MANAGEMENT IN CONFIDENCE

Treasury Chambers, Parliament Street, SWIP 32
01-233 3000

PRIME MINISTER

THE EFFICIENCY STRATEGY 1882 - THE SCRUTINY PROGRAMME
You have asked for proposals for this year's Departmental scrutiny

programme .

25 This year I propose that my Departments should undertake 6,
or perhaps 7, individual scrutinies; 3 by Inland Revenue, 1 or
perhaps 2 by Customs and Excise, 1 by the Department for National
Savings and 1 by the Treasury. In addition they will be

contributing substantially to 2 of the centrally-led reviews

which will form an important part of the 1982 programme. Both

Inland Revenue and Customs and Excise will participate in the
personnel review and CCTA in the running costs exercise. The
Royal Mint will also be making a contribution to the resource

control review.

3 I had considered whether this might be toe full a programme
and I know that, in any event, my Departments would want to
pursue all of their proposed topics even if they were not to form
part of the formal efficiency programme. My judgement was that
all should be offered as suitable candidates: no doubt Derek
Rayner will be able to say how this fits in with the overall

balance of this year's programme.

4, I attach details of six proposals. For Inland Revenue the
first, and most important scrutiny, will seek to determine whether
one of the most clerically-intensive procedures in local Tax

Offices - the end of year review of PAYE tax records - can be
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abolished. The second scrutiny will review the need for, and
the methods and costs of, visits made by Inland Revenue staff to
members of the public. Finally, I propose a review of the many
memorandums and instructions issued by Inland Revenue Head Office
to their local Tax and Collection Offices each year notifying new

procedures and revising existing ones.

i For Customs and Excise, I am proposing this year a scrutiny
of errors in Customs duties. This is a major and far reaching
topic with implications for importers as well as Departmental
administration, and it was identified as a serious problem by the
1981 scrutiny of Customs attendance, I am in no doubt that it
is also necessary to conduct a major scrutiny of the VAT
Headguarters at Southend. I am considering at present whether
this should take place this year or next year: I shall let you

know what I decide,

B, For the Department for National Savings I propose a review
of the services provided for them by the Post Office. Their
current bill is around £61 million, and the cost of the staff
required in the DNS to correct the non-accounting errors made at
the Post Office counter is estimated to be between £1.5 million

and £2 million.

Z 4 For the Treasury I am proposing a scrutiny of the Civil
Service Catering Organisation (CISCO), which employs some 1,500
people and thus accounts for nearly 40 per cent of the total
manpower of the enlarged Treasury. It was set up 8 years ago
and currently runs with an annual subsidy of about £30 million.

I believe it is time to take a searching look at its operations.
As the attached description indicates, the scrutiny will not only
look at the effectiveness and efficiency of the existing
organisation, it will also specifically examine the possibility
of "privatisation"”. For this reason we felt that it would be

especially helpful to have an expert from the private sector and

Derek Rayner has kindly arranged for Marks and Spencer to provide
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one of the two examining officers for this scrutiny.

8. I am not proposing a new scrutiny in the central policy areas
of the Treasury for 1982 since Mr. Barratt will be continuing his
review of how staff in Treasury expenditure divisions can be best
equipped to play their proper part in connection with financial
management in Departments, Although this scrutiny does not conform
in all respects to the normal scrutiny pattern, it is a project to
which I attach considerable importance, So too does Derek Rayner.
It involves a far reaching examination of personnel policies as

they apply in expenditure divisions, with special reference to
training. Mr. Barratt has already submitted an interim report and

hopes to make firm recommendations quite soon.

g I am copying this letter to Cabinet colleagues and te Sir Derek

Rayner and Sir Robert Armstrong.

G.H.

A9 January 1982
/
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INLAND REVENUE SCRUTINY FOR 1982

SUBJECT: PAYE END OF YEAR PROCEDURES - "ANZ REVIEW"

At the end of h ‘ r our control records (concards) for PAYE taxpayers
are reviewed t ] with the Deduction Card, to see if an Income Tax
each card is marked

"A" where an assessment seems necessary;

"N'"" where the individual has no liability; or

"Z" where no further action is necessary.
It is proposed that the Department considers the need for this procedure.
THE COST
The current cost of the review and the associated assessing work is approxi-
mately 4,400 units. There is scope for saving approximately 1,000 units by
eliminating the review together with an additional number which will depend

upon the number of cases which are no longer marked "A".

REASONS FOR SELECTING THE SUBJECT

This procedure begins when the annual pay and tax details, supplied by
employers on individual deduction cards, are examined against the information
on the taxpayer's control records - the PAYE concard. We currently hold
26.6 million such concards. The review which is one of the most clerically-
intensive operations in the Department, is normally carried out by Clerical
Assistants who are required to work to well-defined procedures. Concards
marked "A'" (ie where an assessment seems necessary) are subsequently
Tax Officer. Where the examination establishes that tax has
overpaid during the course of the tax year then, subject to
rances the taxpayer is advised accordingly. This advice
informal notification or by way of formal assessment.

We believe th it may be possible to identify most cases where an underpayment

of tax is involved (ie where we are owed tax) without the ANZ review. If the
individuals who feel they may have overpaid tax to approach

strong grounds for thinking that the review and

re-examination could be dispensed with. Inevitably

" merking and the Tax Officer's re-examination

f underpayments and overpayments woulé not be

TERMS




MINISTERIAL REPORTING ARRANGEMENTS

ully-trained Inspector (individual to




INLAND REVENUE SCRUTINY FOR 1982
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COST

We estimate that outdoor work accounts in broad terms for some 550 man years

of effort in Collection; 150 man years in PAYE Audit Units; and 1,100 man years
in Valuation Office. The travelling costs include approximately £1 million

per annum for car hire.

REASONS FOR SELECTING THE SCRUTINY

The ever-increasing costs of financing outdoor work, in particular the cost

of car hire lay behind our original selection of this subject. We see scope,
however, for reviewing the need for visits themselves and the scrutiny officer
would be expected to examine the scope for employing alternative methods
wherever possible.

TERMS OF REFERENCE

To review the need and methods used for making visits to members of the
E
public by Inland Revenue staff.

PROPOSED STARTING AND FINISHING DATES

March 1982 to June 1982.

SCRUTINY OFFICER AND MINISTERIAL REPORTING ARRANGEMENTS

Choice of scrutiny i to be decided; to report to the FST.




INLAND REVENUE SCRUTINY FOR 1982

DISTRICT MEMOS AND INSTRUCTIONS TO TAX AND
COLLECTION OFFICES
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2 COST

Approximately 45 units of staff at Head Office are involved in the produc-
tion of circulars and instructions. The direct publishing cost is
approximately £300,000 per annum, but the principal cost is the time spent
in local offices reading the instructions issued.

REASONS FOR SELECTING THE SCRUTINY

Our Instruction Manuals contain some 3} million words, and each year around
4,000 pages are revised. In addition approximately 500 circulars on

different topics are issued, with each topic requiring on average about

3 pages of instructions. The Department is aware that the mass of paper
issued each year is not absorbed by local staff as well as it might be. A
study in this area may not produce direct economies in terms of staff or
materials but if it led to better assimilation of the material by local office
staff, their work would be performed more .accurately and efficiently.

TERMS OF REFERENCE

To review the effectiveness of the present arrangements for issuing instruc-
tions and guidance to District and Collection Offices.

PROPOSED STARTIN

The beginning of September 1982 to end of November 1982.

SCRUTINY OFFICER AND MINISTERIAL REPORTING ARRANGEMENTS
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DNS RAYNER SCRUTINY FOR 1982
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(a) Subiject

The Rayner Sc ] 3 £ accountirg) Errors recommended
that an investi tion into th \ s, and methods of correcting,
and the cost of, oth v ) Cffice errors in DNS should
be undertaken.

+

Conditions of

Approximately 88% of all National Savings business (in terms

of numbers of transactions) is carried ocut at Post Office
counters. After completion Post Offices are required to forward
the various documents relating to the transactions to the
respective Divisional Offices of the Department for National
Savings in order that the centrally maintained records can be

updated.

Errors or omissions on these documents; the use of incorrect
forms; failure to despatch the documents promptly; or failure
to observe various rules or procedures - all result in
difficulties and delays in DNS; additional work;and often the
need to communicate with the saver in order to ensure that the

transaction is correctly recorded.

As the main points of sales for all National Savings, Post
Offices are also the places where the public are most likely
to seek information on National Savings and there is evidence

that this service could also be improved.

(b) Costs

The cost of the staff required in DNS to correct the non-
accounting errors made at the Post Office counter is estimated

to be between £1.5 and £2.0m.




(c) Reasons for selecting the subject

There are two reasons for selecting the subject:

0 The DNS is paying the Post Office about £61lm this
year, and at present has insufficient influence on the
quality of the service provided, despite the large

staffing cost of putting the errors right.

2. The effe of such errors on the saver. These can
cause delays in repaying investments and if it is necessary
to communicate with the saver in order to correctly
identify his intention of the holding/account to be
credited, this does not create a good image of the
efficiency of the Department, particularly in the case

of new savers.

(d) Terms of reference

e To identify and quantify the various non-accounting errors/
omissions made at post offices which prevent the saver getting

an efficient service and/or throw rectification work onto DNS.

2. To consider measures which could eliminate or reduce the
number of such errors with particular reference to the design
of the forms/documents used, the information asked for and the

instructions used by the Post Office counter clerks.

B For those errors etc which may remain, to consider (a) methods
monitoring them and (b) alternative and less costly methods

correcting them.

4. To consider ways in which the provision to counter staff and

members of the public of accurate and up-to-date information on

National Savings at post offices could be improved.




To make recommendations accordingly.

Proposed starting and finishing dates

1 March 1982

1 Jaly 1982

1}

(f) Names of examining officers, if known, and reporting

arrangements.

Examining officers - not yet decided.

State (Lords) in consultation with

tor of Savings.

NOTE:

6. This is a scrutiny which could ideally be done jointly
with the Post Office. In that case the starting and finishing
dates would need further consideration: and the reporting
arrangements would need to include the Chairman of the Post

Office Corporation.




CONFIDENCE

HI TREASURY: Fi AL FOR 1982 SCKUTINY PROGRAMME

SUBJECT: THE CIVIL SERVICE CATERING ORGANISATION (CISCo)

subsidy from public funds in the region of £30 million =

Reasons for selecting the project

CISCO is a large exedj?ixp organisation employing 1500 people and
accounting for nearly'gg;fof Treasury manpower. Its operations

have an important impact on the day to day life and morale of

Civil Servants. Since it was set up some 9 years ago there has been
no fundamental examination of its operations and the scrutiny offers
the opportunity to ensure that the organisation is as effécient and
effective as possible, particularly as compared with similar
organisations in the private sector. The scrutiny provides an ideal
opportunity to examine the possibility of privatisation.

Terms of Reference

a. To examine the current arrangements, including cost, for
providing catering for Civil Servants;

b To consider whether these arrangements are economical and
effective and provide value for money compared with private

sector practice;

e To recommend any changes which seem desirable.

FProoosed Dates

1 May 1982 to 1 September 1982 (both dates are provisional)
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liinisterial reporting arrs

The examining officers will report to Mr Barney Ha

yhoe, Minister
State (Commons).
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»f  August 1982

" November 1982

(To be advised.)

Mr Jock

Bruce-Gardyne
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