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10 DOWNING STREET

From the Private Secretary 30 May 1980

You will have seen my letter of today's
date to Clive Priestley recording the Prime
Minister's comments on Sir Derek Rayner's
minute of 22 May about the Bath Maintenance
Economy Review.

The Prime Minister has noted with particular
approval the excellent work of Mr. Turtle
throughout this exercise. She has asked that
her comment be recorded on the relevant file
and that Mr. Turle should be informed of this.

I am sending a copy of this letter to
Clive Priestley (Sir Derek Rayner's Office).

David Edmonds, Esq.,
Department of the Environment.
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10 DOWNING STREET

From the Private Secretary 30 May 1980

The Prime Minister has seen Sir Derek
Rayner's minute of 22 May about the Bath
Maintenance Economy Review.

She has noted with approval the action
taken so far by the Ministry of Defence and
the action in hand at the Property Services
Agency.

The Prime Minister would like to be
informed when the Surplus assets have been
disposed of and what sSums are realised from
iEhrise

I am sending copies of this letter to
the Private Secretaries to the Secretaries
of State for Defence and the Environment ,
the Lord President of the Council, Lord
Strathcona and Mr. Finsberg,

Clive Priestley, Esq.,
Cabinet Office.




10 DOWNING STREET

PRIME MINISTER

_ 2afs[m
Here is a report from
Derek Rayner about follow-up
to the study of the use of

Ministry of Defence accommodation
in the Bath area. He asks that

you simply note with approval
the action so far taken both

by MOD and PSA.
— S







PRIME MINISTER .
e MATs nde

b/ 2a4.5. %

BATH MAINTENANCE ECONOMY REVIEW

e I am sorry that I have not let you have an earlier note
on progress with the implementation of the recommendations
made by Mr Turtle and his team in the Bath Maintenance Economy
Review. The delay is due entirely to the pressure of work on
my office and me, not to the Ministry of Defence (MOD) and the
Property Services Agency (PSA).

! I am glad to report that follow-up action is well in
hand. Moreover it has been decided to mount a further 20-30
Maintenance Economy Reviews this year (two-thirds of which will

be on the Defence Estate) and 10 are already under way. The
general question of the under-use of defence property is being
reviewed by the MOD.

Action by the Ministry of Defence

3. Most of the Review's major recommendations, and identified
savings, related to the under-use of land and property at the
tﬁ?gg-military establishments Hullavington, Keevil and Colerne.
Many depended on a single, large deployment decision, the

future of Hullavington. Since the responsibility for control

of these assets whilst in operational use lies with MOD it has
been for them not PSA to take the necessary decisions onm usage.
These decisions have now been taken and Lord Strathcona, who

has visited the establishments concerned, has said that he is
satisfied with the response that his Department has made.

4. Much of the under-use of assets arose from a delay in
deciding what to do with RAF Hullavington following its
nomination for closure in the 1974 Defence Review. lr Turtle
referred to the "the bureaucratic complexities of the internal
MOD machine" having prevented a definitive decision.

Lord Strathcona has commented to me that he would not wish

to defend for one moment the Department's unconscionable delay
in deciding Hullavington's future but that he does not regard




the result as representative of MOD's ordinary stewardship of
its resources. I am glad to report that the station's long
term use has now been decided. Moreover, and importantly,
Ministers are looking at Headquarters decision making to avoid
such wasteful delays in the future.

D. As a consequence of the clarification of Hullavington's
future use, MOD are now able to dispose of a number of hangars
and associated land (reducing the site by 20%) and 350 married
quarters in the Bath area. Also, the prevfsaély "considerably
under-used" barrack space will be fully used as will the
Officer's Mess whose under-use was described in the Review as
"particular scandalous". When a new plan of establishment has
been worked out, and a review of parachute training requirements
has been completed, it is thought that it may be possible to
dispose of yet more of the Hullavington estate. Iord Strathcona
has asked for a further report on Hullavington on 1 September.

6. At RAF Colerne, occupied by the Junior Leaders Regiment
(Royal Corps of Transport) since 1976, the main recommendations
related to the ineffective use of hangars, sub-standard barrack
block accommodafion and the questionable need for the airfield
lighting system and stand-by facilities. A review of the use
of hangars is now in hand, taking into consideration the planned
expansion next year of the Junior Leaders Regiment. However
one hangar is being made available immediately for disposal or
alternative use. It is agreed that the sub-standard barrack
accommodation should be demolished and a planning brief will

be with the PSA in 6 months. The need for the airfield and its
lighting is being considered in a review of all potential war
satelite airfields. This will be completed within the next

6 months. ILord Strathcona has called for a general progress
report on Colerne on 1 September.

e e e

{i The Maintenance Economy Review Team questioned the need
to retain RAF Keevil which covers a site of 495 acres.

Lord Strathcona has concluded that Keevil cannot be disposed
of entirely, it being a necessary Dropping Zone for heavy

drop parachute exercises, but 140 acres of the site have
2




been identified as surplus to needs and will be disposed of.

B

8. On the basis described above receipts from the disposal of
property will be in the region of éégEand the remaining Defence
estate property_vlill be effectively used. T recommend therefore
that you note with approval the action to date; the decision to
review the Heaaquarters' decision making processes; and the
decision of Lord Strathcona to call for further reports in

September. I am writing to Lord Strathcona asking to be kept
in touch with progress.

Action by the Property Services Agency

gs The Property Services Agency is responsible for disposing
of assets declared surplus by MOD and for the provision of
construction and maintenance services on the Defence estate.

The PSA will follow up with the MOD, and take the necessary
action, the decisions described above and some lesser recommend-
ations, mainly of a construction and maintenance kind, on which

action is jointly for the MOD and the PSA. Progress is being

made with the firm intention to move forward quickly. PSA South
__m

West Regional HQ have invited the MOD clients to meetings to

take things forward. Regular progress reports will be made to
the Televant Deputy Chief Executive of PSA.

10.  The Bath Review also made a number of detailed recommend-
ations which bore directly on the construction and maintenance
responsibilities of the PSA on the Bath civil and defence estate.
For example grounds maintenance; fuel consumption; water con-
sumption; bﬁziding deterioration; contract methods; stores;
and the use of Directly Employed Labour. I am pleased to report
that action to rectify deficiencies in these areas is well in
hand. The 27 recommendations relating to the use of Directly
Employed Labour (QEE) are in the process of implementation as
part of the wider policy on the contraction of the DEL force;
and of the other 46 recommendations within the responsibility of
PSA, 34 have been—zﬁplemented and action has begun on the
remainder, though some are being held up through lack of
resources. Monthly progress reports are being submitted to

the relevant Deputy Chief Executive of PSA.

3




11. I recommend that you note with approval the action to
date by PSA; that progress is under way following on MOD
decisions; ‘and that there is regular monitoring by PSA
Headquarters of the follow-up action being taken. I am
writing to Mr Finsberg asking to be kept in touch with
progress. : ~ o

PRI
12. May I, in conclusion, bring to your notice the fact
that Mr Turtle, who led this important exercise carried out
on beﬂgff_gf—Eﬁe Secretary of State for the Environment and
as part of last year's "Rayner project", was the most junior
of the "Rayner project" leaders? He is a Senior Executive
Officer. The quality of his work casts an interesting light
at one and the same time on the talent available within the
Service and on what it can achieve if given the scope of
which you spoke in your Statement on the Civil Service last
week.

13. I am copying this minute to the Secretaries of State

for Defence and the Environment, the Lord President of the

Council, Lord Strathcona, Mr Finsberg and Mr Turtle. I also
CETIT T Ee

enclose for your information, copies of letters to

Lord Strathconaand Mr Finsberg

/
A A A
L

//Dé;;k Rayner
22 May 1980

Encs: Copy letters to Lord Strathcona and Mr Finsberg




CABINET OFFICE
70 Whitchall, London swia 2as  Telephone 010X E3oR XX 233 8224

22 lay 1980

The Lord Strathcona

Minister of State for Defence
Ministry of Defence

Main Buildi

Whitehall SW

/’;’/
P /

Yera /.fﬂd Zv”.
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///; enclose your copy of my report to the Prime Minister on
rogress with the implementation of the recommendations made
gy he Bath Maintenance Economy Review team.

I am glad that a decision has now been taken on the future of
Hullavington enabling valuable resources, tied u% for so long,
to be freed or more fully used. I am glad also that you and
your Ministerial colleagues are looking at the relevant Head-
quarters decision making processes. ~

I see that the imgroved use of land and property at Hullavington

derives from the decision to redeploy units from Wittering and
Benson. The annex to {our letter of 14 March notes that this
will permit the cancellation of planned works services at
Wittering. Will it also make available for disposal existing
land and property at Wittering and Benson? Perhaps these chain
effects will be picked up in your general review oI the under-
use of Ministry of Defence assets?

I am verﬁ glad that your Department are co-operating with the
PSA in the series of Maintenance Economy Reviews being mounted
this year. As I have said to Geoffrey Finsberg, I do not know
what Ministerial involvement is intended but I do think it
important for Ministers to be kept in touch.

Finally, I should be grateful to be kept informed of progress
with Ministry of Defence follow-up to the Bath Review, perhaps
when you receive the reports that you have called for in
September. I have also asked Geoffrey Finsberg if I could be
kept informed with progress at the PSA end.

Sl
L

Derek” Rayner




CABINET OFFICE
70 Whitehall, London swia 2as  Telephone o1-gyyrsuez st 233 8224

22 May 1980

Geoffrey Finsberg Esq MBE MP
Department of the Environment
% ﬁarsham Street

London SW1

7
A // //
s //7 :

I enclose your copy of my report to the Prime Minister on
progress with the 1mplementation of the recommendations
made by the Bath Maintenance Economy Review team.

John Delafons has kindl¥ kegt my office in touch with the
follow-up and I am heartened to note the pace at which the
PSA have been working to implement the recommendations in
their areas of responsibility. I should be glad to be kept
informed of the progress made.

I am pleased to see that it has been decided to mount up to

a further 30 Maintenance Economy Reviews this Kiar. The Bath
experience has shown them to be clearly worthwhile. I do not
know what Ministerial involvement is intended but, if I may
say _so, I think it important for Ministers to _be kept in touch
whllsf/af course-avoiding excessively detailed reporting.

e 1En—"

i
Yy ////
/%7/Der ayner




Mr Pé?TI§SN

REPAYMENT FOR PSA GOODS AND SERVICES

You kindly sent me a copy of your letter to Mr Ellison (Depart-
ment of Industry) in response’ to his of 30 April to Mr Lankester.

2N You and cogﬁ addressees might like to note for the record
that, following the request made earlier by the Prime Minister,
Sir Derek Rayner is supervising a study by officials of repayment
for PSA goods and services.

or The stud% is being carried out under Treasur% chairmanship
with the PSA, CSD and this office in membership. The terms of
reference require the study group to enable Sir Derek Rayner to
submi t ¥roposals to Ministers by the end of October on the prin-
ciple of repayment for services now sugplied by PSA on allied
service terms: to consider the respective merits of "attribution"
of cost and full repayment; to examine the Eractical implications
of each; and to advise on the timing of such changes as are
recommended.

4. I am copying this to your copy addressees.

CP

,/”’”“wﬂw"——

C PRIESTLEY
8 May 1980




Mr PAT’UA)K M
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THE SCRUTINY PROGRAMME: DHSS ACTIVITIES IN SUPPORT OF
HEALTH-CARE EXPORTS

1. The rules of the scrutiny programme require that, in those
cases where she has asked Sir Derek Rayner to take a particular
interest on her behalf, the Prime Minister should have the
opportunity of commentin% on the findings at a stage when there
is still an opportunity for her to influence the outcome.

s The first of the relevant scrutinies to be completed is
that named above.

3. I am not troubling you will the full text of the team's
report to Sir George Young MP and Sir Derek Rayner, but you
might like to see the attached extract, coverinﬁ their con-
clusions and recommendations, and also Sir Derek Rayner's letter
to Sir George Young of 30 April, both of which Sir Derek has
told Sir George he will lay before the Prime Minister.

4, The team's main finding is that the work at present done
by DHSS, costing between £0.6m pa and £lm pa, while useful, is
somewhat hit and miss and possibly inimical to the real needs

of the industry. The team suggests a radical shift in emphasis
so that the in ustrg itself is put into the lead by expandlﬁg
the British Health-Care Exports Council to take oyer from DHSS
sgecific export functions on behalf of industry. The teamproposes
that DHSS should help BHEC with such a reconstruction for up to
three years and should gradually phase out its own work in
sugpor of health-care ex¥orts as a new strategg is developed
and implemented. The effects looked for, in addition to_an
eventual saving of £0.5m pa, are clarifications of the roles

and work of 1 ustr¥ itself, DHSS and the BHEC. But the team
very properly make the modest point that the re-oriented pro-
motional activity they are discussing "can at best only provide
marginal help so far as the export performance of the health-
care manufacturing industry is concerned" (para. 1.7.8).

S As you will see from Sir Derek Rayner's letter to

Sir George Young, he has been pleased with this scrutiny;

his recommendation is therefore that the Prime Minister endorse
his letter to Sir George Young.

g 2

C PRIESTLEY
8 May 1980

Encs:  Summary of conclusions and recommendations by the
scrutiny team

Letter from Sir Derek Rayner to Sir George Young,
30 April 1980




¢ neruliny. We estimate this to be:

wirlaries of scrutiny teau: £15,000

=

I'ravelling and subsistence: & 500
. Iime of people consulted: £ 2,000

Estimated total cost: . : £15,%00

17 Conclusi.ons

il § The present QE§S exports act1v1ty 1s largely conducted
through two BraHZEéé_; Industries and Exports D1v151on,
Branch 2 (IED2) S Works Group Branch, Health Building
Overseas (HBO). The cost of their effort is, at the

minimum, £600,000 per annum but, taking associated resource

use into account, could be as much as £1m Per annum.

DdSb effort 1mp1ngesmon a large number of _organisations -
FCO overseas Posts, In&EEEE§j*§;;—§Hs foreign Governments,
trade and professional associations. TFew agree that it is
ecssential to their purpose. Most are ¢ agreed. that, while
useful and helpful, DHSS activities are fragmented,

— ez

directed to the main problems and-msy be _inimical tormer1D5

the true needs of'lhdustry, in some respects, by competing
with and confu81ng their own activities.

We think that the business of exporthg.}sﬂfogﬂigdustry.
A central capacity deployed in suppoftvof individual companies
is more likely to be deployed in a way which is attuned to
the needs of companies if it is run by BHEC than if it is
run by DHSS.
We conclude, therefore, that DHSS activities should b
reorientated to form a contribution to a dlfferently planned
Joint industry/Government strategy to expand and enhance
the\health care exports effort of the country. In this
strategy, the main thrust - the striking force - should be
industry, as represented by the British Health-Care Export

Council (BHEC), and Government's part should be to provide

S —

"pointed help, spe01allst expertﬂse *1naroe and _encouragement.
3 TEEe——

In general, DHSS should retreat from overseas activity,
leaving Government input here ,o FCO Posts and 1naustry

itself, and should concentrate on bu17a¢ng an export-
= m‘

orientated element into 1ts act1v1t1es - ranging much wider
= z
. 2)




: - o et e | se st Stier »
: that DL (and NHS) activities are geared to providing relevant,
. specific and rapid information and specialist expertise as and

when industry or ¥C0 Posts or overseas Governucnts or interests
cal1l for it. DHSS should provide. an effective "door opening"
mechanism to izgiﬁgigwgbme pased activities of U4 exporters in
& fﬁé hééftﬂ‘care field (and WHS) to the health care
requirements identified by FCO Posts or overseas Governments
and interests, whilst still maintaining the traditional
neutrality and impartiality required of the UK Government

by overseas Governments.

From these conclusions we deduce that DHSS (2nd WHS) exports

effort should<h5gﬂﬁé;diminished in scale but radically

reorganise a re@};@ptg@,so_as“to“build Onwthe_paét 20 years
iovestment by DHSS. If this is done, the country will provide
a mﬁch more effective service for its exporters, abt less

cost for more input from DHSS (and NHS), because each

partner will be doing the Jjob for which it is suited.

Ipndustry will provide the entrepreneurs and executants and
Government will provide the health care policies and exper’t

back up to support the entrepreneurial action.

We recognise that our recommendations will reguire at least

as great a change of attitude and organisation Tr el

ipdustry as from Government; and we frankly 2dmit that

change in industry will almost certainly be more difficult
to achieve than the comparatively straightforward
redeployment of Government activity we envisage - given
the staff changes which have already taken place OT which
will be required over the next few years as long serving
DHSS staff retire and career planning takes 1its effect.

1.7.8 Such promotional activity can at best only provide marginal

help so far as the export performance of the health care

s ———
manufacturing industry is concerned. The industry earns overseas

sbout £1000m, and even £lm of DHSS/BHEC expenditure nust
remainhpg'ﬁggnmargin o§“§uang§tivity. Indﬁstry muéprréaace
the right goodé-éfy%hé right pri;e and be prepared to sell them
aggressively in the right place at the right time. Otherwise
DHSS/BHEC efforts, past and future, will continue to pale into

insignificance in the face of wider international events, such
as recent events in Iran and Afghanistanj; oOT domestic constraints;
such as an overvalued pound and the erosion of the home marxet

volume by NS spending cuts.




But we believe that it is now an appropriate time ior induatey
to formulate its strategy fer the.iéabq,hin the face of its
urgéﬁt’rQQﬁirehents in respect of overscas trade, alongside

s Government which is also having to re-think its strategy
Tor the use of its limited resources in support of industzy's
health care effort. Ve state this for the following main

reasons:

epmam s,

-~ this Raymer scrutiny requires a full consideration
of the issues directly affecting health care
exports aund provides a useful peg on which to
hang the necessary widerT discussion;

Whitehall is already enquiring into related areas -
through a parallel Rayner study into the Department
of Trade's general support for exports, a .
re—examination of the requirements of FCO Posts

and the Department of Industry's reconsideration

of industrial strétegy; :

Industry has recently embarked on a process of
change, through the emalgamation of various trade
associations in the British Health Care Trade and
Industry Courcil (BHTIC) and the developuent of

a new constitution and committee structure for BHEC;

DHSS is'already engaged in a process of change
affecting the home market, through the creation
of the Supply Council and the amalgamation of the
Supply Division and the Industries and Exports
Division;

DHSS Works Group, including HEO, is to be the subject
of a staff inspectionj;and senlor stafs im'IEDe

have retired or been transferred without
replacement, pending the outcone of this Rayner
scrutiny, and further retirements and other staif
changes can be expected over the next few years.

It therefore seems most appropriate to use the opportunity

crested by all these separate but related events to draw

up_a ney giralegy for the support of health care exports, by

industry and the Government.




¢ . We therefore recoumend:

Lommeriaztions.,

geg o

~

A health care exXports team shiould be establisiicd within
\7 _teaum

- DHSS to assist industry to draw up a strategy for the

support of health care exports in the 1980s, in
consultation with the British Health-Care Export:

Council (BHEC), otner Government Departments, the NHS angd

Overseas Governments and interests.

The team should comprise two full time members from DHSS,

at Assistant Secretary level (say drawn from Industries and
Exports Division and Works Group, with one to be nominated
leader) and should have the authority to co-opt

more meubers gs necessary - drawing from DHSS Scientific and
Technical Branch, from the NHS, from FCO, from the
Department of Industry, from the Department of Trade, from

the Defence Sales Organisation, and from outside industry.

The team should report to DHSS Deputy Secretary, Regional

———

Group, in his role as Chairman of DHSS Exports Steering Group;
and the membership of the Steering Group should be broadéned
To reflect Fersonnel, Finance, Regional Liaison and Health
Services Development interests.

DESS Supply Division, Scientific and Lechnical Branch ((S1B),
International Relations Division, Finance, Health Services
Development, Personnel, Regional and Works Groups

and Medical and Nursing Divisions should each identify

a2 focal point, within their existing Tesources, to respond
to the exports team and to the Tequirements of the health
care exports strategy for the 1980s. |

BHEC chould be expanded to take on Lore, specific, health

care export functions on behalf of industry, including most of
those at present urdertaken in DHSS by IEDZ and HBO, the
British Censultants Bureau, the Overseas ProjectsGroup in

the Depzartment of Tragde and individual Trade Associations; and
should rrovide the chsnnel from industry (pharmaceuticals,
equipment, supplies and works) to Government on those exports
activities which rfequire g bartnership between the DHSS
exports team and REEC.




DHSS should assist BHEC with this reconstruction, for a
transitional period not exceeding three years; by seconding
to BHEC one Principal and two Executive Officers from fEp2-

and, by providing financial assistance, up to a limit of one
- quarter of the existing headquarters administrative cost of
IED2 and HBO, to fund specific functions identified in the
exports strategy for the 1980s. In addition DHSS should make
available suitable space, surplus to NHS requirements -
preferably in a London teaching hospital, to house a new
working administration and NHS display centre to support
industry's long term health care exports effort.

The Association of the British Pharmaceutical Industry (ABFI)
and the Proprietary Association of Great Britain (PAGB) should
be encouraged to extend more of their exports activities

to include representatives from DHSS and BHEC; and to work
more closely with each other and with DHSS and BHEC in BHEC's
‘deVelopment of a health care exports strategy for the 1980s.

DHSS should gradually phase out its present actizities
in support of health care exports, including the present
branches - IED2 and HBO — as the health care exvorts
strategy for the 1980s is developed and implemented and
BHEC and DHSS gradually build up their new roles. The
a%g;should be to make significant headway by the end of

1980 and to complete the transition by mid-1982, when
only the two full time team members (supported by focal
points and their Divisions and the BHEC) might be
required in DHSS. '

cor o _save eventually
about £500,000 a year. The major changes should be implemented
by mid-1982 and should involve no net increases in public

expenditure in any one financial year.

,7The financial effqu_Qfmqgg recommendation is




CABINET OFFICE
70 WHITEHALL
LONDON SWI1A 2AS
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2338224 j 30 April 1980

Sir George Young MP

Parliamentary Secretary for Health
Department of Health and Social Security
Alexander Fleming House

Elephant and Castle

Lon SE1

/ZM \l /5“79 |

1. . I read with great interest the scrutiny report on DHSS Activities in
Support of Health-Care Exports. To my mind, the report exemplifies the
scrutiny approach and both Mr Graham and Miss Shiells are to be congratulated
on the thoroughness and excellence of their work, 2

2, Iam completely at .one -with the report's conclusions on the present
position, the broad direction of change identified as necessary and the

means recommended for achieving that change. I do not under—estimate the
difficulties of bringing into being the radical shift in emphasis proposed,
not least the strengthening of the British Health-Care Exports Council. But
I agree entirely with the report when it says (paragraph 3.31) that the
industry must be faced with the challenge. I am sure that if pursued with
determination by industry and government the new approach will result in
greater effectiveness in the expert effort. If industry fails to take up
the challenge this would not in any case be an argument in my view for the
DHSS revertlng to its present lead role. .-

3. The case is well argued for each of the recommendatlons and I hope you
will be able to give the proposals your full support. Proposals for change
which impinge upon the interests of several groups are always particularly
difficult to implement. This is as true in business as in Government. If
this natural inertia is to be overcome it is my experlence that there has to
be a firm steer from the top. _ .

L, I am content with the proposed timetable for action. Might I suggest
however that the action plan combines in a single document Part 4 of the
report and what is now described as the draft action plan? It would also
I think be helpful as a management document if it were more precise on the
timing of the conclusion of each of the tasks and if it indicated who is to
be respons1ble for seeing each actlon through to implementation.

5. I see that it is proposed that a shortened version of the report might
be published. I welcome this openness. I would ask you only to consider
publishing the report in full since it is so well written and exemplifies the
scrutiny approach. Moreover I believe it can only be to your advantage to
make publicly available all the evidence in support of the case for change.




6. As you know the Prime Minister asked me to take a special interest
in this scrutiny on her behalf. I am therefore copying to her this
letter and the Report's summary of conclusions and recommendations.
Copies of this letter also go to Patrick Nairne and Clifford Graham.
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10 DOWNING STREET

From the Private Secretary 6 May 1980

%//&ﬂ/
The Prime Minister has seen your letter of 30 April

(to Tim Lankester), recording your Secretary of State's

view that current P.S.A. arrangements need revising.

As you say, Sir Derek Rayner has already argued
strongly that Ministers should have direct responsibility
for as much as possible of the cost of the resources they
consume. The particular area of expenditure upon which
your Secretary of State has commented is an obvious candi-
date for further examination in this context, and the
Prime Minister would like to be kept informed of the

progress of work on possible alternative arrangements.
I am sending copies of this letter to David Edmonds
(Department of the Environment), Alistair Pirie (H.M.

Treasury), Geoffrey Green (C.S.D.), David Wright (Cabinet
Office) and Clive Priestley (Sir Derek Rayner's Office).

%omwm/

e fillan,

I. K. C. Ellison, Esq.,
Department of Industry.




PRIME MINISTER

In this letter, Sir Keith Joseph argues the case for

departments taking responsibility on their owﬁ—Qotes for office

rent and maintenance costs.

This is very much in line with Sir Derek Rayner's strong
belief in the need for Ministers to be responsible for the full
cost of the resources they consume. In yesterday's Cabinet
discussion you heard of some of the nonsenses that arise from
the present arrangement - eg Mr. Prior's Department having no

knowledge of the rent on the new building, and Mr. Jenkin's

district offices being unable to get an electric point repaired

because the PSA region had spent its allocation. Tk

May we tell Sir Keith, Mr. Heseltine, and CSD that you

are strongly in favour of further moves in the direction proposed
in ‘this' letter:

/Y

2 May 1980
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
Leon [\ 123 VICTORIA STREET

Pub.Ex, PHA, LONDON SWI1E 6RB
TELEPHONE DIRECT LINE 01-212 5307

PS/ SWITCHBOARD 01-212 7676
Secretary of State for Industry

Bo April 1980

Tim Lankester Esq

Private Secretary to the Prime Minister
10 Downing Street

LONDON SW1

Qe 'Tt;w

My Secretary of State has been thinking about your letter of
21 March to David Edmonds about public expenditure provision
for the PSA on new works. He has noted that Mr Channon, Mr

Heseltine and Mr Biffen are examining the issue further and

will be reporting back in due course.

My Secretary of State hopes that the reconsideration of the

issues can take account of what he regards as the unsatisfactory
features of the present PSA arrangements. At present responsibility
for the construction, leasing and maintenance of office and

other accommodation rests with the PSA and is carried out on

their vote. Individual Departments, therefore, do not meet the
costs of the accommodation they occupy and in many cases are

not even aware of the expenditure they incur. There is no

incentive for individual Ministers to economise in the use of
accommodation.

If, on the other hand, rental and maintenance costs, and
possibly construction costs as well, were carried on the votes
of individual Departments, there would be a clear incentive for
Ministers to economise in the use of office space. A reduction
in a Department's expenditure on rent and maintenance would
reduce that Department's overall expenditure and might well
reduce its claim on the taxpayer.

My Secretary of State has noted that Sir Derek Rayner has proposed
ideas on very similar lines in his letter of 22 February to the

Home Secretary about the scrutiny of Departmental costs. My
Secretary of State realises therefore that Mr Channon, Mr

Heseltine and Mr Biffen will be aware of the benefits which

might be obtainable by transferring expenditure on rents, maintenance
and construction to the votes of individual Departments.




CONFIDENTIAL

I am sending copies of this letter to the private secretaries
to members of the Cabinet, including the Minister of Transport,
David Wright (Cabinet Office) and David Laughlin (CSD).

30«4 2R
(e &02ismn

I K C ELLISON
Private Secretary
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17 April 1980

Thank you for your letter of 17 April,
about the question of press cutting economies.
I am sorry that so many of our colleagues felt
it necessary to copy their responses so widely
on this. I fear that the first full year's
economies have probably been re-absorbed in
the correspondence.

The Prime Minister was nevertheless
grateful to learn that all departments have
made economical improvements in their
arrangements.

M. A. PATTISON

G.D. Rogers, Esq.,
Office of the Minister of State for the
Civil Service Department




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

Minister of State

M Pattison Esq
10 Downing Street
LONDON SW1A OAA 17 April 1980

Ooar Milke

/ », [
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When you wrote to Ian Ellison on & February about the economies
which his Secretary of State had achieved in photocopying press
articles, you expressed the Prime Minister's interest in
whether other Departments could make similar savings. You
asked me to enquire and let you know.

We have now had replies from most of the Private Secretaries to
whom Ian Ellison copied his letter of 30 January. Savings of
some £90,000 pa have been declared by this and other related
economies, such as cutting back on the purchase of newspapers
and magazines. Not all the replies quanitifed the savings so

that the figure could well be higher. This is therefore a
small but useful contribution to the savings along these lines
in the housekeeping areas which my Minister is seeking to
encourage all Departments to make (and on which he reported to
the Prime Minister in his minute of 6 March).

A copy goes to Ian Ellison.

G D ROGERS
Assistant Private Secretary
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Mr Priestley kindly copied to me his minute of 10 April.

You and I will certainly need to keep in touch about publicity for
any Cabinet decisions on menpower and efficiency which are made in
the near future. Ny Minister of State envisages that any decisions
would be announced more n&ess immediately they are taken, and we are
assuming here that it is likely to be CSD who will be making the
announcement.

We also need to keep in touch about what line should be taken with
the press if the fact that there is to be a Cabinet meeting on this
subject leasks out. :

Following the article in this week's Sunday Telegraph, the CSD is
dealing appropriately with the National Staff Side.

Perhaps I may take this opportunity of commenting on Ir Desmond
Quigley's request for an interview with Sir Derek Rayner. Sir Derek
will of course have hig own views about this, but Mr Priestley may
like to know that "Financial Weekly" have recently made a conscious
decision (we have been explicitly told this) to change their previous
policy of giving reasonably fair treatment to Civil Service affairs
to one of hostility to the Service. This is illustrated by the
attached cutting from the edition of 4 April, with its wholly
unfounded attack on Sir Ian Bancroft and Sir John Herbecq, which

was largely the work of lMr Quigley. As far as the CSD is concerned,
therefore, Mr Quigley does not now rate highly on our list of people
to whom we are willing to give facilities.

&

J S Beastall
Information Services

16 April 1980

ENC
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WOULD SIR Ilan Bancroft
and Sir John Herbecq please
come forward znd take a bow
before their 7.2m fans?

Sir lan, Permanent
Secretary at the Civil Service
Department and Head of the
Home Civil Service, and his
No 2 Sir John, who are both
57, have managed to frustrate
the pension desires of the
Prime Minister.

Margaret Thatcher wanted
to abolish public sector index-
linked pensions. So ~did
Chancellor Sir Geoffrey Howe
and a few other Cabinet col-
Jeagues. But Bancroft and
Herbecq were not happy with
the idea, nor were some other

_Cabinet members. Other
Ministers were on the sidelines
until the Bancroft/Herbecq
team gol 6] \«ork

. g )
S Y b € Vs o s S s oo i

SIR JOhI\ HE}\BLCQ

s A

FW's exclusive
Jorecast a month ago

"yr‘i

/LJ l

Bancroft and Herbecq, of
course, know what they are
talking about. In their time
they have both headed the

:Civil Service superannuation

division. And Herbecq was the
architect of the Pensions
(Increase) Act 1971 which put
index linking for civil servants
on a permanent basis. So who

better to tell their peers in other:

Departments the advice to be

:given to their Ministers sitting

on Cabinet Committee E —
the committee dealing with the
pensions question.

The upshot was
Defence Secretary Francis
Pym, whose Permanent
Secretary, Sir Frank Cooper,
~real Whitehall
heavyweight, and Home
Secretary Willie Whitelaw sided
‘with the well-known wets

i . o A

SIRTAN BANCROFT

that °

on Committee E and watered
down the a]ready weak:
"Cabinet decision on an inquiry.
Having lost the Cabinet bat-
tle to scrap index-linked pen-
sions, Thatcher is now faced
with an inquiry — forecast ex-
clusively in Financial Weekly a
month ago, and announced by
Howe in his Budget — which
has had its teeth drawn even
before itstaris,through circum-
scribed terms of reference.
Instead of fundamentally
questioning  whether it is
equitable that one section of
the community should have
the privilege of index-linking
while the rest does not, the in-
quiry will be required only to
consider what should be the
cost to public servants of hav-
ing their inflation proofing, a

figure which has anyway been

produ.xd for years by the
Government Actuary

oY

and :
which is actually garbage. (The :
private pensions industry says :

it is actuvarily impossible to
produce a correctly funded
inflation-proof scheme.)

So Bancroft and Herbecq
have saved the current 4.9m
public service workers and the
2.3m public service pen-
sioners from having their pen-

" sion arrangements being mess-

ed around. The 2.3m pen-
sioners — who include ex-
MPs, civil servants, gasmen,
postmen and local authority
workers — are costing £2.9bn
to keep index-linked this year.

Meanwhile the hunt for the
chairman of the five-man in-
quiry goes on.

Those on the Civil S‘r\nce
Department’s list of the .
““Great and the Good” are
proving remarkably reluciant
to take on the job. Oy =2

- e
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CIVIL SERVICE NUMBERS AND COSTS

The Prime Minister discussed the tables enclosed with your
letter to me of 3 April with the Minister of State at Chequers
yesterday morning. Discussion was somewhat extended during the
afternoon after the arrival of Derek Rayner and Clive Prlestley,
but concentrated on Civil Service manpower.

It was.confirmed that at the special Cabinet meeting on
i} 25 April, there should be:

a. a main paper by the Minister of State on Civil
Serv1ce numbers, costs and efficiency;

a supplementary paper by the Secretary of State
for the Environment illustrating the techniques
now applied at DOE, and

a discussion paper by Derek Rayner on lasting
reforms, based on his personal and confidential
minute to the Prime Minister of 26 March, but not
seeking endorsement of decisions to commission
work already taken by the Prime Minister and

not including either his machinery of government
or his Honours proposals.

The Minister of State undertook to let the Prime Minister see
a draft of his paper and it was agreed that, if it could be arranged,
it would be helpful for the Prime Minister to discuss the issues
with the Home Secretary, the Chancellor of the Exchequer, the
Minister of State and Derek Rayner on about 21 April. (We have now
arranged this for 11.1i5 a.m. on that day with the Chief Secretary
standing in for the Chancellor)

A number of p01nts were made in the course oI dlSCUS ion which
bear on content of Mr. Channon's paper for Cabinet and you may wish
to take account of these 1n draftlng They are as follows:

a. Despite the optlons exercize and the recent 2%% :

cut, the Service is too b1g and must be further
reduced :

CONFIDENTIAL
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It would be helpful to Ministers to bring home
the cost of Government activity. The analysis
should accordingly show: -

3l the total size and distribution of
the Civil Service over time (say
1950, 1960, 1970 and 1980);

present and estimated future costs; and

the full costs of particular grades
(i.e. including accommodation and
services) on the basis of such data as
those in the Ready Reckoner.

A substantial reduction in size is desirable,
but experience so far suggests caution in basing
policy on percentage reductions tout court.- The
particular value of the work being done by the
Secretary of State for the Environment in his
Department .is that he has been finding out for
himself what its component parts do so as to
provide a better informed basis for decisions on
numbers.

There is no easy or painless way of reducing

~activities. Those so far mentioned, by the Minister
of State among others, seem to fall into one of
three categories - first, to examine such particular
issues as those mentioned by the Minister in his
minute of 3 April and by the Prime Minister in her
comments (excessive supervision of local authorities,
industrial sponsorship, duplication between depart-
ments, excessive statistical work and excessive
layering of office networks); secondly, to stipulate
targets for the progressive reduction of numbers;
and, thirdly, to reduce numbers by increasing
efficiency. Experience suggests that a combination
of these three approaches may now be appropriate.

On the main issue of reducing the size of the Civil
Service, there is a choice between asking Ministers
to agree at once to a specific target or asking
them to spend some time in their departments, some-
what like the Secretary of State for the Environ-
ment, in considering in reasonable detail what
contribution they could make. If the latter approach .
were adopted, one way of proceeding would be to
commission a study in each Department of possible
manpower savings. FEach study would be conducted by
a Deputy Secretary, appointed by and reporting to:
his Minister; but to ensuie consistency across
Departments, the work programme would be devised:
and led centrally by, an official (say at Second
Secretary level) reporting to the Prime Minister.

/ The purpose

CONFIDENTIAL
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The purpose would be to examine and-make practical
"plans for the propositions that: :

1. existing functions should be achievable
with fewer staff, especially in staff-
intensive areas where.administrative
reform (e.g. computerisation) might
produce more economical working methods;

A
some ex1st1ng functions should cease
altogether in recognition of the facts
that this is a non-interventionist
Government, that we are in a period of
retrenchment and that other public
sector employers are bound to be more
impressed by deeds than words in man-
power matters; and

the length of the hlerarchy should be
reduced.

. R

If this approach were adopted, the intention would be to carzy
out the work so as to enable Ministers to take collective decisions
on the reduction of activities and on increased efficiency by the
early autumn.

The ﬁo;lowing additional points came up in discussion:

il It would be helpful if Mr. Channon's paper
included information on natural wastage since
by this means Ministers could achieve manpower
savings much more easily than they sometimes
thought.

If substantial further cuts in the Civil Service
were to be achieved, this would only be accepted
by the unions if there was no compulsory
redundancy. Improved redundancy terms might
need to be considered. :

There was considerable scope for cutting Civil
Service costs by reduced training, less travel,
a greater consciousness of the costs of holding
unnecessarily large and time-consuming meetings,
and by reducing the number of forms sent out
and the .amount of statistics collected. As
regards training, Sir Derek Rayner said that
far too many civil servants lacked basic skills
in such things as numeracy and finance; yet
much of the training effort at present appeared
to be of a non-vocational nature.

CONFIDENTIAL
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One important aspect of improved efficiency

was to increase the motivation of civil
servants, and this involved looking at pay,
promotion and retirement policies. In general,
there needed to be more rewards for good work,
and penalties for indifferent work. Mr. Channon
said that he would be bringing forward a paper

on this during the summer.

The performance of senior officials and
Ministers should be judged to a greater
extent than at present by their success or .
otherwise in controlling staff numbers and -
promoting efficiency.

Efficiency was in some areas held back by in-
adequate investment, for example, in office
equipment, but also by restrictive practices
imposed by the unions. 1In addition, there was
great scope for improved efficiency by con+
sidering how staff at all levels could be used
more efficiently.

The Prime Minister said that she would like there -

. to be a debate in the next Parliamentary Session,
on which she might well take the lead on what
was being achieved.in terms of reduced Civil

- Service manpower and improved efficiency.

A great deal of staff time was taken up in
processing and implementing EEC Directives -
and all the more so since we seemed to take
them more seriously than some of our EEC
partners. (The Prime Minister asked to see
a list of EEC Directives, and I am arranging
for the FCO to provide this).

The costs and efficiency of the COI, and
expenditure on advertising, needed to be looked
at. The Prime Minister, who had read the
minutes of 1 and 2 April from the Paymaster-—
General, said that she was sure there was Scope
for savings in this area. Mr. Channon said
he would refer to it in his paper to Cabinet.

!

"Rayner Projects": progress on wider applicatioﬁs

The Minister of State's minute of 24 March was not discussed,
but there was a brief discussion of Derek Rayner's minute of
\26 March. The Prime Minister agreed that in general project results

should be announced individually by Departments and that projects

/ should be
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should be presented as Ministerial scrutinies, rather than
"Rayner projects" or "Rayner scrutinies". The Prime Minister has

also asked that Derek Rayner should submit a further progress
report in the autumn. g

I am copying this to David Laughrin (CSD), Dav1d Wright
(Cabinet Office), and Derek Rayner..\

. -a‘—?‘:s _

LE LM\!’:&ESIER

G. E. T. Green, Esq.,
Civil Service Department.

CONFIDENTIAL
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We discussed Derek Rayner's progress report on his projects
at Chequers on Wednesday. But we did not discuss Paul Channon's

report on wider applications.— 2 @‘}1 \SKD

'

Are you content for me to write as I suggested earlier at
Flag A?. (I have recorded the points which you agreed on Derek
Rayner's report).

As regards the follow-up to Wednesday's meeting, Paul Channon
will send you a draft of his paper for Cabinet next Friday; and

we have arranged a meeting for you to discuss it with him on the

following Monday morning. We have invited the Home Secretary,

the Chief Secretary (in the Chancellor's absence in Brussels),

Derek Rayner, Robert Armstrong, and of course Paul Channon himself.

10 April 1980

B8F 2 /77 y /4/&/%/
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Mr G E“T Green (CSD)
Mr GAFFIN Mr Laughrin (CSD)

oir Derek Rayner
Mr Beastall (CSD)

EFFICIENCY: PUBLICITY

s I have kept a co K of Miss Scott's minute, the original
of which I return herewith.

P You should know that Mr Desmond Quigley, Financial
Weekly (405 5721), has asked toteput on the Iistfor interviews
when %ir 2§rek Rayner feels disposed to give any more (which
is not yet).

3. Recent gress activity may‘%ive rise to PQs and to a
eneral level of public interest which it would be hard to
rustrate. You may like to consider whether - depending on

the Cabinet decisions on 25 April - some sort of Statement

will be desirable. I would guess that something will have

to be said to the National Staff Side and it might be prudent

to_time any more general statement so that the press are not

fed a one-sided view of what is §0ing on. I also understand
that the PM is making a number of speeches in the provinces

in the next few weeks for which material will be needed;
conceivably, one of these speeches might be an occasion for
a substantial discussion of the issues.

o

//..
C PRIESTLEY
10 April 1980

Enc: Miss Scott's minute
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MR. GAFFIN

Susan Collett, ITN News at One,
has asked for an interview with
Sir Derek Rayner following reports in
last week's Economist and the Daily
Mail this week which say that he has
proposed reductions in the Civil Service

hierarchy.

I have declined the invitation for
today, pointing out that this is one of
a number of ideas Sir Derek Rayner has
proposed to help cut bureaucracy. No

firm proposals have been made at this

stage and certainly no decisions have been

taken.

News at One have asked whether it
would be possible to arrange an interview
in the future. I have promised to bear

this in mind for the future.

Loy SID

MARY SCOTT
10 April, 1980
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The Rt Hon Francis Pym MP
Secretary of State for Defence
Main Bu§¥ding

Whitehall

London SW1
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THE- SCRUTINY PROGRAMME, 1980

You kindly co%ied to me your minute of Qﬁ/ﬁarch to the Prime
Minister and I have seen the note sent on her behalf to your
private secretary dated March. The purpose of this letter
1s to say that I look forward to receiving a draft study plan
in due course and, in the meantime, to offer three comments
and suggestions. :

First, I think the subject of the proposed scrutiny, economy
in new building works Tfor HM Forces, a very interesting one

and I should be glad to take a particular interest in it if

you think that would be likely to be helpful to you.

Secondly, I should if I may like to suggest a variation in

the terms of reference. As drafted they seem to concentrate

rather on building technicalities, whereas I should like to

suggest importing two related thoughts, namely the need to

ﬂﬁ e the capacily of the existing stock of buildings to meet
orces' requirements and the need to judge the specific case

for specific new building gro%ects. If you adopted this idea,

the terms of reference might then read as follows:

"To examine the need for and the standards, quality and
cost of a sample of recent MOD building projects by refer-
ence_to the capacity and state of the existing stock of
buildings and fo comparable local authority and private
developments, with a view to securing economy in meeting
the essential requirements for future buildings".

Thirdly, I am not sure whether it is intended that the scrutiny
should include buildingwﬁrojects other than those providing
living accommodation. ile your covering minute speaks only
of the latter, the terms of reference are less specific; if it
is intended to include other projects as well as mess and
barrack accommodation, it might be worth making this clear.




I am copying this to the Prime Minister and your copy addressees.







PRIME MINISTER

I attach for your discussion with Mr. Channon and Sir Derek
Rayner tomorrow the following papers:
L& 3w 196D .
A further note from Mr. Channon on the
Rayner projects and possible further

iqiziatives (Flag A) - you already have
with you a folder with a progress report
from Derek Rayner on thg_E}OJectsand a
minute from Mr. Channon on their wider

“application.

Data on Civil Service numbers and grades

in the big Departments (Flag B).

a— R
A note by Bernard Ingham, two minutes from
the Paymaster-General on the COI and the
future of the Information Services, and a
note from Mr. Channon on COI advertising

expenditure (Flag C).

You are seeing Paul Channon on his own for two hours in the
morning. You might like to go over the Departmentalinumgprs
with him and also ask him to explain the 1d€§g“g;v%énpower
pollcy which he intends to put to Cabinet on 25 Apr11 (I have
E?Iéd to get an early draft of his paper, but to no avail):. I
suggest you defer discussion of the Rayner projects and their
wider application, and the further initiatives proposed in Paul
Channon's minute at Flag A until Derek Rayner arrives. Apart from
discussing this, you will also want to continue the discussion on
manpower policy generally - and also, perhaps, Derek Rayner's
proposals for '"lasting reforms'". (I attach at Flag D Derek
Rayner's paper on this latter subject, and your minute to the
Chancellor following the meeting we had here last week).

As regards the material on the COI, you did say that you wanted
to discuss this issue with Mr. Channon. However, I think he would
prefer to discuss it first with Angus Maude and then report back

to you.

/ The CSD




The CSD data on Civil Seryige staff does not include any-
thing on the 655 itself. You may be interested to see the CSD
W——
organisation chart at Flag E, and compare it with the Treasury
organisation chart for Novéﬁ%er 1967 (Flag F). In 1967 the

zgsaéa}y had 15 Assistant Secretaries managing the Civil Service;

we now seem to have 37 even excluding the people who run the
Civil Service Catering Organisation, the Civil Service College
and the Civil Service Commission (which was separate from the

Treasury in the old days).
You might also be interested to read a personal note at

Flag G by a former Treasury colleague of mine on Civil Service

efficiency, which includes a number of very good points.

8 April 1980
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PRIME MINISTER

RAYNER PROJECTS: LESSONS AND FURTHER INITIATIVES

There are three specific points I thought you might like to see
before we meet on Wednesday.

5% A
Supervision of Local Authorities Ll <
————————

2 Some 5,000 staff are involved in oversight of local authorities.
P >

= g}

Michael Heseltine agrees that there is€écope for considerable
savings. (I attach copies of my letter to him and his reply.) I
believe we now need a target for reducing this activity. I suggest
that we should ask Ministers concerned to reduce these staffs by one-

e —

~  third from the level we inherited. Do you agree? Decisions should

be taken by the summer recess.

Industrial Sponsorship

Dis I have been giving further thought to this since our meeting
this week and have talked to John Nott. I believe we should look at

the whole area of sponsorship in Governmen?)overlapping functions in
A

departments. Would you like to commission a review with terms of
reference like this?

"To appraise the number and role of those engaged in Depart-
ments in dealing with industry, both public and private, in
the light of the Government's reduced requirements for
industrial intervention and sponsorship and to recommend
appropriate reductions in these tasks and staffs".

This would provide the basis for decisions, before the summer recess.
I am sure that there are considerable savings to be found. I suggest,
however, that you might first wish to discuss such a review with

Keith Joseph, as he is obviously vitally concerned.

Streamlining of Networks of Regional and Local Offices

L We need to tackle each network of offices separately where there
looks to be good scope for improvement and economies. I suspect there
will be considerable opposition and will report further if there is.

MANAGEMENT IN CONFIDENCE




MANAGEMENT IN CONFIDENCE

Qe A study in the MAFF Management Review 1s recommending
streamlining of the Department's district and regiona;.offices
which should result in saving several hundred staff. Decisions

on this should be taken within the next few weeks;‘

b. I am pressing the Minister of Transport to look similarly
at the Traffic Area Offices, which employ 4,500. I believe

there should be good scope for improvements and economies. If
a decision to go ahead on this is not taken within the next
week or two, I will report to you further;

Ce I have agreed with Lord Cockfield that once the rational-
isation of the Customs and Excise London Collections has been
implemented (as recommended in the Department's Rayner project),
the Collections throughout the rest of the country will be looked
at in the same way. A clear timetable for this has been set;

(615 I am raising with the Secretary of State for the Environment
the possibility of a look at the regional and district officeqof

the PSA. There looks to be scope for economies here and I
#
suspect he is already examining it.

Under-utilised Defence Property

Bis I have been pressing Defence colleagues to apply the lessons
from the PSA Bath project to dispose of under-utilised property

thfgagﬁbut the Defence estate. Action is‘Bélng taken, especially in

increasing the rate of disposal of married quarters. But it needs to
be pressed home and I would like to discuss with you how this can best
be done.

6 I will raise these points when I see you Wednesday.

€

Gt

PAUL CHANNON
5 April 1980 2
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2 MARSHAM STREET
LONDON SW1P 3EB

My ref:

Your ref:

26 March 1980

T have comments on your letter and note of 20 March about central
government staff employed in the oversight of local government.

a. There are substantial opportunities for economy in every
area where I have a detailed knowledge.

From about the middle of April I shall be getting a costed
breskdown of exexy task carried out in this Department
in the last 6 months in connection with local government.

By the summer recess Norman Fowler and I will have the
results of the Rayner scrutiny of our Regilonal Offices'
activity.

T will keep you in touch with the findings on (b) and (c) and my
conclusions.

Finally, I believe it essential that you maintain a trans-government
scrutiny across this (and other similar) fields because otherwise

So—one Ynows what lessons of common applications are being learnt
. \ -
and also because without central scruglﬁy—Tﬁe whole exercise

depends at best on the whim of individual Departments.

I am copying this letter to the recipients of yours and to Sir Robert
Armstrong.

L\.}’\ A

WM A

MICHAEL HESELTINE

Pzaul Channon Esq IMP
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The Rt Hon Michael Heseltine MP

Secretary of State

Department of the Environment

2 Marsham Street

LONDON SW1 3EB 2 © March 1980

LESSONS FROM RAYNER PROJECTS: OVERSIGHT BY DEPARTMENTS OF LOCAL
AUTHORITY ACTIVITIES

As you know, the Prime Minister has asked me to see that lessons

from individual "Rayner" projects are applied as widely as possible.

The two Welsh Office projects critically examine the way the
Department supgryises and adyvises local authorities in the fields

of education building and roads.—When these are implemented, there
will be quite significant administrative savings in the Department.
I have written to Mark Carlisle, George Younger and Norman Fowler
drawing their attention to these projects and asked them to consider
how far similar reductions in activity would be possible in the
corresponding areas of their Departments.

It seems to me that these projects show up the need to look wvery
critically at the resources we devote generally in central Govern-
ment to local authority affairs. These resources are substantial,
involving many thousands of staff - by no means all in clerical
functions. Many expensive staff, including a large number of
professionals ranging from Quantity Surveyors and Transport
Officers, Plamming and other kinds of Inspectors, are involved.

I do of course recognise that staff are necessary to s bl el
statutory functions. Undoubtedly, however, many such functions
have come to be very widely interpreted and we should not rule out
_the possibility of statutory changes in some fields. Staff are
also necessary to operate:ifinancial controls, but again, there
should be significant scope for simplification and administrative
improvement as the new systems of capital and current expenditure
controls which you are proposing are introduced. There are in any
case a mnumber of other functions which are less specific. In
some cases I sugpect they exist probably because some Ministers
responsible for local authority expenditure programmes have at one
time or another said that they ought to exist.

I believe, and think you will agree, that we should look at staff
resources in this field, and attempt to reduce them. Another
lesson from some of the Rayner projects is that unless we do our




utmost to avoid it, we do not cut the size of the administration
even when the operations being administered or the tasks requiring
to be done have been reduced. Tighter aggregate spending control;
reductions in general administrative controls over local
authorities; reduced intervention through circulars to local
authorities; and lower — in some cases very substantially lower -
expenditure programmes, are all factors pointing to the need to
reduce the scale of central activity on matters for which local
government is responsible.

There is of course a further point, which I know you have very
much in your mind. We are asking local authorities to improve
their efficiency and curb their manpower. I think we should be
prepared to take an equally searching look at the way central
Government conducts its affairs in the same areas.

Some reductions may already have been achieved. This should

surely now be carried further. I attach a list of the main areas
in Departments concerned with local authority services. The hits:t
of course is intended as a guide, and not as a complete description.

Could you, and our other colleagues concerned, let me know by the
end of April what your plans are for slimming down resources in
these areas over the coming years, how much change has already
happened since we took office, and how this compares with the
relevant local authority expenditure programmes?

These plans should include any reductions in these areas already
proposed in the manpower review or in the cash limits squeeze for
1980-81. In the case of the regional offices of your Department
and the Department of Transport, there will be an immediate
opportunity to develop these plans further in the forthcoming
scrutiny. The same will be true of planmning work in the Scottish
Office, which is also the subject of scrutiny.

I will mention this approach in my report to the Prime Minister
on the scope for applying wider lessons from the Rayner projects,
and would like to be able to report subsequently on the results
when there has been a chance to discuss your plans.

I am sending copies of this letter to Willie Whitelaw, George
Younger, Nicholas Edwards, Patrick Jenkin, Mark Carlisle and Norman
Fowler, whose Departments are listed in the Annex. I am also
copying it to Keith Joseph, Jim Prior, Peter Walker and John Nott,
in whose Departments there is some oversight of local authority
‘activity, and to John Biffen and Sir Derek Rayner.

PAUL CHANNON




ARNEX

Department of the Environment

Housing, planning and local government About 920 staff
finance (et

Central government expenditure on subsidies to local authority housing is planned
to be reduced from £1186m this year to £554m in 1983, Expenditure on new
dwellings has also declined from £1794m in 1976-77 to £895m this year (1980-81).

Department of Transport

Passenger transport, road safety, About 230 staff
local transport and finmance

Local Authority Capital Expenditure on Roads has declined from £375m in 1974-15
to £728m in 1980-81. :

Departments of the Environment
and Transport Regional Offices

Housing, planning, roads and About 1620 staff
transport

Department of Education and Science

Schools, teachers, planning and ~ About 1360 staff
research, HM Inspectorate and Finance

Central government exﬁenditure on school building has declined from £526m in
1974-75 to £223m in 1980-81.

Home Office

Fire, probation and after care, About 850 staff

Inspectors of Constabulary, police
and fire colleges and training centres

Department of Health and Social Security

local authority social services, About 140 staff
persomal social services, planning,

parts of child and mental health and

socially handicapped

Overall local authority current expenditure in 1980-81 is planned to be 4%
down on 1979-80 estimated outturn.




Scotland
About 900 staff

Similar areas to England

Wales

Areas not already covered by Rayner projects and scrutinies.




Room N14/02
Department of the Environment
2 Marsham Street London SW1

Telephone 01-212 3434 11125

3 April 1980

C Priestley Esqg
Cabinet Office
Whitehall
London SW1

2 a

I refer to Sir Derek Rayner's letter of

24 March to the Secretary of State about
the draft action plan on the Bradley
Report. The Secretary of State agrees
with the suggestions made for amending the
plan and I now enclose the final version.
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DEPARTMENT OF THE ENVIRONMENT
DOE (CENTRAL) "RAYNER STUDY"

"Phe provision of management information to Ministers"

ACTION PLAN

Introduction

1 5 The Secretary of State for the Environment and his senior
Ministerial colleagues have now considered the draft final
report of the management information study carried out as one
of the 1979 "Rayner projects" by Mr D R Bradley together with
Sir Derek Rayner's commentary on it. They have decided that
arrangements should be made immediately for the collection of
management information for all of DOE and for its submission
to senior Departmental Ministers from April 1980,

The information required

2. The immediate objective is to provide Ministers with infor-
mation in a standard form - for DOE Central and for the Property
Services Agency - relating to the activities of each of the
Department's directorates. The information will cover the cost
of activities, the progress made towards the implementation of
policies; and future planned activities and their resource
implications. Information on the public expenditure responsi-
bilities of individual directorates'will also be included.

Timing

3 This information will be gathered to cover the period

October 1979 - March 1980 (retrospectively); and
April - September 1980 (prospectively)

with a view to submission of information by groups of director-
ates being made to Ministers in April and May 1980.




The use of the information

i The information will be used by senior Ministers for judge-
ments about priorities within the Department and for related
issues (as a further stage in the 66 directorates exercise).

The longer term

He Decisions about the longer term will be taken in the light
of experience with the first run and Ministers' continuing
requirements. However, the arrangements being established allow
for the collection of similar information at 6 monthly intervals.
It is anticipated that additional benefits would be derived when
a series of reports were available for comparison. It is recog-
nised that refinements and improvements (eg. for performance
indicators and for more comprehensive "output" statements) would
be needed before the system could be a full basis for the central
budgeting and planning of the Department.

6e In making decisions about the longer term, it will be
necessary to assess the value and role of this management infor-
mation system as a permanent part of the complex of systems for
planning and controlling resources, including the requirements
for the proposed annual scrutiny of departmental running costs
and the manpower budgeting system proposed in the recent manage-
ment review.

Te The arrangements for the collection and presentation of data
will be developed from those used in the Bradley study for DOE
Central; for the Property Services Aéency, they will be further
adapted as required either to provide for the presentation of
additional relevant information already available within PSA

(eg. on specific performance indices) or to avoid unnecessary
duplication of existing arrangements for PSA's computerised
information,

Organisational arrangements

8. A small central Unit has been established (since February)
in the Central Policy and Resources Directorate to collect and




process the information from DOE Central directorates (and to
liaise with the PSA's Secretariat and Planning Unit (SAPU)
which is undertaking similar work in the PSA), Initially the
Unit will have L staff@t an estimated annual cost of £37,600),
The future of the Unit, whose work is solely concerned with the
management information system, will be reviewed when the first

run is complete.




bt TP

 STAFF TN CONFIDENCE

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1A 2HB

Telephone 01-218 27119 (Direct Dialling)

01-218 9000 (Switchboard)

PERMANENT UNDER-SECRETARY OF STATE

SIR FRANK COOPER GCB CMG

PUS/80/329
58/1/%

1 April 1980

Sir Derek Rayner
Cabinet Office
Whitehall

//) i ok V)

.ﬂ, Pl ‘,,\ 9
Many thanks for your 1etter of Qﬂ/March. I would welcome
a talk with you and our offices are in touch.

2 As to Clive Ponting he finished his current assignment

at the end of last week. The fact is that he was put forward
some little time ago as a candidate for Private Secretary to
Norman St John Stevas - and we are still waiting for an answer.
If we do not get one very quickly then we have a really good
slot for him here in the MOD. Everyone here entirely agrees
that "Rayner" Principals (and principles!) are to be publicly
supported.

///1144«14””\
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FRANK COOPER
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STAFF IN CONFIDENCE
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CABINET OFFICE
70 Whitehall, London swia 2as Telephohe 01-JIXZHEER 233 8224

31 March 1980

Sir Frank Cooper GCB CMG
Ministry_ of Defence

Main Buildi

Whitehall SW

Py A
R
s, Tk

/f should welcome anaggportunity for a talk with you in the not
too distant future wonder whether you would care to come and
have lunch with me at 57 Baker Street as soon as we can manage
it. If this would be aﬁreeable to you, perhaps gour office
could have a word with Lynne Holmes here (233 8550) to see what
can be arranged.

s

May I mention that I have heard that Clive Ponting, whose work
on the food procurement Eroject I so much admired, is now

unassigned? I am sure that there is nothing sinister about
this, but I very much hope that he can be posted suitably soon;
for one thing, I am anxious to avoid the imﬁression geitid

about that "Rayner" Principals who do a good job have somehow
blotted their copybook! That would not be your view, I am
certain. I should explain that I have heard by chance and that
I have not been asked to intercede.

A1l good wishes.

A
s et

Dergkéﬁayner




PRIME MINISTER

RAYNER PROJECTS AND THEIR WIDER APPLICATION

At Flag A is a progress report from Sir Derek Rayner on
NSRS R —
his individual projects. At Flag B is a report from Mr. Channon
WmmmaE TR A
on their possible wider application. Both of these reports are

—

lengthy, and I am therefore attaching at Flag C a summary of the

main points in each of them.

It is clear that we need to maintain the momentum both

on the projects themselves and on their wider application.

On the Rayner report, I would draw the general conclusion

that, while the method of analysis has proved itself, getting
’

the results on projects where we are hoping to make major savings -

such as the DHSS project - is not so easy. Many of the savings

are still dependent upon the outcome of consultations, and

Action programmes can slip if the pressure is not kept up. I think

it would therefore be useful if we asked Sir Derek Rayner to

report again in the autumn. Agree? y/”

There is one specific recommendation in Sir Derek's report
about the announcement of project results. Originally it had
been intended to have a single general announcement. Sir Derek
now recommends ''gradual emergence' with individual Ministers
making separate announcements for the projects which they are

responsible for. Agree?

i

R

U




On Mr. Channon's report, I suggest we respond as follows:

(i) His para 4 - he should be asked for a further

TGRSR

progress report in 6 months time.

(ii) His para 6 - he should be asked to propose
R i et

another service-wide review after the completion of the

statistics review, adopting a similar approach. And in

response to his point '"that we must also somehow get down

to line managers in Departments the lessons from all

e

this work', we should say that you would expect Sir Derek
’

Rayner to pursue this point in his ''conventions/lasting

reforms" work.

(iii) His para 7 - rather than encourage a separate paper
on the lessons learned for the Chequers Cabinet, we should
ask Mr. Channon to cover this aspect in his paper on

manpower policy.

27 March 1980
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PROGRESS TOWARDS IMPLEMENTATION
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Department of Health and Social Security: Action

document dependent on decisions by Ministers following
discussion in H committee of recommendations to be
mede by the end of April on the implications for the
Post Office.

Department of Energy: Action document dependent upon
outcome of follow-up work commissioned by the Secretary

J
of State.

Department of Education and Science: Awaiting

decisions by the Minister of State.
Bl I have tried to help Ministers ensure that the "proposed
action" document clearly defines aiming points against which
to monitor implementation by specifying the recommendations
accepted in principle and the timetable for implementation.
I regard this as an important management discipline.

4. T have been impressed on the whole with the quality of

4

the "proposed action" documents received and have been able

o

to agree them in respect of 20 projects. The 2 projeets yet
to be agreed are -

Home Office: original draft action document was unclear
as to the recommendations accepted in principle and the
timetable for implementation. I have discussed this
with the Home Secretary and we agreed upon the need for
a revised document.

Department of Trade: I am encouraging the Winister of
State to move closer to the main direction of the report's
recommendations, namely to place a greater emphasis on

Government financial support which is of a pump-priming
nature and otherwise to charge full costs.




Action to date and for the future

5. The Annex to this minute provides for each of the projects
a summary of progress to date. This is for the record and you
need not read it.

6. In respect of the 20 projects for which action documents have
been agreed I am heartened by the extent to which Ministers have
been able to agree the recommendations in principle and the pace
at which, subject to consultations, they plan to implement them.
As T would expect of reports produced so quickly not all the
recommendations have been accepted as proposed. But the main
direction of the changes proposed by the project officials has

to date emerged unscathed and the proposals will be implemented,
orat least begin to be, during this year and next. The pace of
implementation is consistent with what I have asked of Departments
this year in respect of the scrutiny programme, namely that they
should implement or begin their implementation within 12 months of
the start of the scrutiny.

7. It will not be possible to go firm on the savings for these
20 projects until consultations are concluded. Moreover, in some
cases the savings will not be ascertainable until further work is
completed (eg Foreign and Commonwealth Office, Department of
Employment). But Ministers have felt able to take a robust line
in responding to the reports and I believe that this should help
to secure the savings.

8. Some potentially quite difficult decisions in principle have
been taken (eg less "nannying" of farmers by the Ministry of
Agriculture; reductions in the number of rating offices in
Northern Ireland). It is noticeable however that the greatest
boldness has been in respect of those projects which bear upon
activities internal to government (eg Customs and Excise to reduce
the number of London Collections from 5 to 3; Inland Revenue to




simplify the P46 procedure). There has been some hesitancy
where decisions are to be made which have a bearing upon client
groups (eg Department of Trade loath to move to full recovery
of costs of export services; Home Office loath to increase
licence fees to cover costs; Ministry of Agriculture rejected
the recommendation to introduce a unform grant structure for
farmers).

oK 'he possible savings associated with the 20 projects on
which I have been able to agree action documents amount to £9.0
million a year and £8,0 - 12.0 million once-for-all. Savings
on the 2 projects where action documents are in the final stages
of agreement will amount to a further £13.0 million a year if
implemented in full.

10.  Of those projects on which I am awaiting action documents
e
L

the most significant in terms of savings are the Department of
Health and Social Security (£50 million pa) and the Manpower
Services Commission (£8 million pa and £1.5 million once-for-
all). Preliminary work towards action is well in hand in respect
of the Manpower Services Commission although it remains to be seen
how hara the MSC will feelable to bite the Sk 17100mt re halles,
It had been hoped that the Commission Woulu decide on 24 March
but they have put it off until 22 April. The Department of Health
and Social Security project is however of great concern to me for
two reasons. First as you will recall, it was described in my
minute to you of 30 November as being the bedrock of the pocential
savings of £80 million pa attributable to the "Rayner projects".
secondly, savings attributable to greater efficiency and modernis-
ation may always be at risk if the pressure group affected by the
DHSS project succeeds in carrying the day.

11. The Secretary of State wishes in principle to proceed with the
implementation of the recommendations relating to the optional
payment of benefits direct into bank accounts and most of the
improvements in administrative procedures (eg sending order books




to home addresses, computer sorting of order books). These
account for potential savings of upwards of £15 million pa
by 1983/84.

12. The Secretary of State regards the recommendation to

change the frequency of benefits as being more problematical,

not least because of the Post Office implications. The
Government has already announced that it will not change the
frequency of payment compulsorily for retirement pensioners.

This will reduce the original £33 million pa savings attributable
to change of frequency by £15-25 million, depending on whether
new beneficiaries are also given the choice.

13. The Chancellor of the Exchequer has set up an inter-
Department group ofofficials to study the implications of

the recommendations for the Post Office. There will then be
Ministerial discussion in H Committee, I think during lMay. The
Secretary of State has also promised the House the opportunity
of a full debate on the proposals before implementation.

14, If I may say so, I believe that the Government is entitled
to redress the balance of psychological advantage which the Post
Office has gained through blatant lobbying. The Submission of
an abridged version of the project report to the ect Committee
on Social Services is of some small help in this rect ion., I
think it would help the Government to move qulunly towards )ub-
lication of the report, an announcement of a decision in
principle on the recommendations and a speedy conclusion of the
necessary consultation. This will provide the needed input o
views from the @lectorﬂ*e rather than what we have at present,
the sound generated by and on behalf of a well-organised pressure
group. lMoreover, as you have already indicated, whilst
recognising th

e Government's commitment to the support of rural
communities, it is important not to confuse this wider commi t-

I
ment with the need to improve efficiency in the payment of
benefits and the provision of choice to the
accordingly much encouraged by your Private

public. I was
secretary's letter

21

of 21 March to Mr Hall (Treasury).




15. One general lesson which emerges from the DHSS experience
is that it may be all too easy for conservative, anti-efficiency
lobbies to brand administrative improvements and savings as
"anti-people", if the Government does not take the initiative

in preparing the ground especially where reforms elther contem-
plated or intended affect people and families.

Announcing the Results

16. In my minute of 10 Jamuary I recommended that the aim should
be a statement by you of Ministerial decisions no later than

when the House rises for the Easter recess. I have been thinking
further about this. My view is now that the best publicity
strategy may be for individual Ministers to make announcements
severally. This approach has already been adopted in the cases

of the Inland Revenue (report published), the Department of
Transport (report published), the Ministry of Agriculture
(consultation document issued) and the Scottish Office (consult-

ation document issued). The Secretary of State for Employment
and the Secretary of State for Social Services have indicated that
they hope to publish their reports in full.

I I believe thatthis gradual emergence of results, coupled
with my occasionally seeing the press, will not only generate
greater awareness that the Government is doing things but is also
more in keeping with the stance that you have been adopting,
namely that the: reports are the property of individual Ministers
and it is for them to decide on the action to be taken. There is
also the added complication at the present time that any general
announcement would have to exclude the Department of Health and
Social Security which, although only one out of 29 projects,
accounts for very much more than half of the total annual savings
identified to date. I therefore recommend that the course of
"gradual emergence'" should be adopted.




18.  Your private secretary's letter of 14 January encouraged
departments to make public their results. Departments have
clearly taken note of this and no further encouragement is
necessary at this stage.

Wider Applications

19. You asked Mr Channon to take responsibility for following
up the wider implications of the projects. I have been kept in
touch and Mr Channon is minuting to you separately. Action 1s

already in hand in two areas in which I am personally involved:

- Statistics: Following the Rayner project on the stat-
istical services of the Departments of Industry and Trade
a government-wide review is now under way.

- Repayment: The disadventages of the allied service System,
whereby goods and services are provided to departments
free, were highlighted in a number of projects. I have
started a special study of the case for placing the
Property Services Agency more completely on a repayment

s

footing.

20. I shall report to you on Statistics and Repayment in the
Autumn.

Conclusion

Zilis I am generally satisfied with the progress that is belng
made in the conversion of the reports into action, the pace at
which implementation is moving and the way in which departments
are meking public their achievements. The important exception
is the Department of Health and Social Security project, though
in most cases realisation of the savings is still dependent on
consultations. Moreover, whilst there is a high success rate
in terms of the number of projects the savings realised to date
are still extremely small compared with the potential savings

identified. 7
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% I am copying this to the Chancellor of the Exchequer,

i~ e

Minister of State, CSD, Sir Ian Bancroft, Sir Robert Armstrong

and Mr Wolfson.

% DEREK RAYNER
26 March 1980

(Approved by Sir Derek
absence)
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DEPARTMENT: Home Office

PROJECT
Review of Radio Regulatory Department.

REPORT'S MATN RECOMMENDATIONS

Full recovery of the costs to the Home Office of issuing licences and giving
type approvals; low power devices (eg model aircraft) to be exempt from
regulation; relationship between the Home Office and other Departments and
the Post Office should be regularised and clarified.

POSSIBLE SAVINGS ;
£155,000 pa (staff costs)

£2.75m pa (increased revenue from fees and charges)

ACTIONS TO DATE

Action Document submitted but unclear as to which recommendations are
accepted in principle., Also imprecise timetable of implementation.

Await revised Action Document, but advance indication is +that there will
be difficulty in implementing the recommendation that there should be full
recovery of costs in licence fees (bulk of savings therefore at risk)

Responsible Divisions are examining the various recommendations and embarking
on relevant consultations. These should be completed during 1980.

ACTION. FOR THE FUTURE

Timetable of implementation unclear until revised Action Document received.




DEPARTMENT: Lord Chancellor's Department

PROJECT

Review of Attachment of Earnings Procedure

REPORT'S MAIN RECOMMENDATIONS

Existing procedures in Country Courts to be streamlined, rationalised and
made uniform in all courts. Employers fee to be increased (cost to debtor
not courts)

POSSIBLE SAVINGS
Nil Financial savings identified but will be reviewed after implementation.

Service to creditors improved eg average time between creditors application
and court order reduced from 13 weeks to 9 weeks.

ACTIONS TO DATE
Report's recommendations accepted in principle.

Addition to Report's recommendation: minimum amount for which attachment
of earnings order can be made raised from £5 to £15 (or more) and reviewed
annually,

Action Document agreed.

Report and Action Document sent to County Court Rule Committee for
consultation on proposed changes (Committee meets in June),

ACTION FOR THE FUTURE

Employers fee to be raised from 13p to 50p per deduction from June 1980
and then regular review

Minimum amount for which attachment of earnings order can be made to be
increased from £5 to £15 (or more) by June and arrangements made for
annual review

Recommendations for streamlining procedures etc to be implementated by
Octoker 1980




DEPARTMENT: Foreign and Commonwealth Office

PROJECT
The merger of the FCO and ODA

REPORT'S MAIN RECOMMENDATIONS

Total merger not possible., Recommeud integration where appropriate (eg
single Aid Policy Department, single Economic Department, rationalisation
of information departments, geographical departments, etc.)

POSSIBLE SAVINGS

Savings will be quantifiable when further work completed. Sir Derek Raymer
to keep in touch.

ACTION TO DATE
Report made to Prime Minister,

Agreed that single Aid Policy Department (replacing existing units in FCO
and ODA) and a single Economic Relations Department should be set up.

Work in hand to further eliminate FCO and ODA overlap (gg information
departments, geographical departments)

ACTION FOR THE FUTURE

Report to Ministers in July on the further work which is currently in hand
to reduce overlap/duplication. Following this, work to be set in hand on
the best way of rationalising common service functions (gg personnel and
finance), to be completed by 31 March 1981

Prime Minster to receive further progress reports:'beginning of Summer
Parliamentary Recess for report on overlap; in April 1981 on common service
functions.




DEPARTMENT: HM Treasury

PROJECT
Paper handling and the Registry system

REPORT'S MAIN RECOMMENDATIONS

Reorganisation of clerical services into two tiers leading to most clerical
staff being located in divisions (rather than in centralised registries)

to bhandle 'live' documents. Three "sector registries" set up to store and
handle papers not in action.

POSSIBLE SAVINGS

£38,000 pa (staff savings). But main benefit is the prospect of a more
efficient paper handling system and more humane use of clerical staff. .

ACTION TO DATE

Reports recommendations accepted.

Action Document agreed.

Implementation Group established to draw up detailed programme of implementa—
tion, in consultation with divisions,

ACTION FOR THE FUTURE

Implementation Group to complete their report by July with a view to
full implementation by October 1980.




DEPARTMENT: Inland Revenue

PROJECT

PAYE Movements Procedures,

REPORT'S MATN RECOMMEN<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>