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CIVIL SERVICE NUMBERS AND COSTS

Memorandum by the Minieter of State, Civil Service Department

POLICY
The Government's policy is clear. It is:

a. to reduce the functions of central Government and so to reduce
the number of staff required;

b to see that the remaining functions are performed as
economically and efficiently as possible; and

. as a result, to give the taxpayer value for the money spent on
the Civil Service.

FACTS
First, some relevant figures about the size of the Civil Service:

1952 - T&2, 000
1961 - &40, 000 (post-war low)
1976 - 746, 000
1979 - Y32, 000
1980 - 705, 000

Annex A spells out the history by Departments and takes account of machinery
of government changes. From 1960 to 1980 there has been a tctal increase of

66,400 (nearly 10. 5 per cent). The main changes upwards have been as
fUllD\l.'H.:
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. Staff in post Increase between
D Rent 1960 1980 1960 and 1980
Department of Health and Soeial

Security 51,000 95,000 43,000

Depariment of Tmployment 22,100 51,400 29,300
Inland Revenus 55, 600 79,000 23,400

Department of the Envircnment/
Property Services Agency/Trangport 34,200 62, 800 2B, 600 B4

Home Office 15,200 33,700 18, 500 122%
Customs and Excise 15,300 27,400 12,100 T9%

During the same period there has of course been a great increase in the work
{see Notes to Annex A). The largest decrease has been in Ministry of
Defence/Royal Ordnance Factories which have come down from 322, 000 to
241,700, a reduction of 80,300 or 25 per cent {though over the same period
the Armed Forces have reduced from 526, 000 to 312, 000, a fall of 40 per
cent).

COSTS

3. The revised Estimates provision for Civil Service pay costs in 1975-80
wag about £3, 700 million, In 1980-8]1 the provision will be about

£4, 600 million after allowing for the cost of this year's pay settlements.

The full annmal cost of employing an Assistant Secretary at 1 January 1980 is
£24, 600, Costs b}- gri‘tdq_- are set out more full':.r in Annex B.

ACHIEVEMENT 50 FAR

4. Our decisions to date have brought us down from 732, 000 to 705, 0O0.
The April 1981 figure will not exceed 695, 000, It would be a pood deal less,
but for additions of aver 11, 000 mainly to provide additional prison officers
and to handle rising unemployment., New unemployment forecasts und other
unavoidable deniands for 1981-82 have led to claims for a further 7, 000 staff
from that year. More bids for extra staff must be expected. But if they are
kept to a minimum the reductions still to come from the decisions we
announced last December should reduce staff numbers to not much over

670, 000 by the end of this Parliament - a net reduction of over 8 per cent
from when we tock office. All Ministers have worked verv hard to achieve
this result., It will be much the largest reduction since the 1950s. But is it
enough?
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5. I do not think that 8 per cent will satisfy my colleagues, our supporters
or the public. We lave all made big efforts already But I believe that we

must do more. Ialsu believe that more is possible. During the next three
years, wastage from the Civil Service (see Annex C) will be around 240, 000.

This will help enormously.
WHAT SHOULD BE OUR APPROACH?

G, We should make a plan now for the rest of this Parliament and stick te
it. We have between three and four years. A planned approach will do more
than & series of lurches. We ought to give Departments time to work out
sensible changes and implement them in an orderly way.

7. We should continue to look for whole functions that can be dropped, or
doneg more cheaply or efficieatly in the private sector. But I believe that our
main attack must be on simplifying work and doing it more efficiently, not
least in the demand-led areas which otherwise exert an inexorable upward
pressure on manpower. More than two-thirds of the Civil Service are
employed in defence, taxation, social security and the prisons. Further
savings in these and similar areas must mainly be achieved by carrying out
essential functions more economically.

8. Parliament and the public generally are mainly interested in the
numbers of staff and not in the wider costs of administration. That is
inevitable. But we must not forget costs or do things which are plainly silly
simply in order to reduce the head-count. We need a drive on costs as well as
On MANPoOWEeT.

9. The main drive within each Department must come from the
responsible Minister. We shall have to got down into the detail and make the
necessary l:h;lrl.ges. Sir Derek Rayner has already pointed the way in which
Ministers, no longer simply policy-makers but managers as well, should pull
together the costs and take stock of the activities of their Departments.
Styles will vary, and the great size of sorne Departments means that their
Ministers will simply have to delegate. One way or another, however, each
of us will have to tackle the job systematically and spend time on it.

Sir Derelk Rayner has given us some good ideas to build on.

EFFICIENCY - DETAILED PROPOSALS

10. We shall need to look at i. the efficiency of the Service as a whole;
and ii. the efficiency of specific operations. [ put forward suggestions for
particular studies and exercises, involving close collaboration between the
Civil Service Department (CSD) and other Departments, at Annex D. In
addition, the CSD should discuss with each Miniegter and his officials specific
ways of simplifying and streamlining the main manpower-intensive activities
of his Department.
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11. I believe that we must make a particular effort tc reduce senior grades.
These have not yet -tarted to come down in step with the res* - a reduction of
no more than 12 (1. 5 per cent) - aver the last 12 months. They must do so if
our policy is to look credible both inside the Service and more widely. In my
limited experience, | have noticed examples of work which in our last period of
office would be done by, say, an Agsistant Secretary but which are now done at
least a grade higher. I propose that each Department should reduce ite posts
at Under Secretary and above, taking the number on 1 April 1979 as the base-
line, by at least 10 per cent by 1 April 1982. Retirements from these grades
should run at about 8 per cent a year over the next three years, so this should
not be too difficult.

CHANGING THE CONVENTIONS OF GOVERNMENT

12. We must encourage the Civil Service to think in a different way, to see
it 28 & main aim to use small resources to the best advantage. [ will report
before the Summer Recess on pay, promotion and retirement policies and
other relevant matters. [ will also report later on the use of the grading
structure - see Annex E.

SETTING A TARGET

13. When we embarked on the Liord President of the Council's exercise we
rightly decided not to set a target. How could we know in advance what
functions could be dropped? The outcome showed wide differences between
Departments, Put a further programine aimed mainly at improving
efficiency is another matter. I believe that we must have something to aim at
and that we should try to improve the efficiency of all the work that is being
done. We should now set ourselves a common target. Then we must use the

various measures set out in this paper to help us achieve it.

14, 1 propose that we should aim at a Civil Service which is smaller by the
end of this Parliament than it has been since the war - a target figure of

630, 000, This means a reduction of around 10 per cent from the present
level, and of more than 100, 000 since we came into office.

15, At first sight this may look like a tall order and it is not made easier
by offsetting growth. But the decisions we have already taken put us on course
for a total not much above 670, 000 (see paragraph 4) and there is more to
come from the further options and studies we have already decided to pursue.

16, We must make some allowance for factors outside the Government's
control such as unavoidable growth, Circumstances are bound to change and
complete stability is a pipedream. 1 suggest therefore that we should aim to
provide a small contingency margin of about 10, 000. The CSD would
administer the use of this margin, giving priority to those claims which were
forced upon us by rising unemployment or any other external factors., Ii,

conversely, some of these changes led to possible reductions in staff the

contingency margin would be increased.
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17. This means a cut of some 12 per cent on the present level of 705, 000,
All this can be achieved if each Minister will adopt ar the ta:get for the
Departmernts under his control, in addition to the savings ait‘mndy firrn'i!,r
agreed, a progressive reduction in staff of at least E% per cent in erch of the
years 1981-82, 1982-83 and 1983-84, That is what I prcpese. Fach Minister
should draw up with the CSD a plan for action in his own Department. Surely
it is not imporesible to find further reductions of this order in any Department
through increased efficiency, simplification and other reductions in work,
given three years in which to plan and carry it out? To hr:l]: towards this aim
Ministers would natusally be able to use the savings proposed in Annex 2 of
the Lord President of the Council's paper f":{?‘g} 57). as well as savings from
the further studies, but not those already agreed and announced as firm
savings on &6 Cecember.

LONG-TEEM ARRANGFMFHNTS

18, We should also make sure that the exparience of individual
Departments, and that resulting from Sir Derek Rayner's work, is effectively
disseminated., The CSD should be given the task of working with each
Department to ersure that each Minister can have full information about what
is happening in his command (in a lasting form which will survive individual
Ministerial moves); and so that we all can know the best practice being

applied elsewhere. If the Cabinet agrees, I will take on this task and report
progress to the Prime Minister and colleagues.

FRESENTING THE POLICY

19. Leaks and rumours have been rife. The MNational Staff Side have
understandably demanded to know what is poing on. I consider an early
announcemenrt essential. If these proposals are accepted, [ suggest that
should announce the decision, and inform the Staff Side, on Tuesday b May.
Delay will only cause us morve trouble and will lower morale further.

20, Presentation to the staff will be especially important. I suggest that
the main points should be three assurances:

a, That, su.b-j-_-a:t always to a crisis which we cannot now forsee,
these proposals are our final ingtalment for the present Parliament.
We r..rugh: to end unce rtainty,

b. That we are not seeking compulsory reducdancy and will aim to
keep it to the minimum (the existing terms are generous but I have put
proposals separately to colleagues on easing the path for voluntary
early retirement),

&, That all Department will consult their Staff Sides to the fullest
extent possible about the methods of reaching their target sAvVINgs.
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21. All Departments should make a sp{:r_';ial. elfort to keep their managers
informed of what i¢ pgoing on so that they can have the opportunity to contribute,
They will have to do a great deal of the work, and should be kept fully in touch.

22, More generally, we must as far as possible aveoid making the Civil
Service feel that we are getting at them. There is too much attention to the
size of the Service, its salaries and pensions; too little to its loyalty,
integrity and dedication, We must pay serious regard to morale when we
consider the future of the pay system. Meanwhile, ] would ask colleagues to
take every opportunity they can to show that we value the job the Service is
doing for us and the counfry.

23, I invite my colleagues to agres:

o, That we should make a plan for the next three years and stick to
it, with the main emphagis on simplifying work and making it raore
efficient, and with an eye to cost as well as numbers,

b. That a programme of work should be undertaken as set out in
paragraph 10 and Annex D.

c. That we should reduce the numbers of the most senior staff
{(Under Secretary and above) by 10 per cent by 1 April 1982,

d. That we should aim at a Civil Service no larger than £30, 000 by
the end of this Parliament.

e. That in order to reach this target, with a margin for contingen-
cies and offsetting growth, each Dapartment should aim to save 23 per
cent in each nof the years 1981-82, 19682-83 and 1983-84, iu addition

to the savings that have already been agreed,

f. That the improvement of Departmental systems should be pursued
as in paragraph 18,

g- That [ should announce our decision on Tuesday 6 May,

k. Thet assurances should be given to the staff on the lines of
paragraph 20.
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I also invite colleagues to note:

a. That I shall submit further papers on pay, promotion and

retirement p-!'l].il:':ins and on grading.

b.

The importance of E-hﬂwing how much we appreciate the good
work that the Civil Service is d:;ing.

PC

Civil Service Department

24 April 1980

T
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1960

——

1961 [ 1962 | 1963 | 1064 | 1965 | 1966 | 1967 | 1968 | 1969 | 1970 |
mMop 12 322, 000| 326, 300 326, 100 329,900{ 284,900 279,400, 276,000 275, 100| 275,200 267, 400|261, 300
TRADE/INDUSTRY 3,600 8,800 9,000 9,200 9,400 7,600 9,700 10,600| 18,300} 18,900 17,20
TECHNOLOGY ~ h i k- 0 9,400, 7,100, 7,700| 37,400| 36,500( 32,000
AVIATION/ 1

AVIATION SUPPLY 45,600| 36,900 38,200| 37,500| 38,400| 38,800| 38,400 37,200 - ~ -
DHSS 21,900] 53,700| 54,400 55,800 57,700| 59,400| 60,100| 63,900| 67,900| 69,600| 70,400
INLAND REVENUE 35,600 57,000| 58,000| 58,300| 59,100 56,500| 59,000| 60,900 63,000/ 65,000| 68,100
EMPLOYMENT GROUP 22,100{ 20,800| 20,600| 21,900| 22,100| 21,200| 22,400 26,600| 29,800| 30,300| 31,200
DOE/PSA/TRANSPORT | 34,200| 33,800 33,000| 32,800| 71,600| 71,300| 69,900| 69,700| 72,100} 72,100 70,%05
HOME OFFICE 13,2001 15,500| 16,400| 17,400| 18,700| 19,100| 19,700| 21,000| 22,400| 23,500| 24,700
CUSTOMS & EXCISE 15,300] 15,500( 15,700| 15,700| 15,800| 15,900| 16,600 17,300| 17,900| 17,800 17,900
AFF 15,500} 15,500| 15,400 15,400| 15,200| 15,200| 15,200 15,700| 16,200| 16,100| 15,900
DEPT NAT SAVINGS - - ot - 3 > e e & = 15, 300
FCO/COL OFFICE 9,000{ 9,100 9,600\ 10,100{ 10,500| 11,200| 11,600| 14 200| 11,200| 10,800| 10,500
OVERSEAS DEV = = 1,300 1,400| 1,600 2,160 2,200| 2,400| 2,400| 2,400| 2,500
LORD CHANCELIOR 2,3001 5,700 6,300| 6,700 6,900| 7,000 7,100 7,300 "7,400| "7,400| 7,200
SCOTTISH OFFICE 6,600 6,800 7,000 7,400| 7,600| 7,800 8, 300 3,500| 8,900 8,900 9,200
TREASURY AND 5

CS COMMISSION 2,000 1,950 2,050| 2,150| 2,200| 2,200 2,350| 2,450| 2,550 952 1,050
CSD/CS COMMISSION = - = = - = A it = 2 1,650| 2,100
WELSH OFFICE 400 400 400 400 400 400 600 200 700 700 200
SUB TOTAL 609, 3001607, 800)610,900 |619,000|618,900 |620, 300 621,900 633,600 {648,600 645,200 |©59,500
TOTAL 641,400 540,2001647,900 656,800 1658, 100 668,000 (659, 400 674,600 |691,200 687,700 (702, 100

#rounded to nearest 100

*part-timers counted as half units
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STAFF IN POST IN MAJOR DEPARTMENTS®AT 1 JANUARY 1970-80

full time equivalents

1970 1971 __'1_{:??2 - 1973 1974 1975 1976 1977 1975 1979 1930
oD ' 261, 300125, 7991 279, 300| 270,200| 267, 900| 266, 500| 268,200{261,200| 253, 500 |23 500 |241.700
S e 17,209| 26,600| 26,3C0| 18,300| 18,700 17,905| 18,300| 18,000 16,900/ 17, 100| 15,400
TECHNOLOGY 38,000 - - & ¥ i . i ’ »100| 15,
AVIATION/ 4 - »

AVIATION SUPPLY - 28,300} - + % 3 g 3 ’
e = ¥ i - - 1,200| 1,400| 1,300 1,300 1,300
DHSS 70,400| 71,800| 74,500| 76,500 80,900| 86,700| 91,600| 94,500 96,900 97’5055
T B 68,1001 69,6001 72,900| 70,800| 69,400| 73,500| 79,100| 82,500| 85,004 85 000
EMPLOYMENT GROUP | = 31,200} 32,100 33,100| 34,400| 33,800| 37,008| 45,500| 51,908] 53,000( 52 708
DOE/PSA TRANSPORT| 70,808| 71,800 70,200| 69,900 69,300| 69,700| 73,100] 71,400 ;9’200 ﬁﬁ’ém;
HOME OFFICE 24,7001 25,700f 27,300| 28,500| 28,300| 30,300| 32,500| 32,300| 33,000 53’%05
CUSTOMS & EXCISE 17,3001 17,300] 18,300| 22,600| 24,800 27.100| 29,300 29,458 8,800 Eiréoo Sk
MAFF 15,900| 16,000 15,700 15,400] 15,000( 15,200| 15,600( 15,300| 14,800 1ﬁ’ooo ;1’50
DEPT NAT SAVINGS 15,300( 15,300] 14,800 13,900 13,400 13,600( 13,700( 12,500 11,200 1@’900 *OTEOE
FCO/COL OFFICE 10,6001 10,600} 10,500| 10,300 10,200| 10,300| 10,200| 10,000 R ey B
OVERSEAS 2,500 2,500 2'493 2,300 2,200| 2,300| 2,400| 2,400| 2. 300 : s}oo
LOED CzﬁNSELLGR ;':gg ;’;gg 9,900| 9,300| 9,300 9,600| 10,008 9,900 10,100| 10,200
SCOTTISH OFFICE ! : 9,500 ,
TREASURY AND 9,600} 9,700| 9,900| 10,700| 10,500| 10,300 10,900 | 10.700
CS COMMISSION Ton 1, 8501 " 1,4000" 1,050] 1,000] 1:0s0) 1,950 1,750] 3 0s0 oot
SIS el 2,0001 93,5501 4.2d0] 3,250 3,500| 3,700| 3,400| 3,150 11220
e T L s 900| 1,000 1,100 1,300| 1,500| 1,600| 1,500 é:gmo
|SUB TOTAL | 659,500 ‘tr{} 500 663,300 653, 200(653,900 [672., 100 a3 200 1704, 500|657 303 T

33 ,2C
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increase in size of IHISS to 1979 due to inereased num
ter complexity of benefits.

Number of types of benefit

Increase in gize of Inland Revenue over periocd 1960-70 dus
inereased number of taxpayers {caused particulariy by infl
and less than full revalorisation of tax thresholda) increas

complexity of work and new legislation.

Humber of income tax payers in 1960-61:
" " " " " " o4 -'_‘;"I.‘-g_.'-. e
3 ;

-
(earning wivea counted separately)

Inerease in Ministr f labour staff numbers betwesen 1966
due to:

(i) inerease in numbers of unemployed (from about
300,000 in 1966 to nearly 600,000 in 1958):
gee also Note 17

juction of EBarnings Related Supplekent.

Creation of Manpower Services Commiszsion was accompanied by
expansion of work to provide improved training and employment
services 3 led to rapid staff ineresses between 197
1977, T Training Services Division of Manpower Service
Commission achieved 94,200 Training Opportunities Scheme
completions in 1977 as against 15,500 achieved by the Departn
of Employment in 1971.)

The level of unemployment hass increaged markedly over

averase: 360, 000

average: 1, 390, 000
Build up of centralised driver and wehicle licensing.

Vehicles with liceneces current
L] [1] i

Increase in sizge of Home Office mainly due to incre

Eervice, lectins larger
stondords.

prigen populatlon and rPWL

ily prison populaticn in
¥ "
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HIN-0UT PROW THE [VIL SERVICE OVER L HEX 'HREE YEARS

(1980-81 to

The two main components of wastage from the Civil Service are:

(2) normal age retirements

-

(b) woluntary resignations

Hormal Age HRetirements

About TO;000 non-industrial eivil servents now in post will be GO
aver in the next 1 years. On surrent retirement patterns about
50,000 of these will retire in the period. This

the present number of non=industrial staff.

In seome senior grades, retirements will 1 a peak during the period.

1L d

The following table shows the extent of estin d retirements from the

Administration Group:

|
t
i
3
|

FIMATES (NOEMAL AGE) RE MENTS

Grafde humber

320
140
940
1580
2840
4630

a1

Voluntary HResignations

19

TG
[ =

About 48,000 non-industrial staff resigned in both 1978 and
There may be some fall in this number in future years because the
glow=down in recruitment will tend to reduce the numbera of Young
Jjunior staff who are normally more likely to reaign. Changes in
the economic climate will also be 8 fmotor and the best guess that
can be meda is that voluntary wastage of non-—industrial staff will

average about 40,000 a year, ie a total of 120,000 over the 31 year

period.




Industrial eivil servants

data about the wmatage of industrial ci

ig no centrally held

There
gservants but assuming loss rates similar to thosze for the junior 'Tﬂdq

of non-industrial civil aservants, the eatimated loas each year is S
about 23,000, a totel of about 70,000 over the period.

rom other causes, smountine
each of the years are put

of about 240,000 over the 3 year

of the civil service).




PROPOSED PROGHAMME OF WORK

(i) Staff Inspecticn

3

i o e s - - . g
nspector: is essential and

examine whether the work

is correctly graded and mammed. There is & central

4
]

Fcs

e

f 40 in the } and some 600 in departments. In recent

™

years, the rection, methods and standards of staff inspection

have been much improved. The implementation of inspectors' recom-

mendations in the two years 1977 and 1378 saved 3560 posts

a

[ £17=-£18m year).

2. We feel sure, however, that more can be done. The savings

quoted above represent little over 50% of the recommendations.

w il

’
ya

ile we do not expect 100%, zince the Inspectors will not alwa

+
o

5
il

get 1t exactly right, a higher rate must be achieved. A new study

of staff inspection in departments is in hand, and measures for

ite improvement will shortly be submitted to Ministers.
{
L}

ii) Cutting the cost of Service-wide activities

£
e

3o

We should expand and speed up the work led by C

where central expertise can most fruitfully be brough

and especially improving the efficiency and economy o

porting services common to all departments, Examplés are messel-

gerial and typing services, trangport, post, telecommunications,

o atudies

reprographic Good results have been obtained from past

-
=

in some of these

fields:
fied potential savings of
the departments looked at

departments would produce

a current study of messengers has identi-
between 30% and 50% of complement in
go far, which if repeated acrosa all

savings of £7-8m annually.




4. Hitherto, this programme has been undertaken on a small sc&
with modest resources, and each study has been prolonged while
departments have been looked at in seguence. We believe that

should be possible to make & larger and faster impact:

{a) by increasing the resources devoted to this task so

more studies can be mounted simultanecusly; and

(b) beginning with the messengerial study, by preparing gu
lines on the bapie of studies in three or four departments

which other departments would then be asked to implement.

It should then be pomsible to complete studies and promulgate Arn

standards in all the supporting services,

5« There is also scope for economy in other Service-wide actifi=
tiea. We are already locking at statistics. Training, adwn:h#»

sing end information are possible candidates for later 5tuﬂ1=.;

(iii) Mechanisation

6. There is also scope for the improvement of efficiency by 'lw
further computerisation of manual functions and, im particularg
by the introduction of word processors and other small Electrtiin
machines., The attitude of the staff is very important here, sing
recent publicity about new technology has aroused fears of rn:@b

dancy. We hope that current discussions with the unions will

produce & greater gpirit of co-operation, but we shall in any

case have to press forward on this front, taking unilateral n-{iﬂ
1

where it i1s necessary and right to do s=o.

(iv) Specific questions

T We should certainly continue to build on the results of

3ir Derek Rayner's scrutiny programme and other initiatives byl




how it= lessons can be applied more widely. Here too there
for the central role of my department in disseaminating
experience and ensuring a reasonable consistency of approach.

Examples are:-

(a) Supervision of local govermment activity. Some 5000 staff
are involved. We need to generalisze the good work already
gtarted in some departments, and I shall be proposing to the
Ministers concerned that we should aim at a reduction of one-

third across the board,

(b) pd ial sponsorship., I propose that we should follow
up the Secretary of State for Trade's recent initiative with

a general review, and will put forward specific proposals

shortly.

Networks of Regional and Local Office:s Several

studies have been set in hand. We should press ahead to con-

clusions and consider the scope for further work.
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GILANTING  STRIICTIRE

LApart from the specific reduction in senior grades proposed in
para 11, we must look at the use of the grading structure.
3ir Derek Rayner has propose&d the reduction of the length of the
hierarchy by at least three grades. His preferred method
to abolish whole grades, eg Second Permanent Secretary, Deputy
Jecretary, Under Becretary, Senior Principal, Senior Executive
Officer. I am not sure that the abolition of specific grades
ig the best answer. But I will consider it, snd report to

colleagues in the later psper I have promised.

2. The real problem is the way in which, in any specific case,
the grading structure is used, Too many levels are commonly
involved in the handling of a particular job, and work gets
bogged down in the hierarchy, wasting both money and time.

The answer should be sought by a combination of (i) taking
Erading levels out of particular working structures; and
{ii) channelling the flow of work =o that successive levels
are skipped wherever posaible, reserving their use for when

it is necessary.

3. 1 propose that, as a first step, CSD should undertake a
emall number of initial studies of representative areas of work.
The objective would be to draw up criteria and guidelines for
the more economical use of grading levels which can then be
applied generally. VWhen this had been done, departments would
be regquired to apply these criteria and guidelines, possibly
with C5D help, and to report the outcome with target dates for

implementation.
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