEXT STEFS
AGENCIES
———

I attach a draft White Paper from the Treasury which is to be
jointly presented by Mr Lamont and Mr Luce. Peter Kemp has been

—

closely involved in producing it.

L

I do not suggest you plough through it: some of its key points are

noted balow. —_——

The Paper sets out the thinking behind the new legislation to
enable certain Next Steps Agencies to become trading funds. as
trading funds, Agencies can becoma more or less self-financing,

using their income from raceipts to meet their costs. The new

legislation wnﬁI& allow caﬁpanies House, for example, to become
trading fund provided it met certain eriteria. The White Paper
sels gut these out, together with the controls under which they

will eperate.

—

It also sets out more flexible financial arrangements which other
Agencies - which do not cover all their costs by fees - might use
to achieve better results and greater value for money whilst
ensuring effective monitoring of civil service running costs
ovaerall, Technical changes are proposed which would make it
possible quHFE?TIEhent to keep full track of clvil service
running costs whilst allowing aqenaies to use what receipts they

——————
generate to cover some of those costs.

Other changes set out include ones which would enable greater
viring of funds between budget subheads - where this is justified

and can be properly contreolled by the Treasury.

The draft White Paper strikes me (as someone who used te work on
Next Steps) as valuabla and positive; and I am sure it will be

===

welcomed by the new Agencies.
—




Are you content to endorse the terms of the White Paper and to

welcome the positive contribution it will make:

- to producing financial regimes and methods of accountability

for Agencies which WITT TETIP to increase their efficiency and
guality of service: -

- whilst maintaining effective Ministerial and Parliamentary

control?

——

oA

Caroline Slocock
5 December 1989
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The Rt Hon Douglas Hurd CBE MP
Secretary of State for Foreign Affairs

Foreign & Commonwealth Office
King Charles Street

Landan
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THE FIMANCING AND ACCOUNTABILITY OF NEXT STEPS AGENCIES:
DRAFT WHITE PAPER

1%-December 1989

As you know, we are legislating this Session to extend powers,
originally taken in 1973, under which the Government can set up
trading funds. The policy was agreed earlier this year, and the
Bill will very shortly be considered by Legislation Committee with
a view to introduction in mid-December.

"2. In announcing our intention to legislate, we also said that
the +trading fund Bill would be accompanied by a White Paper
explaining its main provisions and giving a wider account © the
financial arrangements for Next Steps Agencies and their
accountablllty within Government and to Parliament.

————————

3. 1 attach the draft White Paper, on which there has been
consultation between officials. You will see that I intend to
present it jointly with Richard Luce, who is content.

4. The main objectives of the White Paper are to explain how

financial mapagement within Government, and its interaction with
tH@ Supply process through which Parliament controls expenditure,

lexible so that they wil etie akdact the

therefore, some of the material is rather
technical. But Next Steps has generally attracted attention and
we expect the White Paper to generate a good deal of interest when
published alongside the Trading Fund legislation, particularly in
the Treasury and Civil Service Select Committee, the Public
Accounts Committee, and, in due course, other Select Committeeas
when they turn their attention to individoal Rext Steps Agencies.

5 After two Bhort introductory chapters, Chapter 31 describes
the arrangements for managing the finance of those Agencies which
will remain fully within normal Parliamentary Supply; and
includes a broad statement of intention to make the running costs
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system more adaptable to parte of the Civil Service which generate
raceipts. These aims are expressed without prejudice to the
detailed arrangements within Government for managing running cosets
on this wider definition, on which there will be further
consultation between officials.

6. The main purpose of Chapter 4 is to explain why we want wider
trading fund powers, and how we intend to use them. This should
be helpful in proceedings on the forthcoming Bill.

T Chapter 5 explains the arrangements for Next Eteps Agencies'
reporte and accounting to Parliament. These will be more
demanding, as regards both financial and guality of service
performance, than has been generally required of the Civil Service
in the past, though there will be some scope for flexibility over
the detailed acecounting obligations of individual Agencies.

8. SlNnce we are aiming to issue the White Paper when the Trading
Fund Bill is introduced - perhaps in the second half of the week
beginning 11 December - I would be most grateful for any comments
on the draft White Paper by the end of this week if possible.

- 1 am sending copies of this letter and its enclosure to the

¥ Prime Minister and other Cabinet members, Patrick Mayhew, Lord

P = AL

Cameron., Richard Luce, and Linda Chalker; and to
Sir Robin Butler, S5ir Angus Fraser, and Mr Peter Kemp.

= Tom_ =




THE FINANCING AND ACCOONTABILITY OF HNEXT S5TEPS AGERNCIES

Prasanted by the Chief Secretary to the Treasury
in association with the Minister of State, Privy Council Office




1. INTRODUCTION

1.1. In 1988 the Government launched a major initiative in Ciwvil
Service management in response to the Efficiency Unit report
"Improving Management in Government: the Next Steps”.

1.2. The financing and accountability of “Mext Steps® Executive
Agencies, described in this White Paper, will be central to the
main purpose of the Government's initiative - to Iimprove their

efficiency and quality of service.

1.3. The White Paper is published in association with the
Government Trading Bill, which proposes an extension of powers tTo
use trading funds to finance central government activities. It
thus explains the purposes of the legislation, in the wider
context of the financial arrangements for Agencies generally.
Although the majority of the Civil Service will continue to be

financed thr0ugh"'the full processes of Parliamentary supply, the
extended powers would significantly enhance the prospect of

improving management in operations which become trading funds.

1.4. Effective management of Agencies will demand better, more
timely and more comprehensive information on all aspects of
business performance. This information will be used to improve
stewardship reporting by Agencies within Government to their
responeible Ministers and externally to Parliament and the wider

public.

1.5. Agency financial regimes will develop and improve as time
passes because HNext Steps is an evolving initiative. The White
Paper describes policy and present practice in its main sections,

as follows:-

Section 2: MNext Steps and Agencies




Agency finance and Parliamentary Supply

Trading funds

Accountability to Parliament

Conclusion




HEXT STEPS AND ACENCIES

2.1. In February 1988, the Prime Minister announced that the
Government had accepted the main recommendations of the report by
the Efficiency Unit entitled "Improving Management in Government:
The Hext Steps."® To the greatest extent practicable, the
executive functions of Govermment, as distinct from policy advice,
would be carried out by clearly designated units, referred to as
Agencies.

2,.2. The main aim of the Next Steps initiative is to deliver
sarvices more efficiently and effectively, within awvailable
resources, for the benefit of taxpayers, customers and staff.
Agencies thus represent a new and distinctive development in the
Government's policies for improving all aspects of Civil Service
managemant . Comments® on the initiative, including the reports
from the Committee of Public Accounts and the Treasury and Ciwvil

Service Committes, have been supportive.

Z2.3. HNext 5Steps recognises that efficiency in managing the huge
variety of Civil Service tasks cannot be achieved by a single
Government-wide method. The managerial structure of Agencies
needs to be tailored to suit individual *"businesses®. Certain key
setandards, particularly those affecting financial propriety and

regularity, must be sustained; but where matters of managerial

judgement rather than propriety are involved flexibility may often
be desirable. The purpose is not for change for change's sake nor
the replacement of old uniformities with new ones. Departments
and Agency managers will need carefully to identify the cbjectives
and potential of each Agency so that its arrangements will lead to
improved performance and closer identification by staff with their
own operational unit and its objectives.

2.4. The Government is now implemanting the progressive programme
for establishing Agencies that the Prime Minister announced. At
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1 December 1989, the Government has established 10 Agencies
employing some B,000 staff. A further [3iB] garvices and
functions, employing some [172,000] staff have been idantified as
firm candidates for Agency status excluding 31 Northern Treland
candidates.* Thea current list of Agencies and announced
candidates at Annex A illustrates the diversity of Agencies - in
tha nature of the service they provide, the type of customer they
garva, and in siza. As the MNext GSteps initiative continues,
further developments, including mOTE candidates, will be

announcoed.

2.5. The Mext Steps Project Manager in the Office of the Minister
for the Civil Service is responsible for planning and managing the
process of change and for ensuring that obstacles to progress are
identified and tackled. His tasks Iinclude developing with
Departments a progressive programme for establishing Agencies and
applying the lessons of the experience gained. He iz answerable
through the Head of the Home Civil Service to the Prime Minister.

setting Up 2 .

2.6. Before any Agency is established, the need for the activity
is reviewed, and alternative options, including contracting out
the work and privatisation, will be examined. Next Steps is
primarily about those operations which are to remain within
Government. But it cannot be ruled out that after a period of
years Agencies, like other government activities, may be suitable
for privatisation. Where there is a firm intention of
privatisation when an Agency is being set up, this will be made

clear.

2.7. The process of establishing Agencies has been described
fully elsewhere, for example in evidence from the Project Manager
and the Treasury to enquiries by a sub-committee of the Treasury

* plthough this White Paper refers mainly to the Civil Service,
members of the Armed Forces will also work in (and sometimes be
Chief Executive of) the Defence Support Agencies announced by the
Secretary of State on 18 October 1989.
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’ and Civil Service Select Committee in 1988 and 19B9 and in a 1989
report by the Committee of Public Accounts.* The process involves
the clarification of the managerial role of the Agency and its
separation from the policy role of the responsible Minister and
supporting officials. It concentrates on the role aof the Minister
and his department as 'owner' and where appropriate customer of
the Agency; on defining the Agency's main objectives and the type
of performance targets and improvements to which it will be
committed; on the powers, flexibilities and accountability of the

Chief Executive; and on the Agency's regimes for financial and
personnel management.

24.8. The outcome is set out in Framework Documents normally made
available to Parliament and published more widely. These
documents recognise the diversity of Agencies in the way that each
is structured and managed, and the degree of management freedom
necessary to enable each Agency to meet its performance targets.

Tha more sophisticated an Agency's internal management

arrangements, the greater the scope for delegation. The Framework
Document provides the basis both for the Agency's relations with
its Minister and department and for its financial and performance

accountability to the Minister and to Parliament.

Eighth Report from the Treasury and Civil Service Committea,
Sesgsion 198B7-HB, HC 494

Fifth Report from the Treasury and Civil Service Committee,
Session 1988-89, HC 348

Thirty-eighth Report from the Committee of Public Accounts,
Session 19B8-8B%9, HC 420
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AGENRCY FINANCE AND PARLIAMENTARY SUPPLY

Financial Regimes

3.1. Government finance for all agencies will be authorised and

controlled by Parliament.

J.2. Within this overall reguirement, the financial regimes of
individual Agencies are tailored to their circumstances.
Fundamental issues are whether their expenditure is provided,
controlled and accounted for comprehensively through normal Supply
procedures, or mainly through a trading fund; and how their
arrangements relate to the control of Civil Service running costs.
This chapter describes the arrangements for Agencies fully within
Parliamentary Supply. The following section deals with trading
funds.

Yote Accounting

3.3. Most Agency expenditure will continue to be governed
compraehensively by Vote accounting arrangements, under which
Parliament authorises expenditure by voting Supply Estimates each
year. Changes to the original Estimate, for example to increase
cash totals or to avthorise spending on purposes not originally
covered, require further Parliamentary approval by means of
Revised or Supplementary Estimates. At the end of the year, cash
accounts to Parliament (the Appropriation Accounts) are rendered
against the Estimate. The Accounts are audited by the Comptroller
and Auditor General and may be examined by the Committee of Public

Accounts .

J.4. Receipts (for example from fees or charges received for

services provided) are normally either surrendered to the
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Consolidated Fund, or appropriated in aid of the Vote.
Appropriations in aid require Parliamentary authority through an
Estimate.

3.5. Most expenditure (current and capital) provided for in the
Supply Estimates is controlled by cash limits, which are limits on
the actual amount of cash that can be spent in any one year. Cash
limits on Voted expenditure are based on, and aligned with,
Estimates. Any decision to change cash limits is announced as
soon as possible after it is taken, usually by way of a written
Parliamentary answer. But the presumption is that, once a cash
limit is set, it will not normally be changed. Cash limits
therefore provide a clear incentive both to expenditure control
and to improving management efficiency. They have been successful
on both counts, and the Government's policy is to extend the
coverage of cash limits as far as possible.

Civil Service Running Costs

3.6. Within cash limits, expenditure on departmental

administration (broadly representing spending on the Civil
Service) is identified through departmental running cost totals.
Such expenditure is generally controlled gross, ie receipts cannot
be used to increase related spending. However, in some cases
whera costs are recovered through related charges, other control
mechanisms involving performance targets and adequate pressures
for efficiency improvements may have been agreed. In thesa
cases, the bodies have been exempted from gross control, although
their net expenditure remains subject to normal cash limits.

3.7. Details of the expenditure thus exempted from gross running
coste control have been given in the 1987 and successive Public
Expenditure White Papers. The performance and management control
e¢riteria for these exemptions overlap to a considerable degree
with those required of Next Steps Agencies, and of the 11 units of
work so far thus exempted over half are now Agencies or Agency
candidates. hks the HNext Steps initiative progresses, the
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Government axpects that over time the proportion of expenditure
exempt from departmental gross running coste limites will tend teo
rise.

3.8. If running costs continue to be defined as departmental
administrative expenditure which the Government controls gross,
this development will mean that an increasing proportion of such
expenditure will not be recorded within running coste totals.
Accordingly, the Government intends to adapt the definition of
running coste so as to provide comprehensive reports to Parliament
on spending for departmental administration. To achieve this,
from 1991-92 onwards, running costs will continue to be defined as
covering current expenditure which ig; broadly, [aly ] tha
administration of central Government departments, but will no
longer be confined to expenditure which is controlled gross.
Within running costs the Government will set limits on either
gross or net expenditure for particular units, as most Fitted.

3.9. This change has two advantages. First it will make it
possible to identify an overall envelope reporting all expenditure
on departmental administration. Second, within the overall
envelope, the actual management of the expenditure will be more

flexible. Where major management change is occurring in units

that could most sensibly be financed through receipts, it will be
possible to tailor the control arrangements more closely to fit
their needs. Parliament will continue to be informed as now of
the nature and extent of the limits on such expenditure which the

Government will be applying each year for each department.

3.10. The Government also intends to identify wmore clearly than in
the past capital expenditure in support of departmental
administration, =soc that, as with other major public services,
Parliament will be able to know the totality of the resources used
for departmental administration.
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Yo Plexibilii

3.11. The principles of Parliamentary control of Government
spending require Parliamentary authority, through a Supplementary
Estimate, before provision on one Vote may be reallocated to
another,

3.12. However, provision may be reallocated between different
subheads within the same Vote - a process known as “virement' -
with the approval of the Treasury. In considering regquests for
virement the Treasury always has in mind the need to avoid
infringing Parliament's control of expenditure and may refuse a
Department's request if, for example, expenditure would be on a
new service to which Parliament has not yet given approval. If
the Treasury is not prepared to agree to virement the department
needs to seak Parliamentary approval by means of a GSupplementary
Estimate to reallocate expenditure between subheads.

3.131. The separation of provision between different WVotes or
different parts of a Vote generally reflects different kinds of
expenditure or different expenditure objectives. However in some
cases the borderline may be less clear - for example where it may
not be feasible to predict in advance and in full detail whether a
particular service or policy objective is best delivered by

spending through one channel rather than another, for example

through a running costs subhead or a closely related programmne
subhead.

3.14. In such cases, where the efficiency of in-year resource
management would benefit, the Treasury will be willing to define
in advance the conditions in which a department and its Agency
might expect Treasury support for a Supplementary Estimate to
reallocate provision between WVotes; or Treasury agreement to
virement between subheads (including into running costs subheads)
within the same Vote. The Agency management will thus know where
it stands and can be confident of the parameters of flexibility

within which it can manage its overall resources.
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3.15. However, the Treasury will reach such understandings only
where it is clear that they imply no departure from the underlying
ocbjectives of the original Vote or subhead, and the amounts
concerned are marginal relative to the s8ize of the recipient
subhead. The Treasury will not reach any advance understandings
over, nor use its powers of virement in relation to, reallocation
from programme inte running costs subheads where the underlying
objective of the provision as originally voted reguires it to be
spent outside Governméent departments - for example, on social
security benefits or grants to industry; or on public services
other than the Civil Service such as the NHational Health Service.

F:16: In cases not subject to the limited and defined
understandings described in paragraph 3.14, the present policy of
presenting an Excess Vote in the event of a running costs limit

being exceseded will continue.

3.17. In a similar spirit, the Treasury will alsc be willing to
define in advance the circumstances in which Departments and their
Agencies can expect Treasury agreement to Supplementary Estimates

to increase expenditure in line with receipts - for example where

these are larger than was anticipated in the original Estimates;
or te provide for services for which payments were received in the

previous financial year.

Bad- flexibilit

1.18. An end-year flexibility scheme for central government
"capital expenditure was introduced in 19B3. Subject to certalin
criteria, it enables departments to carry forward to the following
year underspends of up to 5 per cent of their capital provision.
Last year, a new end-year [lexibility scheme was Iintroduced to
enable qualifying departments to carry forward underspends of up
to 0.5 per cent of running costs provision under gross control.
These arrangements aAllow a more flexible approach to the normal
annual control of publiec expenditure, while maintaining the prin-
ciple of annuwal Parliamentary control of Supply; surplus money
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must still be surrendered at the end of the year, and the carry
forward must be Voted the following year in Supplementary Esti-

mates.

: : ; . i al

3.1%. The general framework for providing and managing Civil
Service resources described above will thus give a range of

choices. These include:

whether an Agency's running costs current expenditure
is allocated and monitored gross or net, ie whether or

not relevant receipts influence or determine the amount

it can spend

scope for agreement on the conditions in which the
Treasury will be willing to support Supplementary
Estimates or Approve virement to maximise tha
effectiveness of in-year resource management

end-year carry-forward provisions where appropriate.

3.20. In addition Agencies are securing a range of delegations
and flexibilities from their departments on other financial and
expenditure matters. Experience so far shows that this is where
the major initial impact has been, since departments already have
substantial delegations of financial authority from the Treasury.
The strengthening of management within Agencies which is an
integral part of the Hext Steps approach has given the parent
department the confidence to pass on many delegations to Agencies
where this offers improved value for money. These flexibilities
have included greater freedom to commit expenditure on an Agency's
own responsibility and within its own allocation; in switching
between current and capital expenditure; and in carrying forward
underspent provision from one year to the next. For example, the
Vehicle Inspectorate is free to switch between current and capital
expenditure on all but a small element of their total budget, and
Companies House can carry forward up to 25% of its capital
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expenditure budget from one year to the next. Any resulting
increages in overall annual provision are met in both cases by the
parent Department's capital expenditure programme or from other
parts of its cash limited votes.

3.21. The choices made case by case vis-a-wvis individual Agencies
will depend on the nature of their business and the most suitable

means of improving performance as they develop in their new

Btatus.

Int i b Dl I

3.22. The Government will keep the Committee of Public Accounts
and the Treasury and Civil Service Committee 1in touch with
developments; and will periodically inform the Committee of Public
Accounts of the scale and circumstances in which advance
understandings over the Treasury's approval of wvirement between

gubheads occurs.
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Trading Punds

4.1. Through the Government Trading Funds Act 1973, Parliament
enabled the Government to finance some activities through funds

which are for most purposes ocutside normal Parliamentary Supply.

4.2. A 'trading fund' provides a financing framework which covers
operating costs and receipts, capital expenditure, borrowing and
net cash flow. It has powers to borrow to meet capital
expenditure and working capital requirements, and to establish
reserves out of surpluses. Within this framework, it can meet
ocutgoings without detailed cash flows passing through Vote
accounting arrangements.

Parliamentary control is retained through:
the affirmative Order establishing each fund

the scrutiny of statutory annwal reports and accounts, and
the power to examine the fund Accounting Officer.

4.4, Trading funds offer, in suitable cases, both independence of
detailed control and eclear accountability for results and value
for money. With Next Steps and other financial management
changes, the Government expects that a larger number of activities
will in future be judged likely to benefit from this combination
than in the past.
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The Government Trading Funds Act 1973

4.5. The 1973 Act provides powers to establish trading funds for
those bodies named in the Act* or for any other service which
consists of or includee trading operations or operations in the
nature of trading where this appears to the responsible Minister
expadiant in the interests of improved commercial operation and
public accountability. Because a fund's detailed cash flow is
removed from normal Parliamentary supply controls, Parliamentary
approval is required, by affirmative resolution order, to the
gsetting up of each fund and the overall limit on its borrowing.
Parliamentary authorisation is required for Voted payments by
departments to funds (including any payments for goods or services
obtained from a fund); and for lending to funds, which will
continue to be from government sources.

4.6. Under the 1973 Act the accounts of a trading fund are
audited by the Comptrcller and Auditor General, who is required to
lay them before Parliament together with his report. They are
then published as a House of Commons Paper. This provides the
basis for Parliament to consider the performance of the fund
against its financial and other performance targets.

4.7. The 1973 Act also contains more detailed provisions,
relating to the capital debt and assets of trading funds and
their borrowing powers. For example, it enables funds to borrow
from the National Loans Fund (but not from departmental Votes),
and sets a global limit on the total of such loans that may be
outstanding to funds at any one time.

the Royal Ordnance Factories
tha Royal Dockyards

the Royal Mint

Her Majesty's Stationery Office
the Crown Suppliers
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Powers to Create Trading Funds

4.8. The trading funds operating at present under the 1973 Act
are HMSO, the Royal Mint and the Crown Suppliers+. Subject to
Parliamentary approval cof the necessary Affirmative Resolution
orders, further trading funds can be created for activities which
dre 'trading or in the nature of trading'.

4.9. However a number of Agencies which could potentially benefit
from a trading fund regime are currently outside the 1973 Act
powars. These include, in particular, some Agencies such as the
Vehicle Inspectorate resourced from public receipts for goods or
services but performing a statutory and monopoly service for which
the fees are fixed by or under Statute.

4.10. The government has already informed Parliament* that a
number of these Agenclec or potential Agencies would be able to
provide a more efficient and effective service under the more
commercial discliplines of a trading fund, and of its intention to
legislate at the earliest opportunity to extend the 1973 2Act
powers accordingly. The Government Trading Eill, now introduced,
provides the wider powers judged desirable.

Scope of the new powers

4.11. In preparing the Bill, the Covernment has examined carefully
the scope and meaning of the present powers. The considered lagal
advice available to the Treasury is that the ‘trading or in the
nature of trading' provision of the 1973 Act is too imprecise in
its meaning, and too unreliable in its application, to be retained
safely in the legislation.

* The Crown Suppliers will cease to be a trading fund if

Parliament enacts the Property Services Agency and Crown
Suppliers Bill.

Hansard, 1 Pebruary 1989, col. 228
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4.12. The Government therefore proposes to substitute a wider
enabling power for a Minister, with the concurrence of the
Treasury, to establish a trading fund where:

operations are suitable to be financed by a fund, and in
particular the revenue of the fund would consist principally
of receipts in respect of goods or services provided in the

course of those operations, and

it would be in the interests of improved managemeant

efficiency and effectivenass.

These powers could only be exercised if Parliament approved the
necessary affirmative resolution order in each case.

4.13. If Parliament enacts these extended powers the Act as
amended would allow the Government to establish a trading fund for
any suitable body, including any Agency, all or most of whose
income will derive from receipts for:

internal supply transactions (where the customers are
other parts of central government), or trading
transactions in external markets (where the customers
are other parts of the public sector or the private
sector), or both

other services to users outside Government financed
directly by receipts from charges, even where these
services and charges have a statutory basis.

Her Majesty's Stationery Office is an example of the first
category, and the Vehicle Inspectorate, which provides a public

regulatory service, is a potential example of the second.
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4.14. The powers extend only to bodies which generate receipts in
respect of the goods or services provided. Where there are no
such receipts the powers could not be used. The effect is to
exclude areas of Govermnment where the payment is not directly
related to the provision of the goods or services, or where such
payments constitute less than half of the body's income. Thus for
example the administration of social security beneflits and of tax
assessment and collection are outside the powers. For the Ciwvil
Service as a whole, less than one-fifth of its running costs
generate direct receipts so most of its operations are for that
reason outside the scope of proposed powers.

Use of the new trading fund powers

4.15. For activities within thelr scope, the powers will be
enabling. This means that, within the legal limits set by
Parliament, the Government will make a judgement of suitability
before putting before Parliament an Order creating a trading fund.

4.16. The first criterion for assessing suitability is whether, as
a matter of policy, the Govermnment considerz that levels of
activity and expenditure should wvary in line with demand and
receipts. For the Government the prospect of incoma to Cover
costs does not necessarily justify expansion. Questions about the
size of the Civil Service and about priorities in the allocation
of capital resources and personnel need alsoc to be considered
alongside evidence of customer demand.

4.17. Secondly where the Agency is involved wholly or mainly in
providing goods or services to government departments, it will be
necessary to establish that there is a genuine separation between
tha Agency and its customers, and that there is as much
competition as is feasible for the supply of the goods or
garvices. The aim will be to stimulate realistic trading
relationships, based on full cost charging by supplier to customer
for goods or services provided.
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4.18. All Agencies will commit themselves to substantial and
meagurable improvements in performance, in terms of services and
their coste. Where the Government decides on a trading fund +this
important change of financing mechaniem is likely to be a central
feature in the range of management changes stemming from Agency's
creation or develcpment and will itself imply significant benefits
in performance.

4.19. The precise circumstances in which these conditione will be
met may vary, and judgements will be wade in the light of the
circumstances and objectives of individual bodies. For example,
an intention to make the Vehicle Inspectorate into a fund is
already included in its framework  document. The  wvarious
characteristics of the trading fund mechanism - including its link
with the “self-management" ethos of MNext Steps, the higher
financial management skills normally required and in particular
the tighter disciplines it provides for the financing and
utilisation of capital assets - will be weighed case by case.
However, the Government will use the fund mechanism for its
internal supply operations only where there is a genuine
separation between customer and supplier and there is a commitment
tc realising in full the potential for competitive supply in any
given case. The Government will not use the fund powers for
activities most naturally financed through normal internal
allocation and the full processes of Vote Accounting.

4.20. Within government, controls on trading funds will
concentrate on essential strategic matters. The key elements are:

financial controls. The key controls relate to the
annual - positive or negative - level of external
finance (which is the control for public expenditure
purposes); overall levels of borrowing; major capital
expenditure; the establishment and maintenance of
reserves; and the distribution of any surpluses
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the corporate and business planning process, through
which the Government will each year settle the Agency's

performance and financial targets.

4.21. Charges for goods and services usually already reflect full
direct costs, including superannuation, a depreciation charge
based on the current value of fixed assets and an interest charge
representing the coat of capital (the rate now being 6%). The
financial targets for trading funds will be designed so as to
increase their efficiency and effectiveness.

Further amendments to the 1973 Act

4,22, As well as extending the Act's main powers, the Bill also
clarifies or amends the more detailed provisions. The changes are

a
explained more fully in Annex B. They includeinew power enabling

funds to borrow from their departments®' Votes as an alternative
to the National Loans Fund. In general, the Government considers
that where a fund is part of a Ministerial department, or is
executing regulatoery policy for which a Minister has statutory
responsibility, the departmental Vote will be the preferable
source of loan finance because the Minister is thus more directly
answerable to Parliament. Other changes clarify the provisions
covering capital debt and assets wvested in the funds, and
winding-up powers:; and provide for an increase in the limits on
total advances to funds after they are first creatad.

4.23. The changes proposed in the powers on reports and accounts:
these are considered in the following section.
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ACCOUNTABILITY TO PARLIAMENT

>.1. As the Prime Minister has made clear, Next Steps will
involve no diminution in Minieterial accountability to
Parliament. Indeead, the ecreation of Agencies will clarify
managerial responsibilities and reinforce accountability to
Ministers and to Parliament. This is true both of Agencies which
are, or become, trading funds and of Agencies financed through

Parliamentary Supply. The enhanced role and accountability of

Agency Chief Executives and the introduction of Framework
Documeénts will contribute to this for all Agencies.

5.2. The 1973 Act already provides a demanding reporting and
accounting framework for trading funds, which will now be
strengthened further. For Agencies within full Vote accounting
arrangements, new regquirements for reporting and accounting to
Parliament will be progressively introduced. All Agencies will be
expected to produce their —eports and accounts promptly after the
end of their financial year. This material will make Agency
objectives and performance more open to Parliament and to others

with an interest, including customers.

Chief Executives

S:3. A key feature of Next Steps is the personal accountability
of Chief Executives to their Ministers for the discharge of their
responsibilities as set out in an Agency's Framework Document and
the achievement of performance targets. Chief Executives'
authority is delegated to them by Ministers who are and will
remain accountable to Parliament ag a whole (and its Select

Committees).

5-4. The Government therefore believes that the general rule must
continue to be that ecivil servants who give evidence to Select
Committees do so on behalf of their Ministers. In practice, where
a Committee's interest is focused on the day-to-day operations of
an Agency, Ministers will normally regard the Chief E=xecutive as
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being the person best placed to answer on their behalf. The Chief
Executive will be able to inform the Committee how his Agency has
performed its responsibilities. Ministers themselves will remain
fully accountable for all Government policies.

3.3. Agency Chief Executives will in addition be appointed
hecounting Officers or Agency Accounting Officers. The Treasury
and Civil Service Committee (TCSC), Bth Report, 1987-88 Session,
recommended that the Chief Executive of an Agency should be held
accountable &s the Accounting Officer for the Agency. Where the
Agency has its own Vote, the Treasury will appoint the Chief
Executive as Accounting Officer undar existing procedures.
However in the light of the TCSC's recommendation, and in
accordance with the views of the Committee of Public Accounts
committee (PAC), the Government has also accepted that where an
Agency does not have its own Vote and remains part of a Government
Department financed from on or more Vote sub-heads the
departmental Accounting Officer will designate the Chief Executive
a4 Agency Accounting Offizer. These arrangements were announced
to Parliament by the then Financial Secretary to the Treasury on
10 November 1988. Similarly, where an Agency is a Trading Fund,
the 1973 Act requires the Treasury to appoint an Accounting
Officer and the policy will be to appoint the Chief Executive.

5.6. The Chief Executive's duties as either Accounting Offiecar or
Agency Accounting Officer will be related toe the powers and
responsibilities agsgiqgned to him in the Agency's framework
documant. He is liable to be summoned to appear before the PAC to
giva evidence about the expenditure of his Agency. where his
appointment is that of an Agency Accounting Officer the PAC have
indicated that they would probably wish to take evidence both from
him and the departmental Accounting Officer. The PAC will
similarly have the opportunity, if they find it helpful, to take

evidence from the departmental Accounting Officer as well as the

Chief Executive when they are examining the affairs of an Agency
which is a Trading Fund or which has a separate Vote.

5.7. In all cases where an Agency is part of a department, its
Permanent Secretary wwill remain its official head and the
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Minister's principal adviser, and as departmental Accounting
Officer will be specifically accountable for the functions
assigned to the department (rather than the Agency) in the
framework document. In particular, in the case of a Trading Fund,
the departmental Accounting Officer will remain accountable for
all payments to the Agency from Votes for which he accounts,
whether these are loans; grants or payment for goods and services
which the Agency supplies to his department. However, the trading
fund Accounting officer will be fully accountable for all spending
from his fund, and will sign and answer for itse accounts.

Framework Documents

5.8. The Framework Document for each Agency is a new and key
element in the accountability process. Objectives for units of
Civil Service work have existed since the Financial Management
Initiative, but they have usually been for internal management

purposes. Framework Documents, which are normally made available

to Parliament and published more widely, set out explicitly for
each Agency its aims and cbjectives, and the boundaries between
policy and service delivery functions. They also describe the
monitoring, accountability and reporting patterns between the
Agency and the Department, the financial and perscnnel management
fleaxibilities that the Agency will have, and the Accounting
Officer status of the Chief Executive. They are essential to Next
Steps, in that they publicly set out the respective roles of
Ministers (and the central divisions of their departments) in
policy and strategic management and those of Agencies in execution
and delivery; to define clearly the tools that each will have and
the measures for assessing Agency performance; and to make
transparent the resulting accountabilities within Government and

to Parliament.

Trading Funds

5.9. The trading fund legislation will continue to impose
statutory obligations on all funds, whether created under the
existing or the extended powers, to
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prepare full accounts for each financial year; the way
a trading fund operates means that these have to be

commercial-style accounts

send the accounts to the Comptroller and Auditor
General for audit, laying and publication, with his own
report, as House of Commons papers no later than the
end of November each year.

5.10. The Bill will require the preparation of annual trading fund

reports and the Treasury will have powers to direct their form and
content. It is intended that reports should give, for example:-

the main aims and activities of the Agency

any background detail essential to understanding the
reports and accounts, including the financial
objectives which have been set

a review of the activities over the past financial year
and the financial results achieved in terms of the
resources (including manpower) allocated to the Agency

a report of performance against efficiency and gquality
of service targets over the past year, set against
previous trends

a summary of key targets for the future.

The exact format of reports, and their degree of detail, will be
for the responsible Minister and the trading fund to decide in the
light of its circumstances and cbjectives. But all targets will
reflect the more demanding performance expected of HNext Steps
Agencies.

5.11. The 1973 Act already enables the Treasury to direct the form
and content of accounts. To put beyond doubt the Treasury's
powers to ensure that trading fund accounts presented to
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Parliament are comprehensive in coverage and consistent in form
and that they will as necessary reflect changing circumstances,
the Government has incorporated inm the amending Bill a more
explicit power enabling the Treasury to direct their content,
methods and principles as well as thair form.

5.12. The legislation will continue to require the Treasury to
appoint an Accounting Officer for each fund. The intention is to
appoint the Chief Executive. He or she will thus be fully and
directly responsible to the Minister for the general management of
the Agency as well as to Parliament for the regularity, efficiency

and effectiveness of its expenditure.

5.13. Through these provisions, Parliament will have for each
trading fund an annual report, and a set of accounts with a report
from the Comptroller and Auditor General. Together these will,
relevantly and consistently, describe its financial position and

performance.

5.14. In addition to reports and accounts for each individual
trading fund, the Government considers that Parliament would
walcome a broader periodic report from the Treasury summarising
general trends in the use of the trading fund powers and such
assessment of their effectivensss a3 may from time to time be
nseful. The Treasury will in due course consult the Committee of
Public Accounts and the Treasury and Civil Service Committee on
this matter, and on gquestions of timing and coverage. The
Treasury would not anticlpate preparing such general reports until
there were a sufficient number of trading funds to Jjustify doing

S0,

Agencies under full Vote Accounting

5.15. At present Civil Service expenditure, like all other Voted
provision, is brought to account in the Appropriation Accounts.
In addition, units which generate significant receipis prepare
memorandum trading accounts. Thase may form the basis of a report
to the Committee of Public Accounts where the unit iz under
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recovering costs, but otherwise - in the large majority of cases -
the memorandum trading accounts are for internal management
purposes. They are not audited by the Comptroller and Auditor
General or published.

5.16. Por Supply-financed Agencies, Parliament's primary control
over expenditure will continue to be through Estimates and
Appropriation accounts. The normal practice will be to supplement
these by commercial-style accounts prepared on an accruals basis
and including balance sheets. As with Trading Funds, the Treasury
intends to ensure that Supply-financed Agencies' accounts are
reasonably consistent in coverage and form and meet needs and
circumstances as they develop. The Government is therefore taking
the opportunity of this legislation to extend the Treasury's
powers of direction over Government accounts generally, so that
they will include the accounts of all Supply-financed Agenciaes.
The relevant provision is in c¢lause 3 of the present Bill.

5.17. In exercising these powers over accounts, if enacted, the
Treasury would reflect the same general intentions as for Trading
Fund accounts described in 5.9 above. The aim is to match good
practice in guality, timeliness and coverage. However, Supply-
financed Agencies will have a greater variety in their
circumstances and size and, initially, in the state of their
development. For example, some will be financed wholly or mainly
from trading or fee receipts, while others will receive their
resources through internal Government allocation. The form of
accounts sultable for each Agency will need to reflect its
characteristics, though suitable reporting of ASSaLs and
liabilities as well as cash flows will normally be required as
soon as the data is robust enough to be auditable.

5.18. These accounts will be andited by the Comptroller and Audit
General, laid before Parliament and published with each Agency's
annual report. The accounts and reports will increase the
transparency of the Agency's financial management and performance
record to Parliament and its Committees and more widely. It will
also support the Government's general drive towards improved
financial management throughout the public services.
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'l' 6. CONCLUSION

6.1. The changes described in this White Paper, including theose
reprasented by the trading fund legislation now before Parliament,
reflect the aims of the Next Steps initiative and of continuing
Government policy for the improvement of Civil Service management.
Their purpose is to enhance the responsibility and anewerability
of Civil Service managers for the results of their work as well as

their internal management discretion.

6.2. The Government is confident that the changes will lead to
better service to the public and better containment of the
taxpayers' and users' COStE. Increased transparency and
accountability to Parliament of Civil Service financial management
is central to both of thesa objectives.
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for Trade ard TndustTry) seryvices and for desigene

L Figwre does mot include Service personnel.

m Fligwres not separately Tdentifisble wntil the current finencial structure has been reorganised ss  part
of MO0 s Mew Mahsgesent STrabegy.

n Defence Suppori Agency of the Ninistry of Dafemce - run om Bext Steps principles bu tresaining within
the defence chain of comsand.

@ Mot yer publicly snnounced.




.nn‘lur:; Carries out public snguirfes 560
InspecTorate end appeals on planning.
{Secreatary of STate housing, highueys, snd
for the Emvironment) oiher Batiers

Rad i ccomminf cat ion Responsible for sast €ivil W0 1w {ir)
DHwision rodio satters Theluoding
[Secretary of State regulation of radis Treguency
for Trode and Industry) and provides &ipsdl secyice
to the sovernment in Che
field aof Fadic Fegulatich

EAF Training Prowides afr and Grewnd
Drganisation [r) training for the BAF and
[Secretary of State pther seFvices

for Defence]

Royal Mint The marufscture ard

(Chancel lor of the dlstribution af UE ardd

Excheguer) oversedd cain (eirculating
and commpRcraTive); Badale
snd ceals

Royal Parks Manageseni of the Boyal 13 {3.3)
{Secretary of State Parks
for the Envirocnsent)

Service Children"s Prowides education for
Schools (MY Ewrope) children of service
(Secratary of Stale personnel in GEreany,
for peferce) [r) Belgius and Sardinia

Social Security Proyides computer mnd
IT Saryiicas Erummin {CATan Techrdelogy
Direclorate service for the DES
[(Secretary of State

for Social Security)

Social Securiry ARsEsaeq, TEileE and
Beniwlits sduinisters osial
Adminisrralion secr ity aneTits
{Sscratary of Stake

for Socisl Securfity)

p Figure does mot include Service perscansl.

G Figures mot separately identifiable wmtil the curreat Tinencisl structure has besn recrgamised as part
of MOD's Mew Manogement Strategr.

r Defence Support Agency of the Rinistry of Defence - run on Mexl Steps principles Dur  remalning within
the defence chain of comsand.

£ 1990-8 plarned weles revenus,
t Until eospodition of Agency fe decided, it is mot pogsible to prowide swpenditure totals.
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to L& and international
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Reviews amd controls
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The Financial Arrangements for Trading Funds

48 A trading fund has the financial duty to break even taking
one year with another and meet the further financial targets set
{usually a regquired rate of return on capital employed).

2. A trading fund's commencing capital (ie its total capital
base as at vesting day) may consist of either loans or a mixture
of locans and public dividend capital (PDC). The loan element is
known as the fund's originating debt. The fund pays interest on
ite originating debt and any subseguent borrowings; will where
appropriate schedule repayment of both the originating debt and
other loans; and pay a return on any PDC that may have been
issued.

Commencing Capital

3. Under the 1973 Act, the zize of the commencing capital is
determined by the value of the assets and liabilities appropriated

to the fund. All the assets and liabilities properly attributable
to the operations of the fund must be so appropriated. Bat in

some cases it may be better for some assets to be leased or rented
by the fund rather than appropriated, and the Bill allows for
this.

Fi . ¢ ¢ {ng Capital

4. The 1973 Act enables the Minister responsible for a fund,
with Treasury concurrence, to provide for financing the commencing
capital through either loans or a mix of loans and PDC. The
precise arrangements will need to suit the circumstances of each

Agency. A particular factor will be the interaction between the

revenue needed to achieve the Agency's financial target and that




RESTRICTED UNTIL PUBLICATION

. needed to pay interest on its originating debt at the time the
fund is established. If the commencing capital were financed
solely by loans, the interest payments could in the early years
exceed the financial target, and lead to a conflict with the
break-even obligation. 1In such circumstances the government would
consider issuing sufficient PDC, up to a maximum of 50% of the
commencing capital, so that the interest payments did not exceed
the financial target. Where PDC is issued, the Agency will be
required to publish S-year forecast dividend profiles, rolled
forward pericdically, showing the return that it expects to make
gach year on its PDLC.

5. Undar the 1973 Act, once the commencing capital is
determined, the way it is financed cannot be varied. The Bill
provides a power of subsequent variation to enable the responsible
Minister, over the life of the fund, to keep the aggregrate return
from loan servicing and public dividend capital broadly in line
with the financial target.

6. Arrangements for financing the commencing capital will be set
out in each fund's annual report and accounts.

Source of Loans

7- Under the 1973 Act all loans to trading funds are made from
the Hational Loans Fund (HNLF). The Government considers that
provision should also be made for loans from the responsible
Minister's Votes so that a decision can be made case by case.

Borrowing will be from Government sources.

8. It is envisaged that the types and terms of voted loans will
broadly parallel those from the NLF, and the Bill attracts the
relevant provisions of the National Loans Fund Act 196B. In
addition to the originating debt, short-term loans will be

available for temporary borrowing.




RESTRICTED UNTIL PUBLICATION

.9. The 1973 Act placed an upper limit of £250 million on the
aggragate of loans that may be made to trading fund= other chan
by way of originating debt. Given the increased use of trading
funds expected for Agencies, the Bill proposas that this should be
increased to £2 billion, with a power to increase it further up to
£E4 billion by atfirmative resclution order.

Payments from Votes

10. Where the majority of its receipts come from the provision of
goods or services, an Agency would fall within the new powers.
Agencies will not in principle be axcluded because they receive
some payments by way of grant or subsidy from their parent
department's Votes. Provided these are clearly defined and

targated for a specific purpose, and are fully ;ransparent, they

need not undermine the guasi-commercial discipliaes on which a
fund is based. But these payments will not ba allowed to becoma
open-ended subsidies, or be used to finance year after year loss-

making coperations.

Rinding up Punds

At present a trading fund can only be wound up by primary
legislation. The Bill provides powers to merge or wind up funds
by affirmative resoclution order, thus parallelling the procedure
under which they are set up.
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ONFIDENTIAL

ANDREW TURNBULL

YALUE FOR MONEY SEMINAR: DEPARTMENT OF HEALTH.

A fFew comments only on your excellent note of the meetipnd on
28 Novembar., *

Page 2, para 5 After the second sentence enmding "and to

monitor performance against them™ I think”it would be helpful o
add "In that contexi it was disappointing to see that important
statistical measures of performance were s5ti11 often 3 years out
of date." Further down in that patagraph you pick up the Prime
Minister's references to the work done by John Yeats on waiting
lists. My recollection is that he is a researcher rather than a
consultant. If there is ap¥ doubt about this 1t might be better
to amend that sentence sldghtly to read "She noted the recent work
which had shown that re€ords kept on waiting lists were often
faulty"”.

Fage 3, final paragraph After the penultimate Tine ending
pressure for cbmpetitive tendering" it would be helpful im
further discuSsions with the department if you could add
HjﬂﬁnigémeH; and value for money targets should be set in all these
_areas”. ANou might add also to the following sentence "and there
should be similar arrangements for the family practitioner
servites”,

r':;f_‘}

,,r'.—?"f;w i
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CON BRERETON
30 November 198%







FRIME MINISTER

VALOE FOR MONEY SEMINARS: 1990 PROGRAMME

When you saw Sir Angus Fraser's report on the work of the
Efficiency Unit, you agread that the Value for Money Seminars
should concentrate cn those departments where Ministers appeared
to have lese of a grip on management. The Efficiency Unit have
now put forward proposals for next year.

I do not think you can find time for nine seminars in one year.
oy

I doubt whether a seminar on the Department of Energy will be
needaed as the issue to be faced towards the end of next year is
whether to go through with the merger with DTI. You have held
seminars recently with the Home Office and the MOD and T would
theraefore suggest they could be in early 1%91. The programme for
next year could therefore be

First Half of 1990
E}EA t N il

Inland-Revenue
Employment foe | Fek

second Half of 1990
[05) = save et ~io Spnd v pske,
—

Transport
Environment

El::nti;%? \7 M Nfa

ANDREW TURNBULL
29 Wovember 1989

c:\Wpdocs\pps'.sem




ANDREW TURNBULL

PRIME MINISTER'S VALUE FOR MOMEY SEMINARS: 1990 PROGRAMME

1. You invited me to put forward suggestions for next year's
programme, There are & number of large departments which have not been
invited to a seminar for some time - 1 attach a list of those seen over
the last 3 years. 5ir Angus has looked at the Tist in the Tight of
your minute of 27 October suggesting that VFM seminars should tackle
departments where there was scope for more emphasis on management from
the top down. The suggestions below take account of these points and
others such as whether the department is reorganising itself under new
leadership or has taken on substantial increases in programme
expenditure,

2. We suggest that the Prime Minister might see 6/7 from the
following:

PSA: Agreed on last year's 1ist and postponed until its
reorganisation into a trading fund was under way. Early March
would be a good opportunity to review progress made since the
successful scrutiny on cost competitiveness completed this year.

Department of Transport: Mot seen since December 1987. Has
recently taken on very substantial new commitments to investment
particularly in the road building programme. Probably best seen
later in the year when the new Secretary of State has had time to
settle in.

Department of Employment: Last seen in February 1988. Has a
number of strengths, for example its initiative on personnel
policies, but an uneven record in implementing change, for
example, arising from efficiency scrutinies. Has important
contribution to make in MNext Steps programme.

Home Office: Only recently done but the need for better
management of many of its programmes such as police. prisons and
the paszport office would justify another session towards the end
of the year with the new Home Secretary.

Department of Energy: A smaller department which has not yet
featured in the VFM seminar programme. Has had limited success in
setting clear targets and measuring progress towards them., A
current scrutiny on its management of major research programmes
will provide some specific 1ssuwes for discussion.

Department of Trade and Industry: Last seem in April 1988, Has
achieved some pioneering work on devolved budgeting and management
information. A recent scrutiny has shown that middie management
want to take this much further. Will be valuable to pursue these
issues later in the year when the new Secretary of State has
settled 1n.




Inland Reverue: A Targe and generally well-managed operation
which has not been reviewed for some time and where there are
major IT developments. A good candidate for early in the New Year.

Department of the Environment: Last seen in October 19B8. Led
the way in management information systems through MINIS but has
been dominated by the legislative programme over the last 2-3
years. When the new Secretary of State has settled in it will be
important to ensure that there are clear targets for measuring

results of policy changes.

Ministry of Defence - Procurement Executive: Some aspect of MOD
has featured in the programme for each of the last 3 years. A
seminar at the end of 1990 or the beginning of 1991 would be a
useful spur to pregress following up recommendations for change,
for example, arising from the efficiency scrutiny on learning from
experience.

3 Subject to the Prime Minister's views, [ will be glad to discuss
LIWIHH with you &nd the arrangements for Jrhef1ng the dEPﬂFLmEﬂTb to
ensure that their presentations focus on the main management issues.

q. A copy of this minute goes to Sir Robin Butler's office.

=

=
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DON BRERETOM
£9 November 1989




1987

DHSS (5S)
MOD(PE)
DES

CAE

Uip

MAFF

1988

IR
MOD {non PE)
DE
OTI
OOE
FCo

1989

DES

055

HMT

MO0 (non PE)
H{

OH

MAFF

LIST OF VFM SEMINARS:

1987 -8%

7 January
£1 January
26 January
2 February
9 December
23 December

13 January
27 January
¢4 February
27 April

4 October
8 Movember

LI January

2 May

17 May

14 June

19 July

28 November
6 December
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From the Principal Private Secretary
28 Hovember 19829

Do Beary

VALUE FOR MONEY SEMINAR: DEFARTMENT OF HEALTH

The Prime Minister held a seminar today on Value for Money
in the NHS, Personal Social Services and the Department of
Health. Present were your Secretary of State, Sir Christopher
France and Mr. Nichol; Sir Angus Fraser and Mr. Brereton
(Efficiency Unit); and Sir Robin Butler.

In his presentation, your Secretary of State turned first to
the NHS. He said the proposals in "Working for Patients" would
improve quality of services while maximising value for money. He
highlighted the propesals for improved central and local
management, greater incentives for productivity, greater
emphasis on efficient use of assets, better targeted pay, closer
examination of clinical costs and outcomes, and increased
competition. In the FP5 the proposals in Working for Patients
came on top of the proposals in the earlier Primary Care White
Paper. Among the initiatives directed towards securing greater
value for money were performance related contract for GPs, better
targeting of resources, incentives to avoid wasteful expenditure
on drugs, the introduction of GP practice budgets, an enhanced
management role for FPCs and better co-ordination between the
HCHS and the FPS by bringing the FPCs under the management of
EHAE.

Your Secretary of State then turned teo the indicatore of
greater efficiency in the acute sector. The length of hospital
stays was declining and there was a slight fall in real terms
unit costs. There was a continuing switch towards day cases. At
present these represented about 15 per cent of operations but it
was estimated that this could be raised to 50 per cent which
would produce enormous Savings.

Your Secretary of State then turned to the cost improvement
programme, the cumulative value of which was nearing £1 billion.
The largest sources of savings were rationalisation of patient
services and labour cost savings, for example through reducing
shift overlaps. Savings had also been made in supplies, for
example through competitive tendering. Income generation had
yielded £10 million in its first year and it was hoped to raise
this to £75 million by 159%1-2. Land sales had risen from

CONFIDENTIAL
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.EE million in 1978 to £270 million last year, though the
slowdown in the property market would make it difficult to
sustain this improvement.

The role of VFM audit was being extended. The NHS
management executive had established its own VFM unit which
would be concentrating this year on operating and out patient
departments and day surgery. Responsibility for exterpal audit
of the NHS was being transferred to the Audit Commission who were
planning four VFM audits a year. Medical audit had been well
received by the profession and it was hoped to introduce it into
every district by April 1991.

In the area of personal social services major efficiency
improvements were being sought by the expansion of fostering.
This not only benefited children but was substantially cheaper
than caring for children in local authority homes. For the
elderly, income support expenditure on residential care had risen
dramatically but the recently announced changes in the funding
structure would remove the perverse incentive towards care in
residential homes which was much more expensive than domiciliary
care.

Finally, your Secretary of State discussed the changes being
made in the Department itself. Although there appeared to be
8,600 staff engaged on headquarters functions, in fact nearly
6,000 of these were engaged on executive functions such as the
special hospitals and the DSA. There were plans to establish
over 1,000 staff in Next Steps agencies. For the staff remaining
in the core of the Department a management plan had been
established, an accommodation strategy was being put into
gffect, and four scrutinies were in the current programme with
two more in the planning stage.

The Prime Minister acknowledged that enormous effort was
being made to bring about the organisational changes set out in
the various White Papers. It was important, however, not to
lose sight of the need to set value for money targets and to
monitor performance against them. In that context it was
disappointing to see that important statistical measures of
performance were still often 3 years out of date. Efficiency in
many areas was undoubtedly improving though this did not always
demonstrate itself in ways which were readily apparent to the
general public. Their perception was broadly influenced by
waiting lists and waiting times where, despite the extra money
that had been made available, there appeared to be little or no
progress. She noted the recent work which had shown that records
kept on waiting lists were often faulty, still retaining the
names of people who had since died or who had been treated
elsewhere. The Prime Minister also guoted the example of a
surgeon who h to cancel theatre sessions because the
supporting services he needed were badly organised.

Your Secretary of State shared the Prime Minister's concern
at the waiting lists initiative. While it was true that the
state of records often made the position look worse than it was,
it was also the case that the way in which the initiative was
structured was not designed to produce the best results. The
consegquences of making money available where waiting lists were
longest was, not surprisingly, to keep lists long as they

CONFIDENTIAL




provided the basis for claims for care services. The contract
system in the NHS reforms would completely turn thase incentives
around. DHAs would hold the budgets and the responsibility to
see that patients were treated. They would place contracts with
hospitals with the best records. Those with long lists or slow
throughput would lose resources relative to the more efficient.
In part, also, the problem lay in the wide disparity in
performance between surgical teams. The Prime Minister urged
your Secretary of State to give publicity to the worst cases. It
was essentjial to achieve results quickly and not simply wait for
the NHS reforms to take effect.

The Prime Minister said she was also concerned about
procurement on which the NHS spent £6 billion a year. The
contracting out initiative had lost momentum. Very rarely were
outside bids accepted. It appeared that bids were sought from
outside firms solely to provide a marker against which to
renegotiate the in-house contract. She gquestioned whether costs
were being assessed in a way which gave outside bidders a fair
chance.

The Prime Minister alsc guestioned whether the delivery of
supplies was being organised in the most efficient way.
Insistence on regional depots could mean that opportunities for
shorter cross-boundary delivery runs were ignored. One
conseguence of self-governing hospitals would be that they could
organise their supplies in the most efficient way. Your
Secraetary of State said that supplies had been reorganised, the

number of depots being reduced from 400 in 1986 to 36 by the end
of 1989, This produced substantial savings not only in the
running costs of the depots but alsoc by aggregating purchasing
power so that better bargains could be struck with suppliers.
Many of the complaints against the present system came from those
who had operated the old, less efficlent, system.

The Prime Minister asked whether the Family Practitioner
Committees were equipped to assess the performance of GPs. Your
Secretary of State replied that at present they were not as this
was not part of their function. The new FPCs would have
executive responsibility for setting cash limits and drug budgets
and that would bring with it the responsibility for monitering
performance.

Ssumming up the discussion the Prime Minister said it was
essential to secure earlier improvements in those indicators of
performance to which the public attached importance. The most
significant was the length of waiting lists and the special
waiting time. While inevitably a great deal of management time
would be devoted teo putting in place organisational changes, it
was important to keep up the momentum of cost improvements.
Particular attention needed to be paid to procurement and to
keeping up the pressure for competitive tendering. Management
and value for money targets should be set in all these areas.
The Department should continue to identify differences in
performance between different regions and hospitals. FPCs should
develop arrangements to monitor the performance of GFs.
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I am copying this letter to Sir Angus Fraser, Sir Reobin
Butler and Carys Evans (Chief Secretary's 0ffice).

Andy McKeon, Esg.,
Department of Health
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VALUE FOR_MONWEY SEMINAR - HEALTH

A mumber of initiatives have been taken to improve wvalue

for money in the Department of Health's ¥23 billion annual
budget. WValue for Money is a central themese in the two recent
White Papers on the NHE and Community Care. And many health

autheritias have improved the overall level of service to

patients by cutting waste.

=

r

But progrees 1n Some areas is very disappointing. Three
Issues are particularly worrying:

1. Competitive tendering has lost momentum.

Waiting lists for in-patient surgery are lengthening.

—

———

Procurement expenditure is still wasteful in some

places.

Points 2 and 3 are menticned in general terms in Angus Fraser's

note. But you may want to raise three gpecifice ideas aon

e

waiting lists and procurement which could have a significant
e —
L

impact on better value for money.

Competitive Tendering

After 5 years, the annual savings generated by the competitive
tendering initiative have exceeded €100 million. But after

a4 strong start, savings are now levelling off for four reasons:

First, management commitment is patchy. Some managers
are not prepared to cede day-to—day contral over their

starff.




Second, some contractors have lost interest in bidding.
For example; when I met the managing director of Gardner
Merchant (A THF subsidiary) he was particularly annoyed
about the lack of progress on catering contracts. Only
it o i :
a handful of catering contracts have been won- in-house.
They have been put off by NHS bureaucracy and what they

consider to be unfair competition.

Third, the operation of the rules on the caloulation
of redundancy cost and treatment of VAT have given a
built in advantage to an in=house bid.

Fourth,; some management are not prepared to take an the

local trade unions.

Eennath Clarke should be asked to respond to these concerns.

Questions to ask:

Are there any initiatives in place to boost competitive

tendering?

Should competitive tendering be statutory as it is with
local anthorities? Is there a role for the Audit Commission

I -~

to engure fair play?

Waiting Times

If we are able to cut waiting lists before the next election;

there will be eclear evidence that our policies are succeeding.

=

o

¥Yet degpite the E£35 millicon annual waiting initiative the

. g i ' o e T =5 r }
waiting list for in-patient surgery has been steadily increasing

over Lthe last few years to over 700,000 today. This statistic
e = __;z




: .s one of the most closely followed trends in the health

service as evidenced by a recent press headline

'waiting list cash fails to end misery of gueues'.

In practice, the time people have to wait is more significant
———

than the numbers on the waiting list. But the picture is
still poer. On average, 26% of patients still wait ocver

l year.

In the words of John Yates, who is an authority on waiting

] B
times s

"The current strategy must be classed as being a failure

v Bl i
or at best not yet successful (after two and a half years)"

In his capacity as a management consultant to the NHS, John

Yates has been ﬂH:r&mEZ?*Euccessful in reducing the number
of patients waiting over one year by 12% in the worst 22
districts over an 18 month period. For example, in the

space of one afternoon he rié d -t 1 1"
e . . 8 i L] manacge O redice one surgeon's
waiting list in the Royal Free Hospital, Hampstead by 500

simply by opdating the records. One person on the list

had died 1% years agol

—_—

Recently, John Yates' responsibilities have been extended
to the worst 100 distriets. This is most welcome. Yet

he believes the waiting list initiative is poor value for

money.

The waiting list money pays for increased throughput not

— el

for shortening the waiting list. Under the current system,

hospitals can easily transfer resources from one surgical
: e
unit to another simply to attract waiting list money to

the first unit.

e




John Yates rightly proposes a good practice allowance for

authorities which successfully reduce long waiting times

|:LE CYer a Yyear).

Yot the department wants to retain the existing 'failed'

system.

Surely in view of John ¥Yates' successful track record it

iz essential that his ideas are tested.

puestions to ask EKenneth Clarke:

Will waiting lists and waiting times continue to rise?
Could the central waiting list initiative be based on
incentives to achieve shorter lists rather than payments

for increased throughput?

FProcurement

Procurement expenditure in the NHS 1s enormous, amounting

to around £4 billion for goods and non-clinical services

and another £2 billion on medicines. Owver 6,000 staff are

directly engaged on procurement duties. And the total walue

of stocks held at any one time ranges between £400-500 million.
——
Clearly, small percentage savings could have a significant

impact on improving patient care.

I have two epecific concerns:

First, some regional storage Facilities seem to cperate

at the convenience of the . regicon rather than for the
benefit of the hospitals. ?




: .:u: example; the new £10 million distribution Facility at

Maidstone delivers supplies throughout the Scuth-East Thames
: : T SERELIESSE :
Region, including Brighton. But asz the delivery truck winds

its wavy between Mdidstone and Brighton, it drives within

7 miles of 1% hospitals in South-West Thames Region which

Pt et it B Y

are responsible for iuaL under 5,000 beds. Bubk no cross-

border deliveries are made.

The management aof regional stores is producer driven, not
customer sensitive. For example, Maidstone Hospital is

—_—
short of storage spsce and needs regular deliesveries. Yet
= a— -_—

bacause the delivery schedule is fixed by the regicn, the

hospital frequently runs out of sﬁEpliesi Sometimes, according

to the HHS Procurement Director, nurEE; pay the porter to

purchase medicines off the shelf in Boots the Chemist.

Question to ask:

Could the day-to-day management of the stores be moved
outside the control of the Regicnal Health Authorities
perhaps by franchising the service?

segond,; the department appears to have no strategy on information
technolegy. This could lead to substantial wastage: and

delays in implementing the NHS Review.

Without better informaticon on costs, output and waiting

lists,; an internal market will be difficult to operate.

Questions to ask

What is the status of the implementation of new information

technology? — —

Does the department and the health aunthorities have the
right calibre of staff to manage the change? Could one
senior computer expert be seconded from the private sector

i

to each Region? —

Jo- L.ﬂ,___L_;L

LaN WHITEHEAD




MR TURNBULL

DEPARTMENT OF HEALTH VALUE FOR MONEY SEMINAR - 2B NOVEMBER 1989

I attach the Prime Minister's brief for the Department of Health Value
for Money Seminar. [ have sent a copy to Robin Butler.

fuyﬁlf&?} _

ANGUS FRASER




PRIME MINISTER

DEPARTMENT OF HEALTH VALUE FOR MONEY SEMINAR - 28 NOVEMBER 1989

INTRODUCTION [T IR L1 L

1. This will be the first semiy'r/yr:-u have held to address value for
money from expenditure on health. A previous DHSS seminar with Norman
Fowler on 7 January 1987 was devoted mainly to social securit
operations. Kenneth Clarke, Chris France, and Duncan Nichol) will
attend.

£, Total spending on Health and Personal Social Services is about
£23 bn, comprising:

Hospital and Community Health Services
Family Practitioner Services

Central Services | Welfare Food, Health Education,
Special Hospitals)

Department of Health (DOH) rumning costs

DoH Total 119.7 bm

Personal Soctal Services { Local Authorities) £3.4 bn

DoH and Local Authority Total £23 bn

Approximately 75% of expenditure in the NHS is on manpower. About
784,000 people are employed in the Hospital and Community Health
Sector, and 61,000 in Family Practitioner Services: about 8,500 work in
the Department of Health. In local authorities about 236,000 work in
Personal Social Services. Details of expenditure and staffing levels
are at ANNEX A.

3. Since the split from D5SS the Department of Health has made some
welcome progress in identifying key objectives and in developing
strategies to achieve them. At my suggestion Kenneth Clarke has
produced for the first time & statement of seven key afms and
objectives and this has been widely promulgated in the Department
{attached at ANNEX B). In the NHS there have been some improvements im
target setting and performance assessment. Value for money
improvements have been achieved through the Cost Improvement Frogramme,
and fncome gereration activities are growing. vou may wish to
acknowledge these efforts. There 1s still not nearly enough comcern

with resuits at the strategic level, and most of the targets
associated with Kennetf Tlarke's key aims and objectives and with the

NHS Review are soft and intermediate in nature. This, together with
the progrecs needed on specific issues such as Waiting Lists, WHS




Procurement and future Information Technology Plans should provide the
main theame of the seminar.

HANDL ING

4, 1 understand that Kenneth Clarke will speak for about 20 minutes
and seek to demonstrate value for money improvements achieved in four
main areas: Hospital and Community Health Services, Family
Practitioner Services, Personal Social Services, and the Departmental
Headquarters. He will need to demonstrate that the results achieved
contribute to his strategic aims. Of course the main thrust of the NHS
White Paper is to achieve better value for money. Mr Clarke will
need to show that he is prepared to set output targets by which the
success of these proposals can be judged. I think it would be useful
to touch on each of the four areas in the presentation, and separately
upon progress in implementing the White Paper. You may wish to set the
agenda at the outset. The remainder of this brief suggests some points
tu_raése in each of these areas, and ANNEX C lists all the guestions
raised.

NHS - HOSPITAL AND COMMUNITY HEALTH SERVICES

5. Despite good progress in raising the throughput and productivity
of hospitals, and in reducing slightly the unit costs of treating
in=-patients, a number of concerns remain., Waiting 1ists remain
stubborniy Tong, and there is a need to ensure that pressures for cost
improvements, income genaration and other value for money initiatives
do not slacken during the implementation of the NHE White Paper.

Points to Raise

g. What is the current trend on the Waiting List? How many
people are having to wait over 12 months for treatment? The
Department now has a Central WaTting List Fund. What hard targets
have been set for it, and what concrete results has it achieved?

b. Value for money issues: What targets have been set for the
HHS Management Board's central Value for Money Unit? The annual
spend on supplies and equipment is about 6 bm. What actionm is 1in
hand to improve the efficiency of procurement? What is the right
balance between utilising the buying power of the centre and
making Health Authorities and self governing hospitals responsible
for their own procurement?

NHS - FAMILY PRACTITIOMER SERVICES

6. These include general medical, dental, opthalmic, and
pharmaceutical services., They are provided by independent contractors,
and administered by 90 Family Practitioner Committees. In the past the
Department has found 1t difficult to apply performance measures to
these services and to achieve sufficient leverage to improve value for
mETEE. The NHS White Paper makes a number of specific proposals in
this area.

Points to Raise

d. MWhat progress has been made in reviewing comparative
performance of Family Practitioner Committees, and in developing
performance indicators?




b, The cost of medicines remains a major issue and there have
been several initiatives to contain and reduce costs., What
concrete results have been achieved from the Prescribing Analysis
and Cost Programme [PACT), and from the use of generic drugs?

PERSONAL S0CIAL SERVICES

7. Personal Social Services are administered and funded by local
authorities, though just over 32% is financed by block grant from
Government. There has always been a difficult dichotomy between policy
a4t the centre and performance by local authorities as providers. The
implementation of the White Paper "Caring for People" should provide an
opportunity to clarify the responsibility of participants, make it
easier to hold them to account for performance, and secure better value
for money.

Foints to Paise

4. In view of the recent White Paper how much more needs to be
done to establish clear responsibility and accountability in
delivering Personal Social Services?

b. Does the recently published 8i11 give you sufficient powers to
ensure that national policy aims for individual client groups are
consistently implemented by local authorities?

c. What putcomes do you wish to achieve in community care, and
what targets will you apply in the new inftiatives?

DEPARTMENT OF HEALTH

8. The split of DHSS into two Departments, the rethinking of the
responsibilities between the Department, the Policy Board and the
Management Executive, and the influence of Next Steps, provide a unique
opportunity to slim down and disperse much of the Departmental
Headguarters.

Points to Raise

d. What minimum functional responsibilities need to be retaiped
at the centre of the Department?

b. What progress have you made in devolvipng the remaining
headquarters tasks to Health Authorities, Agencies, or other
bodies? What are your targets in numbers of personnel, cost
savings, and geographical dispersal? When will the programme be
completed?

¢. The Department has secured only a one year running cost
settlement this year, as compared to the more normal three year
settlement, mainly because of uncertainties fn 1ts information
technology planning. How well prepared are the Department's
information systems to cope with new management relationships in
the NHS, and the implementation of NHS White Paper proposals?

NHS WHITE PAFPER IMPLEMENTATION

9. Implementation of the White Paper proposals is being handled
through 35 separate projects in the Department. Some areas look




promising - the enthusiasm for self governing status in hospitals for
axample is greater than expected and there may well be 50 strong
candidates in the first tranche in April 1991, with others to follow.
[t would be worth questioning progress across the board, and also
querying the Department's approach to setting the outcomes 1t wishes
the Review to achieve.

Points to Raise

@. HWhat progress is being made in the White Paper implementation
projects across the board? In particular on GPs' budgets to buy
hospital care, and GPs' indicative drugs budgets, Which of the
projects give you most cause for concern?

b. The NH5 Review will not ultimately succeed unless it produces
measurable improvements in Value for Money, clinical performance,
quality of care, and patient satisfaction. How are you
approaching the problem of setting targets in these areas? [s the
current data good enough in any area to allow you to do this? If
not what are you doing about it? Are you looking for improvements
in relative performance in the interim?

SCRUTINTES

10. The implementation of the NHS White Paper proposals has been very
demanding of high calibre staff, and the Department has not run a major
scrutiny of its own this year. It has contributed to:
a. dJoint scrutiny with D55 in the use of external consultants.
0. Home Office led scrutiny on the Voluntary Sector.
There are three scrutinies in the planning stage:
c. @ scrutiny of the medical divisions of DoH to take place in
1390, agreed between Robin Butler and Chris France earlier this
year following preliminary work by Kate Jenkins.

d. a scrutiny of professional staff recruitment

e, a scrutiny of the training of non medical contractor
professions in the Family Practitionar Service.

Foints to Raise

When do you expecl the scrutiny of medical divisions to start, and
how will it fit with the proposed Senior Open Structure Review?

AGENCIES

11. The Department has not yet set up any Next Steps Agencies, and has
not yet announced any candidates. Possibilities include NHS
Superannuation and the Estates Directorate.




Foint

£ to Raise

SLIMMA

12,

%&LHJH{}'

When do you expect to ammounce your first agency candidates and
how soon do you expect the first agency to be formed?

RY OF DBJECTIVES FOR THE MEETING

4. To ensure that the pressure for value for money in the NHS
does not slacken in the course of implementing the HWHS White Paper.

b. To ensure that the implementation of the Griffiths proposals
on community care really does produce clearer responsibility,
qreater accountability, and improved outcomes.

€. To ensure that DoH seizes current opportunities to s1im down
and rationalise the headguarters function.

d. To check progress on the implementation of the NHS White Paper
and to ensure that the Department is working hard to develop
output measures by which the success or failure of the proposals
will ultimately be judged.

€. 1o give a push to new scrutiny topics, and Next Steps.

Fa!

ANGUS FRASER

23]




EXPENDITURE {Em)

Hospitals and Community Health
Family Practiticner Services
Central Services

DoH Running Costs and
Capital Expenditure

DoH TOTALS

Personal Social Services

STAFF( '000)

HOSPITAL AND COMMUNITY HEALTH

Nursing & Midwifery
Medical & Dental
Ancillary

Ambulance

Admin & Clerical
Maintenance
Fratessional

TOTALS

FAMILY PRACTITIONER SERVICES

GPsg!

Dentists
Dpticians
Pharmacies
FPC Employees

TOTALS

PERSONAL SOCIAL SERVICES

Social Work

Community Care
Residential (adults)
Residentizl (children)
Management & Admin

TOTAL

DEPARTMENT OF HEALTH

15987 -88

12,209
3,899

1988-89

13,472
4,276
414

169

ANKEX A

19859-90

14,411
4,689
437

175

18,331

3,348

13,712

3,441

21,679

1987-88

404
43
115
14
115
24
79

£3,153




ANNEX B

Ejm TIES STATEMENT

T L

SECRETARY OF STATE'S AIMS AND OBJECTIVES FOR THE DEPARTMENT OF HEALTH

My dominant priority for 1989/90 will be t@wimplement the
Gowvernment 's White Paper "Working for Patientsz". We will all Ee
devobing enormous -effort in the Department and in the NHS ta
achicye this objective. T expect every part of the Department tao
devate the necessary. Eime, eftTort and enpthuziazsm to Lhis Ta=lk
Eiving it priovity over all other cbjectives. I am confident of
the ability of the Department to play its Ffull part in the
implementation process effectively and efficiently.

2 ihere are in addition policy issucs te which I attach
particular importance:-

te safeguard publiec health through eflfective policies on
smoking, foed and water safety, diet and environmental
hazards and the prevention of communicabloc disease

to carry foerward the Government's decisicns oan communicy
gare, taking particular account of the needs of vulnerable
groups like the disabled and mentally ill

ta legislate on human Ffertilisation’ and embryology ta
implement the Warnock Report

to maintain momentum on containing HIV infection and AIDS

to ensure adeguate services for children at risk of abuse.

3 These priorities have to be managed as part of the
Department's overall responsibilities and all the services for
which 1 am accountable must cantinue to oe delivered
satisfactorily. We must therefore seek to achieve all our ainms
and objectives and to meet the unexpected challenge when it
occurs. But my particular pricrities will need to be adequately
resourced, 1f necessary at the expense of lower priority
objectives.

4 I wish particularly to communicate to the public and te all
in the NHS and the Department what we are trying to achieve and
the progress we are making in achieving it.

5 I look ta *the Permanent Seersetary te pursus the aims and
objectiveés set out abeve for the Pepartment and [or the good
management of the Department and all its staff; and te the Chief
Executive to manage the National Health service efficiently and
effectively within the strategy and objectives set by the Falicr
Board.




ANNEX C

COMPLETE LIST OF POINTS TD RAISE

1. What is the current trend on the Waiting List? How many people
are having to wait over 12 months for treatment? The Department now
has a Central Waiting List Fund. What hard tazrgets have been set for
1t, and what concrete results has it achieved?

2. Yalue for money issues: What targets have been set for the NHS
Management Board's central Value for Money Unit? The annual spend on
supplies and equipment is about £6 bn. What action is in hand Lo
improve the efficiency of procurement? What is the right balance
between utilising the buying power of the centre and making Health
Authorities and self governing hospitals responsible for their own
procurement?

3. What progress has been made in reviewing comparative performance
of Family Practitioner Committees, and in developing performance
indicators?

4. The cost of medicines remains a major issue and there have been
several initiatives to contain and reduce costs. What concrete results
have been achieved from the Prescribing Analysis and Cost Programme
{PACT), and from the use of generic drugs?

2. In view of the recent White Paper how much more need:s to be done
to establish clear responsibility and accountability in delivering
Personal Social Services?

b. Does the recently published Bill give you sufficient powers to
gnsure that mational policy aims for individual client groups are
consistently implemented by local authorities?

f. What outcomes do you wish to achieve in commumity care, and what
targets will you apply in the new initiatives?

B. What minimum functional respansibilities need to be retained at
the centre of the Department?

9. What progress have you made in devolving the remaining
headquerters tasks to Health Authorities, Agencies, or other bodies?
What are your targets in numbers of personnel, cost savings, and
gecgraphical dispersal? When will the programme be completed?

10. The Department has secured only a one year running cost settlement
this year, as compared to the more normal three year settlement, mainly
because of uncertainties in its inforwmation technology planning. How
well prepared are the Department's information systems to cope with new
management relationships in the NHS, and the implementation of NHS
White Paper proposals?

11. What progress 15 being made in the White Paper implementation
projects across the board? In particular on GPs' budgets to buy
hospital care, and GPs' indicative drugs budgets. Which of the
projects give you most cause for concern?

12. The NHS Review will not ultimately succeed unless it produces
measurabie improvements in Value for Money, clinical performance,
quality of care, and patient satisfaction. How are you approaching the
problem of setting targets in these areas? Is the current data good




enougn 1n any area to allow you to do this? If not what are you doing

about 1t7 Are yvou Tooking for improvements in relative performance in
'S . SmE
the interim?

13. When do you expect the scrutiny of medical divisions to start, and
how will it fit with the proposed Senior Open Structure Review?

l4. When do you expect to anmounce your first agency candidates and
how soon do you expect the first agency to be formed?
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1O DOWNING STREET

LONDON SWIA 2AA
Frowm five Private Sevrelgrr
27 Hovember 1989

THE DEREGULATICH INITIATIVE: BETTER REGULATION

The Prime Minister was grateful for your Secretary of
State's minute of 16 November and the Chancellor's minute of
22 Hovember.

The Prime Minister is content with your Secretary of State's
propasals, subject to the points raised by the Chancellor of the
Exchequer about the consideration of matters of fiscal policy.
She would also be grateful for a further report on the progress
of the 1nitiative next spring.

I an copying this letter to John Gieve (Private Seucretary to
Mr. Major as Chairman of E(CP)), the Private Secretaries to
members of the Cablnet, Sir Angus Fraser and Trevor Woolley
iCabinet Offica).

x,f;_m
e

PAUL GEAY

Heil Thornton, Esdg.,
Department of Trade and Industry

CONFIDENTIAL




CONFLDENTIAL

The Derequlation initiative

Mr Gray asked for advice on the minute from the Secretary of
State for Trade and Industry dated 16 Hevember, and the minute
=
from the Chancellor of the Excheguer dated 22 Hovenmber, .

2. The Chancellor's minute asked that the deregulation reviews
should not go into matters of tax policy. I imagine that the
Prime Minister will agree with the Chancellor about this. There
were no comments from the other members of the Cabinet, to whom
Mr Ridley copied his minute,.

3 The Prime Minister has of course decided that E(CP) should
take over the oversight of deregulation. I suggest that all that
is needed now is for her to agree that the ideas in Mr Ridley's
minute should be further discussed in E(CP). She could if she
wished asked for a further report after E(CP) have considered
the comprehensive proposals promised by Mr Ridley for the spring.

4, The reply to Mr Ridley could therefore simply say:

"The Prime Minister has seen your Secretary of BState's
minute of 16 November about the deregulation initiative.
Subject to the point made by the Chancellor of the BExcheguer
in his minute of 22 November, with which she agrees, she s
content for those proposals to be considered further 1n
E(CP). [&he would like te have a further report after E(CP)

have discussed your Secretary of State's more comprehenzive
proposals next spring]. CE: 1\
8

G W MOMGER
Economic Secretariat
NHovenmber 24, 1989

CONFIDENTIAL







CONFIDENTIAL

PRITME MINISTER

THE DEREGULATION INITIATIVE

Nick Ridley has sent you a minute (Flag A) setting out his
proposals on how to carrcy forward work on deregulation. You will
recall that you had already agreed that in future deregulation
should come under the wing of E(CP) - chalred by the Chancellor -

—m

rather than under a separate Cablnet cnmmittee (MISC 133 was
previously chaired by Lord Yourng).

— —

Mr. Ridley's proposals aro:

There needs to be a shift of emphasis away from the
regular reviews of individual regulaticns towards
rather wider reviews E?AEEeﬁéa;é;;;Ent regquirements
inhibiting people from starting up and building a

busingss. These wider reviews would be reperted to
E{CP), together with an overview of the existing

rolling programming of departmental reviews of
individual requlations.

The lmpact of major new regulatory proposals - eg in

the areas of food safety and the environment = should

be carefully watched, together with the rising tide of
EC regulations.

e

The Efficiency Unit (Flag B) welcome this approach. The

Chancellor (Flag C} is generally content but stresses that the
new style reviews should not touch on matters of fiscal pelicy;

they should remain his preserve for the Budget. I understand
that DTI accept this point.

e,

One other issue you will want to conzider is whether you would
like a further report following the further work in E(CP), say
next spring.

FIDENTTAT,




CONFIDENTIAL

Conclusion

(1) Content with Mr. Ridley's proposal for his revised

approach to be considered further in E(CP), subject to

the Chancellor's point about tax policy issues? 7/
(o

|
Would you like a further report next spring? pﬁf;

@LL G

PAUL GRAY
24 Hovember 1929

c:\economic/dereg (kk)

CONFIDENTIAL
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Ireasury Chambers, Parliament Street, SWIP 3AG
Ol-27T0 8000

FRIME MINISTER

THE DEREGULATION INITIATIVE: BETTER REGULATION f
o a
Nicholas Ridley copied to me his minute toc you of 16 November,

which proposad: tc concentrate rescurces on practical revisws o
clear away unnecessary administrative burdens on business
start-ups or expansions, in addition to continuing the current
departmental programme of reviews.

I am happy for these reviews to include administrative {issues in
——
the tax system but it would not be appropriate for them to touch
i L e &
on matters of fiscal policy. The line between administration and

pulIcy can be hard to draw, but I would regard thresholds,
penalties, rebates, anti-avoidance provisions and the corporation
tax regime itself as policy issues to be determined in the course
of the Budget. Naturally the impact on business of these and
other issues will be one of the factors I shall consider in my
Budget decisions, but I believe that, as far as the tax system Iis
concernad, deregulation reviews should deal purely with matters of
administration. I hope therefore that my officials will be
consulted before any specific reviews are proposed in the tax
field.

I am copying this to recipients of Nicholas Ridley's minute.

(r [J.M.]

22 Hovember 198%

I i / fore i
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MR GREY cc MR BRERETON

THE DEREGULATION INITIATIVE: BETTER REGULATION

Tou requested comments on OTI's proposals on the future of the
Deregulation Initiative. We welcome the general approach, both the
targeting of wider areas of concern, and the focus on regulation from a
company viewpoint., We would particularly welcome efforts to measure
the costs of complying with the increasing burden of EC regulations.

[t will be important to ensure in this new programme of work that the
outcome is a specific and timetabled programme of actions designed ta
achieve measurable results.

CD .

JOHN CUNNINGHAM
£]1 Hovember 1989




the department for Enterprise
CONFIDENTIAL

FRIME MINISTER

THE DEREGULATION INITIATIVE: BETTER REGULATION

In giving ma responsibility for the Dersgulation Initiative -
_-___‘_-—-

which was born out of the desire to redoce barriers to

enterprise at a time of high unemployment - you asked how 1
thought this work might best be taken forward. In today's

changed economic climate I think a shift in our approach is

now desirablie. f

Over the last four years or so0 progress has baan made in
cutting away out of date and over-burdensome regulations and
ingtilling in colleagues and their departmente a more ready
gppreciation of the costs as well ag the benefits of
regulatory regimes. B#Aes departments have gathered their own
momentum the process of reviewing accumulated controls has
ground fairly fine, and some are now coming forward with
amaller and more obscure targets.

The latest round of reviews therefore risks being overshadowed
—

by moves towardse more regulatiom — particularly in the

pallution, food safety and environmental fields. At the same
e ——, —

time our successful privatisation of monopolistic companies
has highlighted the need to secure effective regulation by
bodies like OFTEL, OFGAS and OFWAT. The price of enhanced
regulation should be properly assessed for cost effectiveness
since the taxpayer or consumer will ultimately have te pay for

higher standards and more stringent enforcement.

Where pressures are growing fufrﬂgy_g;_gpggner controls we

should not therefore abandon our commitment to consult
business about the likely costs. only then can colleaguas
weigh the costs and benefits in the balance and so produce

better regulations. Departments are of course already

committed to producing Compliance Cost Asgsessments for such




O

the department for Enterprise
proposals; the major ones will need careful attention. By the
game tcken we cannot ignnre the rising ride of EC regulat1unb

and should LﬂﬂLlnuE to press for more attention to be pald in

———e

Brussaels to counting the costs to business of necessary

regulations; studies of particularly burdensome areas of

=

regulation should help aus in this task.

In thie changing climate we need to concentrate on ta:kling

daregulatinn frnm the practical point of view of Pﬂmplﬂ

atarring up and building & business. Under this approach wa
should review the impact of what are seen as a time-consuming

and distractlng range of government requlrements for different

husinassas. At the same time we shuuld asgess what more can

— =~y
be done to cut down on the cumulative coets; the scope of

reducing the expense o0f complying with tax and company law
requirements, for reducing barriers to the development of the
flexible work force, and for speseding up and simplifyving a
great range of business licensing systems and permissions
required should all be pursued. I shall shortly be putting
details of thege wider reviewes to E(CP) together with an

ogverview of the E:isting-;glling programme of departmental
reviews, before we report to Parliament.

I also envisage a more comprehensive report to E(CP) next

Spring, on the basis of progress reports from colleagues on
their areas of responsibility. Much of this will cover the
implementation of their undertakings in the last White Paper
(Cm 512}): There are still some worthwhile elements
outstanding for colleagues to pursue if necessary regulatory
measures are to be kept up to date and proportionate.

With your agreement, I will focus DTI's efforts on

1] briﬂgigg forward reviews of those wider issues
=
identified abowe:

auditing departmental assessamtns of the impact of
complying with major new regulatory proposals.
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the department for Enterprise
to other

I am copying this to John Major as Chairman of E{(CP),
i

to Ministers with departmental
and to Sir Angus Fraser and

members of the Cabinet,
responsibility for deregulation,

Sir Eobin Butler.

/6 November 1989

DEPARTMENT OF TRADE AND INDUSTRY

NF1ADP




Thig minute overtakes that circulated on 9 Hovember
and then withdrawn.
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with ‘hands on’ managers operating at arm's length
from Whitehall mandarins. MAURICE WEAVER reports
on perestroika in the puhblic sector

THE CARPET fitters had jus
liaished in Bon Oliver's ofics
and ke wems well pleased, Wyl
tnewall in dusty pink @pnifed
a wapderful indepeadence
Irom grey Whitehall buregs-
ey, A= bead of that mges
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The Vehicle inspectora te, an
arm af the Department of
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MOT programme and carsies
put ammual checks on |||-l|'|5:'|I
buses aed ambulances. It wae
a luirky anonymous part of (e
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Oliver, & formeer British Ly
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at. " Road safefy is gur o A
tve," he said, “'s0 why nob
make it pay*
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oniE-week Coursos fuve proved
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ter's belsogt, the Naxd Slep pro
Ject ains to identify (dividual
state finciions and sesvices
and convert fliose deegmed
unsuitabbe for whibs-hog peri-
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Empires 14 anathema fo the Sir
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The Mext Step project is con.
tinuing apace, mevertheless,
feler Kemp, the Permaneat
Secretary charged with sefiing
it up. aunounced his teath con-
vershan 0 Executive Agency
elutus last week: the Labura
tory of the Government Chem-
ist, which provides skakuinsy
chemdcal analysis sendees

A total of 7,608 civil servants
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Eemp, 35, 4 chartered
FCCoundant with a robysy
enthusiasm for the project in
hand, quotes the Prime Mings-
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