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DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SW1P 3EB

The Rt Hon Lord Soames, GCMG, GCVO, CBE

Lord President of the Council

Civil Service Department

Whitehall

LONDON SW1 _ I\ouly 1980

&\;&W

We are due to meet next Wednesdsy 6 August. I thought you
might find it helpful if I set out the two issues I would 1like
to raise, :

First there is the general manpower issue, As you know,
I have already committed the Department of Traensport to a
reduction by 1983 of 22% of the civil servants in post when we
took office, Adding the staff in the Road Construction Unit
(RCU) Sub-Units which I am phasing out (they are technically
local authority staff, but I pay for them) brings this reduction
to 30%. These figures compare with the 15% service-wide
reduction required to meet the 630,000 target by April 1984,
It will take some doing but I am confident that I can achieve
these figures,

We shall have a substantial difficulty with the County
Cduncils, who are opposing my plans to move most of the
sub-unit work to private consultants., I am determined to
achieve this, But under the present convention, the County
Councils will get the credit for the cuts, even though I pay
for all the staff,

You will not be surprised, therefore, to know that a
further 10% cut on top of all the other cuts that have already
been agreed would in my view be impracticable for my Department,
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f I am determined to make further savings wherever I can,
There are however only three large blocks of staff, I have
already promised to cut 1,220 from the Driver and Vehicle
Licensing Orgsnisation, which represents about half the
Department, and any further substantial cut here will have to
wait until the replacement of the main frame computers in
1984, The second group are the driving examiners, but I am
having to recruit more to reduce the present unacceptable
waiting period. The third are the staff concerned with
vehicle testing and they are already marked for privatisation,
I am reviewlng the rest of my Department, but the numbers

are in any case relatively small and I certainly cannct find a
10% saving there, I need to take credit for the RCU cuts as
well,

Secondly, there is one other related issue which I am
afralid I need to sort out very quickly. How are we to treat
the 56l staff in my RCU headquarters who are aiso technically
local authority staff? As I mentioned above, and as you know,
we are phasing out the RCU Sub Units, But the work done in the
6 RCU headquaerters cannot be carried out on my behalf by
consultants or local authorities, It proceeds directly from
my statutory and financial responsibilities for the Trunk Roads
Programme and must be done by staff directly responsible to
me, Sir Derek Rayner fully accepts this.

These staff work directly for me in the same way as the
civil service, Their coets are borne on my Roads Vote and indeed
many of them have never worked in local government, It is a
ridiculous anomaly that they are not civil servénts; it should
have been resolved years ago, It is all the more difficult to
change their status now at the same time as I am dismantling
the Sub Unit organisation. But I have no choice but to tackle
the problem now,




CONFDENTIAL

i I will of course look for savings in this area, But I
shnll need most of the posts to maintain progress with the
" #runk Road and Motorway Programme, And I must also retain
%hu accumulated skills and knowledge of the staff, particularly
the senior ones. I doubt whether I could successfully keep
them in thelr existing status nor would gradual replacement
by existing clvil servants be practicable; we do not have
snough with the necessery experience, I therefore see no
slternative to recruiting to the civil service those we need
4o retain, I understand that there is a standard procedure
for the Civil Service Commission to hold special competitions
for this purpose, No doubt the Civil Service Unions will
gppose 1t, But no other solution would be either efficient
or equitable.

My best estimate is that in practice only about 200~-250 of
the 564 staff would wish to join the civil service, if they
ware given the opportunity. Many would not accept the
mobillty requiremente of the civil service. Those who do
join the civil service will be doing the same work as before
snd will not increase the size of the public sector or my staff
coats, But I intend nevertheless to find offsetting savings
forr all these recruitments,

We shall of course need to arrange for officials to get
together to discuss ‘the details, But I do very urgently need
p policy declsion in principle now, This is because I am
committed to putting proposals to the organisations concerned
during Septemder glong with my detailed proposals for rhasing
out the Sub Units, I hope therefore that we cén reach agreement
in principle subject to sorting out the details later,

To sum up, there are really three parts of my proposal,
The first is 2y undertaking to make a 224% reduction in the
total civil service strength of my Department, Secondly, I
will be phasing out some 1600 staff in the RCU Sub-Units,
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Tﬁirdly I need to bring into the Civil Service some 200-250 staff
of the RCU Headquarters, but I propose to cover this by

finding further savings in the number of civil servants,

This adds up to & reduction for my Department as a whole of

some 30% and it will present great difficulties of handling

with the Steff Associations,

In the light of the above and of the Prime Minister's
summing up at Cabinet last week, I hope you will feel that
you can agree to my proposals for RCU Headquarters, and that
you will accept that there are now very severe limits to the
extend to which further cuts within my Department are

~ practicable,

I am sending copies of this to the Prime Minister and
Sir Robert Armstrong,

NORMAN FOWLER

CONFIDENTIAL
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Civil Service Department
* Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State 29 July 1980

Rt Hon Sir Geoffrey Howe QC MP 2l “
Chancellor of the Exchequer /d;b@“y /ﬁQWtCJ é:
H M Treasury

Parliament Street
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Christopher Soames has asked me to write to you about a possible

agreement on new technology which I have been working on for /9
some time. B .

AGREEMENT ON- NEW TECHNOLOGY

When the Civil Service unions approached us last year with a .%21
draft agreement on the introduction of new technology, one of &
their main demands was that existing job levels should be

( protected. This has been an IMportant Iactor 1l NEZOTlations

. confrontations) over new technology in the private sector.
The Civil Service unions now seem to recognise that a no-job-loss

guarantee for new technology is quite unrealigtic, But they
attach all the more importance to securing a pledge from the
Government that no-one will be made compulsorily redundant

as a result of the introduction of mnew %ecﬁﬁoiogy. [T 1s clear
that no national agreement will be possible without such a
guarantee. We therefore have to consider whether this would be
an acceptable price to pay for a national agreement, or whether
it would be better to face the prospect of a breakdown in the

negotiations and proceed piecemeal with the introduction of
individual departmental projects in the face of union opposition.

A no compulsory redundancy pledge is quite normal in private
sector agreements about the introduction of new technology. You
will remember this is one of the matters the CBI and the JUC are
discussing in_NEDC. In the Civil Service the practical
implications of such a ‘pledge cannot be clearly predicted. So

I suggest that we protect ourselves by including in any pledge

a break clause making it subject to termination at 6 months'
notice by either side. The pledge would obviously have toO be
confIMET TO0 posts which have become unnecessary as a result

of new technology and not from other causes (eg manpower cuts).
It will not always be easy to distinguish between the two.

(Contitde ey
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There are considerable difficulties about

But we need to consider the consequences of tefusing 1it.
agreement would lead to a considerable improvement in the
general atmosphere and I think many more projects would go

ahead smoothly. In the absence of an agreement, on the other
hand, while the unions may try to block departmental discussions
over the introduction of particular projects, it is not clear
how effective their resistance will be. Many of the staff,
after all, want to use modern equipment. Colleagues will be
better placed than I to gauge the situation in their departments.
Accordingly, I should welcome your comments, and those of our
colleagues, on whether offering a pledge (subject to notice

of termination from either side) of no compulsory redundancy as
a result of new technology would be a reasonable price to pay
for concluding a national agreement. My own feeling at present,
shared by Christopher Soames, is that on balance it would be.

If we did decide we should offer such a pledge, as a matter of

tactics we should clearly hold i ents
of the nationa& 5 men ave been sorted out. But the Official

Side in the negotiations need to know now whether they may hold
out a prospect that a pledge may be negotiable if they are to
avoid a breakdown at this stage.

In the meantime there are, of course, some projects such as
DATALINK in DHSS which are being delayed as a result of the
withholding ©T the union co-operation. As I mentioned in my
letter' to you of 18 June, colleagues should not feel that they

have _to hold these projects in check while national negotiations
continue. You may remember e correspondence between Peter Walker
and me in the spring about the difficulties of introducing word
processing equipment in his Department This case was subsequently
taken up'%if% %Ee CPOA at natlonal Tevel, and agreement was reached
that the equipment should be introduced. If other colleagues

have cases where agreement cannot be reached with their departmental
Staff Side, I hope they will arrange for their officials to let
mine have the full details. We can then take up the cases,
individually, at national level. If agreement cannot be reached

in any particular case, as with DATALINK, then there is the option
of introducing the new machinery by administrative action. Where
that happens, I should be grateful if colleagues would let me know.
The next meeting with the unions is due on 14 August, and it

would be very helpful therefore to have colleagues' views by
Friday 8 August. :

I am copying this letter to the Prime Minister, members of the
Cabinet including the Minister of Transport, Ministers in charge
of departments and Sir Robert Armstrong.

)/’ J2%h
PAUL CHANNON ; (/-{“Nk
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Alexander Fleming House, Elephant & Castle, London SEI 6BY
Telephone 01-407 5522

. From the Secretary of State for Social Services

Rt Hon The Loxd Soames, GCMG, GCVO
o Lerd President of the Council
vil Service Department
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CIVIL SERVICE EFFICIENCY AND MANPOWER

1d not wish the Cabinet to spend time
1 ssing what may seem a comparatively
minor jpointy I mu serve my position on the
proposal in Ann ¢+ B of the paper that an additional
PES manpower bid for DHSS be rejected. The smell bid
in quastion relates to an important service for the
the “auteJ_ be pu:ccued Dj
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The Prime Minister has
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the Lord President

Jim Buckley, Esq.,
Lord Presidgnt's Office.
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DEPARTMENTAL MANAGEMENT SYSTEMS

Thank you for your letter of 15 July about MINIS, in which you asked
how I see the application of this approach elsewhere.

You will have seen from his paper (C(80)43) on Civil Service
efficiency and manpower, that Christopher Soames has referred to the
work on "lasting reforms" launched by Derek Rayner, which will be
coming forward this autumn. We shall want to draw on your experience
with MINIS and it is good of you to offer the help of your staff
which will be most useful, Although Derek Rayner has not yet let us
know how he wants to proceed with this part of the work, I am sure
that he will welcome this. We shall also be able to draw on relevant
experience in other departments. I have recently seen, for example,
a note of the rather less elaborate arrangements which Patrick Jenkin
has made in DHSS. We propose to discuss them with his Department.

I look forward to seeing your speech on MINIS,I shall also be
interested to learn how you decide to modify the present system in
the light of your experience with it and how you propose to link it
in future rounds with the manpower planning and control system
introduced following last year's management review., If you find that
the amount of documentation can be reduced, it would obviously be
helpful to be able to take account of that in any attempt to specify
the components of a "model" system for wider guidance. I feel sure
you are right in thinking that there is scope for such a model.
Equally, the precise form of each Department's system will depend
upon its size, the nature of fts work and the amount of detail its
Minister can cope with., The key will lie in identifying those
essential features which must figure in all systems if they are to be
effective. It is here that I especially hope that Derek Rayner will
be able to help us.




I am copying this letter to the Prime Minister and to
Derek Rayner.
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Civil Service Efficiency and Manpower
(C(80) 43)

PRIME MINISTER

BACKGROUND
The Lord President of the Council reports progress on the contributions
which Departments have offered towards the target of reducing Civil Service

numbers to 630,000 by April 1984, He seeks authorityfor further bilateral

discussions leading to firm proposals in October.

2. Atits meeting on lst May the Cabinet agreed (CC(80) 18th Conclusions,
Minute 4) that:-

the Government should aim to reduce Civil Service manpower

from 705,000 at April 1980 to 630, 000 by April 1984;

e e s
provision should be made within this for a contingency margin,

which might need to be greater than the 10, 000 then proposed,

to allow for unavoidable staff increases (e.g. to deal with
rising unemployment);

the reductions should be achieved flexibly, both as to timing

and as to distribution among Departments, rather than by a

system of annual targets,

55 Assuming a contingency margin of 10, 000, the objective is to make

savings of 85,000 during the period. The Lord President repos that 20, 000

——
will come from existing plans and that Departments have offered a further

40,000 new savings. There is therefore a shortfall of 25, 000.

S e e e O Sy ————

4. In the light of the response so far, the Lord President advises that a
flexible approach will not work., He recommends a cut across the board of
10 per cent in each Department, with exceptions for prison staff and in a few

e —————— e e
very limited areas. The latter yre not named, butI understand they include

the small Legal Departments, the Intervention Board for Agricultural Produce

(IBAP), and some Museums.

=]
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5% If accepted, this will mean that nearly all Departments will have to find

some further savings; and some considerably more. The Lord President

does not say which Departments are below par so far. I understand that they

are, principally, the Chancellor of the Exchequer's Departments (7, 000 offered

—

out of 118,500), Agriculture ('at least 150' offered out of 14, 000) and Education

(100 out of 2, 600). The staffing of the Manpower Services Commission is still
u.rEr revie: In their defence, some of these Departments may argue that the
baseline should be April 1979 rather than April 1980. For example the
Chancellor's Departments were reduced by 8, 500 during 1979-80 and he, and

others, might argue that he is now being penalised for the benefit of those who

—
are slower in making a start on savings. The Lord President rejects this on

—

the grounds that collective decisions taken for 1979-80 cannot in effect be

re-opened and brought into the arithmetic of the present exercise.
——— e —
6. In his paragraph 11 he pointe out, that, on the returns so far, it looks

as though numbers will fall only to about 690, 000 by April 1982, He regards

it as implausible to find the 60, 000 balance in the following two years. He
S e e | —

proposes accordingly that the objective should be 675, 000 by April 1982
h

P

achieved by reductions in all Departments of 3 per cent more than on present
—

plans.

(e In paragraph 14, and Annex B, he refers to proposals in the Public
Expenditure Survey which would lead to additional staff. He recommends that
those for IBAP and DHSS should be ruled out, and a decision deferred for those
for the Home Office and the Office of Population Censuses and Surveys (see the
table in Annex B).

8. On timing and procedure, he proposes that the Civil Service Department,
ad vised by Sir Derek Rayner where necessary, should have further
discussions with Departments on savings, and measures to improve efficiency,
and that colleagues should let him have the necessary figures by lst October

with a view to his putting firm proposals to Cabinet by the end of October.

9. In the meantime he will report before the Recess W
senior grades and merit pay in place of automatic increments; and after the
—_— — e
Recess on promotion and succession policies and the scope for shortening the

chain of command.

L)
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9a. The Lord President refers in his paragraph 10 to gross savings

of £500 million a year from 1983-84. This is misleading. Half is already

. . . e ————————
assumed in the baseline. Some will be offset by the costs of contracting out,

some savings in the Ministry of Defence could be used to finance equipment

expenditure if they maintain their NATO growth targets.. I understand that

provisional estimates point to net savings of £40 million in 1981-82 rising

to about £120 million a year from 1983-84.

[/HANDLING
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10. You may wish to introduce the discussion yourself by reminding the
Cabinet that the Government is firmly committed by your statement of 13th May,
following the Cabinet discussion of 1st May, to reducing Civil Service numbers

to 630,000 by April 1984. The Treasury and Civil Service Committee, the

unions and commentators generally will be pressing for firm indications of how

this is to be achieved, and will be quick to pick on any indication of uncertainty

on the part of the Government. It is therefore essential that all Ministers

should now give the Lord President their full co=operation in finding their

share of the savings. For the moment itis probably sensible to work on the

assumption that the contingency margin should be 10, 000 - as proposed in

paragraph 6 of the Lord President's paper - but the fact that it may be
necessary to increase it reinforces the need to find the presently proposed
savings in full,

11, You might then invite the Lord President to introduce his paper. He

may well identify the 'offenders' himself but, in any event, you may wish to
ey,

ask the Chancellor of the Exchequer, the Secretary of State for Education and

the Minister of Agriculture to comment on their offers so far.

12. Since the proposal is that there should be further bilateral discussions

there should be no need at this stage for a detailed discussion of the implicationg

for individual Departments, and it would be much better not to close off any

options. If Ministers have any general points they want to make at this stage

the Lord President can take note of them for further consideration in the
course of the bilaterals. In addition:-

(1) you might ask the Chancellor of the Exchequer to comment on

—

the proposal that the Lord President should report to Cabinet

e ——
by the end of October with his firm recommendations. The
——
Chancellor is provisionally proposing to come back to Cabinet

by then with his final proposals on the 1980 public expenditure

exercise., If he is to do this, he will need to know first what

———————————————
are the public expenditure savings which will arise from the staff

cuts, This seems to point to the Lord President completing his

work more quickly than he proposes;
23
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some of the proposals for manpower cuts will require
legislation if they are to be implemented. It would be
helpful if when the Lord President reports further he

could set these out in detail together with notes on any other
major points which the Cabinet will need to take into account.

CONCLUSIONS

13. In the light of the discussion you will wish to record conclusions:=

(1) confirming the objective of reductions to 630, 000 by 1984 and

the provisional assumption of a contingency margin of 10, 000

—

posts within that total;

calling for an across-the-board 10 per cent reduction on all
Departments in order to achieve that target, with allowance
for a few exceptions;

confirming an interim target of a r e duction to 675, 000 by

ey
April 1982;

agreeing that the manpower implications of the additional PES
bids should be dealt with as proposed in Annex B of the

Lord President's paper;

approving the bilaterals on further staff savings, and giving
the Lord President a time by which he is to report back to
Cabinet;

inviting the Lord President in his further report to set out
the legislative implications of his proposals, and any other
major factors of which the Cabinet should be aware at this

stage.

(Robert Arms trong)

23rd July 1980

CONFIDENTIAL




CONFIDENTTIAL

Prime Minister

Civil Service Efficiency and Manpower: C(80)43

Cabinet is tomorrow discussing the Lord President's
proposals for achieving our target of reducing the size of the
civil service to 630,000 by April 1984. While I fully support
the target itself, I regret I cannot agree to the means whereby
the Lord President proposes it be achieved. His proposal that
all Departments with very few exceptions, should reduce their
staff numbers by 10% by April 1984 seems, if I may say so, to
amount to an attempt to re-open the decision which we took on
1st May, that there should be flexibility in the way cuts are
applied to different Departments.

My own departments represent only about 2% of the civil
service, but they exist to fulfil statutory duties and to
provide statutory services. I have no means of controlling the
amount of work which comes to the courts, and it is certainly
no part of our policies to lengthen delays in bringing cases
to trial, or to provide the public with an ifferior service.
This would be the inescapable consequence of cuts on the scale
which the Lord President is advocating. The savings which I
have already offered to find represent the very most I can hope
to secure from increased efficiency in the courts service. To
go further would entail court closures and increased delays.

The same goes for the Land Registry and the Public Record
Office. They cannot control the amount of work which comes to
them. To find their share of the savings would mean, in the
case of the Land Registry, the stopping of new registrations,
and in the case of the PRO an amendment to the Keeper's statutory
duties. The present exercise is designed to make the civil
service more efficient, not to lead to the abandonment of
worthwhile functions which Parliament has seen fit to provide
for.

I would most strongly urge therefore that small departments
like mine should not be subjected to arbitrary percentage cuts,
but that the Lord President should discuss with individual
Ministers how much it is sensible and realistic to expect
particular departments to contribute, having regard to the
extent to which Ministers are able to control the volume of
work which their departments are required to undertake.

I am sending copies of this minute to other members of the

Cabinet, the Minister of Transport and Sir Robert Armg{rong.
‘1 e

Approved by the Lord Chancellor and
23rd July, 1980 signed in his absence.
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CIVIL SERVICE NUMBERS

Departmental returns of staff in post at 1 July 1980 have
Just been received. The total of 700,200 is a reduction

of 4,900 from the 1 April number an ,000 since we took
office. S——

We are, so far, on course with our plans to reduce Civil
Service manpower. Many Departments are continuing to
restrict recruitment. The trend will continue downwards
throughout this year.

Gross reductions are The largest are in Defence (3,400);
Inland Revenue (1,350;; Environment (800); and the Manpower
Services Commission (500). These are offset by increases of
2,300, mainly to cope with increased benefit payments, to
improve anti-fraud work, and to staff the prisons. ILargest
increases accordingly come in DHSS (1,100); Home Office (500);
and the Department of Employment (400).

The Minister of State will announce the 1 July staff in post
figure in the House during Question Time today.

SOAMES

23 July 1980







PRIME MINISTER

The only point which I am told the Chancellor wants to

raise with you tomorrow is the question of industrial training,

el

which was raised at Tuesday morning's breakfast. Attached is

| a minute on this.

LR

You might want to have a go at the Chancellor on his

<,__———5Departments‘ manpower proposals - 7,000 reduction offered by
1984 out of a total of 18,500. It would be worth trying to

S ‘
reach some measure of agreement with him before Cabinet, since

it is obviously undesirable for you to be seen at odds with

the Chancellor at égginet on a matter of this kind.

The Chief Secretary and Nigel Lawson are having their

bilateral with Francis Pym tomorrow on this year's cash limit

ST SRS Y
problem. I expect the Chancellor will want to come back to

you on that after the bilateral.

23 July 1980
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Parliament Street London SWIP 3AG

Switchboard 01-233 3000
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Sir Douglas Wass KCB

Permanent Secretary

Sir Derek Rayner

Cabinet Office

Whitehall

LONDON

SW1 21 July 1980

Juav Sonn,

INSPECTOR-GENERAL OF THE CIVIL SERVICE

I have read with interest your note which Clive Priestley
circulated under cover of his minute to Jeremy Colman of

14 July. I have also seen Ian Bancroft's letter commenting

on your note. I thought you might find it helpful to have in
writing my own reactions to your suggestions in advance of the
meeting we are to have on Wednesday.

I begin by declaring my whole-hearted endorsement for your
proposition that at the centre of any modern organisation there
must be a capability to design and monitor systems of financial,
manpower etc control and management. However much the constituent
parts of an organisation are required to operate the system,

there must be some central authority for the dissemination of

best practice, for the maintenance of standards and so on.

Where I have difficulty with your approach is over the

proposition that the organisation arrangements intended to strengthen
the centre's functions in regard to systems should include an
Inspector General.

You pin a good deal of your case on the argument in paragraph 4,
viz that the Government and the Civil Service need an outside
critic brought in at fairly regular intervals. But you do not say
why this is so. Of course we need - as does any organisation -
constructive self-criticism. I believe in this, almost passion-
ately. But the IG idea is based not on self-criticism but on
external criticism. Now it seems to me to be of the essence of any
system which relies on external criticism that it will to some
extent undermine self-criticism. I know of no other organisation
which has an inbuilt system of external criticism comparable to
that which you are proposing; and I wonder how you feel that an

IG would function in Marks and Spencer. My own suspicion 1is *that
he would subtract from, rather than add to, the motivation and




~ purposefulness of those parts of the organisation which are
currently charged with his responsibilities. What would the
effect be on the Finance Director if there were an IG reporting
separately to the Board? .

When I turn to the IG's functions as listed in paragraph 7,I find
all these, except possibly (f), to be functions which ought to

be exercised by either the CSD or the Treasury. We all want
these two departments to perform effectively and coherently.

But if you create a post or a body which claims some of those
depts' functions you will in my view almost certainly diminish
both the morale of those departments and their effectiveness.

More particularly I have the most serious reservations whether

an IG with the size of staff youhave in mind has the resources

to carry out the functions you would assign to him. To make
comprehensive judgments of the kind you outline in paragraph 10
would require far more than a handful of staff. These are the
terms of reference of a whole department, not of a group of a dozen
or so people.

The one area of activity which we cannot claim the CSD/Treasury
mmempﬁﬁover is that of being a recognised receptacle of complaints
and criticisms. Of course we get many such messages, but people
are not actively encouraged to write to us about them. What you
seem to envisage in this field is a sort of administrative
Ombudsman for the Civil Service. Again I have misgivings. I am
very much in favour of a constructive suggestions scheme and I
believe we could do more to promote this idea at every level.

But the idea embedded in your paper carries too much the flavour
of encouraging "informers" within the Civil Service. Do we really
want to see managers looking over their shoulders at their
subordinates, wondering whether their activities and their
shortcomings are to be reported to the IG? Nothing would be more
calcuated to destroy management morale than that and I cannot
believe that you would want to be a party to such an end.

To sum up I agree totally with yogz engﬁﬁ unless the IG were
formally a part of the Treasury/CSD and under the jurisdiction

of the Treasury/CSD Ministers and Permanent Secretary it would in
my view have the seeds of inefficiency not efficiency.

I am sending copies of this letter to Ian Bancrofts Robert
Armstrong and Clive Whitmore.

DOUWLAS WASS







CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SWIA 2AZ

Telephone 01 273 5400

Sir Ian Bancroft G.C.B.
Head of the Home Civil Service

Sir Derek Rayner 18 July 1980
Cabinet Office

70 Whitehall

LONDON SW1

bexw " me

INSPECTOR GENERAL OF THE CIVIL SERVICE

Thank you for sending me a copy of your note of 14 July
about the proposal for an Inspector General. I agree
that it would be useful if you, Douglas Wass, Robert
Armstrong and I could have a word about it before the
meeting with the Prime Minister on 23 July. With that
in mind, I thought it might be useful to send you my
first thoughts on the note.

The main question on which, I think it is essential to

be clear, is the accountability of the Inspector General.
You have yourself laid great stress on this where
"regular" Ministers and officials are concermned. It
seems to me even more important in considering the intro-
duction of a new office on a stage already well peopled
with principal actors.

We are at one on the statement in the first paragraph of
the note. The functions you mentioned there must be
central ones. I would go one step further. Whether these
functions are best located in a single central department
is arguable. But I do not see how they can be separated
from the functions of what are now the Treasury and the
CSD.

Take, for example, the first five of the functions listed
in paragraph 7 of the note. These are all m atters which
must, in my view, be part of the responsibility of the
Ministers of the central department(s). I do not see how
they could possibly do their job otherwise. Those who

SEQRE:




"BEORET

allocate the resources of money and staff must have a
responsibility for satisfying themselves that those to
whom the resources are allocated have adequate systems
for managing them. Executive responsibility for these
tasks could not, therefore, be given to an independent
Inspector General. The Ministers of the central
department(s) could, of course, delegate work on these
executive functions to an Inspector General, but only if
he were answerable to them and was, therefore, located in
the Treasury/CSD, not in the Cabinet Office or elsewhere.

The note also proposes important advisory functions for

the Inspector (I read paragraph 10 as including a mixture
of executive and advisory duties). It would, of course,

be possible for the advisory work to be done by an
independent Inspector General reporting direct to the Prime
Minister. You are, if I may say so, the proof that this is
not only feasible but can also be extremely effective. But
I believe than an independent adviser on these functions
would be acceptable to Ministers and senior officials - and
also to the world outside - only if he were an "outsider"
with a track record such as yours. Once the office is
institutionalised, and made part of the standing machinery
of central government, the picture changes. An official
must be answerable to a Minister, and will need to be able
to invoke his Minister in case of need if he is to be
effective. The question then is which Minister? Given the
responsibilities of the Treasury/CSD Ministers in the field
in which an Inspector General would operate, I think the
answer must be that he would come under them - unless the
object were to provide the Prime Minister with an official
machine for checking on what the central Ministers were
doing. That would be a major constitutional innovation and
not, I would suggest, & happy one.

This suggests not only that the Inspector General should

have no independent executive responsibilities formally
allocated to him, but also that his advice should at least
formally be channelled through central departmental Ministers.

Moreover, I think there would be practical difficulties in
locating the Inspector General in the Cabinet Office with a
very small staff of his own but a right to use CSD or
Treasury officials as he pleased. There could be problems

in sorting out the relative priorities of the demands made

on them by the Inspector General and the claims of the staff's
departmental work. For example, the O & M specialists and
the central corps of staff inspectors in CSD are needed both
to assure the quality of departments' O & M staff inspection
and to undertake cost-cutting and efficiency studies which
can only, or best, be done from the centre. At the moment,
their programme of work is drawn up to meet priorities set

by CSD Ministers. It is difficult to see how they could be
diverted to other tasks set by an independent authority with-
out real risk of confusion.

2
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As to "complaints and suggestions", I very much welcome
what you say in paragraphs 13 and 14. But I think we
need to be careful not to cut across the managerial
responsibilities of departmental Ministers. Certainly,
we want serving officials to feel a positive encourage-
ment to make suggestions and cut out waste. I should
have thought, however, that it was the job of the depart-
mental Minister - assisted by his Permanent Secretary,
PEO and PFO - to ensure that suggestions and complaints
are properly examined and acted upon. I certainly think
it would be appropriate for an Inspector General to
discuss with departmental Ministers their systems for
investigating suggestions and the action they have taken
in response to complaints about waste and inertia. But I
believe it would be wrong for those suggestions and
complaints to go direct to the Inspector General; that
would confuse lines of accountability and make departmental
Ministers defensive, instead of motivating them to take a
positive lead on efficiency themselves.

This analysis suggests to me that if there is a role for an
Inspector General, it is to strengthen and give emphasis to
the drive to improve efficiency and management within the
framework of the central department(s) which carry the
responsibility for "his" subjects.

The Inspector General should have no independent executive
responsibilities; in our system, such responsibilities can
belong only to Ministers. The central departmental
Ministers could, however, delegate functions to him and he
would then be answerable to them.

The Inspector General would have a strong "gquality assurance"
and advisory role. His advice would be directly relevant to
the responsibilities of the central Ministers, and much of
his advice would be to them. But provided that his account-
ability was clearly defined and understood, it would be
possible in practice for him to offer advice to other
Ministers, and when appropriate to the Prime Minister,
directly.

For the reasons given in paragraphs 10 and 11, it would be
better to locate the Inspector General in CSD or in a merged
CSD/Treasury rather than in the Cabinet Office. This is not
only for reasons of accountability but also to avoid the
staffing problems mentioned in paragraph 7 above.

If this general approach is agreed, the next question is
whether it would be worthwhile, either within.CSD, or in a
reunited Treasury and CSD, to institute a new office with the
kind of responsibilities you have outlined. The argument in
favour is primarily, as I see it, the emphasis that it would
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give, both inside and outside the Service, to the
importance of the subjects. And that might be an
especially valid point in the context of a re-united
Treasury, which might otherwise give them lower priority.
That argument has, however, to be weighed against the
problems of carving out for the Inspector General an
appropriate command which would enable him to operate
effectively without damaging the necessary links between
his work and that of the rest of the department. I would
doubt, for example, whether he should be responsible for
the supply control of manpower and staff-related expenditure -
and the case we have discussed for a re-united Treasury
indeed largely rests upon the advantages of bringing that
closer together with the rest of public expenditure.

But there would undoubtedly be some penalties to be paid
if the work on expenditure control were to be more

widely separated from staff inspection, management
services and cost-cutting and scrutiny work; we have put
quite a lot of effort in recent years into bringing them
together.

You will see from what I have written above that I am not
yet persuaded that an Inspector General is the right thing
to go for, as opposed to the strengthening of, and
maintaining powerful Ministerial support for, the relevant
functions of the central departmenﬂgg. But I recognise

the argument the other way and am open to conviction. If

it is decided to pursue the idea further, the next step I
think, would be to try to specify in detail the Inspector
General's functions and the supporting organisation he would
need.

I am glad to hear that your note on the Inspector General
has now been shown to the Chancellor of the Exchequer and
the Lord President.

T am sending copies of this to Douglas Wass, Robert Armstrong
and Clive Whitmore.

FRCRR O ¥

%J IAN BANCROFT
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MR. ALLEN
SIR DEREK RAYNER'S OFFICE

This minute is to confirm that, as I
have already told you, we are content that

Sir Derek Rayner's revised paper on the
Inspector-General of the Civil Service
may be circulated to the Lord President
and the Chancellor of the Exchequer.

18 July 1880




2 MARSHAM STREET
LONDON SW1P 3EB

My ref: H/PS0,/152%9 /80

Your ref:

\S July 1980

Thank you for your letter of 20 June; I am glad you found the
MINIS meeting interesting..

The current, first, round of the MINIS exercise was deliberately
designed as a detailed one. I shall review it during the Summer
to bulld on the lessons we have learned the first time round.

You will know that this Deptment reduced its numbers by 8 % in

our first year and we are now currently identifying a 10ﬁ

target reduction by next April in area after area. We could

not have achieved this without such a management system and I
would like to know how you see the use of such a system generally
in Whitehall?

I think you hope that the use of management information systems

in Government Departments might best be carried forward as part

of Derek Rayner's "1aotinp reforms" exercise. My officials

operating my MINIS system will be ready to help , and I believe would
provide you with very valuable first hand experience.

I am about to hold another of my senior management meetings at
- which I intend to make a detailed speech about our findings
from MINIS. I will send you a copy.

I am copying this to the Prime Minister and to Sir Derek Rayner.

LM AT

KK ta

MICHAEL HESELTINE

RtIhJPaul Channon qu MP
C







10 DOWNING STREET

c/a:/ «‘)”r 3*‘:&\
TAS hoé wﬂ(ﬁés W"’"
A s e - sl
Sonv v WA sl ek s
YA b

LR

TR tmmedeale greslean
s Whilin ones 87 (A
/u‘((/v gAocdA jo (o [/le

S PNUSTE IV S0

[ Unk g, 1 (hek

/)ww;sowj e M/tm/

§¢z,/\4m&3 MW

Ao,




COVERING SECRET

Mr PATTISON

INSPECTOR-GENERAL OF THE CIVIL SERVICE

(Earlier reference: Sir Derek Rayner's personal minute to
the Prime Minister, 3 July)

i At her private meeting with Sir DR and Sir Robert
Armstrong on 8 July, I believe that the Prime Minister indicated
that she was content for a note on this subject to be circulated
to Sir Ian Bancroft and Sir Douglas Wass.

Zow That hasteen done and I attach a copy of the relevant
minute to Mr Colman.

3. On the question of circulation to the Lord President and
the Chancellor also, I will arrange for the note to go to their
private offices on 18 July unless you advise me otherwise.

Title

4, The Prime Minister thought that '"Inspector-General™ had
a Star Chamber rin%. That explains the qualification which now
appears on p.1 of the note.

5.  The synonyms for "Inspector" sound either unsuitabl
clinical (analyst, examiner) or even more inquisitorial am
bureaucratic (scrutiniser, perscrutator).

6% Other possibilities seen either archaic, e§ surveyor, or
somewhat off-centre, given our conventional use of certain words,
eg Commissioner. There 1S alSo an ungainliness about such titles
as "Commissioner for Efficiency" or "Special Commissioner".

(e We might instead have a descriptive title, based on the
proposition that the "Inspector-General"™ would have a staff.

8. Sir DR quite likes the possible name given ontﬁ.l of
0

the note, "Head of the Efficiency Review Office", although the
acronym HERO might take some 1iving up to or down.

Iis Perhaps the right course would be to play down the idea
of a title for the chief "inspector" and to concentrate instead
(a la CPRS) on the name of the staff. "Central Efficiency
Review Staff" might do (CERS?) but "Central Management Review
Staff" (CMRS) might be better.

s

s 4

C PRIESTLEY
14 July 1980

Encs: Copy minute to Mr Colman
Revised note by Sir Derek Rayner







cc for information

. Mr Taylor (HM Tsy)
Mr COLMAN Mr Wright (CO)

INSPECTOR-GENERAL

iie Sir Ian Bancroft's minute to the Prime Minister of
30 June mentioned that Sir Derek Ba¥ner wished to develop
further his ideas about the "Inspector-General".

2o This he has now done in the form of the attached note.
It is_a general description and more work would be needed to
translate it into a practical job specification, but it should
serve the present purpose, which is to expose the issues.

3. I understand that the idea of the "Inspector-General,
but not the title, was received favourably in a recent private
talk between the Prime Minister and Sir DR. As the issues in
the note have some relevance to the meeting on 23 July, I am
consulting Mr Pattison Segaratelg on whether or not the note
should be sent to the Lord President and the Chancellor in
time for that meeting.

4, If it could be managed, it would be helpful for the
three Permanent Secretaries and Sir Derek Rayner to have a
word about the note, especially if it goes to the two Ministers
before 23 Julg. One possibility might be to meet here at 2 15
on Wednesday 23 Jul efore the "merger" meeting. Will you

¥lease liaise withyMr Allen (233 8550) in my abSence on leave
rom the end of Wednesday 16 July?

g PRIESTLEY

4 July 1980

Enc: Note on Inspector-General




INSPECTOR-GENERAL OF THE CIVIL SERVICE

Note by Sir Derek Rayner

Background

s In my minute of 26 March I suggested that the
"function of the centre of any organisation must include
the design and testing of systems of control and management
in respect of money, manpower, personnel and assets and

operations" (para. 16c¢).

2 I went on to recommend that the mechanisms of control
and testing would best be provided by organisational arrange-
ments including an "Inspector-General of the Civil Service"
reporting direct to the Prime Minister and the merger of

the relevant parts of the Treasury and CSD (para. 17).

3. The purpose of this note is to propose what the

functions of this officer should be and to comment on

where he might be sited in the machinery of government.

(I am not wedded to the title "Inspector-General'; although
it is both striking and exact, it might sound too Prussian
to some; a more descriptive title, like "Head of the
Efficiency Review Office", might be better. However,

title is secondary to function and for the purposes of

this note I am using "Inspector-General" (I-G).)




General

4, A new office of Inspector-General is needed to free
the Government and the Service from the need to bring in
people like me at fairly regularly intervals. Both the
Government and the Service should be capable of such
constructive self-criticism, conducted asfar as possible
in the light of the public gaze, as to show that they have
an adequate quality assurance and have made suitable admin-

istrative preparation for the future.

Dis The word "inspector" implies inquiry, assessment and

examination. Some is necessary, for the good health of the
Service and for the satisfaction of the public. I would not
however assign the functions of assessment and examination

here considered to a body other than the Government itself.

6. I am not in favour of something like Mr Chapman's
"New Audit Department", with its strongly inquisitorial

overtones, for three reasons:

a. I am here concerned solely with the Executive's
roles of managing and policing itself, not with the

audit role of the Legislature.

b. Although the formal disciplines of examination
have value, and there is scope for a very considerable
development of the audit function, both at the centre
and in departments, I regard the main task of the

I-G as assisting Ministers and their Departments, ie

one of promoting quality assurance, not prosecution.

2




Cs I make the critically important assumption that
the Service is capable of excellence and is, 1in part,
excellent in the use of resources. The I-G would not
therefore sit on an island of good thinking surrounded
by a sea of incompetence. Instead, at least some of
his work would consist of making sure that he and the

Service had learnt from the good practice of departments.

Functions

((F I regard the I-G's functions as relating to the

following:

a. The strength and reliability of systems for
the planning, allocation and use of money and

manpower, including theorganisation of departments;

Jo- the most cost-effective use of manpower at

all levels;

Cis the most cost-effective use of technology in

support of or substitution for manpower;

g% the performance of all elements of the Service,

generalist and specialist alike;

€. developments in or affecting the Service, eg
industrial relations;

iy monitoring the response to complaints made
against the Service or by Civil Servants themselves

and suggestions made similarly;

g. the general lessons for efficiency, eg in the

use of manpower, to be derived from reports of the

Comptroller and Auditor General, the proceedings of

the Public Accounts Committee and the reports of the

Parliamentary Commiﬁfioner for Administration; and




h. helping to represent the Service, insofar as it
requires representation by a senior official at the
centre in addition to the representation provided by
the Prime Minister, Ministers and Permanent Secre-

taries.

8. Creating new or changing the titles of existing
senior officials will effect no changes in itself. It is
therefore important, in my view, to express the functions
of the I-G in terms of first, personality and, secondly, a
policy, regularly renewed, one of whose requirements should
be that he should report annually on the progress made by
the Service, under Ministers, towards achieving the policy

in practice.

Personality

g5 I have a firm conviction that the post of Inspector-

General should be filled, not by a Permanent Secretary of

older years, but by a younger officer. This should be someone
of drive and determination, prepared to be tough when nec-
essary, but still seen as the friend and counsellor of the
Permanent Heads of Departments. He should delegate much of
the work which at present appears to occupy Permanent
ecretaries of the CSD and devote most of his time to the issues
which call for leadership and block-busting. He should
occupy the post for not less than 5 years.




Policy

10. If the I-G were appointed later this year, 1 would
envisage his first commission or warrant from the Prime
Minister somewhat in the terms set out below. It can and
should be made much more specific so as to produce a detailed
programme for monitoring by her; it requires that the I-G
should have authority to procure management information from
departments which enabled him to make judgments about their

performance.

"You are to assist Ministers and Departments in

laying a sound basis for the optimum use of manpower
and the continuing reform of operations and adminis-

tration.

You will be responsible for carrying into effect

such "lasting reforms" as lie wholly in the power

of central Ministers and for assisting the Cabinet

or individual Ministers to give effect to those which

do not. [Details to be specified, with a timetable. ]

You are to concern yourself generally with the quality
of work done by the Civil Service and with [such

matters as those specified in para. 7 above]. You

should pay particular attention to the contribution

to be made tothis work by the scrutiny programme
and such other co-operative means as management

review.




You should in general léad and assist development

in cost-consciousness and the care of assets.

You are to undertake development work and inquiries,
either on your own or in collaboration with
departments. [Subject to agreement: In the case

of work whose success depends on the collaboration
of departments, Cabinet has agreed that departmental
Ministers will grant you access to and provide you
with assistance from their Departments.] You should

so develop your knowledge and understanding of

departmental operations as to enable you to assess
departmental effectiveness. You are in any case to
visit each departmental Minister annually, to receive

comments or guidance from him and to give him your

impressions of the strengths and weaknesses of his

Department.

You are to take personal responsibility for the
scrutiny and management review programme at official
level and for laying before Ministers annually a

statement and appraisal of the cost of administration.

You should be prepared both to recommend and
undertake special studies or assignments on behalf
of Cabinet as a whole, as well as being available
to advise departmental Ministers, whether on a con-

fidential basis or otherwise, on aspects of their

departmental operations, organisation and staffing.




You are both to advise and guide and to seek the
advice and guidance of Perment Secretary Heads of

Department in all the above.
You should annually agree your plan of work with me
and should report its outcome to me, again in a

form suitable for publication."

Complaints and suggestions (7f above)

TiFs It was put to me last year by a serving Civil Servant

that a new office was required to examine, on a

somewhat similar footing to that of the Parliamentary
Commissioner, complaints of inefficency and waste made by

and the reasonable grievances of public sector workers.

il My correspondent's suggestion was that the new officer,
whom he called the "Crown Invigilator", should be a judge
with the status and authority of a member of the High Court;
his small staff should be led by two lawyers; he should have
the power to summon witnesses and call for papers; he should
have the right to initiate inquiries himself; and his remit

should cover all public services, not just the Civil Service.

e I have reservations about this. My interest here is
solely in the Civil Service. I would be very hesitant about
involving the law. I do not want a charter for crackpots.
And, whatever merits the idea might have in some quarters,

I would very much want the emphasis to be on suggestions

rather than complaints.




14. I acknowledge that there can be a fine boundary

between complaints and suggestions. I know that the Service
operates a staff suggestions scheme. But I have had a

continuing flow of letters from serving and retired Civil

Servants containing useful ideas and good leads. This and
the enthusiasm of people whom I have met in local offices

both suggest that the inertia of the large organisation
requires a countervailing force within it to encourage ideas
which might otherwise be stifled and provide an appeal
route for staff who believe themselves unfairly treated and

without resort in their own department. (This overlaps

somewhat with the recommendation in my minute of 26 March
that Civil Servants should be enabled to give of their best.)
I should like to see staff encouraged to use the office of
the I-G and him given access to departments to follow up

points put to him when necessary.

Resources and location of the Inspector-General

15. The resources available to and the siting of the

I-G can be visualised in several different ways. I suggest

two for consideration.




16. First, he could be regarded as occupying a new

Permanent Secretary or Second Secretary post outside the

Treasury/CSD, paid for by abolishing such a post elsewhere.

His main resource would be his warrant from and access to
the Prime Minister but this would be no good on its own
unless

a. he was someone likely to command the respect

of Ministers and Permanent Secretaries; and

b. his staff were similarly well equipped.

ii7 e If the I-G were outside the Treasury/CSD - for
example, in the Cabinet Office but not of it - he would

be more obviously independent and inspectorial in function
than if he were an officer of the Treasury/CSD. This is

what I would prefer.

Hide He would have a small review staff. They would have
to be of the highest calibre but few in number, up to 10.
They should include officers experienced in Principal
Finance and Establishment Officer duties and officers with
experience of management and new technology. He would have
the right to draw upon Treasury/CSD and departmental staff,

by agreement in the case of the latter.

19. Another course would locate the I-G within the
Treasury/CSD, perhaps occupying what is now the Second
Secretary slot in CSD. That would give him a substantial
staff, including the Groups controlling Manpower and

Computers and dealing with Management & Organisation and




Functions & Programmes. He might also have under command

or draw upon relevant parts of the Public Services sector

in the Treasury.

20 Under this option, the I-G is much less obviouly

independent and inspectorial than under that in paras. 16

and 17. It would perhaps give him a role more immediately
recognisable to the Service, but that has disadvantages

as well as advantages.

Derek Rayner
14 July 1980




-DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SW1P 3EB

MANAGEMENT - IN CONFIDENCE

The Rt Hon Paul Channon MP
Minister of State

Civil Service Department
Whi tehall

LONDON SWiA 2AZ

0

INDUSTRI SPONSORSHIP

Thank you for sending me a copy of your letter of é/gune
to Keith Joseph., I agree with your aims here, Certainly as
regards the nationalised trensport industries, the initiatives
on privatisation which I have in hand should reduce the amount
of work for officials once they have been put into effect,

We must, I suggest, be cereful that the search for staff
éavings should not extend to reducing our efforts to promote
exports, resist import penetration and help British industry
through public sector purchasing. The transport industries
have a good record in winning export orders. My Department
puts all it can, with the Departments of Trade and Industry,
into supporting British industries in this way, and I believe
that it is important that this work should continue,

Copies of this letter go to the recipients of yours,

' NORMAN FOWLER




Trcasuxy Chambers, Parliament Street, SWIP 3AG
: 01-233 3000 // July 1980

Jim Buckley Esq
Private Secretary to Lord President
Civil Service Department

)
CIVIL SERVICE EFFICIENCY AND MANPOWER

I understand CSD officials have queried some of the
figures in the Chancellor's letter to the Lord
President of 7 July. The reason for this is that
we had used statistics for staff in post in the
Chancellor's departments which had been published
in the Monthly Digest of Statistics. It appears
that these include the Treasury Solicitor's staff,
and, by established tradition, the Paymaster General's
office staff. Neither of these are Chancellor's
departments for the purpose of the present exercise.
I enclose a table showing the correct figures for
staff in post on 1 April 1979 and 1 April 1980
respectively. Applying the formula set out in

the Chancellor's letter, this means that the
reduction on the number of staff in post on 1 April
1980 would be 11,100 rather than 11,300. Similarly,
the target figure for 1 April 1984 becomes a little
under 107,500 instead of 108,600.

I am copying this letter to the Private Secretaries

to members of the Cabinet, to David Wright and to
Clive Priestley.

b o
e




STAFF IN POST

1.4.79 1.4.80

Inland Revenue 84,645} 78,3121
Customs & Excise 28,771 27,252
Dept. for National Savings 10,808 10, 407
Treasury* 1,056 1,044
Royal Mint 1,375 1853001
Registry of Friendly Societies 116
National Investment Loans Office 82 68

Exchequer Office, Scotland 56 5ill

126,904} 118,567}

* excludes agency staff
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il Mr Hoskyns rang me yesterday in response to the last
paragraph of Sir DR's letter to him of 4 July. He said that

he thought it unnecessary for us to meet as his Unit was not
"into" Civil Service matters and there was no early prospect
that it would be. We agreed however that it would be useful
for us to compare notes generally during the autumn and that

it would be for Mr Hoskyns to get in touch about this. My
clear impression was that Mr Hoskyns wished to distance himself

from CS matters as much as possible.
—~ )

e

C PRIESTLEY
8 July 1980

NOTE FOR THE FILE




DEPARTMENT OF ENERGY
Thames House South
Millbank

London SWI1P 4QJ

Tel: Direct Line: 01-211
Switchboard: 01-211 3000
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With the Compliments of
the

Secretary of State
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01 211 6402

The Rt Hon Lord Soames PC GCMG GCVO CBE

The Lord President of the Council

Civil Ser~ice Department 8th July 1980
Whitehall

SW1A 2AE
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CIVIL SERVICE EFFICIENCY AND MANPOWER

I am replying to the request in your letter of 4th June to
Willie Whitelaw for an outline of my plans for reviewing
functions and efficiency and a provisional view about what
further staff reductions I can propose.

Two general points. First as the Venice Summit emphasised

the implementation of a strong energy policy is of critical
economic importance. I have arranged to make sure that the
resources at my disposal are adequate as well as efficient and
wholly relevant. Second, on present plans D/Energy will account
for only 018% of the 630,000 target the Prime Minister announced

on 13th May.

But of course neither this necessary perspective on my Department's
relevant size nor the extent of our previous cuts - double the
-average of cuts announced 6th December — will mean any reduction
in my continuing efforts to reduce manpower and increase efficiency.
-You may like to know that, in the move towards my 1160 staff-in-post
target on 1st April 1982 Senior staff reductions will exceed the
average cut-back. If, in due course, it were decided that we can
manage with fewer’ junior Ministers this too would save staff and

)K; _ other costs both directly and indirectly.

As to further cuts, I am encouraged by the results of the recent
'‘Rayner' scrutiny of our Economics and Statistics Division and

am instigating reviews of, for example:

a) ' the role and relationship of my AE Division
and the UKAEA; '

CONFIDENTIAL




b) alternative methods of obtaining technical/
technological advice.

You may also know that our officials are hoping to make
early progress on the trial introduction: of word processors
into the Department of Energy, and we rely on your full
support here.

There is no certainty that these and other reviews will
produce major or indeed any further cut-backs and they will
take a little time to complete. I will let you know the
results of our further work and I will certainly do all I
can to make a further contribution to the common objective.
But my initial contribution was a propértionately high and
realistic one and we do not employ enough people for there
to be large absolute savings from discovering unnecessary
work or inefficient work practices. loreover, the Department
is small enough for me to know it well and be reasonably
confident that in most areas we are getting proper value for

money .

I am sending a copy of this letter to Sir Derek Rayner.

T gl

5,

D A R HOWELL
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PRIME MINISTER

Inspector General of the Civil Service

You are due to discuss the attached note by
Sir Derek Rayner when you have dinner with him tomorrow
night. I also attach below a note by Mr. Hoskyns which
you have not seen before.

I do not really understand what Mr. Hoskyns means by
"cultural problems'" but I do agree with him that

R Y
Sir Derek Rayner's proposal that there should be an Inspector

T — s
General of the Civil Service needs thinking about very

)

carefully before you reach a view on it. We need to be
ﬂ ;
clear that the Inspector General would make an effective
contribution of a kind which we lack at present but would

not at the same time create a new parallel bureaucracy.

The terms of reference—;hich Sir Derek Rayner proposes for

him in paragraph 10 of his minute are very wide ranging indeed

and if they were carried out effectively, would demand a
substantial effort across the whole of the Civil Service.

Yet, in paragraph 17, Sir Derek Rayner envisages that

the Inspector General's team would number m;;e more than ten.
Even if these people were of the highest quality as s
Sir Derek Rayner proposes, I doubt whether they would be able
to help the Inspector General make the impact expected of

him. I would have thought a considerably bigger supporting
cast would be needed.

But then we need to ask what the effect would be on the

Departments at the receiving end. They would find themselves
“dealing with both the Treasury/CSD and the Inspector General
and his staff and this increase in the workings of the

bureaucracy seems likely to me to offset many of the benefits

the Inspector General might bring.
The alternative - which would avoid the duplication of
bureaucracy which I have just mentioned - would be to put

the Inspector General inside the Treasury/CSD, as

/Sir Derek Rayner




oW

Sir Derek Rayner envisages in paragraph 18 of his minute.
But once the novelty of the institution had worn off, how
different would the day-to-day reality of the relationship
between the Treasury/CSD and other Departments be from what
it is now? As I say, I think the concept of an Inspector
General of the Civil Service needs thinking through very
carefully before you take any decisions about it. If you

think it worth exploring further, the next step might be

for Sir Derek Rayner to work up a paper which we could
¢

consider in the same iquras the one where you will be
discussing the question of the possible unification of the
Treasury and CSD i.e. the group consisting of the Chancellor,
Lord President, Sir Ian Bancroft, Sir Robert Armstrong,

Sir Douglas Wass and Sir Derek Rayner.

7 July 1980
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PRIME MINISTER

THE DEREK RAYNER PROPOSALS

N

You are discussing thése with De:gk Rayner tomorrow

evening.
We believe that these proposals, which are largely concernegg

with organisation and cost-effectiveness, do not'really go to the

s J

heart of the cultural problems. We feel strongly that it would be
most unwise to make early decisions on the Rayner proposals without
a good deal more thinking about the cultural aspects. Without
addressing those, organisational change will change nothing that
really matters, any more than the original setting-up of CSD did.

I would therefore strongly urge that you make no substantial
decisions'af this stage. I know that David feels much the same
as Norman and I do on this question and we wéuld welcome a chance

to discuss it with you as soon as it is convenient.

7 July 1980
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+ July 1980

The Rt. Hon. Lord Soames, PC, GCMG, GCVO, CBE, CH
Lord President of the Council

CIVIL SERVICE EFFICIENCY AND MANPOWER

I am replying to your letter off ¥ June to Willie Whitelaw
copied to Ministers in charge of Departments.

I should first of all say that in our efforts to reduce
the size of the civil service I regard the overall target
of 630,000 including a "contingency reserve" of 10,000
as_the overriding objective. You can count on my full
support in your effTorts achieve it. But in producing
cptions to bring us closer to this target, I feel strongly
that if the "equal misery" principle is to apply - and at
this stage it must - then it should not operate in a way
which penalises those Departments, such as my own, which
responded well to earlier calls for reductions in numbers,
and, pro tanto, lets off lightly those which were less
forthcoming.

It therefore seems both logical and equitable to use staff
in post on 1 April 1979 as the base rather than, as your
letter implies, the number in post around the time you
wrote, which I understand your officials have been inter-
preting as 1 April 1980 with further adjustment for last
December's savings and this year's 2} per cent).

On this basis, the 630,000 target represents a reduction of
13.5 per cent on the 732,000 in post on 1 April 1979. TR
you allow for a "contingency reserve! of 10,000, this
increases the reduction necessary for planning purposes to
15.3 per cent.

As you know, my Departments are the following:- Inland
Revenue, Customs and Excise, DNS, Treasury, Royal Mint,

- /National




National Investment and Loans Office, Registry of Friendly
Societies and Exchequer Office, Scotland. The number of
staff in post in all of them taken together on 1 April 1979
was 128,200. A reduction of 13.9 per cent would bring

this down to 110,400 and the full reduction of 15.3 per cent
would produce a figure of 108,600. The number of staff in
post on 1 April 1980 was 119,900. The objective which I
have set myself is to reduce this by 1 April 1984 to 108,600,
i.e. a reduction of nearly 20,000 compared with the 1979
figure and one of 11,300 compared with the present (1 April)
figure. I hope you will agree that by any standard these
are very substantial reductions.

I face a particular difficulty in the case of the Customs and

' Excise, where the increase in VAT from 8 per cent to 15 per
cent has certainly increased the burden of coping with extra
temptation to evasion. Customs also face demand-led growth
at the ports as travel and trade continue to grow: the drug
trade particularly. These factors severely restrict the
overall savings I can offer.

Secondly, any offer I make will have to be at least partially
contingent on the willingness of colleagues to accept some
unpalatable changes in the tax law and on our having fiscal
room to finance real reductions in direct taxation. Given
that the distribution of staff reductions amongst my
Departments will depend to thils significant extent on future
fiscal choices, I am, as I am sure you will understand, not
able to offer at this stage a full department-by-department
breakdown of the reductions I am offering.

I must also stake out several clear claims upon the central
manpower "ccntingency reserve", particularly as my Departmen“s
are being asked to contribute to it. I have three specific
contingencies in mind:-

(i) The figure to which we have reduced the Inland
Revenue need for extra staff when unemployment
benefit is brought into tax is 1,400.

(ii) The Royal Mint, as a commercial operation, needs -
and is anxious - to shed staff in order to
increase its productivity vis a vis foreign
competitors. This will contribute towards my
overall total savings. But if profitable new
business does offer itself on a large enough
scale, the Mint must be able to take on extra
staff to handle it.

)




DNS' staff needs are closely related to the

level of business, and their substantial
contribution to my offer must clearly be subject
to any needs that might arise from any unexpected
increase in demand for the Department's services.

I am copying this letter to Cabinet colleagues and to
Sir Robert Armstrong and Sir Derek Rayner.

IS

GEOFFREY HOWE
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NORTHERN IRELAND OFFICE
GREAT GEORGE STREET,
LONDON SWIP 3AJ

SECRETARY OF STATE 7 July 1980

FOR
NORTHERN IRELAND

The Rt Hon The Lord Soames, GCMG, GCVO, CBE /ﬁo
Lord President Z/
Priﬁg Council Office {
TONDON

SW1A 2AT

Thank you for sending me a copy of your letter to Willie Whitelaw
of 4 Jupe.

The government of Northern Ireland under direct rule gives me
responsibility for a large number of staff all of whom can be
classified as civil servants but only 221 of whom serving in the
NIO itself are comprised within the service to which the target
- figure of 630,000 Ny 1 April 1984 applies, The remainder range
from those in the Northern Ireland Civil Service (some of whom are
employed in the NIO), to whom the same considerations should appl
ag to the civil servants for whom you are responsible, to those who,
elgewhere in the UK, would be working for local government or other
public authorities. I take the view that I must adopt a consistent
policy towards all the public service manpower for which I am
responsible, and one compatible with that adopted bﬁ the Cabinet to
the UK Civil sService, but that the application of that policy must be
tailored to the precise circumstances of each of the several manpower
groups under my charge,

I shall myself be reviewing each function and group of staff related

to it, with the Permanent Secretary of the NIO, the Head of the
Northern Ireland Civil Service, the Principal Bstablishment and Finance
Officer (NIO), and the Head of the Civil Service Department (NICS),

I set out below the target figures or other criteria I have identified
for each group, with my comments on each. There is, however, one
general point which gg§lies especially to those whose functions are
either directly or i rectli concerned with law and order. It is not
possgible to gerceive precige ¥ how their essential tasks will develop
over the next three years, but the desirable course, in terms of the
well-being of the Province ag a whole, is that they should progressively
take more of the strain on the rope from the Army {therebK reducing

the sTrain on them)., Planning is already develoging on this basis

and, as you will see from cerfain §roups identified below, especially
those concerned with police and prisons, the expectation is that

these will increase in sizeoverthe next three years. I do not intend

-]l -
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to allow these planned increases to_proceed unchecked., But I would
apgly to these services the principle that it is for the management
anthorities (including the statutorily established Police Authority
in the case of the Royal Ulster Constabulary) to determine their
griorities as between mangower and other facilities., They will have
o do this within a budget which I shall ensure is below what was
originally planned, in order to achieve gignificant savings.

Subject to this, my proposals are as follows:
Northern Ireland Office

a) UK Civil Servants. 221 staff in post at 1 AKril 1980, in London
and~BelTast. [ aim to reduce these to 200 by 1 April 1984 which is
equivalent to an 8% cut from present staff in pos numbers, plus the
firm savings ammounced on 6 December and the continuation into later
years of the 2&% cash limits squeeze being made this year. I make no
Eroposals with regard ic the additional 45 Crown Servants who make u
bialson Staff (based in Northern Ireland), of whose existence you will
e aware.

b) NICS in Headquarters. 498 NICS in post at 1 April 1980, employed
in The administration of prisons, criminal justice, the law and
corrective arrangements related to {oung offenders, and criminal
injuries and damage compensation. aim to reduce these to 458 by

1 April 1984, calculated on the same basis as (a) above.

With regard to both (a) and (b), as Sir Derek Rayner knows, I am
proposing in %K review of functions and efficiency to consider
e

specifical resent distribution of functions and staff as

" between London and Belfast and between the NIO and the Northern

custody awaiting trial are charged with such of

Ireland Departments. I and my Ministerial colleagues and the Permanent
Secretary operate in each location but other staff are based in London
or Belfast and there is inevitably a problem of co-ordination between
them., 1 envisage a shift to Belfast rather than vice versa,

similar problem of co-ordination exists as between the NIO itself and
the Northern Ireland Departments: this boundary must change on

account of my taking a tighter control of public ex enditure in the
Province and it may need to chan%e again accordin§ o how our proposals
develop to transfer responsibilities to locally elected representatives.

¢) Royal Ulster Constabular;. 11,232 Eoiicemen (fuli-time and
reserve) al {rl —Tollowing the events of last autumn (the
murder of 18 soldiers at Warrenpoint), and with 21 policemen having
been murdered since the beginning of 1979 I am increasing the size
of the full-time RUC from 6,500 to 7,500, with The Prime Minister's
approval. Recruitment to the RUC Reserve is proceeding to meet
operational needs within financial limits.

d) Prison Service. The total staff in the NI Prison Service at

1 April 1980 was 2,390 Prison Officers and 121 civilian staff working
in prisons. Prison accommodation is being expanded to meet local
needs: the number of prisoners in Northern Ireland per head of
population is three times that in England and Wales. Seventy-five
er cent of grisoners are in the hi§_—risk category serving sentences
or terrorist offences, while a similarly high groportion of those in
ences. Eleven Prison
Officers have been murdered since the beginning of last year.

<
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I propose no cut in staff mmbers to match the Civil Service reduction
bug will 100K to a 4% increase in efficiency to achieve reductions of
that size in money and/or manpower by 1 April 1984.

e) The Probation Service: 202 Probation Officers and support staff

at T April 1980. The task of rehabilitating and resettling (if we
can) a large and growing number of released prisoners is an essential
support for the maintenance of law and order. I am plannin§ to
increase the Probation Service by some 114 over the period to 1984.

To reduce the planned activities of the Service must affect the work
of the courts and reduce alternatives to custodial sentences; but I
gropose to cut the financial provisions for the next three years, with
he same aim of improved efficiency as for the Prison Service.

f) NICS employed by the Director of Public Prosecutions. (130 staff)
and the Crown Solicitor (88 staff) piay an obviously critical role in
law and order. The Forensic Science Laboratory (135 staff) serves

the police in producing evidence for the courts. My aim in these
areas would be as for Prison and Probation Service.

g) Civilian Search Unit in Belfast City Centre. I have already cut

the CSU by 126, to its present strength of 327 at 1 April 1980. This

is the minimum for carryinﬁ out essential security tasks which otherwise
would have to be done by the Police. I propose to S€ek no further
reduction unless and until security considerations suggest otherwise.

h) Police Authority. The Authority is independent and my influence

~on it is indirect. I propose to ask the Police Authority, in response
to my necessarily restric inﬁ their financial resources, o ensure that
the civilian back-up to the RUC is kept to a minimum level, and
greferably below their existing planned levels; but to leave it to
hem to determine (as is their statutory function) where is the
greater priority as between personnel and other priorities. 1,739
staff work in Police Stations, supportin% the police in their primary
duties. The Authority plan to increase this element of its staff to
2,091 by 1 April 1984 to match the planned increase in the RUC. The
balance of Police Authority staff work in their Headquarters: their
number (206) is exgected to remain virtually unchanged bu they will
have to cope with the rapid growth in the numbers, accommodation,
services and equipment of the RUC.

Northern Ireland Departments

i) 19,400 NICS staff (at 1 April 1980) carry out functions which fall
to the UKCS in Great Britain. A reduction maxching that in the UKCS
by 1 April 1984 would mean a reduction of about 1,500 posts (8%)

I am asking Departments to submit proposals for staff cuts of over
8% from which I can takeaﬁreliminary decisions. Although there are
some areas where I can take unilateral action, the eventual
reductions will depend in large measure on decisions about functions
in the equivalent GB Degartments, so that the Northern Ireland Civil
Service could be reduced by more or less than 8%,

T
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j) 8,400 NICS staff (at 1 Agril 1980) are employed on services

performed in Great Britain by local authorities or statutory bodies

- mainly roads, water, planning and rating services. The Government

ig tightening its oversight of these services in Great Britain but

it cannot directly control numbers., I can control numbers but cannot,

golitically, reduce services to below what is being sustained in GB.
shall approach this area, therefore, in terms of reductions in

costs to match what is achieved nationally in Great Britain and, in

any case, with substantial reductions in numbers.

I canmot, for the reasons given, at this stage calculate a provisional
figure of the total savings_of staff under my charge which I hope to
make by April T98Z. Where I have specified targets, whether of
manpower or money, I will as far as ossible make proportionate
savings in 1981/2 so_as to keep up the impetus towards the 1984
targets; and I shall aim to make proportionate savings in senior
posts.

I shall consult the staff and unions about my proposals as soon as
possible, when I am a little clearer on detalls,

I am sending copies of this letter to the Prime Minister, the Lord
Chancellor, the Home Secretary, the Chancellor of the Exchequer and

ﬁhe Defence Secretary; and to Sir Robert Armstrong and Sir Derek
ayner., i

ey

e e
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T am sorry to be a little beyond your deadline in replying
to your letter ofuﬁkh June.

Following the Cabinet's conclusion in May I have discussed
very fully in the Defence Council the need for Civil Service
manpower cuts in this Department, and the means of securing them.
To implement the programme which the Council has agreed, I have
set up a small steering group which T am chairing myself, with
help from Barney Hayhoe, and with my most senior advisers, military
and civilian, including my Principal Establishment Officer, as
members., This group will be overseeing progress on_a whole range
of studies in search of ways of economising on manpower. N

This further work will include the follow-up to the Dockyard,
R & D and Supply Management studies, which officials are currently
discussing., In addition, my group and I are looking at simplifying
functions and streamlining procedures in areas such as procurement
processes, stocktaking and inspection and audit. We are also
—— e N -
locking at the scope for cutting manpower levels needed for
essential functions, for example by eliminating levels of work
and by exploiting new techmology in typing and registry service.

Measures on these lines will not, however, be sufficient to
. 2 . . S— . . -
find savings on the scale needed., We must look critically at
whether particular functions have to be performed in government

The Rt Hon The Lord Soames GCMG GCVO CH CBE

1
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at all or might be put out to contract or the

_ _ i _ :
organisation concerned changed so that the staf
civil servants. Initial lists of possibilities in these two
areas are attached at Anmnexes A and B. These are elements of
our work which must go on in one way or another and costs will
be an important consideration in deciding whether they can
best be performed ocutside government.

I am determined to reach the necessary savings target,
As to what this should be precisely, you will know that our
officials have as yet failed to reach agreement. I suggest
they should continue to discuss this against the considerat
that the Ministry of Defence's share must reflect the
Government's intention to continue to accord defence
priority. I cannot agree, because other Departments are
taking less, to make more cuts than would be justified
by my share of total numbers (and my Staff Side, quite
understandably feel very strongly indeed about this).

LCLOT

I am sending copies of this letter to the Prime Minister;
and to Sir Derek Rayner and Sir Robert Armstrong.

y P
;)Vlf\/m// avas

Francis Pym

2
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ANNEX A

POSSIBLE SOURCES OF "FURTHER MANPOWER SAVINGS

BY PUTTING WORK OUT TO CONTRACT

1 Naval Petrol, Oil and lubricants (POL) Depots. As a
follow-on to the Supply Management Study, the possibility
of contracting out the management of Naval POL Depots is
to be further examined.

2 Cataloguing. A recent Management Services report
has recommended contracting out the bulk of Defence and
Army cataloguing work. Detailed study has yet to be
completed but this, together with some other changes,
could lead to savings of up to 200 staff,

8% Repair Functions. The possibility of contracting
out more repair work to industry, particularly in the
areas of B vehicles and aircraft and Guided Weapons

is being further examined.

(AT Higher Education. Annex B suggests possible research
institute solutions for certain establishments providing
higher education for the Services. Alternatively, the
possibility of 'contracting out' the provision of this
education to universities and other institutioms could

be studied.

5 Care and Maintenance of Airfields

A-1
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ANNEX B

OOSSTBILITY OF CHANGES OF STATUS

1% This Annex considers the possibility of changing the

status of certain MOD functioms, through privatisatiom,
through nationalised industry status or by creating a
research institute or other non-departmental body.

These changes of status share the characteristic that

the staff concerned would no longer count as civil servants
(and would not be subject to Civil Service rules for pay,
grading, conditions of service, etc), This Annex is mnot

a comprehensive discussion of the possibility of increased
use of agency arrangements such as those currently in use
at the fuse factory run by EMI at Hayes and HMS Vulcan

at Dounreay, operated by Rolis Royce and Associates Limited.

Privatisation

P Apart from the National Gas Turbine Establishment,
counted as part of the possible savings from the R&D
study, the likeliest possibility for privatisation is
the Royal Ordnance Factories in whole or in part.

3% A more difficult option would be to consider

transferring the Royal Fleet Auxiliary to a competent

private sector shipping line (manpower 3,200) or altermatively
to establish it as a mini~-nationmalised industry.

Nationalised Industry

4, Apart from the Propellants Explosives and Rocket
Motor Establishment, included in the R & D study, and the
possibilities discussed in the previous section, other
candidates which have been mooted are:

a. The Dockyards (manpower 32,000) - the Dockyard
Report rejected nationalised industry status for
the Dockyards,

b. Defence Sales Organisation (manpower 340). The
transfer of part of the Defence Sales function with

20 staff to IMS Ltd is already under consideration.

More radical approaches are now being considered.

Research Institute or Other Non-Departmental Body

3 The possibility of giving some organisations the

B~1
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tus of a research institute or some other type of non-
er ntal body might be considered, particularly where
they carry out a significant proportion of their work on
repayment for other customers, or carry out a basic
research function or have some kind of independent quality
assurance or certification function. The following might

be considered:
a, The Meteorological Office (manpower 3,150).
B Hydrographer (manpower 1,100),

ch R & D Establishments which might be held to
satisfy some of the above criteria are:

(1) Royal Aircraft Establishment (6,600),
Royal Signals and Radar Establishment (2,400),
Admiralty Marine Technology Establishment (1,700),
where in each case sizeable elements of work
are either research or carried out for non-MOD
organisations.

(ii) Aeroplane and Armament Experimental
Establishment (1,700) and the Proof and
Experimental Establishment (1,600).

el The Defence Operational Analysis Establishment
(DOAE) (200) might be considered for this treatment
(even though the MOD would virtually be its sole
customer). Independent 'think tanks' of this kind
are common in the United States and there is no
difficulty about securing their access to classified
information (eg the RAND Corporation).

(=i By something of the same analogy as DOAE, the
design element of the Ship Department might be
considered for research institute status, carrying
out the MOD's ship design work on a repayment basis;
alternatively the scope for adjusting functions
between MOD and British Shipbuilders might be looked

Other possibilities for non-departmental status are:
a. The British Forces Broadcasting Service (200).

The possibility of transferring this activity to the
Services Kinema Corporation is already under examination.

B-2
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Jospital Chelsea (220) could be made

1ty funded as mecessary by MOD grant

(@ The Royal College of Defence Studies (21), the
National Defence College (85), the Royal Military
College of Science, Shrivenham (740) and the Royal
Naval Engineering College, Manadon (349) might be
considered for the status of independent academic
institutions funded either by grant in aid or
preferably by fees,

d, Officially Supported Service Museums.
J !

€. Defence Research Information Centre,

B=3
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!IME MINISTER

Here is a note from Sir Derek Rayner about your dinner with him

next Tuesday.

The paper in this folder is about his proposal for a '"Inspector

R e ——
General". He also mentions that there are two other topics he wants

to raise with you, which are the future course and duration ofhis

-

assignment and the subject of leadership in Whitehall.l

In respect of the first of these, there is background of which
you might like to be a@are. You know from your conversation last week
with Marcus Sieff that Marks & Spencer are having difficulties at present,
in common with most retail businesses. This means that Sir Derek is

now under even greater pressure than usual in relation to his full-time

responsibilities as joint Managing Director - as you know,—ﬂé tends to

act as the bridge between the two families 'in the business. I think that
his colleagues are beginning to find it convenient, on occasions, to
comment that his Whitehall responsibilities sometimes intervene at
inconvenient moments.

At this end Sir Derek is actually devoting very much more than
anybody else's idea of '"one day" a week to his Whitehall work. Mr
Priestley tells me that he is using a great deal of any private time
that he might have to keep up with Whitehall papers and prepare himself
for meetings. The strain of reconciling these two responsibilities

may now be more evident than in your previous meetings with Sir Derek.

/Y

3 July, 1980




PERSONAL AND CONFIDENTIAL

PRIME MINISTER

e I look forward to receiving you, Mr Thatcher and
Sir Robert Armstrong next Tuesday evening.

2 Apart from anything you want to raise with me, I should
be glad if I might talk frankly about

8. the future course and duration of my assignment;
b leadership in Whitehall; and

G my ideas on the "Inspector-General" recommendation
in my minute to you on 26 March on "lasting reforms".

S I attach a first note on the "Inspector-General" as a
——————

background to some of the above. I have discussed it with

Sir Robert Armstrong, but not with Sir Ian Bancroft or

Sir Douglas Wass. It can be worked up in the light of our

talk if you approve of it in principle.

4, ’%7am.co ing this to Sir Robert Armstrong.
/

it S

ek Rayner
July 1980




INSPECTOR-GENERAL OF THE CIVIL SERVICE

Note by Sir Derek Rayner

Background
1l In my minute of 26 March I suggested that the

"function of the centre of any organisation must include
the design and testing of systems of control and manasgement
in respect of money, manpower, personnel and assets and

operations" (para. 16c).

2 I went on to recommend that the mechanisms of control

and testing would best be provided by organisational arrange-

ments including an "Inspector-General of the Civil Service"
reporﬁing direct to the Prime Minister and the merger of

the relevant parts of the Treasury and CSD (para. 17).

3. The purpose of this note is to propose what the
functions of this officer should be and to comment on

where he might be sited in the machinery of government.

General

4, A new office of Inspector-General is needed to free
the Government and the Service from the need to bring in
people like me at fairly regularly intervals. Both the
Government and the Service should be capable of such
cgg;;;;;tive self—crgzzzzém, conducted asfar as possible
in the light of the public gaze, as to show that they have
an adequate quality assurance and have made suitable pre-

pération for the future.

il




Oe The word "inspector" implies inquiry, assessment and

examination. Some is necessary, for the good health of the
e —

Service and for the satisfaction of the public. I would not
however assign the functions of assessment and examination

here considered to a body other than the Government itself.

6. I am not in favour of something like Mr Chapman's
"New Audit Department", with its strongly inquisitorial

overtones, for three reasons:

a. I am here concerned solely with the Executive's

role of policing itself, not with the audit role of

the Legislature.

b. Although the formal disciplines of examination
have value, and there is scope for a very considerable
development of the audit function, both at the centre

and in departments, I regard the main task of the

I-G as assisting Ministers and their Departments, ie
S —

one of promoting quality assurance, not prosecution.

—

Gl I make the critically important assﬁmption that
the Service is capable of excellence and is, in part,
excellent in the use of resources. The I-G would not
therefore sit on an island of good thinking surrounded
by a sea of incompetence. Instead, at least some of
his work would consist of making sure that he and the

Service had learnt from good practice of departments.

J




Functions

2 I regard the I-G's functions as relating to the

following:

a. The strength and reliability of systems for
the planning, allocation and use of money and

manpower, including theorganisation of departments;

{) the most cost-effective use of manpower at

all levels;

) the most cost-effective use of technolo in

support of or substitution for manpower;

d. the performance of all elements of the Service,

generalist and specialist alike;

i the developments in or affecting the Service, eg

industrial relations;

i monitoring the response to complaints made
against the Service or by Civil Servants themselves

and suggestions made similarly;

g. the general lessons for efficiency, eg in the

use of manpower, to be derived from reports of the

Comptroller and Auditor General, the proceedings of

the Public Accounts Committee and the reports of the

Parliamentary Commissioner for Administration; and
h. representing the Service, insofar as it requires
representation by a senior official at the centre in

addition to the representation provided by the Prime

Minister, or the Ministers and Permanent Secretaries.




8. Creating new or changing the titles of existing senior
officials will effect no changes in itself. It is therefore
important, in my view, to express the functions of the I-G

in terms of first, persomality and, secondly, a policy one

of whose requirements should be that he should report annually
on the progress made by the Service, under Ministers, towards

achieving the policy in practice.

Personality

9% I have a firm conviction that the post of Inspector-

General should be filled, not by a Permanent Secretary of

older years, but by a younger officer. This should be someone

of drive and determination, prepared to be tough when nec-

essary, but still seen as the friend and counsellor of the
Permanent Heads of Departments. He should delegate much of
the work which at present appears to occupy the Permanent
Secretary of the CSD and devote most of his time to the issues
which call for leadership and block-busting. He should
occupy the post for not less than 5 years.

Poli 7

10 If the I-G were appointed later this year, I would
envisage his first commission or wérrant frbm the Prime
Minister somewhat in the terms set out below. It can ard
should be made much more specific so as to produce a detailed

programme for monitoring by her; it requires that the I-G

should have authority to procure management information from
departments which enabled him to make judgments about their

performance.

"You are to assist Ministers and Departments to

carry into effect the agreed results of the reviews




of departmental manpower and costs, so as to bring
the size of the Civil Service down to 630,000 by
1 April 1984. In this, you are to pay particular

attention to laying a sound basis for the optimum
use of manpower and the continuing reform of
operations and administration and to the contribution
to be made to this work by the scrutiny programme

and by such other co-operative means as management

review.

You will be responsible for carrying into effect

such "lasting reforms" as lie wholly in the power

of central Ministers and for assisting the Cabinet

or individual Ministers to give effect to those which

do not. [Details to be specified, with a timetable.]

You are to concern yourself generally with the quality
of work done by the Civil Service and with [such
matters as those specified in para. 7 above]. You
should in general lead and assist developments in

cost-consciousness and the care of assets. You are

to undertake dévelopment work and inquiries, either

on your own or in collaboration with departments.
In the latter case, Cabinet has agreed that depart-

mental Ministers will grant you access to and provide

you with assistance from their Departments. You

should so develop your knowledge and understanding of




departmental operations as to enable you to assess
departmental effectiveness. You are in any case to

visit each departmental Minister annually, to receive

comments or guidance from him and to give him your

impressions of the strengths and weaknesses of his

Department.

You are to take pgrsonal responsibility for the

scrutiny and management review programme at official
=T —

level and for laying before Ministers anmually a

statement and appraisal of the cost of administration.

You should be prepared both to recommend and

undertake special studies or assignments on behalf

e

of Cabinet as a whole, as well as being available

to advise departmental Ministers, whether on a con-
fidential basis or otherwise, on aspects of their

departmental operations, organisation and staffing.

You are both to advise and guide and to seek the
advice and guidance of Permanent Secretary Heads of

Department in all the above.

You should annually agree your plan of work with me
and should report its outcome to me, again in a

form suitable for publication."

Complaints and suggestions (7f above)

11.

It was put to me last year by a serving Civil Servant

that a new office was required to examine, on a

i




somewhat similar footing to that of the Parliamentary
Commissioney, complaints of efficency and waste made by

and the reasonable grievances of public sector workers.

2. My correspondent's suggestion was that the new officer,

whom he called the "Crown Invigilator", should be a judge

with the status and authority of a member of the High Court;

his small staff should be led by two lawyers; he should have
the power to summon witnesses and call for papers; he should
- have the right to initiate inquiries himself; and his remit

should cover all public services, not just the Civil Service.

120 I have reservations about this. My interest here is

solely in the Civil Service. I would be very hesitant about
involving the law. I do not want a charter for crackpots.
And, whatever merits the idea might have in some quarters,

I would very much want the emphasis to be on suggestions

rather than complaints.

14. I ackmowledge that there can be a fine boundary
between complaints and suggestions. I know that the Service
operates a staff suggestions scheme. But I have had a

continuing flow of letters from serving and retired Civil




Servants containing useful ideas and good leads. This and
the enthusiasm of people whom I have met in local offices

both suggest that the inertia of the large organisation
requires a countervailing force within it to encourage ideas
which might otherwise be stifled and provide an appeal

route for staff who believe themselves unfairly treated and

without resort in their own department. (This overlaps

somewhat with the recommendation in my minute of 26 March
that Civil Servants should be enabled to give of their best.)
I should like to see staff encouraged to use the office of
the I-G and him given access to departments to follow up

. points put to him when necessary.

Resources and location of the Inspector-General

19 The resources available to and the siting of the

I-G can be visualised in several different ways. I suggest

two for consideration.

16. First, he could be regarded as occupying a new

Permanent Secretary or Second Secretary post outside the

Treasury/CSD, paid for by abolishing such a post elsewhere.

His main resource would be his warrant from and access to
the Prime Minister but this would be no good on its own
unless

a. he was someone likely to command the respect

of Ministers and Permanent Secretaries; and

b. his staff were similarly well equipped.




{15 If the I-G were outside the Treasury/CSD - for
example, in the Cabinet Office but not of it - he would
be more obviously independent and inspectorial in

function than if he were an officer from the Treasury/CSD.

His staff would have to be of the highest calibre but

few in number, up to 10. They should include officers
experienced in Principal Finance and Establishment Officer
duties and officers with experience of management and

new technology. He would have the right to draw upon
Treasury/CSD and departmental staff, by agreement in the

case of the latter.

18. Another course would locate the I-G within the
Treasury/CSD, perhaps occupying what is now the Second
Secretary slot in CSD. That would give him a substantial
staff, including the Groups controlling Manpower and
Computers and dealing with Management & Organisation and
Functions & Programmes. He might also have under
command or draw upon relevant parts of the Public Services
Sector in the Treésury. Under this option, the I-G is

much less obviously independent and inspectorial than

under that in paras. 16 and 17. It would perhaps give

him a role more immediately recognisable to the Service,

but that has disadvantages as well as advantages.

3 July 1980
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CIVIL SERVICE EFFICIENCY AND MANPOWER

In your letter of 4 June to Willie Whitelaw you
asked Ministers in charge of Departments for an outline of their
plans for reviewing functions and efficiency in their Departments
together with their provisional view of the further reductions
in manpower they would propose up to April 1984.

As you know, I have been in the van in the manpower
reductions exercise so far. In addition to making a volume
squeeze of 4% in 1979/80 and one of 24% this year, I have '
undertaken as part of the "option cuts exercise" the results of
which you announced on 6 December last, to secure further
savings of 18% in my Department's staff costs (some 2,484 posts).
That entails the transfer of functions, e.g. the Heavy Goods
Vehicle testing work and some of the Vehicle Licensing work right
outside the Department and efficiency savings within. This
transfer of work has to be the pattern because apart from a very

small Headquarters policy staff of only a few hundreds, most of

the Department's staff are engaged on executive functions which
are statutorily based and for the most part are demand led.




CONFIDENTIAL

I am exploring possibilities for greater efficiency
and simplification, for example the Rayner scrutiny on vehicle
licensing enforcement and I am also considering introducing
a manpower budgeting system based on the Management Review of
the Department last year. I doubt very much, however, that
these steps will produce further savings of the order of 8% on
top of those to which I am already committed. For savings of
that order further work will have to be stopped. The sorts of
areas which I have to examine are a tax on possession rather
than use of a motor vehicle so as to reduce enforcement effort,
putting further vehicle licensing work to post offices and
changes in the approved Driving Instructors' scheme. I am
considering all these and others. Ny officials will keep in
touch with yours as things progress. I must, however, reserve
Jjudgement for the moment on the precise target for further
savings by April 1984.

I am sending a copy of this letter to the Prime
Minister, Sir Derek Rayner and Sir Robert Armstrong.

NORMAN FOWLER
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CIVIL SERVICE EFFICIENCY AND MANPOWER

In your letter of 4 June you asked Ministers in charge of
departments to let you have an outline of their plans for reviewing
functions and efficiency, with a provisional view of the reductions
which they would propose over the period to April 1984.

This work, which is under my personal direction here, falls into
several parts. Firstly, I am undertaking a detailed review of our
proposals for complying with the reduced cash limits for staffing
applicable to 1980-8l. In the course of this I shall be looking at
the work of each Division in the Welsh Office and seeking to
establish a detailed view of priorities at this level. Secondly,
this will then give me a basis for reviewing the programme RO
future years with the Permanent Secretary, senior line managers and
the Principal Establishment Officer. I have taken note of your
suggestion about assigning a specific official to take charge of

the work and have already commissioned one very able individual

to undertake a short-term exercise for me. Once the results of this
exercise are available I shall use it as the foundation for a detailed
review of the work of the Welsh Office. I shall take charge o dilnlatf]
work myself, with assistance from my Permanent Secretary and senior
O Ficaailise

/When T

The Rt Hon Lord Soames GCMG GCVO CBE
Lord President of the Council

Civil Sexrvice Department

10 Downing Street

TONDON SW1




When I wrote to you last year about our contribution to the options
cuts exercise, I pointed out that in very many areas the Welsh
Office is necessarily committed to applying and adopting in respect
of Wales initiatives taken on an England and Wales or Great Britain
basis. This makes it virtually impossible to form a view as to the
kind of staffing reductions which I can conbemplate until I know
what colleagues are planning to do. It also follows (rlalzty i alfs
difficult for me to think in terms of reductions which on a
proportionate basis exceed those that they are contemplating, -

if indeed I can go even as far as they. For example, the Welsh
Office obviously cannot match reductions in research establishments
proposed by our corresponding Whitehall departments if we have no
such establishments ourselves but equally it is not feasible for

us as an albternative to find such reductions from non-research
activities not being cut in those Whitehall departments.

From the start the Welsh Office has been positive and forthcoming
in our contribution to the various cuts exercises of the past 14
months - more so, if I may say so, than some other departments.
Thus our original 1979-80 Supply Estimates made provision for 270697
staff, and by 1982-83 we shall be down to some 2,318, a total
reduction of about 14%. I note that overall, in the Civil Service,
the reduction being sought from 732,000 staff to 630,000 also

represents about 14%, which indicates, to put it mildly, that the
Welsh Office has already made a very adequate contribution.

On this basis I have concluded that the most I can do, at any rate
until I have made progress with the examination I am making and have
seen what colleagues are proposing, is to offer a further reduction
in 198%/84 below the level of 2,318 staff which I have accepted for
1982/8%. This would produce a total for 1 April1984 of 2,290 staff.
At this level I would seek to absorb the inescapable extra
commitments which my officials have reported to yours, amounting
possibly to some 30 staff in respect of the beef suckler cow premium
scheme and various provisions of the Housing Bill and of the '
Education Act 1980; and I would also seek to absorb up to 20 additional
security guard posts which we shall require for our new headquarters
building in Cardiff. If we deduct the provision associated with
these new requirements, therefore, the staffing level I am
suggesting becomes less than 2,250 which represents a reduction of
about 17% on our original 1979-80 provision.

/This would




This would in my view represent a very big contribution from
a small multi-functional department such as the Welsh Office.

Copies go to the recipients of your letter.
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INDUSTRIAL SPONSORSHIP

You wrote to Keith Joseph on 9 June about the general review you
are pubtting in hand into industrial sponsorship in its widest
sense. In view of my responsibilities in the industrial field in
Wales I have a major interest in this review, and I understand
that your officials have already approached mine for the basic
information for incorporation in the paper you are preparing.

You will, of course, appreciate that my own Industry Department -
as a part of the Welsh Office - is involved in policy questionse.
This distinguishes the Department quite markedly from the regional
offices of the Department of Industry.

Naturally, I shall co-operate fully in the review but I should like
to sound a note of warning that we should be very careful not to go
too far. I know my own Industry Department very well indeed, and
there would have to be very fundamental changes in their role for
there to be any significant savings in staff. Indeed the Department
has already been subjected to a thorough-going review in connection
with our own staff reductions exercises.

/L should

Paul Channon Esq IMP
Minister of State

Civil Service Department
Whitehall

London SWAA 2AZ




T should also add that during my close and frequent contact with
industry and industrialists in Wales I have had no complaints
whatsoever about there being too much "sponorship" by my Industry
Department. Indeed, what has impressed me is the way that industry
in Wales positively welcomes the interest taken by my officials ‘
in their problems and in the advice and guidance which is offered.
TIf there were to be any major changes in this relationship it would,
I am sure, be badly received by industry in Wales -~ especially

at the present difficult time.

What T am really saying is that whilst we need to review the
situation we must be very careful not to "throw the baby out with
the bathwater".

I am copying this letter to the recipients of yourse.
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cc for information

Mr HOSKYNS V/Mr.Whitmore Al
Sir Derek Rayner

[v~

CIVIL SERVICE REFORM

1. Many thanks for your note of 26 June and for subsequently
%gt}ing me have a copy of Lord Crowther-Hunt's letter to you of
une.

o Although the Policy Unit does not have the Civil Service
as one of its "main preoccupations” (to quote his Iordship), you
have no doubt got some interesting impressions of and ideas on it.
I am sure that it would be well worth our finding out what they
2re,

3. . In the hope that it will be agreeable to you, I am asking
Miss Sullivan here to try and find a time for you and Mr Strauss

(if you wish) to have a Session with Mr Allen and me (or just me,
if you would prefer).

-~

C PRIESTLEY

30 June 1980







30 June 1980

The Prime Minister has seen the
Lord President's minute of 27 June 1980 about
the report in Thursday's Times of the conversation
between John Hoskyns and Mr. Kellner.

She agrees that if Sir Ian Bancroft is
questioned about the article when he appears
before the Select Committee on the Treasury and
Civil Service later this week he should reply on
the lines proposed by the Lord President in the
second paragraph of his letter.

@ A. WHITMORE

Jim Buckley, Esq.,
Lord President's Office.
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Civil Service Department
Whitehall Lendon SWI1A 2AZ
Telephone 01-273 3000

The Rt Hon Michael Heseltine MP

Secretary of State

Department of the Environment

2 Marsham Street

LONDON SW1 5o June 1980

DEPARTMENTAL MANAGEMENT SYSTEMS

I was most grateful to you for giving me and my officials the
opportunity of attending your meeting on 16 June for the discussion
on the material dealing with your Housing Directorates. I was sorry
that I was not able to stay for the whole meeting. But I have had a
report from my officials later. It was clear, however, thait “the
occasion and the material provided for it gave an opportunity for
you to discuss the organisation and management of the Directorates
with those responsible for them in a more detailed way than I have
ever seen before.

Obviously different departmental Ministers will approach this
differently. But all Ministers need to establish a clear picture of
the work which their Departments are doing, the resources consumed
and the scope for making economies in those resources, and the best
way of organising work to carry forward their policies. I suspect
“that a number of our colleagues will not need to have as extensive
information as your particular system provides, particularly once
they have familiarised themselves with their Department's organisa-
tion and management the first time round. But every Minister will
or should want to be satisfied about the management systems of his
Department.

I think the best way to carry this forward is as part of the work on
the management of departments which Derek Rayner (to whom I am copying
this letter) has launched in his "lasting reforms" exercise on which
the first reports are due in October. His studies will obviously
draw on the arrangements which you have introduced, along with other
systems elsewhere (as well as on work which has been done by my own
Department).

I am also copying this letter to the Prime Minister.

/







PRIME MINISTER

You will not be surprised that I was distressed to read
the piece by Peter Hennessy in yesterday's Times which
reported a talk between John Hoskyns and Mr Kellner.

I did not expect that John Hoskyns would be speaking with
your blessing and I was relieved to have this confirmed
yesterday by your office. As you know, Sir Ian Bancroft
will be appearing before the Select Committee on the
Treasury and Civil Service next Wednesday. The subject
on which he is to be examined is the _role and powers of
the Civil Service Department. In preparing himself Tor
this he will have to equip himself to answer possible
questions about the Hennessy article. I have spoken to
him about this. He proposes to answer questions on the
general lines that it is his understanding that any approach
that might have been made to lNr Kellner was made without
your knowledge or authority. Is this correct? \1Lﬁ

Nevertheless, this sort of thing is very damaging. Though
no doubt there is plenty of room fOr improvement, the Civil
Service is seeing itself being pressed simultaneously on
size, efficiency, pay, pensions and being generally
castigated. DMorale is obviously suffering and be it true
or false this sort of article does nothing but harm. I
have spoken to John Hoskyns.

SOAMES
27 June 1980

o
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You have agreed that you and Mr. Thatcher should have

dinner with Sir Derek Rayner at his house on Tuesday, 8 July.

When I first raised this with you the plan was that the
three of you should dine alone. Sir Derek Rayner, whose main
concern is that the occasion should prove as useful as possible
to you, has asked whether you would find it helpful to have
Sir Robert Armstrong at the dinner: some of the matters which
he wishes to discuss with you - eg the role of the CSD and
its future relationship to the Treasury - are subjects with which
Sir Robert Armstrong is directly involved. In any case he
proposes to go over some of the ground with Sir Robert Armstrong
before the dinner party. Would you like him to invite
Sir Robert Armstrong?

r/{ :




MR SANDERS

PETER KELLNER P, PAB
N T s b, N W (doan

Norman Strauss and I had fﬁnch with Crowther-Hunt and Kellner on

Wednesday, 11 June, to talk about Civil Service reform.* On 16 June,

Crowther-Hunt wrote to me and I copied the letter, together with a

covering note, to the Prime Minister on 18 June (copies attached).

Following the lunch Norman and I discussed whether someone like
Kellner,with his journalistic training in the business world
(important for much of the work we do) and his experience working
with Crowther-Hunt, could be useful to the Policy Unit.

YA
I suggested that Norman talked to Kellner to see whether such a
possibility was of interest. Norman rang Kellney who invited him

to lunch.

Over lunch (for which Kellner paid) he made it clear to Norman that
he was a strong and active Labour supporter, strongly anti Tory
policies. There was obviously therefore no point in discussing the

matter further.

There was never any question of "offering" a job to Kellner. No
terms and conditions were mentioned. I had not even discussed the
matter with the Prime Minister, and therefore had no authority to
make any offer. Nor was my principal interest in him related to
Civil Service reform - anyone joining a small team like the Policy
Unit would have to be much less specialised than that. The whole

thing was a matter of tentative and private exploration.

(W\(

JOHN HOSKYNS

¥ TFollowing the publication of their book.




16th June, 1980.

John Hoskyns, Esq.,
10 Dovning Street,
TLONDON

Dean thf ‘ztatﬁ.’?\i.'m)

I greatly enjoyed that stimulating lunch last week with Norman
Strauss and yourself. Very many thanks. T am writing now, as promised,
with further reflections on the Civil Service Department problem.

There is no doubt that the Civil Service Department has been a
bitter disappointment right from the time it was set up. It has lacked
nclout" and professionalism - largely because the top level officials
in the Department have never been up to the job. Fulton saw the new
Department as the battering ram of radical change throughout the Service.
but to achieve that we stressed that the new Department must not simply
be a hiving off of the old Pay and Management side of the Treasury. We
also stressed that new people from outside the Service should be brought
in at top levels in the new Department. Alas, these last two recommendations
were completely disregarded. Since then the Civil Service Department has
gone from bad to worse.

Still, if you want to achieve radical Civil Service reform (and I am
delighted to know that you do) this can, in my view, only be achieved
through the Civil Service Department. It goes without saying, however,
that the Department itself must first be radically reformed. It needs
at the head of it a powerful Cabinet Minister who can devfite most of his
time to Civil Service reform - and this means that he must be able to
command both principles and detail otherwise he will in the end be
outwitted by the mandarins. The Minister will also need his own "Cabinet"
of zbout 6-10 individuals. The "Cabinet" should be headed by someone
like Sir Derek Raynor (but preferably on a full-time basis) - and the
otherfgggpers of the "Cabinet!" should be a mixture of appropriate senior
people outside the Service together with some younger members of the
Service who themselves are dedicated to radical reform. In total
composition the '"Cabinet!" should add up to a multi-disciplinary team,

e.g. including appropriately experienced scientists. A '"Cabinet" on these
lines servicing a powerful Minister would be able to produce both radical
change in the Civil Service Department itself and then through the Civil
Service as a whole, ,




John Hoskyns,Esq.,(Contd)

If the maintenance of the Civil Service Department, as suggested above,
is not acceptable,a possible alternative would be to integrate the existing
C.S.D. with the Cabinet Office. Amalgamated in this way,the C.S.D. part
of the Cabinet Office would still need a powerful Minister to run it —
together with a '"Cabinet" along the lines suggested above. The new Cabinet
Office with the new C.S.D. incorporated within it could then become a
very powerful Prime Minister's department - which is just the sort of
backing a thrusting Prime Minister needs. What would be fatal ,though, to
the hopes of radical Civil Service reform would be to merge the present
Civil Service Department back into the Treasury from whence it came.

If you would like me to elaborate any of the above assertions I am,
of course, very much at your service. In any event all strength to
your elbow.

;”(,V&M PP m{?‘

-~ /X.%’Mh-\ Covraltatas Kearas

—

The Lord Crowther-Hunt.




18 June

PRIME MINISTER

CIVIL SERVICE REFORM

Norman and I had lunch with Lord Crowther-Hunt and Peter Kellner,

authors of the recent book on the Civil Service.

I thought you might be interested to read Crowther-Hunt's follow-up
letter. Despite sharing our views on the present state of the

Civil Service Department, he believes that that is the only instrument
for change and that it would be a strategic error to close it down.
Ndrman and I have increasingly come to the view that nothing short
of a '"Ministry of Change" for the Civil Service will do any good.
Crowther-Hunt's suggostion for the role and the "Cabinet' of the

CSD (last paragraph of his first page) follows very much the same
thinking as our own, as it turns out. The Service - as it at present
operates - culture, attitudes, methodology, everything - is simply
not a system for solving the problems, or helping Ministers to solve
problems, in the way people fondly imagine it is. It scarcely
matters what sort of political party is in office as long as the
Civil Service itself does not change. The newspaper coverage of

PA Management Consultants' report on London Transport could, in our
opinion, have been written about the Civil Service, despite its much

larger share of the country's talent.

JOHN HOSKYNS




Mr HOSKYNS cc for information

Mr Whitmore“*f// N%“j -

Sir Derek Rayner

CIVIL SERVICE REFORM

i I am fascinated by the piece in this morning's TIMES
about your conversation with Lord Crowther-Hunt and Mr Kellner.

% I think that we should have a word about this today (and
I am writing because I cannot get you on the 'phone) as” Sir
Derek Rayner will be very interested to learn that his work
nee%s %omp%ementing, as 1ndeed I am myself. Will you please
contact me

3 Two points you may like to know of. First, Lord C-H
has asked Sir DR to meet him for a talk and this will take
place soon.

4 Secondly, you may like to see the attached copy minute
on the book THE CIVIL SERVANTS and to know that Sir DR will
ﬁﬁobably tell Lord C-H that he is unfavourably impressed by

Kellner's omission to consult him with reference to the
reporting of the Rayner project.

>

C Priestley
(233 8224)

26 June 1980

ENC: Copy minute as indicated




Sir Derek Rayner

THE CIVIL SERVANTS

1. You kindly lentme the attached book by Mr Kellner and
Lord Crowther-Hunt drawing my attention in particular to the
account of the exchanges between Sir Keith Joseph and Mr Chapman
in 1978-79 and to the extract from Mr Chapman's letter to you
(pages 287-289).

e I can confirm that we had no approaches from Mr Kellner,
who wrote the relevant chapter of the book. There was certainly
an opportunity for him to do so hp to the end of December, as

the evidence used in the book indicates that material which did
not become available before then was used.

3. I think three points arise.

4, First there is the question whether it is worth complain-
ing to the publisher, MacDonald General Books, about this very
partial and incomplete presentation of the Rayner exercise and
the sheer lack of professionalism which produced it. That must
be for you to decide. I certainly think that you are entitled
to complain that in a book which is described (page vii) as "the
productbof first-hand experience and of generalistic inquiry",
you havq?gfackguarded without the option. But I suspect that
a letter on M&S paper would strike a colder chill to the vitals
than one on Cabinet Office paper. ZEither way I think it would

be prudent to touch base with No 10 before writing.

5% Secondly, there is the question of putting Mr Kellner
straight. I gather that, on the whole, CSD regard him as a
reasonably good thing and are not averse from cultivating him.
I would, therefore, include him among the guests for the gen-
eral briefing which is‘the‘subject of a separate minute.

6. Perhaps the most important point of all is whether there
is a frustrated "Chapman plan" and whether your exercise is pretty
seedy compared with what might have been. -




T As I understand it, the "Chapman plan" really consists
of the proposals made in relevant sections of his book, especially

the chapter on "parts for early treatment".

B, I have asked Miss Holmes to get out an anlysis of these
proposals showing what action is on foot in the relevant areas.
This is not to say that the action under way is in direct response
to Chapman but to indicate that there is a certain-like mindsiness.

9. - The mainreason for producing this analysis is that I think
it would be helpful-to let Sir Keith Joseph and the Prime Minister
have it. It Should'help to close off that particular chapter -
although the piece}%he GUARDIAN last September and the two sentences
I have marked on page 288 of the attached book have no doubt gone

a long way to do that. - '

10, A secondary purpose.is that the note will serve as general
‘briefing should it be needed. And, if you thought it right, I
would take an opportunity to let Mr Chapman have it - on'a friendly
basis, of course. :

C PRIESTLEY
12 June 1980

Enc: "The Civil Servants" '

% M. WAM'\bv mj{b-) Mt
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By Peter Hennessy
The Prime Minister is seek-
ing an adviser to work in her
[ Number, 10, Downing Street
{ Policy: Unit on a plan for the
long-term reform of the Civil
Service and to suggest ways in
which the Whitehall machine
can be made to reflect ministe-
rial wishes in the short term.
Mrs Margaret Thatcher has
been taking a close personal
inferest in reshaping Whitehall
recently. The individual she is
seeking will complement the
work of Sir Derek Rayner, joint
managing director of Marks
and Spencer and her adviser
on the elimination of waste,
who works parttime from the
| Cabinet office.
The search for a Whitehall
adviser is being led by Mr
ohn Hoskyns, head of the
Number 10 Policy Unit, and Mr
Norman" Strauss, his assistant.
Earlier this month they invited:
Mr Peter Kellner, a journalist
with The Sunday Times, to
take the post, but he declined.
The offer was made after Mr
Hoskyns ' and =~ ~“Mr  Strauss
Junched with Mr Keliner and
Lord Crowther-Hunt, co-authors
"of a book, The Civil Servants,
published last month. The
wished to discuss the themes
ﬁ:ﬁl ‘book,* which s highly mﬁ
| ca : istance
‘fﬁﬁﬁé“ 14 | ﬁf the
“senior Civil Service to thwant
thase ministerial policies out df

fivl ,onh"‘

AN

Mr Kellnér made it clear that
he was an active member of the
Hornsey constituetigy,, Labour
Party apd. in ftal dis-
agreemeng ywith. the Govern-
ment’s economic strategy. Mr
Strauss, none the. less, offercd
him a position in the Number
10 Policy Unit.

Mr Kellner sdid syesterday :
“1 could nat work in a group
with whom I was fundamentally
out of sympathy politically. I
am a journalist and have no
ambitions to-turn gamekeeper.”

Speaking of Mr Hoskyns and
Mr Straussj the added : “ They
regard the Civil Service as one
of the main: obstacles to the
implementation of government
policy, They think the Civil
Service Department is a com-
plete shambles.”

_ The Number 10 unit believes
the -Civil Service tends to con-
centrate too: much on- the pro-
cedures of policy-making rather

(‘than on achieving results, and

that the 'way to change it is to

move outsiders into top posi-

tions. "
Sir  Derek Rayner has pre-

f pzltjed‘"a ptpex The Conventions
of A QGovéenment,  for = Mrs

Thatcher which takes a similar
line.  He has provosed that
officials of proven ability should
reach the top much sooner and
. that the lenath of the Civil Ser-

viee hierarchy should ‘be short-
; 'ew,w i
p M ;@!ner 18 o leave The

Gun%‘m ihes ;g,‘S‘emembcr to
join the New $

atesman

The Civil Servants : An Inquiry
into Britaip’s Ruling Class by Peter
¢ Keliner and Lord Crowther-Hunt
((Maeodonald and Jane's, £9.95),




PERSONAL

i
Mr WHITMORE

n(\}\’_j

Sir Derek Rayner's dinner party, 8 pm, 8 July 1980

1. We spoke last week and I have consulted Sir Derek Rayner
on the guest-list.

2 Sir DR thinks that the occasion is more likely to_be
helpful to the Prime Minister and himself the fewer people
there are present. He would accordingly propose to invite,
in addition to the PM and Mr Thatcher, either Sir Robert
Armstrong or, if he is not available - and he has not yet
been asked, yourself.

3. Sir DR has said that he would like the discussion to

be completely open and frank. The PM will no doubt have points

to put to him. Among those he would like to_raise with her are

the time at which his assignment in Whitehall as at present con-

%ﬁctedfihould cease and the arrangements which might be made
ereafter.

4, In s&ﬁaking to the latter point, Sir DR will need to
comment on Whitehall personalities and has asked me whether
this would make your own gresence (should the die so be cast)
embarrassing. I have told him that, in my view, it should not,
given that you are the PM's %xlzajg Secretary, but if you have
any thoughts on this you will no doubt let me know.

Security and logistics

O I have told Miss Stephens that 3 Hamilton Terrace is more
secure than most homes need to be, but Sir DR is quite content
for it to be looked over beforehand if you wish. The main points
are:

Front door bullet-proof; back door secured by a
grille.

Windows not bullet-proof but screened and curtained.
(You will recall the lay-out of the through sitting/
dining room on the ground floor, which isataright-
angle to the road.)

Two separate phones, but direct line to St John's
Wood police station disconnected.

Neighbours on either side can be vouched for; neigh-
bours at rear believed to be Libyan diplomats.

6. I have also told Miss Ste%hensthat I can look after the

driver and detective at my flat (67, Marlborough Place), but if
it is desired that theﬁ should be on the same premises as the PM,
Sir DR can cope with them.

g

C PRIESTLEY
24 June 1980
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MR. THATCHER

The dinner with
Sir Derek Rayner on 8 July

is informal.

CL20

NS

24 June 1980




MR. THATCHER

The Prime Minister has
accepted an invitation
from Sir Derek Rayner

to dine on Tuesday 8 July.
Mr. Whitmore will also be
present.

Would you like to go?

CAROLINE STEPHENS

23 June 1980







MR WHITMORE

The attached note asks that Derek Rayner should have the
opportunity for an extended private talk with the Prime Minister

in the reasonably near future.

Dinner in the first week of the Recess might be possible, but
I am sure that DT would prefer to be excluded. Do you want to
suggest that you and the Prime Minister might take up this
invitation? I doubt whether a day-time meeting would allow the
kind of conversation which Derek has in mind: it is difficult to
find time for an extended talk, and in the past the Prime Minister
has tended to test out Derek's ideas on whatever is at the top of
her mind rather than allowing the conversation to pursue the topics

for which it was set up.

I suggested to Mr. Priestley that Derek might submit a short
note on where his assignment has got to. After the Prime Minister's
mood of disillusion at the time of the Civil Service numbers
statement, it might be useful to show her that there is some

progress being made.
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PERSONAL

cc for information

Mr Wright
Mr PATTISON Sir Derek Rayner

EFFICIENCY OF CENTRAL GOVERNMENT

1% Sir Derek Raﬁner would very much welcome an extended
r%vate talk with the Prime Minister in the reasonably near
uture.

Rie He would like to offer the Prime Minister and Mr Thatcher
dinner if this would be_agreeable and could be managed. (Sir DR
is away from 11 --27 July and 18 - 26 August inclusive.)

Do If that is not on, Sir Derek Rayner would be glad to wait
on the Prime Minister at anytime convenient to her.

4, From his point of view, the %urposes would be first, to
receive any points which the PM wanted him to take on board and,
secondly, to say what he thinks about experience so far; about
some of the issues of the moment, including top management in
Whitehall (which is relevant to the impending submission on the
organisation of the central departments); and the tasks for the
future. Sir DR proposes to have a prior word with Sir Robert
Armstrong.

Dle As already arranged with you, this office will provide a
note on work in hand and results so far in time for the Summer
Recess, but if it turns out that a meeting is arranged before
then, we shall prepare it earlier.

/

C PRIESTLEY
17 June 1980
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Civil Service Department/yg

Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon Michael Heseltine MP

Secretary of State

Department of the Environment

2 Marsham Street

LONDON SW1P 3EB o June 1980

|
| I

s~ / \ka%) :
DEPARTMENTAL MANAGEMENT SYSTEMS
I am sorry to have delayed so long in writing to say how grateful
I am for your letter of 1 May enclosing a description of your
manpower control and information system. '
Arrangements have now been made between our offices for me to
attend the meeting you are holding on Monday, 16 June at 3.00pm.
I understand it will be the first of two meetings with officials
from your Housing Directorates. I look forward to it very much.

I am copying this to the Prime Minister and to Sir Derek Rayner.

\

/

PAUL CHANNON







PRIME MINISTER cc: Mr. Wolfson
Mr. Hoskyns

Mr. Channon reports that Departments hiye now accepted
Cals
a 23% figure for Civil Service manpower eests-in 1980/81,

with the very limited range of exceptions originally envisaged.

This is likely to give an overall reductions figure of 2.3%
in 1980/81.

The C.S.D. is now discussing with Departments detailed
figures for manpower reductions in future years. Ministers
are due to report to Lord Soames by 2 July on their plans for
reviewing functions and efficiency, together with their
provisional review of their proposed reductions up to 1984.
This will be the basis for Lord Soames' report to Cabinet

before the Summer Recess.

7o)

;

9 June 1980




10 DOWNING STREET

THE PRIME MINISTER 9 June, 1980

r E
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Thank you for your letter of 22 May in which you draw my
attention to an article by Leslie Chapman in The Daily Mail.
But you seem to have ignored my statement to Parliament on
13 May. We are taking action to reduce overmanning and cut
costé.

I

SInour firstbyear of office we reduced the Civil Service by
27,000. I have recently announced plans for a further reduction
of 75,000 over the next four years, so that by the end of this
Parliament the Civil Service will be smaller than at any time
since the War. This target is based on the achievement of sub-
stantial improvements in efficiency. All my colleagues are firmly
committed to this. Much has already been achieved by Ministers
on their own account and with the help of Sir Derek Rayner to whom

the article rightly pays tribute.

Arthur Lewis, Esq., M.P.
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MANAGEMENT IN CONFIDENCE

Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon Sir Keith Joseph Bt MP

Secretary of State

Department of Industry

Ashdown House

1258 Vilcitoria Street

LONDON SW1E 6RB q June 1980

R
/
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INDUSTRIAL SPONSORSHIP

At its meeting on 1 May, Cabinet asked me to arrange for the
programme of work summarised in Annex D to C(80)24 to be
implemented.

This included my proposal that there should be a general review of
industrial sponsorship. I now write to take this further.

For the purpose of this review I strongly believe that we should
take a broad view of the kinds of activities which may involve
"sponsorship". I have in mind therefore that the review should
cover: ;

a. staff engaged in administering schemes of assistance of
one kind or another. Often this work includes a sponsorship
element which it may be possible to reduce without under-
mining substantially the effectiveness or efficiency of the
assistance itself. We need to check also that, as financial
assistance programmes are reduced, at least commensurate
reductions in staff are being planned. (I am aware that you
have already proposed staffing reductions in this area of
work and that you will be taking account in due course of
the recommendations of the current scrutiny of the regional
development grant offices.)

fol; Advisory and promotional work on behalf of industry and

the provision of services. I understand that this represents

a large proportion of the work undertaken in regional offices.
As you mentioned, in your letter of 25 April, their work also
encompasses liaison with local authorities. You are already
looking for savings here following implementation of the

reduced regional assistance policy. Our objectives for reducing
local authority oversight point strongly in the same direction.

MANAGEMENT IN CONFIDENCE




MANAGEMENT IN CONFIDENCE

3 Staffs employed in the supervision or monitoring of
nationalised industries, for example in the light of the
substantial reductions in special support for the aerospace,
shipbuilding and steel industries which are now envisaged
and our general aim to disengage from detailed interference
in the activities of the public corporations.

I propose that we should look at the position across all the
Departments involved in industrial policies, both to see that we
are adopting a broadly consistent approach and that we can be
satisfied that all opportunities for reductions are being fully
exploitied.

I therefore suggest, as a first step, that my officials should
prepare for us a summary paper on the present position. This would
show the areas of industrial sponsorship, supervision, promotion,
etc in which each Department is engaged,covering the field broadly
in the first instance. We can narrow it down later if need be. It
should then go on to give the numbers of staff involved in each of
these activities at the time we came into office, the numbers now
involved, and the firm proposals for further reductions which have
already been agreed. Most of this information will ne=d to be drawn
from Departments and I should be grateful if you and the other
colleagues to whom I am copying this letter could ask their officials
to be ready to provide this material. The aim will be to circulate
the paper by the end of this month.

The next step will then be to consider what the scope is for further
reductions. I have an open mind about how this might best be done.
It may be that a short meeting of all the Ministers concerned would
be helpful. If you would like to have a word about this, I am of
course at your disposal.

I am copying this letter to the Prime Minister, to Geoffrey Howe,
Peter Walker, Michael Heseltine, George Younger, Nicholas Edwards,

Patrick Jenkin, John Nott, David Howell, Norman Fowler and to
Sir Derek Rayner.

PAUL CHANNON

MANAGEMENT IN CONFIDENCE







10 DOWNING STREET

9 June 1980

Gle ok

Thank you for your letter of 30 May. I think there may
be some misunderstanding. Where the last sentence of your
letter is concerned, I assure you that we are intent to make
savings in the total strength of the Civil Service both by
reducing tasks and also by improving efficiency. Both are

necessary.

The papers which you sent me relate to the programme of
savings which we announced last December. It was right, and it
remains right, that the staff in the Civil Service were assured
that this was not simply a meéns of making a smaller number of
staff do the same amount of work. We were looking at that stage
for a comprehensive review of the functions of Government to cut
out those which we could do without. But that in no way implies
that we did not seek to improve efficiency and make savings in

other‘areas by simplifying, rather than cutting, tasks. Indeed,

the savings we announced last December had a contribution which

came from precisely such increased efficiency. The unions under-
stand this perfectly well - the search for increased efficiency
in the Service is not new.

/ On




On 13 May I announced the Government's intention to
reduce the size of the Civil Service to 630,000 over the next

four years. A major contribution to this must come through

making our operations more efficient and simplifying the work

so that less people are needed.

Richard Shepherd, Esq., M.P.




CONFIDENTTIAL

PRIME MINISTER

CIVIL SERVICE MANPOWER REDUCTION IN 1980-81

In your Personal Minute (M5/80) of 5 March to the Home Secretary,
you referred to Cabinet's decision that there should be an overall
reduction in Civil Service manpower costs in 1980-81 averaging as
near to 2% as possible, taking account of very limited exceptions
which should be confined so far as possible to Prison Officers and
a few very small Departments. You asked me to report the final
outcome to Cabinet.

The exceptions which have now been settled are as follows:

il Home Office, Scottish Office, Northern Ireland Office

Prison staff in all three Departments, with a few staff in
the Northern Ireland Office dealing with law and order
problems, have been exempted. The Secretary of State for
Scotland has decided to make special arrangements for the
State Hospital, but apart from this, other areas in these
Departments will take the 23% cut;

alal Small Departments

The following small, mostly legal Departments have been
exempted altogether: Law Officers' Department; Director of
Public Prosecutions; Lord Advocate's Department; Crown

Office/Procurator Fiscal Service; Scottish Courts

Administration; Northern Ireland Courts Service; Treasury
Solicitor; Exchequer and Audit Department; Office of the
Parliamentary Commissioner for Administration;

akatal, - GCHQ

Completé exemption from the reduction.

The position of the British Council, one of the fringe bodies
included in the Central Vote arrangements, is still under review.

CONFIDENTIAL




CONFIDENTIAL

A1l other Departments will be making a reduction of at least 23%.

The effect of the exemptions is to give an overall cut in manpower
costs in 1980-81 for the Civil Service as a whole of 2.3%.

I am copying this minute to members of the Cabinet, the Minister of
Transport, and Sir Robert Armstrong.

%9

PAUL CHANNON
6 June 1980

CONFIDENTIAL







ce, CSD

5 June 1980

Dear Eric,

Thank you for your letter of 15 May.
recductiocns in the functlions we ask the Civil
an important el
cost. As well as increaslng economy and efficlency, we

need to reduce the amount of government interforence in and

managing of other people's business,

This objective is implicit both in the Statement made
by Christopher Soames on 6 December, and in my more recent
statement of 13 May. I have no plans at present for a further

Statement on the question of cutting functions, but I am sure

that the Ministers respounsible will take carefui note of any

particular suggestions you may care to elaborate,

Yours ever,

Margaret
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CONFIDENTIAL

Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400

4. June 1980
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Ay
The Rt Hon William Whitelaw, CH, MC, MP
Secretary of State for the I,{ome’Depz’artment C%/ 6— Sce
50 Queen Anne's Gate

{ONDON SW1H OAT At W
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CIVIL SERVICE EFFICIENCY AND MANPOWER

Colleagues are now drawing up plans for achieving our aims of
improving the efficiency of the Civil Service and reducing its
size to around 630,000 by 1 April 1984.

The Prime Minister has asked me to report progress to Cabinet
before the Summer Recess, so I should be grateful if all
Ministers in charge of departments would let me have by
Wednesday, 2 July, with a copy to Sir Derek Rayner, an outline
_of their plans for reviewing functions and efficiency, together
with their provisional view of the reductions they would propose
up to April 1984, with more detailed thinking about 1981-82.

In drawing up their plans, in consultation with Paul Channon

and myself, and Sir Derek Rayner as appropriate, colleagues will
wish to bear in mind that:

a. we have agreed to make a determined effort tolcub
out less essential tasks, simplify procedures and make
the work more efficient. There are some areas where
functions cannot be dropped. But greater simplicity
and efficiency are attainable everywhere to a greater
or lesser extent, even including those parts of the
work where the pressure is growing;

b. the review of Departmental functions must be seen
to be effective and comprehensive. I therefore suggest
that colleagues assign one of their best officials to
the detailed work of the review, under their direction
and that of their Permanent Secretary;

Cr to be sure of getting down to 630,000 we need a
reduction of about 55,000 posts, over and above both

the savings to which we committed ourselves last
December and the 24% cut arising from the pay settlement
this year. If applied equally to all departments, this
new commitment is equivalent to a further reduction of
8% in present staff in post.




CONFIDENTIAL
CONFIDENTIAL

ok, while there is to be some flexibility in
individual contributions, it is obvious that if some
achieve less than 8%, others must do correspondingly
more. It will not be possible to make up elsewhere
any serious short-falls in the large departments;

e. it is important to keep up the impetus in 1981-82;

ity we must achieve a proportionate saving in senior
posts;

g. the confidentiality of some proposals will need
to be protected for all sorts of different reasons,
but colleagues will want to be as open as possible
with the staff and unions;

h. I hope colleagues will do everything possible
to sustain morale in the Civil Service, especially
by praising effort and initiative both within our
departments and publicly.

My officials will play their part in the ways agreed in Cabi net,
and are already in touch with departments for this purpose.

I am sending copies of this letter to the Prime Minister, to
all Ministers in charge of Departments; to Sir Robert Armstrong;
and to Sir Derek Rayner.
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10 DOWNING STREET

From the Principal Private Secretary 3 June 1980

Dew Yol | 2

CIVIL SERVICE EFFICIENCY AND MANPOWER

As I explained to you on the telephone, the Prime Minister has
not beern able, in the midst of her other preoccupations, to give as
much thought as she would have liked to the suggestion which the
Lord President made in his minute of 20 May that she should write to
other members of the Cabinet about the steps to be taken to follow
up the Cabinet's discussion on 1 May on Civil Service Efficiency and
Manpower.

She has said, however, that since the need to circulate something
on the lines of the draft minute attached to Lord Soames' minute of
20 May is becoming increasingly urgent, she is content for the
Lord President to write to his colleagues. The Prime Minister agrees
that Lord Soames should tell his colleagues that she has asked him to
make a progress report to Cabinet before the summer recess.

I am sending copies of this letter to Derek Rayner and David
Wright (Cabinet Office).

Yo el

Jim Buckley, Esq.,
Lord President's Office.
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CIVIL SERVICE DEPARTMENT
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Sir Ian Bancroft G.C.B. % ;‘W
Head of the Home Civil Service M 65/ h Mf

Jqurs.
Mike Pattison Esq / /yw%(,

10 Downing Street
LONDON SW1 2 June 1980

D,m N de W/‘W e

You enquired some time ago about annual wastage from the Civil
Service, and the number of posts represented by the estimated
numbers of those leaving each year.

—_—

Al though there are no data available which would enable us to
calculate this directly, we have produced the following estimates,
using theoretical methods:-

Time period Estimated Posts affected
(years) wastage by wastage

80,000 77,000
160,000 151,000
140,000 220,000
320,000 286,000

It must be emphasised that these are theoretical results (to answer
your query as best we can) and, in the circumstances of our
wastage estimate, they should not be given any weight in practical
considerations. Our original estimate of 80,000 was for wastage
over the next few years. It was based on recent experience but
incorporated adjustments to take account of changes in recruitment
(and, hence, length of service) patterns and reductions in the
sige of the Service. Actual wastage in 1979 was about 90,000
(this has to be an estimate because we do not have figures for
industrials). For a period of one year the difference between the
estimates of wastage and the number of posts affected 1is small
compared with the margins of error concerned. For practical
purposes, therefore, there is little to be gained in seeking to
refine the figure of 80,000 when it comes to considering loss
estimates in relation to the overall cut figures.

Yous S e

e
A,

TOBY CHURCHILL
Assistant Private Secretary
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Mr PATTISON

CIVIL SERVICE EFFICIENCY AND MANPOWER

i This supplements my minute of 21 May on the CSD draft
minute from the Prime Minister to Ministers, especially my
comments on its purpose and tone, and issent to you in case
we are unable to SEeak this evening. WMy working assumption
is that the PM will minute to Ministers, so I am sorry to be
adding to paper umnecessarily if the decision now is that she
should not.

s I have not spoken to CSD s¥ecifically about the draft
but I find that current work by their officials and by depart-
ments followin§ the 1 May Cabinet decisions rather worryingly
ad hoc. If the PM does minute, one useful purpose of doing
so would be to inject some structure into the review work.

The present activity appears confined to

o g "desperate effort" to see what can be offered
up as a first slice of cuts for 1981-82; and

o establishing the Eresent size and nature of the
staff to be reduced to 630,000 - ie agreeing on the base
line for each department to start fromand on what counts
as "Civil Service" for this purpose.

2 No other basis for the "departmental reviews" of efficiency
is yet in CSD's mind as far as I kuow.

4, This means that the "plans" called for by early July
are unlikely to get much beyond

Qe the offerings for 1981-82 about which there may
be a good deal of in-fighting; and

b. the very broad indications of where Ministers
might look for subsequent improvements and "a general
view of the achievability of the overall targe%”.

o I think that the implications of this for the draft
minute from the Prime Minister are that it

a. should not seem tardy and out of touch with
what is happening already;

b should give the PM and Cabinet room for manoeuvre
bg indicating that the first views put forward for
1981-82 must be "provigional" (as in paragraph 9 of

the alternative draft I sent you); and

(&2 leave room for playing in Sir Derek Rayner.
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6. I leave the goint at 5a for you to deal with, but if
you are using the draft I sent you, I suggest that you amend
paragraph 4:

"The Civil Service Department will play their part
as agreed in Cabinet and are already in touch with
departments for this purpose."

{0 On 9b, I suggest that (as Eroposed in garagraph 1k
my alternative draft) outline plans should be copied to
Sir DR, eSEecially if you cut out the second sentence of
paragraph 4 of the alternative draft.

8. I should confirm for the record that Sir DR thinks that

he can make a contribution to departmental reviews in the large
departments, if asked, and that that is where his main effort

in connection with departmental reviews should be made. You
may like to consider whether he should be invited to do so quite
specifically and unmistakably.

D You may like to know that Sir DR has made a specific
offer, onapersonal basis, to the Chancellor in this respect.
This was in a personal letter earlier this week, following up

a meeting with the Chancellor and Lord Cockfield last week,
for which the former asked. Sir DR has also been asked by the
Permanent Secretaries of Social Security, Inland Revenue, the

NI and Scottish Offices and Industry to visit them and their
senior management over the next few weeks, two of these specifically
in the context of the "departmental reviews" called for by the

1 May Cabinet.

C PRIESTLEY

30 May 1980
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PRIME MINISTER

Civil Service Efficiency and Manpower

The Civil Service Department are anxious to follow up
quickly your statement in the House of Commons on Civil
Service efficiency and manpower, and they have been discuss-
ing the next steps with Departments. The Lord President
has now minuted you about this, inviting you to send a

minute to all Ministers in charge of Departments (flag A).

Sir Derek Rayner's Office have let us have some comments
on the draft minute provided by Lord Soames, and I attach
at flag B an alternative draft which follows the lines of
Lord Soames' draft but which also takes account of the
comments from Sir Derek Rayner's Office. Are you ready to
minute your colleagues, and if so, which version do you

prefer?

23 May 1980
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DRAFT MINUTE FROM THE PRIME MINISTER TO MINISTERS IN CHARGE

OF DEPARTMENTS

Civil Service Efficiency and Manpower

Following the Cabinet's discussion on 1 May, I announced
in the House on 13 May our aim of improving the efficiency
of the Civil Service and reducing its size to around
630,000 by 1 April 1984. As you will know, I met Permanent
Secretary Heads of Departments on 6 May to discuss with them

the conclusions reached at Cabinet.

The purpose of this minute is to ask Ministers in charge
of Departments to take personal responsibility for the review
of their Departments' functions and activities which the
Cabinet agreed should now be undertaken; and to indicate the

next steps.

To help them ensure that the reviews are successful,
I suggest that Ministers should put one of their best officials
in charge of the detailed work of the review, under their

direction and that of their Permanent Secretary.

I have asked the Lord President to make a progress
report to Cabinet before the Summer Recess. I should accor-
dingly be grateful if all Ministers in charge of Departments
could let him have by Wednesday, 2 July (with a copy to

Sir Derek Rayner) an outline of their plans for reviewing

functions and efficiency, together with their provisional
A
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estimate of the reductions they propose to make over the
four years 1981-84. I should like proposals for 1981-82
to be as firm as possible, both in terms of numbers and

cosltis

The reviews should be a systematic effort to cut out
less essential tasks, simplify procedures and make the
work more efficient. The shorter term exercises which
Departments have already carried out have shown what can be
done to reduce functions and the numbers of civil servants.
We now need to produce savings and improvements in efficiency
over the remaining years of this Parliament and beyond.
The overall objective we have set is, in the light of the
experience of the past 12 months, a realistic estimate of

what is attainable.

In drawing up their plans, Ministers should have in

mind the following points:

Taking account of the contingency margin the
Cabinet thought necessary, we require a reduction
of some 55,000 posts, in addition to the firm
savings we decided upon last December and the
continuation of this year's 2} per cent squeeze -

about a further 8 per cent overall.

CONFIDENTIAL
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While we have agreed to flexibility between
Departments, if some Ministers achieve less than
8 per cent, others must do correspondingly better.
I see no prospect of making up elsewhere any

serious shortfall in the large Departments;

It is important to set the momentum going and to
make sure that 1981/82 sees us well on the way

towards the figure of 630,000;

(d) We must achieve a proportionate saving in senior posts.

I know that Ministers will be concerned to sustain morale
in their Departments, following the series of measures we have
announced since taking office. It will be especially important
to reward effort and initiative. We should, as a general rule,
be as open as possible with the staff and the unions, though
I recognise that the confidentiality of some proposals may need

to be protected.

The Civil Service Department will play their part as
agreed in Cabinet and will shortly be in touch with Departments

for this purpose.

I am sending copies of this minute to Sir Robert

Armstrong and Sir Derek Rayner.




MR. WHITMORE

anpowcy

I attach:

Flag A: The Soames draft minute 145{*
Flag B: A Rayner /Priestley alternative

Flag C: My attempt to put the two together

in suitably Prime Ministerial terms.

The Rayner draft includes (paragraph 4) the proposal
that a Rayner note should be circulated containing suggestions
based on experience with projects/scrutinies to date. But
the Prime Minister has already made Mr. Channon responsible
for cross-fertilisation following Rayner's work. I suggest
that this would be best handled by your minuting Jim Buckley
with the Prime Minister's request that the CSD team should
circulate a note by Rayner on experience derived from his work
to date, and should stress the Prime Minister's wish that the
large employers in particular should consider what additional

help Sir Derek could give them in this work.

Y/

21 May 1980




PERSONAL - COVERING CONFIDENTIAL

cc Sir Derek Rayner

Mr Pattison

CIVIL SERVICE EFFICIENCY AND COSTS

1e We spoke this morning about the Lord President's minute
of yesterday. ©Sir Derek Rayner has now seen it and thinks it
a very disappointing and potentially irritating letter.

Do Sir Derek Rayner thinks that if the Prime Minister
wishes to minute Ministers, or to have a letter sent to their
offices on her behalf, it 1s very desirable that it is in tone
and content Prime Ministerial, that is businesslike and real-
istic. The draft is not on1¥ pious and exhortatory in tone
(cf paras. 2, 3(a) and 6), but it does not take the” 1981-82
issue squarely enough (para. 3(b) - (c¢)) and is unrealistic,
and risks being counter-productive, in calling for plans by

2 July. That is only 6 weeks from now. There is hardly
time %or consultation with CSD Ministers; there are, as we
understand it, no %uidelines for plans; and the reference

to consultation with Sir Derek Rayner "as appropriate" is
rather obscure in intention.

3. I attach a possible revise, retaining large parts of
the original.

4 The key changes I have suggested relate to the immediate

need for 1981-82; _the nature of the report by the

Lord President in July; the provisional nature of the plans
tolbe produced by departments in 6 weeks; and Sir Derek Rayner's
role.

Cp
C PRIESTLEY

21 May 1980

Fnc: Revised draft




ALTERNATIVE DRAFT, 21 MAY 1980

CONFIDENTIAL

CIVIL SERVICE EFFICIENCY AND COSTS

i Cabinet decided on 1 May to aim at reducing Civil
Service manpower by 630,000 by 1 April 1984. As agreed,
I saw Permanent Secretary Heads of Department on 6 May
and announced our policy in the House on 13 May. A copy

of my statement has been sent to departments.

2 The purpose of this minute is to ask Ministers in
charge of departments to take a personal responsibility for
the review of their departments and for seeing it through;
to indicate the next steps; and to comment on relations
with staff.

Ministerial leadership

3. In order to help them carry out a thorough review,
I suggest that Ministers ensure that one of their best

officials is put in charge of the detailed work of their
review, under their direction and that of their Permanent

Secretary.

4, The Civil Service Department will play their part

as agreed in Cabinet and will shortly be touch with depart-
ments for this purpose. I have asked Sir Derek Rayner to
circulate a note containing suggestions derived from
Ministers' experience with projects and scrutinies and to

make himself available to Ministers, but giving the priority

to those responsible for the largest numbers of staff.
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Next steps

5, Two things are now necessary, to plan for the

gsystematic review of each department so as to produce

savings and improvements over the remaining years of this
Parliament and beyond and to consider in the PESC context
what reductions in staff numbers and costs should be made

in 1981-82.

5 Cabinet decided against a common percentage target
for all departments. The logic of this is that Ministers
have to take the lead on their own targets. They may find
it helpful to consider target size in the light of two

considerations.

A8 First, reviews of functions, simplification and
efficiency should in one sense be targetless, in that
setting targets might produce results which are less than
the best possible. This would also take account of the
fact that it would be necessary to spend some time carrying
out thorough reviews of possible reductions where these
involve large-scale activities and in the case of activities

which cross departmental boundaries.

8. Secondly, however, the overall target of 630,000
mist inform the reduction of functions and staff numbers.
Taken with the contingency margin Cabinet thought necessary

this means:
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a. a reduction of some 55,000 posts in addition
to the firm savings we decided upon last December
and the continuation of this year's 2% squeeze,

ie a further 8%;

b. while we have agreed to flexibility between
departments, if some Ministers achieve less than 8%,
others must do correspondingly better - in particular
it would be impossible to make up elsewhere any

serious short-falls in the large departments;

En it is necessary to set the momemtum going
and to make sure that 1981-82 sees us well on the

way towards the figure of 630, 000;

.4 we must achieve a proportionate saving in

senior posts.

o5 I think it would be helpful to consider provisional
plans in the round before the Summer Recess.  Forthis
purpose, I should be grateful if Ministers in charge of
departments let the Lord President have by Wednesday

2 Jy, with a copy to Sir Derek Rayner, an outline of their
plans for reviewing functions and efficiency, together
with their provisional view of the reductions they would

propose for 1981-84, with particular reference to 1981-82.

Staff

1) We must do all we can in the interest of morale,

especially by rewarding effort and initiative and by
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praising them both within our departments and publicly.

The confidentiality of some proposals may need to be
protected, but we should be as open as possible with the

staff and unions.

il I am sending copies of this minute to Ministers
in charge of departments, Sir Robert Armstrong and

Sir Derek Rayner.




DRAFT MINUTE FROM THE PRIME MINISTER TO ALL MINISTERS IN

CHARGE OF DEPARTMENTS

¥ '

Followingé?abinetsdiscussion on 1 May, I announced

in the House on 13 May our aim of improving the efficiency
of the Civil Service and reducing its size to around
630,000 by 1 April 1984. As you will know, I met Permanent
MWM\-A‘L"M»
Secretary Heads of Departments on 6 May to exp;ainLthe
conclusions reached at Cabinet.
MMM
Ministers in charge of Departments will meed /to take
)
personal responsibility for the review of their Departments
whieh—musilnow be undertaken, i i
agreed—on—t—May I have asked the Lord President to make
a progress report to Cabinet before the summer recess.
I should be grateful if all Ministers in charge of Depart-
ments could let him have by Wednesday 2 July (with a copy
to Sir Derek Rayner) an outline of their plans for reviewing
functions and efficiency, together with their provisional

\'ow-vh—'_W”' o &I—‘WJ
mgview of the reductions they would propose £4511981—84.

I would like proposals for 1981/82 to be as firm as possible
both in terms of numbers and costgj to—atteow—feor—PESsE—woTk

to—preeceed—tmthemormat—timetabte.

The reviews should be conducted systematically, so as
to produce savings and improvements over the remaining years
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of this Parliament, and beyond. We have already undertaken
several shorter-term exercises aimed at reducing functions and
numbers of civil servants. We now need to make a concerted
effort to cut out less essential tasks, simplify procedures and
make the work more efficient. The overall objective we have

set is a realistic estimate of what is attainable given the
experience of the past twelve months. We have concluded that
there should not be a common percentage for all Departments, but
I will expect Departments to work on the basis that greater
simplicity and efficiency can produce comparable savings across

the board.

Ministers should ensure that one of their best officials
is in charge of the detailed work of the review, under their own
direction and that of their Permanent Secretaries. The results

will need to be directed to these needs:

(a) Taking account of the contingency margin Cabinet
thought necessary, we require a reduction of some
55,000 posts, in addition to the firm savings we agreed
last December and the continuation of this year's

23% squeeze - about a further 8% overall;

While we have agreed to flexibility between Departments,

if some Ministers achieve less than 8%, others must do

correspondingly better. I see no prospect of making
up elsewhere any serious short fall in the large

Departments;

‘\lﬂﬂ‘u'f g‘)”ﬁ i Yo’ ;1 1"




(c) I expect to see the current impetus maintained through

1981/82, not a bunching of potential savings in later

years;

(d) We must achieve a proportionate saving in senior posts.

I recognise that Ministers will be concerned to sustain
morale in their Departments, following the series of measures we
have announced since taking office. It will be especially import-
ant to reward effort and initiative, both within Departments and
publicly. The confidentiality of some proposals may need to be
protected, but we should be as open as possible with the staff

and the unions.

The Civil Service Department will play their part as agreed
in Cabinet and will shortly be in touch with Departments for this

purpose.




¢

CONFIDENTIAL

PRIME MINISTER

Now that you have made your statement on civil service
manpower, we must move on quickly to achieve the savings
by reducing tasks and improving efficiency.

Since the Cabinet has decided against a common target

for all departments, it is necessary to start by asking
each department to set its own, with whatever help we

can provide. But this should be done quickly. It is
essential to keep up the momentum and make sure that
1981-82 sees us well on the way towards the figure of
630,000. I must report back to Cabinet before the Summer
Reicess .

It would be most helpful if you could write to our
colleagues asking them to draw up their plans by early
July. I enclose a draft.

Paul Channon and I will keep closely in touch. As a
first step I shall ask a small team of officials, led by
Sir John Herbecq, to visit each department and consider
with them how best to approach the task. This way of
proceeding has been mentioned informally to Permanent
Secretaries, who welcomed it.

I am copying this minute to Sir Robert Armstrong and
Sir Derek Rayner.

5

SOAMES
20 May 1980
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DRAFT MINUTE TO MINISTERS IN CHARGE OF DEPARTMENTS

CIVIL SERVICE EFFICIENCY AND MANPOWER

Now that I have announced our aims of improving the

efficiency of the Civil Service and reducing its size

to around 630,000 by 1 April 1984, we must draw up our

plans for achieving these objectives.

We have agreed to make a determined effort to cut out
less essential tasks, simplify procedures and make the
work more efficient. There are some areas where
functions cannot be dropped. But I believe that greater
simplicity and efficiency are attainable everywhere to a
greater or lesser extent, even including those parts of

the work where the pressure is growing.

I should be grateful if, in drawing up their plans, in
consultation with CSD Ministers, and Sir Derek Rayner as

appropriate, colleagues could bear in mind that:

(a) The review of Departmental functions must be seen
to be effective and comprehensive. All Ministers
should ensure that one of their best officials is put
in charge of the detailed work of the review, under

their direction and that of their Permanent Secretary.

CONFIDENTIAL
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(b) In order to achieve our target of 630,000
plus the larger contingency margin we agreed would
be necessary, we shall need a reduction of about
55,000 posts in addition to the firm savings we

decided upon last December and the continuation of

this year's 2% squeeze - about a further 8%;

(e) While we have agreed to flexibility as between
departments, it is obvious that if some achieve less
than 8%, others must do correspondingly more. It will
not be possible to make up elsewhere any serious short-

falls in the large departments;

(a) It is important to keep up the impetus in 1981-
823

(e) We must achieve a proportionate saving in senior

posts;

(f) The confidentiality of some proposals may need to
be protected but we should be as open as possible with

the staff and unions;

(g) We must do all we can to sustain morale in the
Civil Service, especially by praising effort and initiative

both within our departments and publicly.

The CSD will play their part in the ways we agreed in
Cabinet and will shortly be in touch with departments for

this purpose.

CONFIDENTTIAL
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I have asked the Lord President to make a progress

report to Cabinet before the Summer Recess. I should

be grateful if all Ministers .in charge of departments
could let him know by Wednesday, 2 July, their plans
for reviewing functions and improving their department's
efficiency, and what reductions they propose to make in

1981-82 and, in broad terms, for the rest of the period.

We should be well able to fulfil the task we have set
ourselves. Our progress will be under constant scrutiny
and I ask all my colleagues to give it the necessary

priority.

I am sending copies of this minute to all Ministers in
charge of departments, to Sir Robert Armstrong and to

Sir Derek Rayner.
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SIR DEREK RAYNER w00

18\ 60
CIVIL SERVICE MANPOWER AND COSTS

Thank you for your minute of 15 May which was most interesting and
useful to me. I read out the substance of it at the meeting of
Permanent Secretaries today, as I thought it helpful to inject

your points into the debate. This turned out, as I expected, to

be largely of a mind clearing character, helping to identify problems
to explore in the future and pointing to the approach we might

adopt — to get departments planning gquickly for 1981/2.

Colleagues very much supported your view that the target set

could only be met if specific proposals for simplification and
dropping of functions could be adopted. They also moted your
view that there might be a case for an official other than the PEO
to be made available to mastermind the. exercise. I made it clear
that this was a matter which must be for each Permanent Secretary
to decide according to the circumstances in his own department.

(I suspect that in practice many will choose their PEOs, as the
most .experienced officials in this field who can most quickly take
up the challenge).

After some reflection, colleagues said that they would, in fact,
welcome sorties from CSD to discuss the most constructive way
forward, and how matters looked from their point of wview. I myself
feel this will offer us immediately the best chance of getting
things moving without delay, but share your view that we must
ensure that the rationale of the exercise is properly understood
both by Ministers and officials. One opportunity to explore this
further might perhaps be when you sSee Permanent Secretaries and
later Principal Establishment Officers on 28 May. _Another will
be _when we prepare a progress report for Ministers in July. I
plan to reconvene the group of Permanent Secretaries.to look at
the draft skeleton of our report, which we hope Ministers can
consider at the penultimate Cabinet this summer.

In this conmnection, it is worth noting that Permanent Secretaries
this morning indicated that they would want to come back to
Ministers in July for more guidance on whether the exercise was
primarily about numbers - as seems from the target - or costs.

They wanted to prepare illustrations of the results that concen-
tration on the former could have, both in terms of contracting

out: work at greater cost and in undermining the morale of officials
in trading funds, or revenue earning operatioms.”

As for vour own role, I expressed my hope that other departments
would follow the Customs and Excise example and seek your views
on their particular problems. There was a clear indication of a
desire to do so, and an interest in the general experience SO

far from projects and scrutinies. No doubt these meetings will
provide the mechanism for you to explore further the *unthinkabl &'
you mention — though as you say, (and colleagues echoed in
discussion) .- many of these are rather longer term possibilities.

1
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I will let you have a copy of the note of the meeting of Permanent
Secretaries as soon as it is available, and look forward to our
talk on 27 May, in preparation for 28 May.

I am copying this to Robert Armstrong.
e
\/l

TIAN BANCROFT
16 May 1980
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)
On Tuesday the Prime Minister announced further steps to increase efficiency ﬂQ

6§

in and reduce the size of the Civil Service over the next four years.
Successive Governments have steadily added to the tasks the Civil Service
is asked to do without paying sufficient attention to the need for economy

and efficiency. The result is that staff numbers have grown over the years.

The Civil Service is at present 705,000 compared with 732,000 when the
Government came into office last May. Our intention is to reduce this
number still further - to 630,000 over the next four years. This would

be the smallest Civil Service we have had since the war. Overall, the

Government's plans will mean a reduction in the size of the Civil Service
of 100,000 posts, representing an annual saving of some £600m on pay alone.
About half these savings will be achieved from measures already announced

before the Prime Minister's statement this week.

How are these new savings to be achieved?

All Ministers in charge of departments will now work out detailed plans
for concentrating on essential functions, and making operations simpler and

more efficient in their departments.

Are these cuts really necessary?

It is vital if we are once again to prosper as a nation that the burden of
public sector costs is brought - and kept - under control. The Civil
Service is a key element in the Govermment's drive to make the whole of the

public sector much more cost conscious and cost-effective.

However, it is not the only one. It applies equally to local government and
the nationalised industries. But it is for central government to set the

example.




An attack on the Civil Service? Emphatically no. This country -
and this Government - has been well-served by its Civil Service. Just
because the Govermment wants to see a smaller Civil Service does not
mean that we do not appreciate its qualities. But we must ensure that
all the work it does is necessary for the country, is done the most

efficient way, and represents good value for money for the taxpayer.

Changes like the ones now being made are bound to arouse feelings of
insecurity and uncertainty among staff. It is vitally important therefore
that the changes be put in their proper perspective. Some 80,000 people

leave the Civil Service on retirement or resignation every year. It

should therefore be possible to accommodate a reduction of 75,000

spread over four years without significant compulsory redundancy.

We shall be consulting fully with Civil Service unions about the way

in which we implement our plans.

The Paymaster General's Office
Privy Council Office

68 Whitehall

SW1

16 May 1980




CONFIDENTIAL

Sir IAN BANCROFT

CIVIL SERVICE MANPOWER AND COSTS

il Your office has kindly sent me a copy of the paper for
your meeting tomorrow. In view of my intended involvement

in the departmental reviews of functions, simplification and
greater efficiency, may I ask you to consider the following
points and make them on my behalf in the course of discussion?

240 First, I recognise that it is imperative to face up to

the logic of the 630,000 figure and its implications for the
next financial year. But I very firmly believe that the em-
phasis of the review as a whole must be on an orderly examinat-
ion of functions and of opportunities for reduction, simplific-
ation etc. (As the paper says - para 6(a) - there is time,

for which as you know I have pressed throughout.) I regard
orderliness as right in itself and very necessary from the
viewpoint of dealing with the staff and the staff side. I

am convinced that there are opportunities for reform and that
the programme can and should help prepare the Service for the
future.

38 Secondly, as I said in my minute to the Prime Minister
of 18 April, I believe that the issues should be prepared for
each Minister and therefore his Permanent Secretary too by

an official of proven aptitude for action. I think that this
is crucially important, but I should emphasise once again, in
case there is any misunderstanding, that I do not see it as
diminishing in any way the role or standing of the Permanent
Secretary: the point is simply that the job is a big one and
although the Permanent Secretary must be responsible for the
plan eventually put to his Minister, he must look to a strong
official to take the lead for him. This might be the PEO,
but I suspect that designating an official for the purpose
may be the better course, because it is going to be a very
demanding assignment.

4 Thirdly, may I suggest a variation on the scheme of sort-
ies from CSD in para 10 of the paper? While those could be
very helpful at the right point, I think that there would be
much to be said for first inviting Permanent Secretaries to
think about what Mr Pym in his minute to the Prime Minister

of 30 April called a "rationale" or "longer term strategy"

and to send their PEOs or the officials designated armed with
ideas to a conference with CSD, perhaps chaired by one of your
Ministers.




5 This would help ensure a strong departmental input to
thinking about and planning for the departmental reviews and
the contribution to be made to them from the centre. It
should lead also to a clear understanding of the general aims
and coverage of the exercise as a whole, its timing and what
each department is to do, both in conformity with others and
independently on its own account.

6 Fourthly, there is the part I can most helpfully play
myself. I should be glad to know what you yourself think
about this, but you might tell the Permanent Secretaries that
I will do my best to help anyone who asks. As you know, I
had a very useful session with Sir Douglas Lovelock and his
senior colleagues at Customs recently; I shall also be going
to the Inland Revenue at Sir Lawrence Airey's suggestion

and to DHSS for a meeting with Mr Otton and the senior Social
Security people. All these sessions are by invitation, which
I find very helpful.

7 More generally, I shall touch base with the Prime Minister
at an appropriate time to check whether there are any particular
ways in which she would like me to help. I shall in any case
try to produce quickly a summary note on experience so far with
the projects and scrutinies. And I am seeing the PEOs at their
conference on 28 May.

8 Finally, I think that this may well be the time to tackle
some of the very large questions left over from earlier times
and some of the "unthinkables". Not all may be amenable to
early treatment, of course. You no doubt have a list, but two
which occurred to me are things like the staffing of the reven-
ue departments and the DE/DHSS/MSC complex.

) T mention the revenue departments less in their own right
than to raise the general question of complementing formulas:
should the prevailing wisdoms go unchallenged. There is now

a scrutiny in the unemployment benefit/benefits for the unemploy-
ed area, which is difficult but promising, but the point I want
to make is that I think that we should be chary about regarding
any organisational cause of duplication or overlap as off limits.

10 I think it would be helpful - certainly to me - for us
to have another talk soon, especially in preparation for the
28 May Permanent Secretaries' meeting.

ali I am copying this to Sir Robert Armstrong who is of course
liberty to copy it also to NMr Ibbs if he wishes.

May 1980




CONEIDENTIAL

CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SWIA 2AZ

Telephone 01 273 5400 PS/Lord President
: PS/Minister of State
Sivi 2 Bancroft. G.C.B. PS/2nd Perm Sec

Head of the Home Civil Service Mr Wilding + pps
Mr Wollen

DPL
Manpower File

David Wright Esgq
Private Secretary to ,
Sir Robert Armstrong KCB CVO
Cabinet Office
Whitehall _
LONDON SWi1 - 13 May 1980

Dear P,
CIVIL SERVICE MANPOWER

As you know, in response to the discussion at last week's

Permanent Secretaries meeting, Sir Ian Bancroft has arranged

for Permanent Secretaries to be called together on Friday 16 May(1Q OOar
to discuss the next steps to be taken to follow-up the Cabinet

decision on Civil Service manpower. The dedsion was announced by the

Prime Minister today. For convenience, I attach a copy of the

final draft of the announcement.

To assist the discussion I also attach a note by CSD officials
about the implications of the Government's decision. This invites
Permanent Secretaries' views on how the problems set out in

the paper should be best resolved.

Finally may I ask you to note the following administrative points.
First)Horseguards Parade will be .closed for parking and access

on the morning of 16 May, because of rehearsals for Trooping the
Colour. I am afraid that we will therefore have to ask Permanent
Secretaries to enter CSD by the main entrance in the Mall. They
may like to allow a little more time than usual to get here.
Second, because of the likely disturbance from the rehearsal

Sir Ian Bancroft has decided to hold the meeting in Room 1/60.
This is just along the corridor from Sir Ian Bancroft's room.

We expect the meeting to last about 15 to 2 hours.

I am copying this to those invited to the meeting and to substitutes
where we have been notified of their attendance.

YM S.“_M) ;

k : a.u‘
DAVID LAUGHRIN \}B

Private Secretary
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The decision taken by Ministers on 1 May laid down a target of

630,000 by 1 April 1984. -

2. We calculate that the effect of the earlier decisions should

be roughly as follows:-—

(2a) Themainprovision in the Estimates for 1980-81,
taking account of this year's slice of the Lord President's
6 December savings, but before taking account of the 2i%

cut, was 713,000.

(b) This year's cut of 24% (effectively 2.3%) will not

all be taken in staff numbers. But at 705,000, the

Service is at present over 1% below the estimates provision.
Taking these two factors together, the likely prospective
size of the Service on 1 April 1981 is not much over :

690, 000.

(c) The 23% cut is to be carried forward into later years.
In addition, there will be about 23,000 posts still to

come from the firm savings announced on 6 December.

So the cuts so far should, by themselves, reduce the Service
well below 670,000 by 1 April 1984. But the latest forecasts
for unemployment etc point to offsetting growth of some 9,000

over the same period - say, a net result of around 675,000.

3. If Ministers had accepted the proposal for progressive cuts

of 2% in all departments, that would just about have brought

i
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us to the target figure of 630,000 by April 1984 (after taking

account of the likely offsettiné growth), But it would have
left 1little or nothing in the proposed contingency margin to
cope with any growth larger than that now proposed. Ministers
concluded that the contingency margin might need to be greater.
If we increase the target reduction in order to take account
of this conclusion and go for 620,000 (ie a contingency margin
of 10,000 in addition to the 9,000 growth currently forecast),

then the additional reduction we need, over and above those

listed in paragraph 2, 'is 55,000 or nearly 8% of the expected

starting level for 1981-82. On a contracting base, this is

appreciably higher than 23% per annum.

4. Ministers decided further that there should be flexibility
both as to timing and as to distribution between departments;
they also however enjoined the Minister of State, CSD, to keep
up the momentum. A pattemof reduction which made 1981-82

a fallow year, with an overall drop markedly smaller than that
in 1980-81 seems most unlikely to be acceptable. But if some
departments are to be reduced by much less than the average
and some are to make their savings only towards the end of the
period, an acceptable pattern of rundown overall may well mean
that others have to make very large reductions in 1981-82 -
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