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EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT
Note by the Secretary of the Cabinet

Following the brief discussion at Cabinet on 13 September

(CC(79) 15th Conclusions, Minute 9) the Prime Minister has asked
that the attached minute from Sir Derek Rayner should be circulated
to the Cabinet for discussion at the meeting on 4 October, when

Sir Derek Rayner will be in attendance,

Signed JOHN HUNT

Cabinet Office

17 September 1979
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Sy D WASTE IN CENTRAL GOVERNMENT

S ing

i*d

oint
o .onua) cost of running central Government is some £5,58Zm made up
. £m -
8 ond ocpinistrative costis in 3,706 . (ie stafif in departments
Bt denartments : 3 other than those at b. - d
: * plus general sdministrativ
expenditure)

b

i
H::
¥

ipes and Pensions ] 1

o
(8]
—

lection and debt

e Customs & Excise,
evenue, Driver and
:nsing Centre,

for Nationzsl Savings)

irtments (Treasury, CSD, 43

ce)
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24 The Conservative Manifesto included a firm commitment 4,
reduce the total level of Govermment activity and to making 4,
activity which remains efficient: e

"The State takes too much of the nation's income; its
share must be steadily reduced ..... The reduction of
waste, bureaucracy and over-government will also yield
substantizl savings." (pages 8 and 9)

3. The media have given expression to public feeling zhout
bureaucracy at all levels and will continue to do seo. To
disappoint the expectations aroused would confirm the view of
that the bureaucracy will always wear out the new broom.
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The way forward

4. There are two main ways in which Ministers can enable
themselves to do what 1s really important and stop the

squandering of staff and other resources.: FPirst, each Ninisi
reduce the number snd scele of his departmental zctivities s
this does not impair the country's health and wealth. Second,
can improve the methods by which that activity is carried oul

5. My generzl recommendations to achieve those zims zre th
Ministers should =

2. regularly review the scale and the efficiency o
their operations;

b. regularly review the cost of their overheads; zand

Co develop their menagement function in respect of
the resources placed in their charge, eg through &
flow of key information needed to monitor the use of
staff and other departmental facilities.

It is relevant to c. above that the "Rayner project" (see
paragraph 6 below) sugzested by the Secretary of State for i
Environment for his Department concerms an improved sysiel :*
provision of management information to Ministers but also 7’“’
linisters and their officials would not be starting from cot
the Government adopted the programme I recommend: it would =
be a matter of developing from existing techniques of appres
the cost of operations.

L programme of action

6. In your Minute to Ministers of 4 June on the Rayner Th::'i
you commissioned a series of projects on functions or a:tl-‘.-'n
which might be unnecessary or too costly and wasteful. her

likely that some major reorganisation proposals will emerg®”
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oroiects now under way in the Departments. I have kept in
y with a nmumber of officials engaged on this work and have
aple to see at first hand how some of the work is done, which
1es me to say with confidence at this stage that there will be
rtunities of substantial savings in staff in some zreas and a
igerable simplification of the way work is carried out. '

such reforms will be more obvious to the public and to
izsment then general reforms in respect of, say, the

gement of the Civil Service, important as those will be (see
graph 23 below). A programme of action which permits

isters to make regular anmouncements that sctivities have been

ped, reduced or reformed will do much to convince the public
the Government ngg c:_nl:,r means but is in business,

I recommend that the programme of action should include -

g. Tests of specific functions to establish whether
activity is still necessary at all, whether the
intended purposes can be achieved through less activity
ghd whether there is duplication of the activity of
other Departments or agencies, for example, whether
Government needs all the statisiiecs it collectsg
whether the procurement of non=warlike stores by and
on tehalf of. the Armed Forces can be further
reiionalised; and whether the organisation and

meiods by which socizal security and unemployment
beutfits are delivered can be Turther simplified.

5. Tests of ways of doing things, for example
Wheiter in collecting the revenue or delivering

sec 2l security we make effective use of staff and
en:

2 the

them to feel loyalty and commitment.

¢. Tests of the cost of running the Government, for
fxanile of housing, furnishing, equipping it and s¢ on.

“-**h{-' ‘crutiny of how a a department does its job begs the
Y auittion of why 1t does it. This means looking at policy,

¢ ihe guestions "Does the job need to be done 2t 2117" and "Can
‘iEi ' more efficiently?" are logically inseparable. Any

;”:f ‘hould be regarded as disposable or improvable if it does
TToduie a benefit worth having at the price paid for it. The
:j:“'l:” ns I recommend should therefore be designed to show

£ 25 ¢ policy objectives of expenditure are clearly

., -" and are still walid, in effect whether the activity

13, E the expenditure is one that the Government must carry out,

osis Dartly; what is the cost of the activity; whether the

iHej:LftmE- and accountability of staff are clearly

Ctive. c-ng whether activity is so carried ocut as to achieve its
®s effectively and economically. Activities engaging large




numbers of staff offer obvious scope for such examination ng ;
suggest, with the simple intention of reducing numbers but 52
establishing whether the activity is conducted effectively, I
terms of staff morale it i= important to mzke clear that
simplifying or mechanising or computerising work improve boty
service and the satisfaction of staff delivering it. 1In a1} ;.
of work, it is important that the scrutiny should be seen npt s
accusatory or inquisitorial, but as seeking in the general pp
interest thoughtful contributions from staff. This would
aclmowledge that responsible Civil Servants wznt to deliver
cost—effective services and also that line mansgers are already
expected and should be further encouraged to recommend ways in
which the resources in their cl.rge can be better used.

10. The programme will Serve its purpose only when action is
taken zs a result of examination. It should net therefore he
gllowed to become too form=l or burezucratic., That ssid, I
envisage that the first yesr's scrutinies should be conducted m
pilot basis, taking into account experience with the "Raymer
projects" now under way, so that methods and procedures for i
second year can be considered in the light of experience. In
order to gilve my general recommendations substance and to teke
account of the points made above, I meke the following details
recommendations.,

Serutiny of overheads

e s o P R

11. I recommend that each Minister in charge of = Deparin
should, at the zppropriate point in the PESC/Estimates cyc
scrutinise the overheads® of his Department as well as his s
costs and that for this purpose he should make one of his
Ministerial team responsible for an znnual examination of e
relevant expenditures. A regular flow of management informaiilt
about the use of resources will be essential for this and I s
offer advice in due course, eg on the importance of reviewl
past performance and of informed realism in setting targets
the future.
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Scrutiny of specific functions

12. I recommend that in order to increase their I)epa:*tmeﬂt-'f o
efficiency and effectiveness, Ministers should examine in ¢
during the course of each year specific functions and the
associated use of staff, administrative expenditure and ove

= B =i
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* The footnote on page 1 details the overheads additional *° 5;
costs. I shall - . want to comment on the generzl qu&ﬁul'{l.lcn
repayment for common services now provided om "allied SeIT”
terms in my "conventions" project (see parsgraph 23 belo®)




L&}

1. Mhe Civil Service has traditional means of examining work,

:aff inspection and O & M. While these have an important place

v the programme, I believe that they should be ancillary to 2 new
oproach. The basic'questions to be asked are, "What value is added,
o the public good and to efficient administration, by this |
otivity (or procedure, or practice or convention)? Should it be

evt 2t all? What has constrained or now constrains greater
sfectiveness?" For this purpose, I recommend that Ministers

nould employ some of their ablest officials to scrutinise the

elected 2etivity radiecelly and searchingly. I do not envisage

net there should be more than one or two officials for most

srutinies, but they should be able to call upon the Department's
gspurces to help; I generally oppose the committee style in work
4, The number of scrutinies to be conducted by Ministers each
gar depends on the size and character of each Department. I
gcomrznd that each Department should have at least one a year and
nat .o executive and larger departments should have, say, three
r four a year; no Department should be automatically excluded.

Th2 scale and nature of subjects for scrutiny will vary

£ w0 the functions of departments. The most obvicus but

! the only topies will be likely in Departments bearing

7 on the public, eg through the collection of revenue or
ivery of benefits or employment and trzining services, in
228 several issues have been raised with me. I recommend
vy secrutinies be mounted in such areas. Similarly, there
arcug of interface or overlap or duplication with cther

tlcs, particularly locel government and the nationalised

‘iesy I recommend that exercises be done here alsoc, with the
®neére. intentlon of reducing such duplication or double-banking

T exc-izive monitoring as mey be found and of clarifying the

uroos: and method of such activity as may be necessary.

? -2 order to make for consistency as between Departments and to

ﬁ?ﬁr' subjects which affect the interest of more than one

crtiﬁa I recommend that the programme of each year's g
dtinies should be decided upon after you have been informed of ;

.- Provosals for it. To begin with, I recommend the submission
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Egiﬂﬁﬁrst Pilot proposals, and the notification of arrangements
y?ifyme Ender my recommendations in paragraphs 11 = 15 above,
=< Hovember. ;

I8 10 be played by the central Departments

.. I recommend that the central De

LB 1 partments (HM Treasury, the
‘it?F’tnE Cabinet Office (CPRS)) should play the following
2.

Cnmfhe CSD, with such assistance from the Treasury and

25 may be approprizte, should prepare for you znd




for Cabinet an annual statement on the cost of
Government, dezling in particular with the main
elements of cost; with movements in them and with
metters on vhich the collective interest of senior
Ministers should be brought to bear. This might
most conveniently be done as part of the PESC
process, with the statement being considered at
some time in the pericd July=October.

b. The CSD should collate for you the proposals
made by Ministers in charge of departments for
scrutinies (see paragraph 16 above) with a view to
advising you and senior Ministers whether the most
important subjects® are included; whether the ammual
programme is coherent across departments; how
problems (identified by departments or the central
Departments) which span the interests of more than
one Minister should be handled; and also with a wview
to your indicating those scrutinies in which the
intended outcome should be reported to you.

¢+ The CED, HM Treasury and CFRS should be
suthorised to associate themselves with particular
scrutinies and to suggest ones additional or
a2lternative to those propesed by Departments. (T
degree of "association" would wvary according to
circumstances between appointing staff to join 1n an
exercise and receiving and commenting on the draft
report. The purposes of "association" would be
lend support when necesszary; to promote consistent:
of treatment as between Departments; and to ensure
that points of concern to the Minister for the Civil
Service and the Chancellor of the Exchegquer were
properly reflected in the programme of action.)

d. The C5D, with such assistance from the Treassury 21
CPRS 2s may be appropriate, should be authorised, vheid
jointly with them or on its own, to carry out scrufinié
of particular activities in collaboration with the
Departments concerned and to report to you and to the
Ministers in charge of those Departments.

e. The CSD should continue with its programme of
assignments, some of which are interdepartmental in
character, aimed 2t producing quantifiable savings %8
in transport, office support services, office maﬂu;eﬁ
and in general "cost consciousness"), but the PT?Eﬁﬁﬂl
of work for each year should be approved by you in yo
capaclty as Minister for the Civil Service.

Programme Analysis and Review; lManaczement Review

18. The last Conmservative Administration introduced new ¥




syapination, Programme Analysis and Review and llanagement Review.
Jespite the goodwill which has gone into the design and conduct of
MF-.; i+ hag become over formal and cumbersome in procedure, has

=51 engaged and kept the truly collective interest of either
Einisﬂrs or officials and has tended to produce reports which are
too bulky, tardy ané impracticable. As for menagement review, you
ve indicated that the planned reviews of the Kinistry oI

|

Ag;ic“'_fture znd the Overseas Development Administrztion should
sroceed, but that you would need to be convinced that they produce
nositive results before authorising further reviews. In my view,
ihe scrutinies I envisage would render the PAR approach

wnecessary and I think that it could cease without serious loss;
isht replace management reviews in their present form, but
I should like to offer you advice on this next Spring, in
corsuliotion with the Ninisters and senior officizls concerned.

By ] 4 w

19, I recommend that the main festures of the programme of action
should 52 announced as early as peossible, together with exzmples
0f the ireas which are the first to be examined.

2y be objected to this that it would be far better to
Eheialia specific changes, savings or reforms. In faet, the

deciei iz on public expenditure and Civil Service manpower will
nave toon announced by the time the programme is resZdy. t the
m2in pint to emphasise is that his Administration is committed to
dmg-toom reform and thet this means developing the managerizl
1"?15‘__ iinisters; looking for further savings by eliminating,

Slmpll -ing or rationzlising zreas of work; and tazking the time and
O, & the effort to identify these savings, not lzast by

challe: ing pest conventions.

Balns

223% v=hios with other exercises

;_\; content of the programme would be influenced by the

E:‘*ED-_'_ -.ff vhe exercise on medium=-term options for reducing the

ﬂ;ij;hf I-he E'—l‘ii‘ll Service and of the current "Raymer projects™ in

rererivnts (ef paragraph 6 above), on which I shell be

bira r :se you 2% the end of October, but these do not affect the

f}a;iﬁ srineiples outlined above. Nor would these principles be
siel by concurrent exercises on Circulars to and statutory

Contrel e are B :
Biro.s over local suthorities or by the review of Quangos.
2. g s
i,.p_q_i:_ sroject on the burden of Government's reguests for
':'1;-:‘1, ;Dﬂ* 1s relatively free-standing, but I shzll probebly
inelyes Tecommend to certain Ministers follow-up exercises for
“°540% 1n fhe programme of action.
* pf
Ipa : S :
Qh-}:fagfa?h (2) on page 1 of your Minute to Ministers in

Departments, 4 June.



http://that.it

23, My project on the comventions of Whitehall which disey

r inhibit, the effective managemgnu of business and resoure
Ministers’, an outline of which I shall let you have sho
complementary to the programme. Its main purpese is to
recommendations zimed at strengthening the capacity of linis
to manage their Departments. It is likely to be completsg g
Spring.

Finding the right people for top manaszement jobs

24, In conclusion, no organisational changes nor improvemen
methods will, by u“emselves, ensure lasting success. T
I know to get to grips with a complex activity is to put
in charge whose background and experience suggest that he
gqualified to do the job. This is one of the messages of
riticism of the Service:; I saw it when I waszs last in Vhi
and I am seeing it again now.

5. liznagers will not be motivated to show initiative i
down costs and aliminat*ng waste, unless promotion =nd
follow success. Their staff will not be inspired to d&o bett
unless they understand what their tasks zre for and can resy
their leaders, Those lezders must not merely take an intere
their suggestions and complaints but actively promote i
conditions necessary to the delivery of services in a m
inspires loyzlty, pride and commitment. Things go wrcng*r
outstanding middle managers are passed over by the promotion
top positions of people without management experience, or Wl
interest in the work which will be directed by them in their
appointment.

26. I intend to pursue the questions of appointments to set
management posts and of related matters during my project &
"conventions" in consultation with the CSD and other Deperid

I
30 August 1979

# T
Your Minute of 4 June, paragrath (b) on page 1
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