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Mr WHITMOKE S CICN' W

FINANCIAT, MANAGEMENT IN THE MINISTRY OF DEFENCE

1 We spoke. The Secretary of State's minute of 14 September
probably presents no difficulty but I would prefer to offer a
draft reply when I have seen the document for publication to which
he refers in paragraph 8.

Za In the meantime, you may like to have a copy of Sir Derek
Rayner's comments of 6 May, which are enthusiastic about the
Reeves report, but also draw attention (in paragraphs 7 - 9) to
some of the wider issues including annuality.

P

C PRIESTLEY
16 September 1981

Enc: Sir DR's letter of 6 May 1981




[Blind copies:

Fr Ercsgott
ir Hansford
lir Russell ]

CABINET OFFICE
70 Whitehall, London swia 2as Telephoneo1- 233 8224

b Mey 1981

The Rt Hon John Nott MP
Secretary of State for Defence

WA
e

ONTROL OF EXPENDITURE

1. Mr Reeves and his collegfues are to be congratulated on
an excellent report. Their an ysis is thorough-and readable.
I agree with their conclusions and their recommendations,

Tresponsibility fo
Controllers. "I shall not waste time gilding the
are a few points which I should share with you.

had some association with defence procurement my-
self, I was Interested to see that Some of the problems I was
‘Struggling with 10 years -ago still remain. Of course, I leave
"to_one side the important consideration that some of the insta-
i in the planning and management of defence is due to
political change and concentrate on the degree to which, given
such a background, plamning and management can be made more
As I see them, the main points are attitudes; _the
currency used for planning and control; and the organisation
and management of Planning and control.

3. On attitudes, I think that the Reeves regort brings out -
very well the fact that the Services' specification of what is .
to be supplied and the Procurement Executive's arrangements for
supgly have to be regarded as part and parcel of the same process.
As_the team say, the mnew arrangements they propose will not work
unless they have the co-operation of all concerned, including
Service staff. The importance of this cannot be over-emphasised.
In my experience, the propensity to make repeated changes in
specification and the general view that price was a secondary
consideration worked strongly against realism in both planning and
control of expenditure.

4,
Procurement Executive itse

Again, the report suggests ve clearly that, within the
L cutiv %i.it is all too easy to make the

working assumption in the Controllerates that control is someoans
function and that the grime duty is to get what the "customer"

requires. I agree with the team on the importance of the project

-_—




Danager and on the need for a revolutionary change (ie to cash)
in ?ﬁé basis on which he estimates.

. On the cur
that the g

atmophere.
%ﬁulati
an
6. I therefore wholly agree with the emphasis the tean
laces on realism in adjusting the intended Programme of expend-

fture to the budget avallable. Cash as the curr for plan-
ning and control is of prime importance in this. sta
wo?ﬁing inac which be

the real w

cash plan.
as possible.

.

On the organisation of planni
degree 1o which - des i%e wh

Tegard as the Ministry's tenge

Some rules of its own devising - the Procurement system may
Sti1l fail to give value for money. ome of the main points
are I think these: :

The failure to establish a gﬁb{erly discig%ined
relationship with contrac at, despite the
immense importance of+defence as a customer, the
Ministry has too oftﬁg allowed itself to go_cap in
hand to” suppliers. e team's proposals will elp,
butthe Minist will need to-be hard-headed in draw-
ing up new coniracts ang in changing old ones.

b. The very long lead time re uired for the replen-
ishment of Supplies. I agree '%h the team that advance

ng by project and commodi ty  managers could achieve
Substantial increases in flexibility.

C.:  The degree to which postings to finance staffs are
both regarded and treated as hein% like any other
gostlngs, 50 that peogle neither build up nor practise

he expertise Tequired. I suspect that the same may
be true of staff working in coniracts anj project

management.

d. The dggree to which cash plamming ang control
have been made the responsibiligy of the very top of
the Ministry, instead of bein§ well distributed down
to line management, This will be redressed by the




team's recommendations on cash and responsibility.
But I should like to see maximum delegation to line

management, as the present concentration on the ;
ads of the Ministry is both unworkable and damaging.

8. Finally, a word about some of the implications of the
tean's views on "running a vast procurement grogramme within

an inflexible anmual budget" (para. 601). I iS interesting
that the team do not return to the charge on the annualitﬁ

rule in their recommendations but insteaﬂ,proggse a searc

for more in—¥ear flexibility. I am all for t t, but T would
not exclude the possibility of year-on-year flexibility. It

has always seemed to me that defence Procurement is a singularly
inapt area in which to expect all the money voted for a part-
icular year to be spent in that year. But I think that” either
a general relaxation:of the rule or a relaxation specific to the
Ministry would have to ‘depend on showing that evezyhinﬁlpossible
had been done to make the procurement business thoroughly effic-

ient.

St As you know, there is no al ternative in good business
gractice 10 expressing one's expectations of staff in unmis-
ably clear terms, while also making room for business to gTow
by their initiative, and to ensuri that what one wants done
is done. In defence procurement, there are many separate
businesses. These require the knowledge, experiise and discip-
lines associated with a eood business. As the report shows,
many of these have operafed on a regime unfriendly both to good

plamning and control and timely delivery. The team's recommend-
ations will go a long way towards changing this, but I think

changes will take place all the Sooner if the
Controllers and their staff are treated and see themselves as
being not only in business, but in big business at that.

I am copyine this to Tom Trenchard, Frank Coo er,
well Gnd Bill Reoves. 5
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2 MARSHAM STREET
LONDON SWI1P 3EB

My ret: H/PSO/ 16245/81

Your ref:

16 SEP8I

i :ﬁ@@_,i\gv:) i

I was particularly pleased to see a copy of the CPRS Report of
13 July 1981 on Contracting Out Public Sector Functions as sl
shows clearly both the considerable progress which has been
made and the benefits gained from contracting out.

In my own Department I have been pressing ahead on several fronts
and have recently agreed proposals to close 4 of the 7 existing
PSA vehicle fleet maintenance workshops (Annex A to the Report
item 142) and put their work to the trade which should achieve

an overall saving of some 80 staff., I have also agreed that the
PSA London Furniture workshop services can be provided by private
contractors, retaining only a small team to service the Palace of
Westminster. This would achieve a further reduction of some

190 staff.

Within DOE (Central) progress has also been made on the transfer
of the Hydraulics Research Station to the private sector (Annex
item 10c). I have set up a Shadow Board under the chairmanship of
Sir Alan Harris to act on behalf of the prospective company. I
believe that the Station's commercial prospects are good, that it
will benefit from the discipline of the private sector, and that
within a few years it will become self-supporting.

Pending the outcome of the studies on the long term future of the
Ordnance Survey (Annex A item 15) I am, as you know, proposing
to set up a trading fund for the Survey with a published trading
account and further progress is being made on proposals for a
new statutory body whose staff would no longer be civil servants,
to be responsible for the audit of local authorities in England
and Wales.

As recommended by the CPRS, I propose to maintain my own close
personal interest in contracting out and to conduct an internal
review of progress in the Spring of next year.

I will also be taking steps to ensure that the relevant officials
are aware of the CPRS recommendation that departments who are
having difficulty in contracting out because of union resistance
should approach CSD for advice and help as appropriate.




TIn addition I have noted the final CPRS recommendation relating ‘
the wider dissemination of the results of the DOE (PSA) Raymer
Scrutiny Programme on PSA Custody Services. I have recently
received the final Report of this scrutiny and official level
consultations with CSD, another user Department and the Security
Service on the implementation of its recommendations are about to
begin.

Turning-to Part II of the report, contracting out by local
authorities is, of course, a matter on which individual authorities
must reach their own decisions, but I am, as the report points out,
taking a number of steps to promote positive consideration of its
potential scope and benefits. The new legislation on direct labour
‘organisations which we brought into operation last April requires
local authorities to invite tenders for a substantial proportion
of their construction and maintenance work. The accounting
disciplines it imposes will also make them increasingly conscious
of the relative costs of using direct labour and private sector
contractors, and will enable properly costed choices to be made.

My department will encourage and accelerate this process by
appropriate guidance. More generally, I am expecting to receive
shortly the final report of the study which my Department has
commissioned on pricing and methods of service delivery in the
local environmental services., It will, I hope, provide more
information about recent experience of contracting out provision
of local services and I shall be considering how best to take the
CPRS recommendations forward in this light.

I am copying this letter to the Prime Minister and other
members of the Cabinet. Copies also go to Sir Robert Armstrong
and John Hoskyns and Robin Ibbs.

ok 2

il

MICHAEL HESELTINE

The &kt Hon Sir Geoffrey Howe QC MP




PRIME MINISTER

FINANCTAL MANAGEMENT IN THE MINISTRY OF DEFENCE
Uw oLl fiscdl _ - . Aeedb ﬁ“-

My predecessor informed you on 31§h/Décember last year of

two studies of financial management in the Ministry of Defence.
T ——

2. The second study, on financial responsibilities and accountability

is well advanced and will be completed this autumn. The first study

S,
concerning financial control procedures, was completed at the end

of March. The Department was greatly helped by the participation of
e

accountants (from Arthur Andersen) and also by the advice of

Sir Derek Rayner, who took a close interest.

3. I have studied the report and found its analysis most thorough

and constructive., My officials have consulted the Treasury and other
s S
Departments. The report has already led to some important changes

in our procedures.

4, The report detected four main areas of weakness: in the reliability
[ ~——ibty RS
of the Department's forecasts of cash flow: in the use of secondary
but significant indicators of expenditure trends: in the relationship
——————

between the Department's contractual commitments and available

financial resources: and, most importantly, in the definition of

responsibilities within the Department for controlling annual
spending., I attach an Annex listing the conclusions and recommend-

ations which the team drew from their diagnosis.




Dis I_fully support the general thrust of these conclusions and

recommendations. I endorse the need for clearer definition of
responsibilities within the Department for control of expenditure
within the cash limit and for much greater emphasis on the monitoring

and control of expenditure in terms of cash.

6. I agree too with the objective of improving our estimating
and forecasting sufficiently to allow the Department to manage the
programmes with much smaller discounts for realism (the block
adjustments referred to in recommendation 3) than have been used
in the past. The nature of the defence programme does not make
this easy to achieve. But discounts are smaller this year than
last and we have set ourselves the aim of a further reduction in
1982/83.

7. We are evaluating the more detailed recommendations, and have
reservations about some of them. Our reducing staff numbers are
an important constraint and we may have to be severely selective

in the changes we introduce. But I am determined that our study

—

should be pressed forward posigz;ely and that it will result in

real improvements., None of this is helped by the inflexibility of

our annual accounting conventions.

8. I have considered the question of publication. I am greatly

in favour of publication and would not regard the candour of the

report's analysis as an obstacle. The best way of achieving this

would, I believe, be an open government document which would explain

the reason for the report, summarise its contents and state our




A
'action plan'. I have had such a document prepared and a copy"ng N,

L S -
is being sent to your office, and to those of other recipients
of this minute. I have decided, subject to any contrary views,
that the date of publication should be in mid-October, probably

—r
the week after the Party Conference.

9, There is one final point I should make. The report (Conclusion
1) correctly, and consistently with Government policy, makes

avoidance of overspending cash limits the first priority objective

of financial control, But we must recognise the implication of this,
that, because of the inevitable margin of uncertainty in forecasting
expenditure, particularly on our complex equipment programme, we
must plan for underspend and run the risk of wasting resources
allocated to defence, unless new and much more effective methods

of fine tuning can be developed. Fine tuning within the year is
part and parcel of good management, and as the report recommends,

we must seek to improve our performance in this respect. But I

believe that there are practical limits to what can be achieved by
these means, and that much greater flexibility between years is a
necessity. The report discussed this question of annuality (Conclusion
8) and reference is made to it in the open government document
(paragraphs 36, 42 and 44). The topic has been well aired before
Select Committees and discussions between my Department and the
Treasury continue though little progress has been made. I am

looking for a positive and constructive conclusion and I shall

return to this subject at a later date.




10. I am sending copies of this minute to Geoffrey Howe,

Keith Joseph, Christopher Soames, John Biffen and Leon Brittan,
who saw Francis Pym's minute of 31st December, and also to

Michael Heseltine, who has an interest because of the involvement
of the Property Services Agency, and tolFrancis Pym, who initiated
the study. Copies also go to Sir Derek Rayner and Sir Robert

Armstrong.

.

Ministry of Defence
14th September 1981




ANNEX

SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

Conclusions

1. The first priority objective of financial control in MOD is
to ensure that the defence block cash limit is not overspent in any
year. The second priority objective is to achieve the first

objective in a way which maximises the defence capability and value

for money obtained and, consistent with this, minimises underspending.

,

L]
2, There is confusion in the systems controllerates as to the
L g )

control total for expenditure in the financial year. This is due in the
main to the imposition of large block adjustments, coupled with
instructions to project managers to work to their programmes expressed

at Survey prices before block adjustment. It is a widely held view

in the systems controllerates, supported by formal instructions, that

they are not responsible for the control of expenditure within cash

limits.
g

3. Departmental forecasts of outturn in 1980-81 have been inadequate.

4. Information was available in MOD which was not used by those
*
preparing forecasts and which would have given earlier warning of the

size of the impending overspend in 1980-81.

Sy Insufficient attention is paid within MOD to the search for items
which can be procured in greater or lesser quantity with an early
effect on cash flow and can therefore be used to give a degree of
in-year flexibility. This is in marked contrast to outside practice
where managers respond quickly to changed circumstances. Administrative
lead times on stores procurement in MOD compare unfavourably with

practice in industry.




6. Present contractual procedures do not give MOD control over
the timing of delivery of goods or the rate of billing. There is

inadequate information from contractors of their billing intentions.

T Outstanding contractual liability, which can be a useful
indicator of future expenditure levels, had been rising steadily

over the last few years up to the beginning of 1980-81.

8. Annuality restrictions bear more severely on UK central
government, and on defence in particular, than on local government,
nationalised industries, regional health authorities and the majority

of NATO governments.

Recommendations

15 Responsibility for observing the cash limit, and controlling

expenditure to achieve this, should be placed on Systems Controllers.

2.  All monitoring and control of expenditure should be against cash

(ie forecast outturn prices) rather than against Survey prices.

3} Systems controllerates' block adjustments should be limited to

a maximum of 2.5% in the Estimates year.

4. A system should be devised to identify savings and addback
opportunities before the start of the year and to monitor and control
their use during the year. Some of these should be controlled

centrally, others at project manager level.

S In order to improve forecasting, quarterly profiles of expected

expenditure should be prepared. This should be done initially in

1981-82 using simplified procedufes which can be expanded in 1982-83

into a formal unified system.




6. A study should be commissioned to devise a scheme for computer

support for systems controllerates.

Vi Outstanding contractual liability should be monitored and

analysed.

8. A new unit should be set up in the PE to give a common service
to all controllerates covering analysis of FIS data, bill payments,
cash profiles from contractors, OCL, material from PDAS, risk, and

economic relationships affecting procurement.

O Future contracts should where possible specify earliest delivery
dates. Delivery schedules and the timing of stage payments should

be revised if slippage occurs. There should also be constraints on
stage and progress payments. These changes should be applied to

existing contracts so far as this is sensible and attainable.

10, All the above recommendations should be implemented immediately

with the exception of recommendation 3 which should be implemented

for 1982 -83 Estimates.




10 DOWNING STREET

From the Principal Private Secretary : 11 September 1981

FINANCIAL MANAGEMENT

The Prime Minister received a presentation on 8 September
on financial management, introduced by Sir Anthony Rawlinson and
given by officials from the Treasury, Civil Service Department
and the Department of Health and Social Security. She was s
accompanied by the Chancellor of the Exchequer, the Lord President
of the Council, Secretary of State for Social Services, Chief
Secretary to the Treasury, Minister of State, Civil Service
Department and Sir Derek Rayner. The Secretary of the Cabinet, the
Permanent Secretary, DHSS, the Head of the Government Accountancy
Service and Clive Priestley (Sir Derek Rayner's Qffice) were also
present.

A record of the main points made in discussion is attached.

As she said at the time, the Prime Minister was grateful to
all concerned for the work which had gone into a very interesting
presentation. ©She and her colleagues were committed to good
financial management in government and to value for money in its
services and operations. The necessary policies should be pursued
through the Treasury, CSD and Sir Derek Rayner's Office. She attached
particular importance to ensuring that officials responsible for
financial management had sufficient preparation for and continuity
in their posts. Good and effective succession planning was crucial
to this.

I am copying this letter to Jim Buckley (Lord President's
Office), Adrian Carter (Office of the Minister of State, CSD),
Don Brereton (Department of Health and Social Security),
Terry Mathews (Chief Secretary's Office, H.M. Treasury), David Wright
(Cabinet Office), Clive Priestley (Sir Derek Rayner's Office),
Tim Stevens (Department of Health and Social Security) and
Alan Cooper (Department of Industry).

W& A WHITMORE

J. 0. Kerr, Esq.,
H.M. Treasury.
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RECORD OF MAIN POINTS MADE IN DISCUSSION AT PRESENTATION ON FINANCIAL
MANAGEMENT, 8 SEPTEMBER 1981

Treasury and CSD over-view (Mr. J. G. Littler, Mr. R. W. L. Wilding)

The Prime Minister queried references to the "hostility of
the environment" towards good financial management, to the
improbability that management information would be used and to efforts
to improve management '"petering out'. These seemed to suggest that
the civil service had no automatic wish to do a good job and to take
a pride in doing so. It was however clear, from scrutinies and
other evidence, that departments had young officials who had good
ideas about management matters and were capable of taking
initiatives on them. Senior managers wouldnot succeed in their task
if they worked on a "top down' or excessively regulatory basis. They
should rather create an atmosphere which would promote good management
and in which, for example, the lessons to be learned from a particular
review or scrutiny were applied more generally and good younger
people were brought on fast.

Officials suggested that the environment's "hostility'" lay
chiefly in two circumstances. First, government pursued down many
management lines a mixture of objectives (including equity and a
good service for all but also the avoidance of mistakes), so that
staff in the field did not receive a clear message about what was
expected of them. Secondly, information about cost was so far
rarely available. Prescribing standards helped in some areas of
work, but much depended on keeping up the pressure on resources
through cash limits and through the detailed examination of
particular activities and functions, in search of both particular
and general benefits.

Other Ministers said that it was difgicult to reproduce in

6]
the public sector the primacy that attached /the availability of cash

in the private sector. The main resource management pressures must

be on money and people through the cash limits and manpower targets
and must be applied well down the line, Selective examination -
through scrutinies for example - was an essential part of this process.
Sir Derek Rayner said that public sector management suffered severely

from a lack of real knowledge about what things cost in cash terms.
/The Prime Minister




The Prime Minister made the following further points:

(i) A good service was not necessarily the same as the most
expensive service. Value for money must now be seen as
one of the supreme objectives of good administration.

It was important to identify and remove constraints on
value for money, whether in particular instances or
across the Service.

Cash limits alone were not enough; the real need was to
be satisfied that a particular expenditure was necessary
al-alls

Treasury and CSD Control in Practice (Mr. M. Prescott),
(Mr. T. J. Robinson, Mr. B. R. Morris) and Financial Control
in DHSS (Mr. G. G. Hulme)

The Prime Minister agreed with the view that one of the chief
requirements for success as a Principal working on Supply Control was
experience of the field in question., But it followed from this that
officers should stay in post long enough to make use of the expertise
they had acquired - and certainly longer than the average of 2-23%
years which now appeared to be the norm.

The Secretary of State for Social Services said that in such
a large and standardised system of administration as Social Security,
with its multiple local offices, data for comparing performance could
be provided. The NHS was another matter since, for example,
hospitals and hospital care were not '"standardised". Nonetheless,
the NHS could do more to scrutinise its own activities. In response
to a question about the balance between professional and administra-
tive staff in the NHS, Mr. Hulme said that some of the growth in
administrative numbers was due to relieving professional staff of
such work as medical records. More generally, there was now a
greatly increased attention to management costs. The Secretary of
State said that constant external pressure on the NHS was needed to
promote good management. It did not welcome such monitoring, but
he attached great importance to it as a means of getting improved

value for money. Medical records was one example of a wide
/variation in




variation in efficiency between health authorities, but the

practice of the best would not be generally adopted without

external monitoring followed by dissemination. Good progress was
being made, but the squeeze on cash was also critically important;
Ministers had made a ten per cent saving in administrative costs an
indispensible requirement. However, administrative costs in the NHS
were proportionally lower than in similar health services abroad.

The Secretary of State agreed that it was for health
authorities to decide how much to spend on each of the matters for
wnich they were responsible, but said that their financial plans
were co-ordinated by his Department, not least so that duplication
between and gaps in the services could be avoided. The planning
system was now so developing as to make it easier for the department
to examine health authorities on their achievement of government
policies as well as on their intentions for the future.

Sir Derek Rayner congratulated DHSS on the '"Key facts"
booklet, which he thought other departments might usefully emulate.

In further discussion the following points were made:-

(a) The "hostile environment" referred to earlier consisted
in part of a conflict between two goods, namely to be
economical and toprovide good services, rather than a
conflict between a good (frugality) and an evil (waste).

The central and the spending departments were on the same
side in wanting value for money. The centre might well
have expertise and a relatively independent positionu
which could help departments in both their own financial
management and their control of other spending agencies,
e.g. health authorities. These points deserved wider
recognition,

But it was also true that those responsible for financial
management were a '"thin red line" whether in departments

or at the centre, And financial management couldzbe only

partly successful if it relied on such mechanisms as
cash limits. Success depended therefore on changing

attitudes. Conditioning of the career expectations and

/prospects




prospects of line managers upon their capacity to be
economical as well as provide good standards of service
must play a part in this.

DHSS was trying to produce more qualified financial
managers by encouraging staff to take CIPFA examinations
designed specifically to cover health and related sub-
Jects. More generally, in common with other departments,
it was placing greater emphasis on the appraisal of
staff through the re-designed annual confidential report
form in respect of their use of resources,

Sir Derek Rayner said that getting facts about costs and
cost-effectiveness to line managers was crucially important.
A beginning had been made, but much more had yet to be done.
Ministers observed that the messages from back-benchers which
reached staff via their Ministers and also from the Parliamentary
Commissioner for Administration suggested strongly that cost was
usually a very secondary consideration to avoiding error. Sir
Derek Rayner said that in his view it was a function of senior
management to defend junior staff who had made mistakes in good
faith from unreasonable criticism.

In response to a question, he said that store managers in
Marks and Spencer did not need to know what profit they had made,
whereas they certainly did need to know and were expected to control
their costs. The assurance of good career prospects, rather than
immediate promotion, was the main signal of the approval of higher
management. Mr. Sharp said that, in his judgement, line managers
working in a good system of management had a share in the preparation
of their "budget'" and were responsible, and were held to be
responsible, for the .costs they could control.

The Secretary of State for Social Services asked about the
value added by the annual scrutiny of departmental running costs,
It enabled him to ask questions about such things as telephone costs,
but he did not find it of great value to him in increasing the
efficiency of his department. Sir Derek Rayner said that if the
Minister asked about telephone ®sts, it was likely that the managers
of his 500 local offices would do so as well; if senior people did

not ask such questions, their subordinates would not. The Chancellor
/of the Exchequer




of the Exchequer said that if the scrutiny showed up disparities
between departments it was - at least - possible to ask questions,
Mr. Littler said that the scrutiny needed developing beyond its
present stage so that local managers asked themselves the key
gquestions as a matter of habit; this linked with the development of
management accounting to which he had referred in the presentation.

Sir Derek Rayner said that several scrutinies showed that
junior staff were struggling to administer difficult systems. They
had ideas on how to put things right but change would not happen
unless these ideas were sought out and senior management put their
weight behind them. The current scrutiny of administrative forms

would provide not only most interesting reading in this respect,

but some important proposals. The Chief Secretary commented that
change would have more significance if seen to be of general
application across the country.

The Prime Minister said that the government did not make
maximum use of office machinery. As proposed changes were resisted
and delayed, was it necessary for all to be negotiated centrally?
The Minister of State, CSD, said that as there was no chance of a
national agreement on new technology, departments were being
encouraged to make their own arrangements. The Secretary of State
for Social Services said that while change within departments was
a matter for judgement and negotiation, it was clear that many
staff would welcome new technology because they wanted to do a
good job and that the unions were out of step with them.
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PRESENTATION ON FINANCIAL MANAGEMENT [o @

I attach a draft letter faryou to send to

Mr Kerr in the Treasury together with a record
of the main points made in discussion. I think
that the record will be eagerly awaited in the
three departments concerned and that it should
be included with the letter. But this is of
course a matter for your judgement.

2 In order to keep the record within
reasonable limits I have not summarised what
the "presenters" said. I have no doubt that
their texts will have a wide circulation
within their departments.

7

C PRIESTLEY
10 September 1981

Enc: Draft letter plus record




DRAFT LETTER FOR MR WHITMORE'S SIGNATURE

T0: J O XKerr Esq HM Treasury

FINANCIAL MANAGEMENT

The Prime Minister received a presentation on 8 September

on financial management, introduced by Sir Anthony Rawlinson
and given by officials from the Treasury, Civil Service
Department and the Department of Health and Social Security.
She was accompanied by the Chancellor of the Exchequer, the
Lord President of the Council, Secretary of State for Social
Services, Chief Secretary to the Treasury, Minister of State,
CSD and Sir Derek Rayner. The Secretary of the Cabinet, the
Permanent Secretary, DHSS, the Head of the Government
Accountancy Serviceg-Pavig=W¥eifson and Clive Priestley

(Sir Derek Rayner's office) were also present.

2 A record of the main points made in discussion is

amexeds ~Ar—he

3. As she said at the time, the Prime Minister was grateful
to all concerned for the work which had gone into a very
interesting presentation. She and her colleagues were
committed to good financial management in government and to
value for money in its services and operations. The
necessary policies should be pursued te—amedion through the
Treasury, CSD and Sir Derek Rayner's office. She attached
particular importance to ensuring that officials responsible
for financial management had sufficient preparation for

and continuity in their posts. Good and effective succession

planning was crucial to this.




4, I am copying this letter to Jim Buckley and Adrian Carter

(CSD), Don Brereton (DHSS) Terry Matthews (Treasury),

David Wright and Clive Priestley (Cabinet Office), Tim Stevens

(DHSS) and Alan Cooper (Department of Industry).

C A WHITMORE




Annex

RECORD OF MAIN POINTS MADE IN DISCUSSION AT PRESENTATION
ON FINANCIAL MANAGEMENT, 8 SEPTEMBER 1981

Treasury and CSD over-view (Mr J G Littler, Mr R W L Wildiqg)

The Prime Minister queried references to the "hostility of

the environment'" towards good financial management, to the

improbability that management information would be used and
to efforts to improve management "petering out". These

seemed to suggest that the civil service had no automatic

wish to do a good job and to take a pride in doing so. It
ted
was however clear, from scruting and other evidence, that

who bt
departments had young officials with good ideas aboutfand
o~ T~ ok
capable of taking initiativesLaﬂ managgiént matters) Senior

managers would not succeed in their task if they worked on a
"top down'" or excessively regulatory basis. They should
rather create an atmosphere which would promote good
management and in which, for example, the lessons to be
learned from a particular review or scrutiny were applied

more generally and good younger people were brought on fast.

2. Officials suggested that the environment's'"hostility"
lay chiefly in two circumstances. First, government
pursued down many management lines a mixture of objectives
(including equity and a good service for all but also the
avoidance of mistakes), so that staff in the field did not
receive a clear message about what was expected of them.
Secondly, information about cost was so far rarely available.
Prescribing standards helped in some areas of work, but

much depended on keeping up the pressure on resources through

1h




cash limits and through the detailed examination of
particular activities and functions, in search of both

particular and general benefits.

3. Other Ministers said that it was difficult to re-
produce in the public sector the primacy that attached

the availability of cash in the private sector. The main
resource management pressures must be on money and people
through the cash limits and manpower targets and must be
applied well down the line. Selective examination - through
scrutinies for example — was an essential part of this process
Sir Derek Rayner said that publie sector management suffered
severely from a lack of real knowledge about what things cost

in cash terms.

4. The Prime Minister made the following further points:

(1) A good service was not necessarily the same as the most

expensive service. Value for money must now be seen

as one of the supreme objectives of good administration.

It was important to identify and remove constraints on
value for money, whether in particular instances or

across the Service.
Cash limits alone were not enough; the real need was to
be satisfied that a particular expenditure was necessary

at all.

Treasury and CSD control in practice (Mr M Prescott),

Mr T J Robinson, Mr B R Morris) ang Financial Control in

DHSS (Mr G G Hulme)

5e The Prime Minister agreed with the view that one of the




chief requirements for success as a Principal working on
Supply Control was experience of the field#s in question.
But it followed from this that officers should stay in post
long enough to make use of the expertise they had acquired -
and certainly longer than the average of 2 - 2% years which

now appeared to be the norm.

6. The Secretary of State for Social Services said that in
such a large and standardised system of administration as
Social Security, with its multiple local offices, data for
comparing performance could be provided. The NHS was another
matter since, for example, hospitals and hospital care were
not "standardised". Nonetheless, the NHS could do more to
scrutinise its own activities. In response to a question
about thetbalanee between professional and administrative
staff in/Ngg, Mr Hulme said that some of the growth in
administrative numbers was due to relieving professional staff

of such work as medical records. More generally, there was

now a greatly increased attention to management costs. The

Secretary of State said thatlﬁ{constant external pressure on

the NHS was needed to promote good management. It did not
Welcome such monitoring, but he attached great importance to
it as a means of getting improved value for money. Medical
records was one example of a wide variation in efficiency
between health authorities) but the practice of the best would
not be generally adopted without external monitoring followed
by dissemination. Good progress was being made, but the
Squeeze oncash was also critically important; Ministers had
made a ten per cent saving in administrative costs an
indispensible requirement. However, administrative costs

in the NHS were proportionally lower than in similar health

services abroad.




Te The Secretary of State agreed that it was for health
authorities to decide how much to spend on each of the
matters for which they Were responsible, but said that their
financial plans were co-ordinated by his Department, not
least so that duplication between and gaps in the services
could be avoided. The planning system was now so developing
as to make it easier for the department to examine health
authorities on their achievement of government policies as
well as on their intentions for the future.

8. Sir Derek Rayner congratulated DHSS on the "Key facts"
booklet, which he thought other departments might usefully

emulate,

EN uirm)
9. ‘mhe—etheihmain*puinta—ma&e~!nZ§iscussion were &mE vl
follews.
A
0. The "hostile environment" referred to earlier consisted
in part of a conflict between two goods, namely to be

economical and to provide good services, rather than

a conflict between a good (frugality) and an evil (waste).

X1. The central and the spending departments were on the
same side in wanting value for money. The centre might well
have expertise and g relatively independent position which
could help departments in both their own financial management
and their control of other spending agencies, eg health
authorities. These points deserved wider recognition.

e that
A2. But it was also true/those responsible for financial
management were a "thin red line" whether in departments or
at the centre. And financial management could be only

4




partly successful if it relied on such mechanisms as
cash limits. Success depended therefore on changing
attitudes. Conditioning of the career expectations and
prospects of line managers upon their capécity to be
economical as well as provide good standards of service

must play a part in this.

A3 DHSS was trying to produce more qualified financial

managers by encouraging staff to take CIPFAexaminations
designed specifically to cover health and related subjects.
More generally;in common with other departments, it was
placing greater emphasis on the appraisal of staff through
the re—-designed annual confidential report form in respect
of their use of resources.

Jo.
14. Sir Derek Rayner said that getting facts about costs
and cost—effectiveness to line managers was crucially
important. A beginning had been made, but much more had
yet to be done. Ministers observed that the messages from
back-benchers which reached staff via their Ministers and
also from the Parliamentary Commissioner for Administration
suggested strongly that cost was usually a very secondary
consideration to avoiding error. Sir Derek Rayner said that
in his view it was a function of senior management to defend

junioqﬁh who had make mistakes in good faith from unreasonable
criticism.

n .
zﬁ. In response to a question, he said that store managers
in Marks & Spencer did not need to kmow what profit they had
made}whereas they certainly did need to know and were
expected to control their costf The assurance of good

career prospects, rather than immediate promotion, was the




main signal of thgjf approval given—by higher managemen%.
Mr Sharp said that, in his judgement, line managers working
in a good system of management had a share in the preparation
of their "budget" and were responsible, and were held to be
responsible, for the costs they could control.

IpE
16, The Secretary of State for Social Services asked about
the value added by the annual scrutiny of departmental
running costs. It enabled him to ask questions about such
things as telephone costs, but he did not find it of great
value to him in increasing the efficiency of his department.
Sir Derek Rayner said that if the Minister asked about e
telephé§¥? it was likely that the managers of his 500 local
offices would do so as well; if senior people ‘did not ask
such questidns, their subordinates would not. The Chancellor
of the Exchequer said that if the scrutiny showed up
disparities between departments it was - at least - possible
to ask questions. Nr Littler said that the scrutiny needed
developing beyond its present stage so that local managers
asked themselves the key questions as a matter of habit; this
linked with the development of management accounting to which
he had referred in the presentation.

13
J7. Sir Derek Rayner said that several scrutinies showed
that junior staff were struggling to administer difficult
systéms. They had ideas on how to put things right but changd
would not happen unless these ideas were sought out and senior
management put their weight behind them. The current
scrutiny of administrative forms wouldprovide not only most
interesting reading in this respect, but some important

proposals. The Chief Secretary commented that change would

have more significance i#’seen to be of general application




across the country.

| V1
18. The Prime Minister said that the government did not
make maximum use of office machinery. As proposad changeS
were resisted and delayed, was it necessary for all to be
negotiated centrally? The Minister of State, CSD, said
that as there was no chance of a national agreement on new
technology, departments were beingencouraged to make their
own arrangements. The Secretary of State for Social

Services said that while change within departments was a

matter for judgement and negotiation)it was clear that many

staff would welcome new technology because they wanted to do

a good job and that the unions were out of step with them.




10 DOWNING STREET

From the Private Secretary
SIngﬁﬁﬁg/ﬁAYNER
CABINET OFFICE

The Prime Minister was grateful for your
minute of 4 September. She is content with
your proposals for three new topics for scrutiny
in 1981.

I am-Sending a copy of this minute to
John Kerr (HM Treasury), Jim ngkIéi (CSD) and
David’Wright (Cabinet Office).

T. P. LANKESTER

9 September 1981




PRIME MINISTER

Presentation on Departmental Responsibilities for the Control of
Expenditure

You will remember that in July you agreed that we should set
up two:presentations on financial management and the control of
expenditure. “The first was to concentrate on the role of the

L

central departments. The second was to look at the control of
“running costs in a large department (in fact you chose DOE).

The first of these presentations - the one about the role of the

central departments - will be given at 1500 tomorrow in the large
dining room. I attach (A) the brief from Sir Derek Rayner's office,
(B) the minute from Sir Derek Rayner which suggested this presentation,
and (C) my letter to the Treasury describing the sort of presentation
that you and Sir Derek had in mind?k

The presentation itself will be given by Sir Anthony Rawlinson,
Mr., Littler (Treasury), Mr. Wilding (CSD), Mr. Morris, Mr. Robinson
and Mr, Prescott (Principals from the CSD and Treasury) and
Mr. Hulme (Principal Finance Officer of the DHSS). The Chancellor, the
Chief Secretary, Barney Hayhoe, Patrick Jenkin, Sir Robert Armstrong,
Sir Derek Rayner, Sir Kenneth Stowe, and Mr. Priestley will also
attend.

s
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3 September 1981




CONFIDENTIAL

PRIME MINISTER

PRESENTATION ON FINANCIAL MANAGEMENT, 10 DOWNING STREET,
TUESDAY 8 SEPTEMBER

ATTENDANCE, BACKGROUND AND PURPOSE

The Chancellor of the Exchequer, the Secretary of State
for Social Services*and Sir Derek Rayner will be present. I
shall be in attendance to take the note.

2e The immediate cause of this presentation is the doubt
you expressed in May on the draft paper prepared by the
Chancellor and Lord President on the control of expendi ture,
namely whether the central departments had

"sufficient staff of the right experience and training
to promote and monitor the best possible control systems
in departments" (see letter at Annex I).

3. As you then acknowledged, there is much going on. This
includes:

succession planning for key management posts

work on the meaning of and training in financial
management and on the fitnessof the existing
framework of accounting for the Government's
policies for better management

the scrutiny of the Treasury's Specific
Expenditure Divisions

the assignments by Cooper & Lybrand and
Touche Ross in MAFF and DOI respectively

as a result of your intervention on internal
audit

the internal audit reform programme

and Minister of State, CSD, vice Lord President

il




CONFIDENTIAL

the impending DOE presentation to you on the
control of running costs.

4, It is unlikely that you will want to suggest any new
initiatives, therefore. But this is the first time in many
years that the Service has thought with discipline about what
"financial management" means in Government. You will accord-
ingly want to see what is now going on pulled together to get
results on the ground. This means that you will be looking
for a combination of short- and long- term action to build up
greater confidence on the part of Ministers and others in
financial management: in short, to clarify and concentrate
responsibilities, equip people with the training and the facts
they need to do a good job and to bite into the long-standing
nonchalance about value for money by changing the pattern of
awards and incentives as necessary.

Se To a degree, a paper coming to you shortly from the

Lord President and Sir Derek Rayner on the strategy for central
"efficiency" exercises in 1982 will help. It will propose
among other things Government-wide scrutinies of the management
of such self-contained units as research and development
establishments and of how to get better systems for controlling
running costs (in the wake of the DOE work noted above). But
the existing work on financial management which will be outlined
at the presentation tomorrow will need driving forward with a
Eingle hand and with vigour and determination. Mr Cassels's
appointment will help y5u to secure that this is so.

SHAPE AND HANDLING OF THE PRESENTATION

B Full details are given in Annex II. I have suggested
there questions which you might like to have in mind.

7. Sir A Rawlinson is the compere. He will introduce six
other officials:




Reminder

CONFIDENTIAL

Treasury/CSD strategy or overview: Messrs Littler
and Wilding: 20 minutes.

Treasury/CSD tactics or detailed control:
Messrs Prescott, Robinson and Morris: 20 minutes.

(3) DHSS arrangements: Mr Hulme: 15 minutes.

8. Despite warnings from your office and this one, the
presentation is lengthy. Officials have been asked to be
as brief as possible, consistent with doing justice to the
subject. They will no doubt be nervous. The presentation
will need firm control. You may like to begin by welcoming
the presenters and by saying that

(1) You and your colleagues would prefer to be
pointed to the main issues rather than given
detailed descriptions of systems; and

you particularly want to hear what Messrs Prescott,
Robinson and Morris from the central departments
and Mr Hulme from DHSS have to say on what
financial management means in practice.

9a The presentationllasts ninety minutes. Officials will

be ready for questions after each section. I suggest that

you either put questions between each of the three sectionsor, in

two blocks only, the first after all the Treasury/CSD contri-

butions and second after Mr Hulme's.

10. I have suggested in Annex II some possible questions for
you to have in mind.

ISSUES

11. There is no single form of "financial management" in
Government. But it boils down to:




CONF IDENTTIAT

What all departments have to do, ie the common
core of procedures for Cabinet and Parliamentary
planning and control of public expenditure
through the Public Expenditure Survey, Estimates,
Cash Limits, Vote Accounting etc; and

what each department has to do, ie its particular
financial business, whether transferring money

to individuals or other bits of the public sector,
or buying weapon systems, or investing in support
of private industry.

12. Some of this is highly political: the final "management"
decisions are for Ministers. A current example is the new
torpedo.  But much of it is for the Civil Service to deal with,
year in, year out. The obvious example is the cost of govern-
ment. And Ministers usually have no choice but to depend in
all respects on the quality of their officials' financial

judgment, experience of the world, systems etc.

13. The essential need in all this is not a half-hearted
aping of private sector practice. It is understanding and
practising the disciplines necessary for good financial manage-
ment in Government.

14. Cash limits, cash as the basis for planning and retrench-
ment are changing things. But scrutiny and other evidence

shows that there are still great problems about cost~consciousness,
cost-responsiveness, value for money and the relationship

between our transitory finance staff and the other side's
experts.

15. The questions I have suggested in Anmex II are about

the PEOPLE and the TASKS of financial management in Government.
Officials have been asked to be candid about our successes,
failures and things that are still in the balance to help you
and your colleagues see where we should be putting the main
effort in the future.




ANNEX II

PRESENTATION ON FINANCIAL MANAGEMENT, 8 SEPTEMBER 1981

AGENDA AND QUESTIONS

1e INTRODUCTION (1 minute)

Sir Anthony Rawlinson (55), Second Permanent Secretary,
HM Treasury, responsible for Public Services Sector

~ (including theory and practice of Treasury control over
public expenditure).

OVER-VIEW "OF WHAT WE ARE DOING AND TRYING TO ACHIEVE
IN RETATION T0 FINANCIAL CONTROL AND MANAGEMENT" (20 mimutes)

Mr Geoffrey Littler (51), Deputy Secretary, HM Treasury;
responsible for last 18 months - through Sir A Rawlinson -
for the theory and design of public expenditure control.
Recently devised cash as the basis for planning.

Mr Richard Wilding (52), Deputy Secretary, CSD; since
1976 responsible for the Management Group (Menpower;
Functions and Programmes; Management and Organisation;
and the Central Computer and Telecommunications Agency).

Possible questions

What are the marks of good/bad financial management?

What are we doing to improve financial management in
departments?

Where are we succeeding/failing?

Who is pulling things together?




What are we doing about "amateurism"? How many PFOs/
financial managers have appropriate qualifications or
training?*

When will "succession planning" make a difference?

*  The CS College has a short course for existing
senior finance staff in preparation, but the
question also applies to people now entering the
Service who will be managers at the end of the
century. '+

WHAT DO TREASURY AND CSD CONTROL MEAN IN PRACTICE NOW?
WHAT WOULD THEY MEAN IN FUTURE? (20 minutes)

Mr Michael Prescott (33/34), Principal, Health Services
Division, HM Treasury; responsible for last 2 years for
Health and Personal Social Services.

Mr Trevor Robinson (33), Principal, Manpower 3 Division,
CSD: responsible for last 15 months for control of
manpower and related resources in Inland Revenue and DHSS.

Mr Brian Morris (40), Senior Principal, Functions and
Programmes 2 Division, CSD: responsible for last

7 months for cost-cutting studies, functional reviews,
work measurement and transport. (Previously Principal
in Treasury responsible for education expenditures.)

Possible questions

How do you know whether the department you are working
on has a good/bad system?

How much of what you do makes a difference? What power
do you have?




Is your sort of job sought after in Treasury/CSD?

Is there anything that would make you or Treasury/CSD
more effective?

What are you trying to achieve? What is a recent
success/failure in your work?

FINANCTAT, MANAGEMENT AND CONTROL SYSTEMS IN DHSS (15 minutes

Mr Geoffrey Hulme (50), Deputy Secretary, DHSS - Principal
Finance Officer since early this year.

Possible questions

What difference will cash planning make?

Who are the key "financial managers" inside and outside
DHSS?

Are you satisfied/dissatisfied with financial management
in DHSS and the NHS?

Can we use the scrutiny technique in the NHS?
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POSSIBLE OUTCOME

16.  Depending on your response to what you hear, I suggest
that you make the following points in summing up:

(1) "Grateful to all concerned. Have heard some
interesting things!'

(2) "A lot going on. Will look to Mr Cassels on
arrival to keep me in touch with progress and,
more important, action."

"Clearly necessary to take stock later in the
year about where we are going and what we are
trying to achieve (after Cooper & Lybrand,
Touche Ross). We must have a well thought-
out plan covering both people and tasks."

"PEOPLE crucially important. Would like to

see a plan to get these things right:

- Move away from amateurism. Develop
status of financial management, eg proper
career prospects for the qualified.

Select and train future key financial
menagers thoroughly, especially Principal
Financial Officers and those policy/other
staff dealing with big financial issues,
eg investment.

To get long-term change, train new graduate
entry to the Service (Administration
Trainees) thoroughly. No room for cynicism
about money/value for money in preparing
tomorrow's managers. Will ask Mr Cassels
to bring forward proposals on this.
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Remove impediments to everyone's under-
standing of the importance of financial
management/value for money. Make
increasing practice of rewarding success.
More generally, change pattern of rewards/
incentives/penalties as necessary."

"PASKS of financial management also important."

"Don't want to say much about SYSTEMS, but clear
that we want arrangements which make people's
responsibilities clear and give them the facts
they need and ensure that they are used."

CF

/

C PRIESTLEY
7 September 1981

Encs: Letter of 14 July, Annex I
Agenda and questions for presentation, Annex II




10 DOWNING STREET

B g 4k MY, ! /Iy ue 8
From the Private Secretary 14 July, 1981
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Control of Expenditure: Departmental Responsibilities

The Prime Minister was grateful for the comments made by
the Chancellor of the Exchequer, the Lord President of the Council
and Sir Derek Rayner in response to her request for advice on the
staffing of the central departments (my letter to you of 21 May).

The Prime Minister takes the point and welcomes the fact that
there is a lot going on. She also notes that there is something
of a chicken and egg problem here in that providing training and
experience for the staff of central and other departments depends
on analysing what is meant by "financial management" in government
and the skills of which it consists, both generally and in relation
to particular departmental activities. .

The Prime Minister believes that prompt action to deliver the
changes required will be essential and she agrees with the
Chancellor's reference to the possible need to bring in help from
outside, whether in defining what has to be done to up-grade financial
management or to help with the up-grading itself. For example, she
would envisage that it might be necessary as a start to mount a crash
programme, through the Civil Service College and training institutes
outside government, to train people in the disciplines of good
financial and resource management.,

The Prime Minister has said that she would find it helpful to
receive a presentation on these matters during September when some
of the thinking and analysis already in hand are further advanced.
She would like such a presentation to cover:-—

/-

An over-view




An over-view, perhaps by senior Treasury and CSD officials,
of what we are doing and trying to achieve in relation to
financial control and management.

What Treasury and CSD control means in practice now and
would mean in future (brief presentations by Principals from
the Treasury and CSD),

A presentation on the financial management and control
system in a large department: the Prime Minister has
suggested that the Principal Finance Officer of the DHSS

might accept this task.

The Prime Minister would be grateful if the Chancellor or
the Chief Secretary would set in hand arrangements for such a
presentation, in consultation with the Lord President, the Secretary
of State for Social Services and Sir Derek Rayner. A p0551ble date
for this presentation would be 1500 hrs on Tuesday, 8 September.
The Prime Minister would, of course, like the Chancellor, the Lord
President, the Chief Secretary, Mr. Jenkin . and Sir Derek Rayner
to accompany her on this occasion if they are free to do so.

I am copying this letter to Jim Buckley (Lord President's Office),
Don Brereton (DHSS), Terry Mathews (Chief Secretary's Office)
Clive Priestley (Sir Derek Rayner's Office), and David Wright (Cabinet

Office).

A J Wiggins, Esq
HM Treasury




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SE1 6BY
Telephone 01-407 5522 ext 7950

7 September 1981

W Rickett Esq
10 Downing Street
London SW1

PRESENTATION TO THE PRIME MINISTER ON 8 SEPTEMBER 1981

In my presentation on financial management in the DHSS I shall
need to give some account of what our businesses are about.

To save time at the presentation, I thought it would be helpful

to bring together the financial bare-bones into the attached
booklet, to which I shall Tefer. Though it is not essential

to do so, the Prime Minister and others attending the presentation
may wish to glance at it in advance.

I enclose five copies and have also sent copies to the offices
of the Chancellor, Chief Secretary and Mr Heyhoe, as well as
Sir Derek Rayner and other participants.

A
e
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THE DHSS BUSINESSES

This note sets out some of the key facts about five different
businesses with which DHSS is concerned. Further information
about the three biggest of these is on the pages following: all
figures are estimated 1981-B2 cash spending, in £ million.

soc1AL SEcURITY(?) pages..3z8....

Scale:
- cash benefits £26,253
- administration & operational costs £990
Management:
- directly managed by DHSS

- decentralised operations through network
of central, regional and local offices.

FFinancial control:

- central control of benefit eligibility
through detailed legislation; total
expenditure depends also on number of
beneficiaries

HOSPITAL & COMMUNITY HEALTH SERVICES pages. 11717, ..

Scale:

- current expenditure

- capital expenditure £630
Management:

- managed through 14 Regional + 90 Area
Health Authorities (to be reorganised
next Spring into 193 District Health
Authorities) operating in a framework
of national policies + guidelines.

operations highly’éentralised through
hospitals, clinics and health professionals.

Financial control:
- total spending controlled through cash limits.

(1) Social Security figures are GB throughout;
all others relate to England only.




FAMILY PRACTITIONER SERVICES

Scale:
- gross expenditure
- charges to patients

Management:

- services provided by independent contractors
eg GPs, dentists, opticians, pharmacists.

Financial control:

- contracts negotiated by DHSS & administered by
90 local Family Practitioner Committees; regulation
of drug prices & directly reimbursable expenses.

CENTRALLY FINANCED SERVICES

Scale:
- total cost £450

Management:

- covers many different services eg 4 Special
Psychiatric hospitals, specialised laboratories,
wheelchairs, with a variety of management
arrangements.,

Financial control:
- spending mainly controlled through cash limits

PERSONAL SOCIAL SERVICES

Scale:
- spending depends on LA decisions about £1,900
- income from recipients about  £230
- Joint finance from NHS £75
Management:

- local authorities responsible for services
within framework of national policies and
guidelines.

Financial control:

- cash limits on total of Rate Support Grant and
on capital expenditure.




SOCIAL SECURITY OVERVIEW

1981-82

EXCHEQUER VOTE
FOR
NON=~CONTRIBUTORY

BENEFITS

£ 8886

AND FOR
ADMINISTRATION

:£484

CONTRAIBUTIONS
FROM
EMPLOYERS & EMPLOYEES

N.1. FUND
£14496

To

EXCHEQUER
SUPPLEMENT
TO

N.I. FUND ETC
£ 3065

L

TOTAL BUDGET £ 26931

DHSS
ADMIN.

COSTS
£ 990 *

SOCIAL SECURITY
PAYMENTS

£ 26253

N.I. FUND
RESERVES

!

!

!

i7°/o
SUPPLEMENTARY
BENEFITS

66°/0
CONTRIBUTORY
BENEFITS
{ PENSIONS ETC)

£17367

13%0
FAMILY
BENEFITS
{ CHILDREN,

FIS)

r..__
4 %o

OTHER
NON CONTRIBUTORY
BENEFITS
{WAR PENSIONS,

MOBILITY
ALLOWANCE ETC)

£1089

% DOES NOT INCLUDE ADMINISTRATIVE COSTS INCURRED bY OTHER GOVERNMENT
DEPARTMENTS (£ 435 M). TOTAL ADMINISTRATIVE COSTS ARE 5% OF SOCIAL

SECURITY PAYMENTS.




ESTIMATED AVERAGE NUMBERS RECEIVING BENEFIT AT ANY ONE TIME
@ (source CMD Bi75)

9000

Benefit
recipients
in 000"

Child benefit [fnmlhesl‘

Incap

300 1 | | 1 1 1
75/76 76/71 17118 18/79 19/80 80/81 81/82

¥ Child benefit first introduced 1977/78 for all children

4




SOCIAL SECURITY
INPUTS

National Insurance Fund income

- Employers pay
Employees pay
Self-employed pay

Treasury supplement,
interest, etc

£17,561

General taxation provides

- Pension benefits
(non-contributory) £1,089

- Supplementary benefits £4,353
- Family benefits £3,444

Administration. Costs are
ncurred on

Manpower
Computers

Adjudication and
advisory services

Agency payments,
Post Office, etc

Miscellaneous

Less payment from N.I.
Fund £471 and other
receipts

Net

*Does not include direct HQ staff costs of
Health and PSS work - about £70




PROCESSES
National Insurance Contributions Records

- 53 million accounts are maintained at
Newcastle C.O.

New claims to benefits in 1980 gmillionsz

- Retirement Pension 0.7
- Supplementary Benefits 5475

Sickness and Invalidity
Benefit 9.3

Injury Benefit 0.5
Unemployment Benefit 5.1
Child Benefit 0.9

Payments made in a vear (millions

- by order book
- by giro cheque
- by payable order

Reviews of existing awards (millions)

- Retirement pension 3
- Child benefit 4.0

- Supplementary benefit 12.9




Contributory benefits

Retirement pension
Unemployment benefit

Sickness, Invalidity and
Injury benefit

Widows benefits
Others

Non-contributory benefits paid

War Pensions
Supplementary Benefit
Child Benefit
Attendance Allowance
Mobility Allowance
Others

Client Group benefit expenditure

on the elderly

on the disabled and
long term sick

on shert term sick
on the unemployed

on widows and orphans
on the family

£11,980
£2,004

£2,383
£709
£291

£13,400

£2,840
£800
£3,780
£970
£4,510

£17,367

£26,300




SAVINGS IN SOCIAL SECURITY PROGRAMME SINCE GOVERNMENT TOOK OFFICE
Approximate savings in 1982-83

SS_Act 1980

Keeping pensions and long-term benefits in line
with prices rather than the higher of prices
and earnings

Deferring up-rating by two weeks:

SS (No.2) Act 1980

i 5 per cent abatement

ii 'Freezing' Retirement pensioners'
earnings rule

Changes to "waiting days" and
linking

Abatement of unemployment benefit
for occupational pensioners
over 60

Abolition of earnings related
supplement

Reduction of supplementary benefit
for strikers families

Campaign against fraud and abuse

Up-rating national insurance child dependency
addition by legal minimum

SS_Act 1981
Recovery of one per cent overshoot on social security 200

£1,400




N.H.S. OVERVIEW

1981 -8

2

NHS
CONTRIBUTIONS

L1180

Parsonal - — - o -4
Social
Scrviclu

PATIENT
CHARGES

£320

Y

TOTAL

£11,100

NHS.
f£i0,650

Centrally
Financed
Health
Services
£ 380

Joint Finance
£715

t

HOSPITAL AND COMMUNITY HEALTH
£8250

SERVICES

£2400

FAMILY PRACTITIONER SERVICES

Current

Capital

Direct

Treatment

Services
and
Supplies

L3600

Medical
and
Paramedical
Support
Services

£945

Hotel
and
General
Support
Services

£3000

£630

Medical
£690

Dental
L470

Optical
£130

22000 G Py
21000
other
staff

8000
Opticians
and
Omps

12500
Dentists

Drugs
Lino

9000
Pharmacists

T

4m Acute

OUTPUTS : eg.

In-patient

cases

28m Acute Out-patient attendances

13m Accident & Emergency attendances

I-6m Psychiatric out-patient attendances

3.7m Health Visitor cases

3-2m District Nurse

cases

180m

30m

30m

300m

8:5m

OUTPUTS: e.g.

GP Consultations

GP Home wisits

Prescriptions

Sight Tasts

Courses of dental treatment




FAMILY PRACTITIONER SERVICES

General Medical Services

- cost nearly £700 million
- about 22,000 GPs

- about 21,000 full-time equivalent ancillary staff
" (nurses, receptionists etc) employed by GPs

over 180 million patient consultations per year
30 million home visits by the GP

General Pharmaceutical Services

- cost to public expenditure about £1,100 million
- charge income about £90 million

- exemptions for the elderly, the chronic sick,
children, pregnant and nursing mothers, low incomes,
war pensioners

over 300 million prescriptions dispensed

General Dental Services

cost to public expenditure nearly £350 million
charge income about £120 million

exemptions for children, pregnant and nursing
mothers, low incomes

about 12,500 general dental practitioners
about 30 million courses of dental treatment

General hthalmic Services

cost to public expenditure about £90 million
charge income about £40 million

exemptions for children, low incomes

about 8,000 opticians and doctors

about 8.5 million sight tests

about 5% million glasses etc dispensed




HOSPITAL AND COMMUNITY HEALTH SERVICES

Money
- net current

- capital

~ charge income (about 2/3 from
private patient payments)

Manpower

Nearly 800,000 whole-time equivalent staff are employed.
Actual numbers ef staff are larger because many are part-
timers. Major groups are:

doctors and dentists 38,000
- nurses 367,000

rofessional and technical staff = oo
therapists, lab technicians etc) 65,500

ancillaries 173,000
- ambulance staff 18,000
works and maintenance 26,000
administrative and clerical <::T'F'106,000

Physical Resources

- about 2,000 hospitals., A third of these were wholly or
partly built before 1900: 85 major new projects are in
the pipeline,.

147,000 acute beds (over 40% occupied by people over 65)
139,000 beds for the mentally ill and handicapped
57,000 geriatric beds '

19,000 obstetric beds




Breakdown of Expenditure

(a) by type of input (per cent)

74 goes on salaries and wages
3 goes on drugs
6 goes on medical and surgical equipment etc

5% goes on food, laundry, linen, furnishings,
crockery, cleaning materials

3% goes on fuel and water

4 goes on common services (eg rates, telephones)
2 goes on estate management, equipment etc

2 goes on vehicle and transport costs.

by function gger centz

10 goes on medical and dental services
31 goes on nursing services
12 goes on medical and surgical supplies and drugs

8 goes on medical support services eg investigative
tests and therapy

19 goes on catering, laundry and domestic services

9 goes on medical records, administrative and clerical ”
support, and miscellaneous services

11 goes on estate management (maintenance, boilers, etc) ,,

by tyvpe of service er cent

55 on general and acute hospital services, including
ambulances

6 on obstetric services
16 on services for the mentally ill and handicapped

3 on services mainly for children eg health visiting
2 on prevention and other community health services
12 on services specifically for the elderly

6 on administrative and support services




Activities

- nearly 4.1 million acute in-patient cases

- over 28 million acute out-patient attendances

- over 13 million accident and emergency attendénces
- about 240,000 geriatric in-patient cases

nearly a quarter of a million geriatric out-patient
attendances

139,000 beds and 1.6 million out-patient attendances
for the mentally ill and handicapped

about three-quarters of a million obstetric in-patient
cases

3.8 million obstetric out-patient attendances

over 8,000 health visitors attending about 3.7 million
cases a year

nearly 14,000 district nurses attending about 3.2 million
cases.




ACUTE SERVICES 1975-80

(All in patients in acute mainly acute and partly acute hospitals)

Index (1975/76 =100)

16/77 17/78 78/79 79/80

2 , — ,

~— Available beds

il

Cost per case

~ Length of stay




OBSTETRIC SERVICES 1970-74
(1)

Index (1970=100)

*

120 Cost per case

Expenditure
at constant
prices

Available Beds

Length of Stay

Total Births

85 y .
1970/71 1971/72 1972/73 1973/74

- based on costs in maternity hospitals




OBSTETRIC SERVICES 1975-80
(IL)

" Index (1975/76 =100)

Total births

/17 1178 T8/79 ) 79/80

Ll T ¥ ]

Expenditure at constant
prices

_ Cost *ptr ({111 Jp—
\ Length of stay -

Avdilable bods e

* Based on costs in maternity hospitals.
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IN-PATIENT SERVICES FOR THE ELDERLY [975-80

Index (1975=100)

120 = Geriatric cases

79/80
¥ # + T ¢
15/1%6  16/71  71/18  718/79 Available beds

Cost ¥ per case

\ Length of stay

i based mainly on costs in geriatric hospitals




PRIME MINISTER

The Lord President and I will be coming to you in the next month

‘or so with worked up ideas for the next round of scrutinies and 7

service-wide reviews. Meanwhile, I am pleased to be able to report
that some Ministers are coming forward with more proposals for
serutinies in 1981. This minute seeks your approval for three new
topics.

2. Details are attached. In brief they are:

(1) lianpower Services Commission - the field organisation for
the new Training and Special Programmes Division t;_Be set up on

1 April 1983 following the 1980 scrutiny into the organisation of
the Training Services Division (which concentrated on headquarters).
These divisions currently employ 9,760 staff.

——

(2) Central Office of Information - Barney Hayhoe proposes a

gscrutiny of information and publicity work related to economic,
industrial and employment policies. Coverage would include the
activities in the COI, the Department of Industry, the Department
of Trade (including the British Overseas Trade Board), the Treasury
and the Department of Employment Group (thought to invelve over
500 staff in total). Particular attention would be paid to the
possibility of overlapping use of resources. The propesal
commands general support from the Departmental Ministers concerned.

(3) Forestry Commission - the arrangements for transport of
staff etc using light vehicles. There are about 2,000 vehicles

—)
involved and the estimated annual cost is about £2.8 million a year.
R

e I think each of them would make a useful contribution to the
scrutiny programme and suggest that you may wish to ask this office
to take a particular interest on your behalf in the Manpower
Services Commission and the Central Office of Information proposals.




I propose however to make commentson the draft terms of reference

for the MSC scrutiny with a view to making it more "economy-
minded". I should be glad to know whether you are content.

4, I am copying this to Geoffrey Howe, Christopher Soames
and to Sir Robert Armstrong.

DEREK RAYNER
4 September 1981




(mm;cm IN CONFIDENCE

MANPOWER SERVICES COMMISSION

SCRUTINY PROGRAMME 1981:
FIELD ORGANISATION FOR THE NEW TRAINING AND SPECTAL PROGRAMMES DIVISION

SUBJECT

Design of the field organisation for the new Training and Special Programmes
Division which is to be formed by merging the MSC's Training Services Division
(TSD) and Special Programmes Division in accordance with the recent Rayner
scrutiny of TSD's Head Office. .

COSTS

In 1981-82 Training Services Division will be apé“aing £383 million and Special
Programmes Division will be spending £413 million. The Divisions at present
employ a total of 9,760 staff.ad +

REASON FOR SELECTING THE SUBJECT

It has now been decided as a result of the scrutiny of TSD's Head Office that TSD
and Special Programmes Division are to merge to form a single Division, the target
date being-1 April 1983. The MSC has to deliver the Youth Opportunities

Programme and the Community Enterprise Programme to meet local needs, to pursue ,
the objectives of the New Training Initiative and to ensure, through its own
training services and by stimulating action by employers, that emerging skill needs
are promptly met. The new Division will need a field organisation which is
sensitive to local needs but which also makes the best use of special resources and
15 as efficient and economical as possible. It will need careful design, especially
as both Divisions are already delivering 1§rge,programmea and these must not be
disrupted as the merger proceeds. :

TERMS OF REFERENCE

The scrutiny will examine the MSC's existing arrangements at district/area level

in Training Services and Special Programmes Divisions and also those at regional
level, and will make recommendations for the field organisation of the new
Training and Special Programmes Division, with the aim of enabling it to fulfil

its objectives with maximum efficiency and cost-effectiveness. The scrutiny will
bear in mind the need to establish the new Division without disrupting the delivery
of programmes. It will have particular regard to:

(1) the Division's responsibility for ensuring that training and
apecial programmes meet the needs of both employers and individuals;




the identification of national and local labour market and
other needs to this end; '

the operational and other links required with the employment

service and the careers service.

The scrutiny will bear in mind the implications of its recommendations for the
Commission's arrangements for involving employer, trade union, educational and
other interésta in its programmes but is not required to study this aspect in
detail.

PROPOSED STARTING AND FINISHING DATES

The project will begin early in September 1981 and will be completed by the end

of the year.
EXAMINING OFFICERS

Mc N A Elliott (Leader)
Mr G Hyland

Mr K Paacoe

REPORTING ARRANGEMENTS

The report will be made to the Chairman of the Manpower Services Commission.

August 1981




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

Minisrer of State”

The Rt Hon Sir Keith Joseph Bt MP
Secretary of State '
Department of Indust

Ashdown House :

123 Victoria Street

LONDON SW1E 6RB

N2

INFORMATION AND PUBLICITY WORK ON ECONOMIC, INDUSTRIAL AND
EMPLOYMENT MATTERS

Having responsibility for the Central Office of Information I
believe a 'Rayner' scrutiny concentrating on information and
publicity work related to our economic, industrial and employ-
ment policies would be useful. Because the COI operates
essentially on behalf of other Departments and because Depart-
ments themselves engage in closely related activities through
their information divisions, I think that it would be sensible
not to restrict a study within COI but to extend it to related
areas in Departments as well. I attach*proposed terms of
reference. This is a substantial area of activity and it is
particularly important that there is no wasteful duplication
or overlap. between departments and COI. If this scrutiny is
successful further scrutinies could look at the other main
areas of information and publicity activity.

Derek Rayner supports the proposal for a scrutiny on these
lines and is ready to recommend its inclusion in the programme
to the Prime Minister. I should be grateful for your support
and that of the other colleagues concerned.

I propose to make a CSD official available to carry out the
scrutiny, starting in September. The COI will provide support.

The precise coverage of the scrutiny will need to be more
clearly defined. I envisage that it will involve your Depart-
ment, the Department of Trade and the British Overseas Trade
Board; the Treasury and certain aspects of work in the Depart-
ment of Employment Group. The study official will explore the
scope of the scrutiny with these departments and propose a
detailed plan for the study to the colleagues concerned and to
Derek Rayner. In the usual way, the draft report of the
scrutiny will go to colleagues and to Derek Rayner.




1 am copying this letter to Jim Prior, John Biffen and Leon

Brittan and to Derek Rayner. I am also sending a copy to
Peter Carrington because of his interest in the overseas
aspects of this work. and to Francis Pym.




TERMS OF REFERENCE

In relation to the objectives of the Government's economic,
industrial and employment policies, to examine the provision

for information and publicity services in this field having

regard to their cost and the effectiveness and efficiency with

which they operate; and to pay particular attention to any

areas of overlap.
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.YNER SCRUTINY EXERCISE - FORESTRY COMMISSION

dice he Administration and Operation of the Commission's Arrangements
for Personnel Transport

The work of the Forestry Commission is carried out in 11 territorial
conservancies and two research stations, at each of which there is a
fleet of light vehicles (including vans, land rovers, personnel
carriers ete) used to transport Commission personnel. A fundamental
review of all the arrangements for such transport is proposed.

2. Costs

The current annual cash cost of operating transport for Forestry
Commission personnel is estimated at £2.8m, including attributable
oncosts and overheads which are estimated at £0.7m. Expenditure is
met from the Commission's grant-in-aid. The gross current replacement
cost of the vehicles concerned is''estimated at £7.4m. Their net book
value is £3.1m and the annual charge for depreciation is estimated at
£1.2m.

3. Reasons for Selecting this Subject

The Commission's personnel\transport fleet has increased in recent
years from about 1700 vehicles at April 1978 to some. 2000 at January
1981. The total annual mileage covered is about 16 milTion miles, an
average of some 8000 miles per vehicle. There is concern that the
fleet of light vehicles is larger than the optimum, and that the
standard of care may not be as high as it could be.

4. Terms of Reference

To examine the complementing, deployment and operation and cost
effectiveness of the Forestry Commission's fleet of light vehicles,
and in particular to recommend: —

a. The optimum number and deployment of vehicles of each type

in each Conservancv to meet operational requirements, bearing in
mind alternative means such as car allowances. The investigation
would entail consideration of makes and models of vehicles,
suitable to requirements, having regard to operating costs. This
would include examination of maintenance and replacement
procedures. .

b. Whether it is practicable to provide improved means of
assessing needs and approving additions to fleets.

¢c. !Means of improving the standard of driver care.

5. Proposed Starting and Finishing Dates

Start: 14 Seprember 1981
Finish: 1S December 1981

6. Examining Officer and Reporting Arrangements

Examining Officer - Mr J H James




f‘)or‘ting Arrangements

to the Minister of State, Scottish
Office (on behalf of the 3 Minister
viz the Minister of Agriculture,
Fisheries and Food and the
Secretaries of State for Scotland
and for Wales, in consultation with
the Director General of the Forestr:
Commission and Sir Derek Rayner's

Unite




H M Treasury

Parliament Street London SWIP 3AG

Switchboard 01-233 300

i L
J G Littler Direct Dialling 01-233

Deputy Secretary 3 September, 1981
Clive Whitmore,Esq.,

10, Downing Street,
LONDON,SW1.

Boon Olicre

I attach a note of the subjects and speakers for
the presentation on financial management to the
Prime Minister on 8 September.

Most of us are not preparing written material to
circulate, although there will be one or two charts
to show at the time. However, Geoffrey Hulme has a
few fact sheets, which it would be useful to
circulate in advance. They may not be ready by
tomorrow afternoon, but will be with you on

Monday .

I look forward to seeing you at Noon tomorrow

as arranged. ;ggﬁﬁd 7
A

T
cc Sir A Rawlinson, Treasury Mr.R.W.L.Wilding,CSD

Mr., M. Prescott,Treasury Mr. T.Robinson,CSD
Mr. G.Hulme, DHSS Mr. B.Morris, CSD

Enc.




PRESENTATION ON FINANCIAL MANAGEMENT

3 p.m., Tuesday 8 September, 1981

1is Brief Introduction

Sir Anthony Rawlinson, Second Permanent Secretary in charge of
Public Expenditure in the Treasury.

2 Qverview from the Treasury

Geoffrey Littler, Deputy Secretary in charge of the General Expenditure
Groups in the Treasury covering totals, technical services, developments
in financial management.

B Overview from the Civil Service Department

Richard Wilding, Deputy Secretary in the CSD in charge of the
Management Group (Manpower, Functions and Programmes, Management and
Organisation and the Central Computer and Telecommunications Agency) .

(Pause for Questions and Discussion)

s Examples of work at the Centre

Michael Prescott, Principal in the Treasury Division concerned with
Planning and Control of Public Expenditure on the Health and Personal

Social Services.

Trevor Robinson, Principal in CSD Manpower 3 Division, responsible for
control of manpower and related resources in Inland Revenue and DHSS.

Brian Morris, Senior Principal in CSD Functions and Programmes 2
Division, responsible for cost-cutting studies, functional reviews,
work measurement and transport economy.

(Pause for Questions and Discussion)

5 Pinancial Management in a Large Department

Geoffrey Hulme, Deputy Secretary, Principal Finance Officer of the
Department of Health and Social Security.

(Pause for Questions and Discussion)
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PRESENTATION ON EXPENDITURE CONTROL

1. We had a word last week when you told me that the
presentation would be as follows:

(1) Introduction: Rawlinson (1 minute).

(2) Treasury/CSD overview: Littler, Wilding
(20 minutes), followed by discussion.

(3) Treasury/CSD Principals: Prescott, Robinson
(not Morris) (207 minutes) followed by
discussion.

(4)  DHSS: Hulme (15? mimutes) followed by
discussion.

2 I forgot to pursue with you the question whether it
would be possible for there to be a rehearsal and if so when.

fviertem, Tenp= Moy we please discuss?

A A g
a:ﬂb

Fi

Tt

e

3. Either Sir Derek Rayner or I will aim to brief for the
meeting. Subject to your views, this will be limited to a
brief background; brief notes on the participants; and a
series of questions which the PM might have in mind.

4, Please let me know when it is decided who should take
the note.

2

C PRIESTLEY
1 September 1981




c«u~5L\ Wy e
e e

ksl

EFFICIENCY USA Pt i

PRIME MINISTER

6o
7 S This minute seeks your agreement for a week's visit to
Washington by Mr Priestley and Mr Allen towards the end of
September.

‘Background

S Like you, President Reagan lays a heavy emphasis on
the need for greater economy and efficiency in administration.
Some departments of the Federal Government also have the pro-
blem, largely unknown to us, of graft and fraud.

34 Two agencies inthe American system have been bearing
down on these problems for some time. First, the Office of
Management and Budget (OMB), part of the Executive Office of
the President, prepares the budget and the fiscal programme.
It also (among other things):

- advises the President on the effectiveness of
the organisation and management of the Executive
Branch "to ensure that they are capable of pro-
ducing the intended results"

helps to develop proposals fq; regulatory reform
and reducing paperwork, especially the "reporting
burdens of the public"

plans and develops information systems to provide
the President with "program performance data" and

does evaluation work to help him "in the assess-
ment of program objectives, performance and
efficiency".

4, As you know, President Reagan has put one of his toughest
associates, Mr David Stockman, in charge of OMB, with the




particular objective of reducing Federal expenditure.

55, Secondly, Congress on its part has the General Accounting
Office, the more professional counterpart of our Exchequer and
Audit Department. The Comptroller General of the United States,
Mr Elmer B Staats, is a powerful and experienced servant of
Congress.

6. Presidents Carter and Reagan have both felt that their
own hand needed strengthening. Since 1978, major departments
have each had an "Inspector-General" to

- conduct and supervise audits and investigations
of its programmes and operations;

lead, co-ordinate and recommend the policies to
increase economy, efficiency and effectiveness
in administering and to prevent and detect fraud
and abuse in such programmes and operations; and

report regularly to the head of each department
and to Congress.

Te President Reagan has established the "President's
Council on Integrity and Efficiency" to bring the Inspectors-
General together - with the Justice Department and the FBI! -
to "focus their total efforts in the places where itwilldo most
good". This Council is chaired by one of his Assistants,

Mr Edwin Harper, who is Mr Stockman's Deputy at OMB. I under-
stand that the President's right-hand man at the White House,
Mr Edwin Meese, provides the main driving force.

Purpose of the visit

8. American and British experience is not in direct parallel,
nor are our approaches. The attached press release framthe
White House shows how much weight the President places on fraud
prevention, even to the point of providing "hot-line" telephone

2




numbers so that Federal employees can shop their colleagues.
But we have much in common, including enormous expenditures,
the difficulty of knowing whether it is all producing the
desired results and the patchy quality of management. And
there are few fields in which it is not wise to see what the
Americans are trying - or have discarded.

9. I would therefore like to start at the top in the White
House and work downwards through OMB, the Office of Personnel
Management and a sample of departments and agencies, with a side-
ways step also to the General Accounting Office.

10. I attach an outline of the visit. I think it should take
place in the week beginning 21 September. We have made pro-
visional arrangements with the American Embassy here in London
and expect no problems, subject to availability of taking in
Messrs Meese, Stockman and Harper. The result would be a report -
saying what the Americans do and suggesting in what ways if any
we might benefit from their experience - and a series of useful
contacts.

Cost

11e My own and Mr Priestley's experience of this sort of
vigit is that it is too much for one person to do alone. I
would therefore like Mr Allen to accompany and assist

Mr Priestley, especially as he (Mr Allen) has taken the lead
for me on a number of matters likely to be covered in the
visit (eg the scrutiny of administrative costs).

12. The cost of the visit would be roughly as follows:
£

Salaries 1,100
Travel 1,600 (maximum)
Accommodation etc 650

Total 3,390




Conclusion

13. I should be grateful for your agreement to this visit.
If you do approve it and there is an opportunity to give it a
fair wind with the President, I should be glad to provide a
form of words.

14, I am copying this to Sir Robert Armstrong.

Encs: White House Press Release, 16 April 1981
Coverage of a possible visit




THE WHITE HOUSE

Office of the Press Secratary

EMBARGOED FOR RELEASE UNTIL i April 16, 1981
AFTER BRIEFING AT 2:30 P.M.

STATEMENT BY THE PRESIDENT

A study released yesterday reveals startling statistics that confirm
much of what this Administration has said about the "national scandal"
of waste, fraud and abuse in government. BEy

“orty-flve percent of Federal employees who responded to the survey
said that in the last 12 months they had observed or had evidence of waste
or illegality; 17 percent have personal knowledge of Federal property .
being stolen; 11 percent have perscnal knowledge of ineligible recipients
getting funds, goods or services. These are far from trivial matters.
Indeed, nine percent of the employees in the survey claimed to have
observed specific incidents each involving over $100,000 of waste or

mismanagement.

The Study, conducted by the Merit Systems Protection Board and the
Inspectors General, also found that much of the wasteful or illegal
activities have gone unreported because of the belief that "nothing

would be done."

‘This Administration means to change that attitude. As I said when I
announced the appointment of the President's Council on Integrity and

Efficiency on March 26: "We are going to follow every root ou
every incompetent, and prosecute any crook we find who's cheatlng the

eople of this Nation."

Teday the Council on Integrity and Efficiency is publicizing a series
of "hotline" numbers that will be available to Federal employees who

want to report wrongdoing in their departments.

But, more important, the Council is reasserting a point I want under-
stood throughout the Government: Federal employees or private citizens
who wish to report incidents of illegal or wasteful activities are not
only encouraged to do so but will be guaranteed confidentiality an
protected against reprisals.

I also want every member of this Administration -- from those in the
Cabinet, to the sub-Cabinet, to Federal employees beginning their
careers today -- to understand that we will not tolerate fraud, waste
and abuse of the taxpayers' dollars. Every allegation of wrongdoing,
every investigative lead will be pursued thoroughly and objectively.

The vital element in any program designed to fight fraud and waste is .
the willingness of employees to come forward when they see this sort
of activity. They must be assured that when they "blow the whistle" .
they will be protected and their information properly investigated.

I want it made clear that today this Administration is providing that
assurance to every potential whistleblower in the Federal Government.

Since I appointed the Counc1l on Integrlty and EfflClency, we have




—

Hundreds of additional investigative leads, some of great
significance, on incidents of waste, fraud and abuse in
government have been developed. Our Inspectors General
are vigorously pursuing these leads.

The Inspector General's office at AID secured a guilty plea
from a former AID employee accused of extortlng $138,000

for channeling a rice-seed contract to a firm in the Far
East. The individual also agreed to resign from AID immedi-
ately, and to return to the government, in the form of
criminal and civil fines, some $40,000 of the funds he
allegedly extorted. 1In addition, he received a two-year
suspended sentence and five years of probation.

This Administration has announced its support of legislation
creating additional Inspectors General who will have powers
tailored to the specific needs of the Departments of Defense,
Treasury and Justice.

I have also approved six more individuals to be nominated as
IG's. Their names will be announced as soon as they have
successfully completed the initial clearance process.

During the past few decades, government programs have multiplied and
expenditures have grown by gquantum leaps. But during this time little
attention has been paid to the serious problems of mismanagement and
criminal fraud. One Department of Justice study has revealed that in
social programs fraud alone could be as much as 1 to 10 percent of the

expenditures for those programs.

It is time to put a halt to this waste and wrongdoing. These steps

- I have mentioned today represent only a beginning in one of the
,-toughest and most important programs this Administration will under-

take: eliminating waste and fraud, and restoring the public's faith

..n the integrity of government.




COVERAGE OF A POSSIBLE VISIT TO WASHINGTON, SEPTEMBER 1981

35 White House Mr Edwin Meese, Counselor to the
President

Do Office of Management and Budget

Director (Mr David Stockman)

Deﬁuty Director (Mr Edwin Harper,
Chairman of the President's Council
on Integrity and Efficiency)

Developing and maintaining effective
government

Program performance and evaluation

Regulatory reform and paperwork
reduction

Training of auditors and investigators

"Joint (OMB/GAQ) Financial Management
Improvement Program"

- "Overhead Operations and Federal Work
. Force Planning"

"Incentives in the Budget Process"

General Accounting Office

Topic Ecoggﬁy, efficiency and effectiveness
audit -

Office of Personnel Management

Topic Implications of all the above for
personnel, ‘especially training of
senior managers

- Two Departments or Agencies

Department/Agency Head and Inspector-
General

Topic Implications of all the above for
({) Departmental managers and
(2) the Departmental Inspector-General




Possible Departments:

Defense

General Services Administration
Housing and Urban Development
Labor
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I have now read Nick Stuart's report very carefully. Some detailed
points are set out in the enclosure. This letter deals with more
general matters. '

CHARACTER OF THE REPORT

2. The report is pleasantly easy to read. It is a fascinating
survey of the work of your Inspectors. From the report and my
necessarily limited observations in Liverpool, they seem to be
capable men and women. I was pleased to read that they are generally
well regarded by the educational establishment and that some of their
products are valued.

3. Scrutinising something like their work is harder than ser winising,
say, an out and out administrative process. However, the same under-
lying principle should be applied, namely to examine it radically,
posing fundamental guestions, particularly about value added. Even
if a purely quantitative analysis cannot take the examining officer
all the way a common sensible and critical appraisal can help. The
report has not applied that principle. So, for me, the result is not
the report of a scrutiny, but a useful description of, among other
things, the attitudes of officials in your Department, the education
associations and a few others - though not of parents, pupils or
employers. ; :

NATURE OF THE ISSUE

4. Let me say at once that I offer comments on the basis of seeking
a good return for the nation (as pupils, parents, employers and

just plain citizens), -from the large amounts of taxes put into the
educational system and the numbers of talented and caring people in
it. (The report is, incidentally, not quite right in ascribing my
interest to "consideration of any wider issues affecting the Civil
Service generally".)

Bie As it happens, this concern has just been sharply focussed. My
company has been asked to help the MSC pioneer the development of a
new approach to the training of school-leavers, the so-called

"Foundation Year'". The background to the MSC's thinking includes the
point, that despite the recession, employers are still commenting on

their difficulty in finding school-leavers trained or educated to the
right standards. '

il




6. Looking at this from the perspective of children, the tough

fact is that they have only one chance of a school education. What
happens to them is still, it seems to me to a very worrying degree,
truly a matter of chance and beyond their or their parents' influencing
The question in many families' minds must be whether the teachers are
delivering what they are paid to deliver. It was no doubt this very
question which led to the proposal in the Conservative Manifesto two
years ago that the Inspectorate should be strengthened.

e The fundamental guestions, for me, are the value your Inspectorate
is adding to the quality of education at the point of delivery in
schools and how far it is right to move away from thinking of them as
an audit body. Here I was much struck by these considerations:

(1) The report is curiously timeless and detached in its
treatment of return on investment for the £9,200 million
a year spent on education.

(2) The Inspectorate has been around for a long time. There
should be ample evidence about its effectiveness in improvi
the return on investment. For example, to investigate
whether variations in educational attainment between
different places are justifiable? To what extent have they
improved a difficult area, like say Liverpool? What effect
have they had on the learning of mathematics, or written
and spoken English? The report provides no relevant
evidence.

I am struck by how much confusion there is about what the
Inspectorate is intended to do. The statement of 1922

"to ascertain whether educational value is obtained for
the expenditure of state money and they are therefore
required to report systematically on the educational
standard of schools and areas"

was admirably direct and clear. There seems to have been
nothing quite like it since and by implication, Mr Stuart's
definition reveals that providing a guarantee to parents

and the taxpayer is apparently no longer a primary objective
of the Inspectorate.

(4) Can inspection be provided satisfactorily by people who do
not occupy a wholly independent position? That in turn, of
course, begs the gquestion whether external audit is
necessary at all (see below).

CONCILUSIONS

Te In the light of these gaps of evidence about "value added" I am
left stranded on the key issues. Because of this, I could not go
along with the proposition that the report "makes out a case in terms
of the contribution that the Inspectorate makes to the educational
system as a whole for more inspectors rather than fewer" (page 73).
Indeed, I could offer no useful comment beyond observing that it is
apparent that the Secretary of State needs some educational advisers
in his own employment. I could not say that an Inspectorate of 400
is required.




g. More %enerally, I am depressed by the argument that the
Inspectorate "cannot run too far ahead of the system as a whole
or lag too far behind it" and that it "has to operate within the
system as it is" (page 110). This view means accepting that the
system is itself acceptable overall, which surely is not always
the case. It also seems to me to leave parents and children truly
without an independent auditor of the system.

10. My own view is that some central agency should audit the
performance and output of the educational system on behalf of the
nation. Your Inspectorate exists, so it is natural to think of it
first, although other agencies may be just as capable of doing the
data collection which takes so much of their time. For example,

I imagine that universities could do very useful follow-up studies.

11, It may be objected that the department lacks the authority
and that change is better made by slow persuasion than assault. I
do not favour either assault or dictation. There is no real conflig
between audit and advice. The auditor in business has no more
authority to change what he audits but he points out the strengths
and weaknesses he finds. If the system will not tolerate an
auditor because he is employed by central government, there must be
a strong case for radical change.

12. Equally, it may be objected that there are not enough Inspec-
tors to make a go of audit. But you do not have to audit everything
I would recommend selective audit in high risk areas, whether these
are particular subjects, issues or places.

13. With all this in mind, I welcome certain parts of the report,
particularly the references to follow-through; to more inspection
based on the local authority; and to widening the staffing base of

the Inspectorate. But I would be bolder in all these directions:

- All reports on institutions should be published and
quickly. Punches, delivered honestly and in good faith,
should not be pulled.

Audit will be more effective if it is concentrated where
it matters. For this reason, I do not favour the
"rolling programme" approach.

An Inspectorate working selectively must have an idea of
what they want to effect or change or reform. This means
a high degree of select1v1ty and a well worked up
strategy.

I am doubtful about staffing the Inspectorate on the basis
that everything should be covered and that it offers a
twenty-year career. 1 would be selective as to subject-—
coverage and leave substantial scope for bringing in
people for special tasks. And I would put no difficulties
of status in the way.




I am specially doubtful about the further education
Inspectorate. This vast area may call for a different

kind of Inspector, with emphasis on management skills, not
necessarily drawn from education and preferably including
people with industrial experience. The idea in Peter
Rendle's report of retaining part-time consultants, rather
than full-time permanent Inspectors seems particularly
appropriate. You would need a few permanent staff yourself,
of course.

14. I suggest that the first step is to decide how important the
audit function is. The next would be, in the light of your decisions
to issue a policy statement about the respective duties in providing
guarantees to children and their parents of the Department, local
authorities, head teachers and others. I do not think that one can
go on on the basis that, at any one time, inspection means just what
it is chosen to mean, neither more or less.

PUBLICATION

15, T shall of course have to report to the Prime Minister before
final decisions are made. When you and your colleagues have
considered the reports, I shall consult you and them on the terms in
which I do so.

16. The question of publication is, obviously, for you and your
Ministerial colleages, not for me. If you decide to publish the
report as it stands, however, I think that it would be appropriate
for this letter to be published also.

17. I am writing separately to Mr Roberts on the Welsh chapter
of the report. I am copying this letter to him, Mr Alexander
Fletcher, Sir James Hamilton and Nr Stuart.

DEREK RAYNER
/,




SCRUTINY OF HM INSPECTORATE OF SCHOOLS

FURTHER COMMENTS

General

14 Scrutiny reports come to me as much for consideration of
the issues raised as "of any wider issues affecting the Civil
Service generally" (para. 1.2).

Ze It is good that the Inspectorate is held in high regard.
This is a tribute to it (1.12(iii)). But the good opinion of
other parts of "the system" is not without danger: the cutting
edge of an inspectorate will be blunted if it becomes simply
another part of a heavily bureaucratised and "professionalised"
system. References to the "fragile balance of HM Inspectorate's
relationship with the education system" (1.14(i)) and its
"intricate network of relationships" with bodies outside the

Department (3.40) stand out rather starkly in the absence of
any comparable reference to parents and their children.

3. The fact that there have been so many reviews in recent
years (1.13) seems to indicate a continuing uncertainty about

the job of the Inspectorate - and an inability to end it. It
certainly does not follow (1.14) that fundamental changes of

role and structure are obviated, since evidence that the
Inspectorate is at present directed and used by the Department
effectively is not provided despite the fact that it accounts

for so large a proportion of its administrative expenditure.
Overall, I have the strong impression that the Inspectorate -

an active and hard-working body of people - is not being directed
to specific targets in a way that it is likely to produce specific
benefits in schools, that the present style of operation includes
too much "bread on the waters" and that its success depends too
much on whether the system chooses to take or leave what is offered




Role

4, The suggested definition in 2.4 excludes the word
"inspect" but includes the phrase "to assess standards and
trends throughout the education system". This begs the
question of who sets and promulgates the standards and the
criteria for acceptable performance against them. I have
the impression that, after a long interval, these questions
are only now being addressed and that, given the history, it
is all very difficult.

9% The use of the word "assess" is also interesting, as
the word implies "valuation". I wonder whether it is simpler
to say, "to monitor trends in and to assess the performance
of the educational system, both generally and particularly,
against national standards"?

6. I agree that if the Minister employs Inspectors, he
should set the policy for inspection and that Inspectors should
report on "the reality of education where it is" (2.6(ii)). Is
this what actually happens? And what is the result? If the
"reality" in particular institutions is bad, does it not follow
that the Inspectors have to devote Some effort to selective
"development work with individual institutions" (2.6(iii)?
Indeed, is not this what they are best qualified by their pre-
vious experience to do?

To I do not follow the argument that it is for the Inspectorate
"as a professional body, to decide how to go about the business

of inspection and what to inspect as the basis for its advice"
(2.8).  Surely it must be for those who foot the bill to make
such decisions. I get the impression from the report that there
has been a long-standing failure on the part of the Department

to do this.

Work

8. The key question here is whether what the Inspectors are
doing is addressed to and is helping with the needs of children




and their schools. I quite understand that part of the work

of inspecting schools "is a broad sampling process" (3.2.)

and can appreciate the "fundamental significance" of the switch
to "national surveys" (3.5.). But it is not obvious to me that
this work has to be done by high-grade Inspectors in your own
employment. Could it not be done by universities or other

" agencies under contract, for example the "National Foundation
for Educational Research" to which I see a fleeting reference

or by the "Schools Council"? If you are going to have Inspectors,
and want to use them selectively to achieve specific targets,
they must not become strangers in the places you want them to
influence.

9% It is difficult to evaluate what the Inspectorate con-
tributes at the centre. Conscious of your warning, I would
not want to diminish the nature and quality of its contribution
to the work of the Department, but I do not get any feel for
just what it is that makes the current level of effort right

and produces an effect on the ground. I am afraid that it is
not self-evident that the current level of Inspectorate activities
is the only way of meeting your essential requirements for policy
advice from professionals or of meeting your irreducible needs
for
information on how the system is working on the
ground

audit
follow-up to help with and assess the response
to policy initiatives.

Local Authorities and establishments

10, In principle, I like the ideas of "dipstick” and "local
authority inspections" (3.5 and 3.13). But I think one needs
to be absolutely clear why one is doing either and, given the
rumbling sounds in respect of the latter, that one can say some-
thing worth hearing. This work should be targeted to where

it will do most good for the customers. Of course, I should
add, that if the Inspectors' commentary were disagreeable to
hear, it would not be taken seriously unless they had enough

3




experience of the authority concerned to justify their assess-
ment.

11, I do not agree with the proposition that Inspectors
should lean over backwards to avoid appearing to pick on an
authority. If they are as well regarded as the report says,
they should be welcome to any sensible authority. Nor do I
agree that the initial choice should be for the Inspectorate
alone (3.14(iv)). There is otherwise little point in sending
the administrators in your Department "state of the nation"
reports on subjects and reports on districts.

129 Given the way in which reponsibility is distributed,

and the logic of numbers, it seems clear that if there is to

be sound quality assurance of educational performance at the
point of delivery, the key people are in the local authorities -
notably heads and inspectors/advisers. This points to a select-
ive use of your Inspectorate, I would imagine, to encourage
individual authorities and establishments to develop the skills
of self-assessment in the light of wider norms. The national
surveys should be helpful here, but they have the limitations
that they are descriptive and do not of themselves set the

basic standards of performance you might want to insist upon.

13. I must say that I find it difficult to assess the import-
ance of the local advisory services. The general effectivenessof
your Inspectorate's development work appears to depend critically
on the quality of coupling between it and the local authority
advisory services. How significant this is I do not kmow.

Does experience suggest that the possession of an advisory
service is indispensable to the provision of good education?

How important is your Inspectorate compared with other develop-
ment and change agents? How much do schools do for themselves?
If it is really the case that the relationship between your
Inspectorate and local advisory services provides an essential
medium for change, it must follow that either the absence or

the poor quality of a local advisory service is a serious




defect. If so, it should presumably be a major goal of policy

to improve the capability of local advisory services to inspect
on their own patch. I understand that their skills are perhaps
at present undesirably concentrated on some aspects of education
at the expense of others. Can one afford not to put a substantial
effort into strengthening this coupling? The selective auditing
of local authorities might help here.

14. More generally, I wondered why it should take an average
of nine months to produce inspection reports and why they were
secret (3.44). I believe that the Inspectors are entitled to
clear instructions on the timeliness of issuing their findings.
Also, I firmly believe that findings should be made public. I
agree with the reference the report makes to "openness". Prompt
feedback to teachers, managers and parents is an essential part
of inspection. I have no doubt that it would greatly stengthen
the hand of the Inspectorate since it should give a clear pract-
icable demonstration to all concerned of the objectivity,
integrity and relevance of its findings.

Publication

15. I do not very much sympathise with the view that a wider
free distribution of publications is needed. I do not believe
that making the Inspectorate more influential is to be achieved
by handing out reports financed by the anonymous taxpayer.

16. Rather, the material ‘will be valued if the intended
readership can see that it is relevant and helpful. Once again,
selectivity is probably the answer. If you are going to con-
centrate on, say, a particular local authority or a particular
issue, or set of related issues (eg the education of "new
Britons"), there could be a place for selective free distribution
as part of an overall scheme of work.

Further/Higher Fducation

17. I am worried by the references to the work of the Further/
Higher Education Inspectors (3.16 - 3.30), which Ifind unconvincing.




The report proposes that some of it should cease (course approval)

and certain comparatively minor but useful operational changes

be made. But could not this large system - with its wide range

of subjects, its paying customers and numerous standard-setting

and examining bodies - be left to regulate itself with a minimum

of intervention by Inspectors? Ministers will obvious need

, some advisers in their own employ, but the case for eighty-plus
full-time Inspectors is difficult to follow.

Size and organisation

18. I do not know whether the report's conclusions are sound.
It seems clear that Ministers need some policy advice; that
some selective auditing and development work is necessary; and
that locally based staff can help with the Department's adminis-
trative work as well as monitoring the system. But to a large
degree, the effectiveness of the Inspectorate appears to be
regarded as imponderable and incalculable. Savings were not
the prime motive for this scrutiny, but there is not enough
evidence in the report to allow one to feel confident about
signing up with this proposition. How much practica 1 differ-
ence does the size of the Inspectorate make to the quality of
education on the ground?

19, At the very least, it would be helpful to have the scope
for economies from the report's recommendations rigorously laid
out, for example the proposed reduction in effort on course
approval. A related issue is the extra support staff suggested.
I find myself pulled in two directions on this. On the one hand,
I deplore the thought that the performence of high-grade people
is being impeded by the lack of appropriate support services.

On the other, I have a strong feeling that much of the work for
which suppor t staff is needed may not be adding value. To take
some different examples, I am not attracted by elaborate record-
keeping although I agree that a standard format for school
visits would be helpful; or by the close monitoring of the work
of Inspectors in the field by Divisional Inspectors; or by the
notion that extra support staff would be justified partly by

the need to minute all divisional committee meetings. I do feel

6




very strongly indeed that, if you are going to maintain a cadre
of good quality people, whose essential job is to influence the
work of schools for the better, you need to keep the bureaucracy
to a minimum.

Rayner
28 hugust 1981




SIR DEREK RAYNER

Scrutiny Programme 1980: Inspection and Audit in
the liinistry of Defence

The Prime MYinister was very grateful for
your minute of 20 August reporting the findings
and recommendations of this mcrutiny, and the
intended action.

She has asked me to say that she considers
the result @f this scrutiny to be excellent.
She is delighted with the choice, execution,
and implementation of the serutiny, and would
like this to be kaown to all those concerned.

I am copying this to jonn Freeman (Ministry
of Defence).

W F S RICKETT

26 August 1981
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PRESENTATION ON 8 SEPTEMBER

M. /T b gty 1 7 BAam oy By Drak
N rtaensrfrnn

dhe I should be glad if we could have a word about two
related aspects of the presentation by Treasury, CSD and
DHSS officials on 8 September to the Prime Minister, some
of her colleagues and Sir Derek Rayner.

e First, 1 fear that the composition of the Treasury/CSD
share of the presentation looks as if it could be rather

bloated. The present intention is, I understand, as follows:

Introduction by Sir A Rawlinson, just a few minutes.

Treasury and CSD overview: Mr J G Littler (Treasury)
and Mr R W L Wilding (CSD), Deputy Secretaries, about
30 minutes in all. (Mr Wilding, incidentally, is
breaking his leave and returning from the depths of
Shropshire for the purpose.)

Treasurx/GSD control in practice: brief presentation

(time so far unspecified) by Mr Prescott, a Treasury
Principal dealing with NHS expenditure; Mr T J Robinson,
a CSD Principal dealing with DHSS and Inland Revenue
manpower; - and Mr B R Morris, a CSD Senior Principal,
dealing with the Service-wide cost-cutting studies,
funtional reviews etc. (Mr Morris, incidentally,
recently returned to CSD after 2 years as a Supply
Principal in the Treasury. He has a good record,
including substantial periods in industry and is a
thoroughly good official. It can be assumed that both
he and Mr Robinson will deal with aspects of the sub-
stantial administrative expenditures for which DHSS is
responsible).




PERSONAL

Financial Management in a Department: Mr G G Hulme,
PFO, DHSS (about 20 minutes).

3 Frankly, I am doubtful whether it is right to ask the

PM to put up with 7 officials talking especially if, as I

: suspect, a large part of the time is spent on describing systems
rather than illustrating their operation. I do not think that
DHSS will fall into this trap. It is not Sir K Stowe's intention
that it should and I gave such guidance as I could at a briefing
of his finance team held in DHSS yesterday. You may like to know,
by the way, that DHSS will aim to supply before the meeting a
summary booklet to show the PM the resources for which DHSS is
responsible and where it goes - "the inputs, the outputs, and

the processes in-between".

4, I think, although you may not agree, that some rational-
isation may be necessary, if only in the interest of providing
time for discussion. I return to this point below.

D Secondly, perhaps I may mention two points about the
logistics. The participanis would find it very helpful if
they could rehearse the presentation together in the place
where it will occur, I think the Cabinet Room. Would this
be possible do you think some time next week? Mr Pattison
will be able to confirm that the last presentation we had

(on the DE/DHSS scrutiny of Benefits for the Unemployed) was
greatly improved by a rehearsal, attended by people from No. 10
acting as a critical audience. Next, although this may have
been raised with you already, is it possible to have an easel
on which to mount flip-charts?

6. Returning now to the question of structure, may I ask
whether you think the PM will put up with 7 speakers on the
trot? If not, my own feeling would be that we might roll the
Treasury and CSD overviews into one, given by Mr Littler on
behalf of both Departments, and that, much as I myself would
regret it, we might reduce the Principal level contributions
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from 3 to 2 by dropping Mr Morris's contribution.

s The best way into this might be for you to have a word
with your opposite numbers in the Treasury and CSD private
offices, ostensibly to find out what is in view but if you
would either like me fo pursue it or to provide a draft private
'secretary letter, I would gladly do so.

8. Whether the medium is a phone call or a letter, I think

it is especially important to get it across to the Treasury and
CSD that the PM does not want a blow-by-blow description of
systems. What she needs is a candid account of the strengths
and weaknesses of financial control and management in government,
at both the strategic and tactical levels as represented by the
higher and middle reaches of the Treasury and CSD. Similarly -
as the DHSS clearly have this on board already - she does not
want a tedious description of what happens in Alexander Fleming
House but a few examples which will shed light on, for example,
policy making and evaluation.

9s I should be grateful for an early word about all this.

}1’

C PRILSTLEY
25 August 1981
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PRIME MINISTER

SCRUTINY PROGRAMME 1980: INSPECTION AND AUDIT IN THE hAr*
MINISTRY OF DEFENCE (? =
w" tLJ
1. This minute advises you of the outcome of the scrutiny af ,ﬂ’”l
—— e — e e
Inspection and Audit in the Ministry of Defence, in which you ¢
asked me to take a particular interest on your behalf. I enclos

a summary of the scrutiny's main findings and recommendations

should you need it.

The Scrutiny's Findings and Recommendations

2. The report concentrates on three of the organisations
responsible for some form of management audit: staff inspection,
internal audit and central management services. The picture
é;inted by the scrutiny is not all black and I know the top
menagement of MOD attaches considerable importance to the correct

deployment and use of resources in this area.

3 The scrutiny report cast doubt on the effectiveness of the

existing arrangements, particularly in the following areas:

Despite a plethora of different types of inspections
(but reporting to different people) the Permanent

Secretary has no single source of advice on what 'audit'
is revealing about the management health of the Ministry.

—

Staff inspection is less effective than imposed "cuts" as
a2 means of controlling manpower numbers; its effect on
grades is uneven and does not prevent "grade drift"; and

rates of implementation have been poor.




On internal audit, effectiveness is hindered by too much

audit of low risk areas and insufficient co-ordination
and direction of effort where it is most needed; insuff-
icient training of auditors; too much detailéa—guidance;
and a lack of capacity to look at functions across the
board.

ey

Whilst central management services appear to perform an

effective role, there is scope for improvement to provide
a better return on effort.

4. The team concluded that an improved system of much more
selective but higggy guality "audit", backed up by better management
information and the placing of greater responsibility for resource
management on %igg_managers through 'staff budgets', should be

achievable by employing fewer staff of better quality. To effect
this a number of detailed changes to methods of working and

organisation were proposed, leading to a possible EO% saving in

posts.

De To promote co-ordination and the development of a more
unified approach to the audit of all resources it was recommended
that the internal audit, central management services and central
manpower audit functions should be brought together, though
remaining as distinctive functions, under a Director General of
Management Audit (DGMA); and that a small nucleus of team leaders
at Principal or equivalent level should be attached to the DGMA
with specific responsibility to mount selective management audits
of the use of all resources in particular areas or of systems of
control, functions and grading standards across the board. The
report recommended against a more "radical option" of replacing the
three separate audit functions with a unified and centrally

directed management audit approach (see also para. 10 below).




Ministers' Decisions

6. Ministers have decided to implement the scrutiny's main

recommendations.

e

T A Director General of Management Audit and a professionally
qualified accountant as his deputy have been appointed. The DGMA's

responsibilities and those of the Deputy Secretaries in the main
management areas of the Department (including their relationship
with the DGMA) will be promulgated. The DGMA will bring forward
within‘é_months worked—up proposals for reform in line with the
scrutiny recommendations. He will report to a Management Audit
Board, chaired by Sir Frank Cooper, which will also oversee imple-

mentation.

8. The new policy and the detailed changes to the way in which

the 'audit' function is carried out will be introduced progressively,
with the aim of achieving full implementation by April 1984. It is
proposed that there should be a comprehensive review of progress in
summer 1983 (but see para. 12 below). Changes in audit philosophy
and method will be worked out with the Treasury, the Exchequer and
Audit Department and the Head of the Government Accountancy Service
(who have expressed some disagreement with the detailed recommenda-—
tions of the scrutiny). Some changes in the guidance given to
auditors across the Civil Service may result from these consultations.

9. There will be an initial target reduction of 10% of April 1981
staff levels (which are already 5% below the 1eve1§r;;isting at the
time of the scrutiny report) for achievement during 1981/82, saving
£0.9m a year. The scope for further staff reductions will be
examined in the course of further work to get the new organisation
going and will take into account the scrutiny report's conclusion
that a 30% reduction of staffing levels should be achievable.

10. Further moves to abandon altogether the three separate internal
audit, management services and staff inspection functions in
favour of a unified and centrally directed management auwdit approach




are not ruled out for the longer term; and in the short term the

R o
Ministry of Defence will be looking to see whe ther the three

functions can be integrated in selected areas. Defence Ministers
agreed with the reﬁgggTEQEﬁectiBn of this more radical option

(at least for the present) because of the size and complexity of
MOD which argue against over-centralisation, and the need to
maintain credible audit arrangements while the new organisation
moves progressively towards the more selective and co-ordinated
approach to audit recommended in the report.

Comment

abals I very much agree that a better guality investment in audit
will produce a better result and that the continuance of the
existing arrangements can hardly be tolerated. TQE_MiniﬁEQL:E;
Defence picked a particularly_gpod subject for scrutiny here. I

am glad therefore that Ministers have decided to implement the
scrutiny's main recommendations.

12. I am generally well content with the action proposed and do
not quarrel with the initial target staff reduction of 10%. I have
offered to Defence Ministers, and they have generally accepted,

a number of suggestions to strengthen and expedite action,
including the following:

the DGMA's annual report to the Defence Council should
contain a section appraising the use made of inspection
and audit staff, whose complement should be considered
in the light of this with a view to reducing numbers
by the 30% recommended;

S ———

the review of progress with the implementation of the new
policy and of audit achievements should be made every
6 months, rather than deferred until summer 1983;

in considering the improvements to the provision of
management information and the scope for introducing
staff budgets the DGMA might have regard to work carried
out for Mr Heseltine in this area;




great emphasis should be placed on improving the quality

and training of auditors and inspectors; £
R

the DGMA should have the right of direct access to the

Permanent Under Secretary of State, and the Management

Audit Board's duties should be clearly specified by

means of an instruction from the Secretary of State; and

consideration should be given to achieving full implemen-—
tation before April 1984.

13. T am glad that the "radical option" is not closed off from
further consideration. I have suggested to Ministers that all

this should be made explicit at the time of the announcement of
their decisions and picked up in the regular progress reviews.

T would regard unification and the 'menagement audit' approach
as the most effective way of ensuring maximum co-ordinated audit
activity, avoiding artificial distinctions in functions and
achieving value for money in administration.

Conclusion

14. I invite you to take note of the scrutiny's findings and
recommendations and the intended action.

1y I am copying this minute to Mr Goodhart, who has Ministerial
responsibility for over-seeing the scrutiny programme in the

Ministry of Defence.

;ZL August 1981




'. MINTSTRY OF DEFENCE

INSPECTION AND AUDIT IN THE MINISTRY OF DEFENCE

This scrutiny was set up to review the organisations which are responsible for
some form of management or systems audit and to recommend where improvements

can be made.

MAGNITUDE/SCOPE OF SCRUTINY

Within MOD there are a number of organisations responsible for some form

of management audit. The scrutiny concentrated on only three of these:
those responsible for staff inspection, internal audit and central management
services. Together these employ about 640 staff at an annual cost of

£9.5 million,

CURRENT SITUATION AND PROBLEMS

Inspectorates of Establishments

The main task of these divisions is staff inspection and complementing of
both civilians and servicemen. Staff inspection is undertaken largely on
a cyclical basis and the basic technique is normally an interview by the

inspector with each post holder.
The scrutiny concluded that the manpower control function is required but:

i. Cyclical staff inspection of complements is not cost-effective

particularly when (as at present) numbers can and are being controlled
by other means and strengths are substantially below complements. By

concentrating on complements staff inspection does not directly
address the problem of matching tasks and available manpower resources.

ii. Staff inspection relies heavily on the subjective judgement of
the inspector; it is also not effective at questioning tasks or making
comparisons of grading standards and functions between different

management areas.

iii. Implementation rates tend to be poor.




*terna] Audit

A centralized Directorate of Internal Audit was established in 1972 with
the aim of replacing the old 'check and tick!' style of audit witn the
new systems approach., Systems audit is not yet operating effectively,

In particular:

(i) Effective systems audit requires an increase in the quality

and expertise of staff.

(jf) There is a need for an improved capability for looking at

functions across the board,

(iii) There istoo much audit of low risk areas and a need for more
planning and co-ordination of audit effort to ensure that it

is directed where the risks to the Department are greatest,

(iv) There are too many compliance checks of doubtful value,

There is too little systems appraisal.

Management Services

The scrutiny concentrated on the central management services division,
although there are a number of other management services/work study teams
dispersed throughout the Department.

The central division performs a generally effective role but there is scope
for improvements, These include more use of multidisciplinary teams with
expertise drawn from elsewhere in MOD or outside; a better information
flow to ensure that the division knows which area is most in need of help;
a right of access (although the division should in general continue to

operate on a consultancy basis); tighter implementation arrangements.,

General

There is too much inspection, some of doubtful value, and inadequate
co-ordination of inspection effort. There is no single

source of advice for the Permanent Secretary and Ministers on what 'audit!
is revealing about the management health of the Department. The weight of
inspection detracts from line management's sense of responsibility for the

economic management of resources,




RECOMMENDATTIONS

A new approach is recommended based on greater trust on line management

and a more co-ordinated and selective audit of their performance, backed

up by better management information.

A number of detailed recommendations are made to improve the effectiveness
of the audit functions and to reduce the weight of inspection to which line

management is subject.

In addition, to improve co-ordination, it is recommended that the internal
andit, central manpower control and manapement services functions should be
brought together under a Director General of Management Audit at Under
Secretary level. Detailed manpower control should remain delegated to the
main management areas of the Department and to help them exercise their

responsibilities for this, they should have their own manpower audit divisions.

POTENTIAL SAVINGS

a. Absolute

(i) The selective approach to audit would suggest a saving
of some 200 staff saving £2.7 million a year, although this
will be partly offset by the need to improve the quality of
the staff.

Proposals to reduce the number of staff based overseas could

save some £140,000 a year in foreign exchange costs.

b. Proportionate
About 30 per cent of staff currently engaged on inspection, audit and

Management Services work.

COST OF SCRUTINY

£9,300.




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

20 August 1981

Geoffrey Finsberg Esq MBE MP
- Department of the Environment

MANAGEMENT

Many thanks for your letter of 14W}ﬁgust and
for keeping me in touch. I look forward to
hearing from you soon after the holiday season.

I am copying this to recipients of yours.

o M’
7,

Defrek Raxfier
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The Lord Cockfield
HY Treasury

//1981 SCRUTINY PROGRAMME: VAT REGISTRATION AND DEREGISTRATION
/ PROCEDURES .

I have read with interest and pleasure the excellent report of
llessrs Tweddle, Wilson and Gregory received on 31 July.  The team
are to_be congratulated on the thoroughness of their work, .their
sensible recommendations and the clarity of their report. I am
accordingly glad to see Sir Douglas Lovelock's initial reaction
that "the recommendations... should make a valuable contribution
to increased efficiency and more economical use of resources"
(his mimute of 4 August).

Procedural and Organisational Recommendations

2. The teams findings in respect of procedures (Chapters 7 - 9)
correspond with those of other scrutinies that have examined
"process work": unnecessarily complicated and detailed forms;
excessive checking; insufficient delegation between HQ and local
offices; too much hierarchy; disproportionate effort in relation
to the benefit; a lack of selectivity in visits; and excessive
nannIing of clients. The team have taken a firm grip of these

roblems_to produce very worthwhile Savings of 169 man years
%£1.2 million) representing 12 per cent of existing staff effort.

In addition, and importantly, the proposals will make the process
of registration and deregistration less onerous and more comprehensible
for business. In this context I was ver{ glad to see the recommen-
dations to streamline, rationalise and clarify forms and, in the

case of VAT 1, a fully worked up alternative form.

3. The procedural recommendations would seem to be_relatively
straightforward and_I hope that you and Customs and Excise senior
management will feel able to accept them with a_view to early
implementation. I note that a number of them will require legisla-
tive change and that if they are to be incorporated in the 1982
Finance Bill they will need to be with Parliamentary Counsel by
December. I hope this will be possible.

4, TFurther savings might be achieved through the more effective
deployment of staff resources (Chapter 10). In the light of the
variations in performance (Annex mﬁ and levels of staff doing

similar work (para. 10.3) the recommendations to carry out staff




inspections and to give more detailed guidance to local management
on comﬁlementi are to be welcomed. I would encourage an early
start here, partly to ensure economy in the use of the large
number of staff that remain following implementation of the
package of reform and partly to ensure that the "man years" of
Savings are converted into "posts'. _

Minimum limits for resistration

9.  The recommendation to introduce minimum turnover limits for
registration and compulsory deregistration is more difficult than
the procedural recommendations. The report is honest however as to
the political difficulties that the Government might encounter in
accepting the recommendations., The small business, farming and
legai lobbies are particularly vociferous. I would encourage you
however to grasp the gglitica nettle. As I understand it, an
essential purpose of ‘the registration threshold is to avoid excessive
effort in relation to the collection of VAT, It strikes me as
inconsistent with that purpose to permit regisiration when it suits
the client at a cost to the genera taxpayer of £3 million a year.
And whilst the proposal cen be said to discriminate against the smail
business, this is not unique to_ VAT. Many of the government grants
to industry and sup%ort for small businesSes are subject to minimum
limits to avoid wasteful administrative effort.

6. Of course there will be distributional effects. The estimated
£40m ne$a§ain to the Exchequer, as a result of VAT repayments no
longer g falls unevenly on the smaller business and on different
types of business (mainly farmers). And now is a difficult time to
be denting the cash flow of business, thouﬁh the dent will be less
then the #40 million given that the cost of su plies including VAT
will be off-settable against income tax. On the otheT Tond It should
be possible to mitigate the effects by other budEetary changes.

You might wish to ask Inland Revenue officials whether there are

ang compensating changes that can be made on the direct taxation
side which do not involve any significant administrative effort.

7. Potential difficulties with the European Commission are not
a reason for rejecting the proposals. The compliance cost of EEC
requirements is something which should be met head on. If at the end

of the day 33% ¥r0posals are not acceptable to the Commission, then

so be it, ee with Sir Douglas Lovelock that the EEC
problem is one of timing and tacticg and that we must make what

play we. can with common sense arguments. As to the tactics, I

am sure that Sir Douglas is riﬁht to argue that notification to the
Commission should proceed simultaneously with legislation (para 16(c)
of his minute of 4 August.)

8& I am at one with the team on the detail of their recommendations

in this area. The 'buffer' between the registration and de-

registration limits seem sensible. And I am glad that the turnover

limit for compu150r¥ deregistration will be phased in gradually to

give business’ (and The Department) time to adjust. I would hope

tﬁat ﬁh%dlimits will be raised in line with c es in the VAT
reshold.




9. I look forward to receiving your response to the report and

an Action Document.

10 T am copying this letter and a copy of the summary report to

the Prime Minister who asked me to take a particular interest in
this scrutiny on her behalf. Copies of the letter only go to
Sir Douglas Lovelock and Mr Tweddle.

/

%
£

,/ ] -t Lie
,/ DEREX RAYNER




THE SCRUTINY PROGRAMME 1981

VAT REGISTRATION AND DEREGISTRATION PROCEDURES

.SUMMARY REPORT

The VAT Register

The control of VAT is based on a register of taxable persons
maintained on a computer in Southend. There are currently

over 1.3 million registered persons. In the calendar year

1980 there were over 170,000 additions to the register and
150,000 cancellations. The work involved with registration

and deregistration procedures and other amendments to registered
particulars involves about 1400 staff at an annual cost of
£13.7 million. The majority of this work is carried out in

the network of 88 local VAT offices (LVOs).

Scope of Scrutiny

The scrutiny has been concerned with examining the scope for
improvements and economies in the maintenance of the register.
We have considered three main areas:

a. the need for a separate VAT register;

b. reducing the size of the register, and

Ch changes to current procedures

Need for a VAT Register

We concluded at an early stage of the scrutiny that it would
not be practical to administer VAT without maintaining a regis—
ter. We consider that the existance of a list of the names

and addresses of taxpayers is a pre-requisite to the effective
control of the collection of VAT. The use, for VAT purposes,

of one of the other registers of businesses maintained by
central Government has been explored. However, the Business
Statistics Office register is based largely on VAT information
and the others (the register of companies and the Inland Revenue
registers of direct taxpayers) do not individually cover the
VAT trader population. We have concluded that it would not

be practicable to use other registers of businesses for the
control of VAT and we make no recommendations to change the
overall structure of the VAT register.




Further options for change which we have considered and rejected
are charging traders for special procedures which increase
official costs, centralising the registration and deregistration
work carried out in LVOg,and the adoption of simplified
registration schemes for small businesses.

Reducing the Size of the Register

About 250,000 businesses are not obliged to be registered
(approx 20% of total) because their turnovers are below £15,000
pa. Overall these traders do not make a positive contribution
to the VAT yield. Although very small businesses generally
receive the minimum of attention from VAT control staff because
of the large numbers they occupy a disproportionate level

of official resources. We have therefore considered how very
small businesses can be removed from the register.

Increasing the VAT registration threshold was considered to

be outside the terms of reference of the scrutiny. The present
threshold of £15,000 pa is the maximum allowed under the EC
agreement on VAT. Previous experience has shown that when

the limit has been increased only about 20% of those eligible
apply for deregistration.

We have concluded that the only way to achieve substantial
savings in the resources required to maintain the VAT register
is to restrict the numbers of traders entitled to be registered.
We recommend this is done by introducing;

a. a minimum turnover limit for new registrations,
and

b. compulsory deregistration of existing registrations
whose turnover falls below a minimum limit.

We have recommended different minimum limits for new and exist-
ing registrations to reduce the number of traders who would
become liable to registration soon after compulsory deregis-
tration.




The choice of minimum limits is a balance between the savings

in official costs and the number of traders involved. We have
put forward three options - minimum turnover limits for compul-
sory deregistration of £6,500, £13,000 and £15,000. Our rec-
ommended option is a minimum limit of £15,000 pa for new
registrations and £13,000 pa for compulsory deregistration.

We estimate that this option would reduce the size of the
register by approximately 200,000 traders and lead to savings

of about 390 staff. The implications for the revenue yield

are difficult to calculate but it is estimated that overall

the traders affected are in a net repayment position. An increase
in the VAT yield of up to £40 million pa might be expected.

To reduce the impact on the trading community and for adminis-
trative convenience we have recommended that compulsory deregis-
tration is implemented gradually, say over two years.

There is likely to be opposition, particularly from the small
trader lobby, to the introduction of & minimum turnover limit
for registration and compulsory deregistration. The main groups
of traders affected would be in agriculture and construction
who, when registered, normally receive repayments of VAT.
Professional bodies such as the Law Society have expressed

their concern about the adverse effect compulsory deregistration
could have on the careers of those Just entering the profession,
Support for the trade view may come from sponsoring Government
Departments. There is also an EC problem to be overcome. The
Bixth Directive on VAT gives all businesses making taxable
supplies, no matter how small, the right to register. The
negotiation of an appropriate derogation may require concessions
to be made in other areas.

Changes to Procedures

Overall we consider the Department is devoting too much effort

to the maintenance of the VAT register. There are too many
special procedures, some of which put the Department to a

great deal of extra work with little apparent benefit. Although
the maintenance of an accurate register is important, we consider
that an excessive amount of checking takes place to ensure

the information is correct. Current procedures mean that a
disproportionate amount of time is spent on deregistration

cases when there is no continuing revenue interest and the

tax outstanding is usually small.




Registration. The number of ommissions and errors made by
traders on the registration form indicate significant completion
difficulties. The Department's efforts to obtain correct details
are resource intensive and delay the registration process.

We have recommended that a simplified registration form is
introduced. This would be written in language that is likely

to be understood by the small traders who form the large ma-
jority of new registrations. We have proposed that less effort
is spent on the registration process by the incorporation

of some of the special procedures into the normal routines,

by eliminating the duplication of checking, and by postponing
some official action until the time of the first visit to

the trader. We consider that visits to traders should only

be made for revenue reasons, eg verification of tax returns,

and that the proposed policy to visit new registrations at

their request should not be implemented.

Changes to Registered Particulars. The problem of maintaining
an accurate register is exacerbated by traders failing to
advise the Department of changes to their registered particu-
lars. The one million bank account details on the register

for VAT repayment purposes cause specific problems. We have
proposed that traders are sent an occasional reminder of their
obligation to notify changes and that only bank account details
of the 350,000 traders receiving regular repayments of VAT

are maintained on the Department's computer files. We have
also proposed that the local offices should be solely respon-
sible for making changes to registered particulars.

Deregistration. The main problems with the cancellation of
registrations are the long timescales involved and the manually
intensive procedures. Traders who have given up their business
have little incentive to finalise their VAT affairs. We consider
that a streamlined procedure making greater use of the avail-
able computer resources will lead to a significant reduction
in effort without reducing the revenue yield. As part of an
overall simplification we have recommended that the separate
manually issued final VAT return is dispensed with and that

the final period of trading is covered by a normal VAT return
issued by the computer. The information that the local office
need for assessment and visit selection purposes would be
produced automatically at the appropriate time.




Organisational Changes.

an carry out more economically
some of the operational work currently performed centrally,
eg finalisation of missing trader action. We have recommended
that such work is delegated. During our visits to the local
offices we observed significant differences in the complementing,
grading and organisation of registration and deregistration
work. We consider there would be
if staff inspection techniques were used to bring the number
and grade of staff into line with the needs of the work. We
also consider that the work could
and have recommended that LVO managers consider setting up
registratian/deregistration teams to deal with all aspects
of the work. In Headquarters we observed that registration

Savings

The intrbduction of a minimum limit for registration of £15,000
and a compulsory deregistration limit of £13,000 would lead
gross savings of 394 staff - 133 posts in Headquarters

offices.

effort would reduce official costs by about £4.1 million pa
(calculated at basic staff costs). The realisation of savings
in Headquarters, may be delayed because of the backlogs of
work created by industrial action. The conversion of man years
effort in the LVOs into posts saved will require a
recomplementing of the work.

Structure of Report

A list of recommendations follows this summary. Our report
consists of eleven chapters. The first four contain background
information about the scrutiny and current procedures. The




broad options for change are considered in Chapter 5 and our
proposals for a minimum limit for registration in Chapter
6. Changes to current procedures are covered in Chapters 7

to 9 and organisational changes in Chapter 10. Further infor-
mation about savings is contained in Chapter 11.




SUMMARY OF RECOMMENDATIONS

Paragraph
Reference

A 'buffer' to be retained between minimum limits for 6.9
registration ang compulsory deregistration,

The UK to propose that the EC Owp Resources limit is
increased to 20,000 EUAs (about £13,000).

Registered persons below £13,000 turnover per annum to be
deregistered compulsorily; new VAT registrations not to be
accepted unless expected annual turnover exceeds £15,000.

The implementation of compulsory deregistration to be
phased over (say) two years.

Local VAT Offices to deal with (say) 100 new compulsory
deregistration cases per month,

The compulsory deregistration procedure to make maximum
use of the VAT computer.

A simplified ang more flexible procedure to be adopted
for compulsory deregistration cases,

be reduced.

Traders notifying for registration to declare the date
from which registration is required on the registration form.

A simplified registration form VAT 1 to be introduced.

No follow-up action to be taken af'ter the routine issue
of 'VAT Packs'.

The central pre and post computer check of computer
input documents to be discontinued.

The LVOs to send documents direct to Computer Division
for input to the computer; computer output to be sent
direct to the LVOs.

Eligible traders to be €éncouraged to apply for exemption
from registration,

Individual acceptance of voluntary registration
conditions to be discontinued

A more restrictive approach to be adopted when granting
applications for voluntary registration.




Voluntary registrations to be granted only to those
traders who will either reclaim or pay VAT above a specified

monetary limit.

Conditions imposed on intending trader registrations to
be incorporated into the VAT Regulations and that individual
acceptance to be discontinued.

The review of intending trader's activities to form
part of the first visit to the trader.

The central manual register of group registrations to be
discontinued.

The Registration Division (VCD) to forward group
registration information to the Business Statistics Office.

Group registration forms to be redesigned for use as
computer input documents.

Belated notification work to be delegated to the LVOs.

The special claim procedure (VAT 421) for stocks and
assets on hand at registration to be discontinued.

All VAT incurred in setting up a new business to be
eligible to be reclaimed on the first VAT return.

Existing businesses to be allowed to reclaim VAT incurred
in connection with the continuing business on the first
VAT return.

Each LVO and major customs port to receive their own
microfiche copies of the national alphabetic and numeric
lists of VAT traders.

Registration visits to traders-to be made only for
revenue reasons.

Traders to be sent an occasional special reminder of the
need to notify changes to their registered particulars.

Bank account details to be held on computer file only
for those traders who regularly receive repayments of
VAT.

The need for a special security system for forms VAT 12
to be reconsidered.

LVOs to be responsible for all amendments to traders'
registered particulars.

The special final return form (VAT 193) to be dispensed
with.

The manual issue of final returns to be discontinued.

Form VAT 35 (Notice of cancellation of registration) to
be simplified.




A leaflet explaining deregistration requirements in
straightforward terms to be produced.

Deregistration computer printouts D526 and D559 to be
combined.

A computer produced Trader Report (D510) to be sent
automatically to LVOs at specified stages in the
deregistration process.

Final returns not to be sent to LVOs.

Deregistration visits to be selected on the basis of
revenue risk and the traders' ability to pay tax due.

The use of form VAT 31 (clearance certificate on
deregistration) to be discontinued.

All missing trader work to be performed by the LVOs.

Urgent attention to be given to undelivered mail
addressed to repayment traders.

LVOs to control and collect tax due from deregistered
barristers.

A firmer policy introduced to deregister compulsorily
traders with turnovers below the registration threshold
who default.

More detailed guidance to be given to local management
on complementing, grading and organisation of
registration and deregistration work.

Staff inspection techniques to be used to improve the
complementing and grading of registration and deregistration
work in LVOs.

LVO management to consider the practicability of setting
up registration/deregistration teams.

Three SEO posts to be withdrawn from Registration
Division (VCD).

In the longer term registration policy and case work to
be dealt with by two Principal headed Branches instead
of the present three,

Certain manually prepared repayments of VAT to be made
locally by Collectors of Customs and Excise.




DEPARTMENT OF THE ENVIRONMENT
2 MARSHAM STREET LONDON SWIP 3EB
01-212 3434

My ref:

Your ref:
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JOINT FCO/PSA REVIEW OF DIPLOMATIC ESTATE MANAGEMENT

You wrote on,ﬁﬁ/auly to Michael Heseltine registering your
interest in the work now being done on the implementation of
the recommendations in the report and, in particular, in the
consideration being given to the views of the independent
members. of the Steering Group on shifting responsibility to
the FCO and to individual Posts. We have also noted
Christopher Soames' interest, expressed in his letter of

1 July.

I have considerable sympathy with these views, but the issues
are proving more complex than first envisaged and we will

" need a little more time before we can see clearly how best
to proceed. Some fairly detailed work is involved, but even
'so I hope that we will be ready to invite further comment
soon after the holiday season.

In Michael Heseltine's absence, and in view of this delay,
I thought I should let you know how matters stand.

I am copying to the recipients of yours and also to Douglas Hurd
at the Foreign and Commonwealth Office.

v B

< ]
TR
GEOFFREY FINSBERG




10 DOWNING STREET

From the Private Secretary 31 Jye{ 1981
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SCRUTINY OF DEPARTMENTAL RUNNING COSTS

Thank you for your letter of 21 July.

The Prime Minister is grateful to your
Secretary of State for agreeing to give her a
presentation on the control of running costs
in his Department.

On the timing of the meeting, I understand
that Caroline Stephens has spoken to your office,
and arranged for it to be held at 1600 on
Tuesday 27 October.

W. F. 8. RICKET)

Jeff Channing, Esq.,
Department of/ﬁ;é Environment.




Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400

The Rt Hon Michael Heseltine NP

Secretary of State for the Environment

2 Marsham Street

IONDON SW1P 3EB 31 July 1981

RS

JOINT FCO/PSA REVIEW OF DIPIOMATIC ESTATE

I have seen a copy of Derek Rayner's letter to you of 14 July.

I too found the ideas for improved management consciousness put
forward by the independent members of the Steering Group
persuasive. In the special circumstances of the widely scattered
diplomatic estate overseas, there must be a strong case for the
maximvm degree of delegated authority, so long as headquarters
have effective means for checking that such authority is being
exercised in a proper and economical way.

S0 I am glad that Peter Carrington and you have commissioned a
study of the pros and cons of the Pearce/Smith proposals and I
would also welcome an opportunity to see the Report when it has
been completed.

I am copying this letter to the recipients of yours.







CABINET OFFICE
70 Whitchall, London swia 2as  Telephoneo1- 233 8550

27 July 1981

John Gilbert Esgq
Private Secretary to
Timothy Raison Esq MP
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SCRUTINY PROGRAMME 1980:  REVIEW OF B4 DIVISION

Sir Derek Rayner is out of the office until 10 August. I am writing
therefore to acknowledﬁe your Minister's letter of 24”July which
Sir Derek will see on his return. ‘ \

)

T have been in touch with the Home Secretary's Private Office with
a suggested amendment to the Parliamentary Question as follows:

Third sentence, final paragraph: "Whilst the report's
Tecommendations and subsequent review have hel%ed to speed
up the processing of individual applications, I regret that
for as long as the number of applications continues at its
gresent high level, and arrears increase, it is unlikely that
here will be any imgrovement in overall waiting times 1n
er the position is likely to deteriorate"

the near future; rat

I would be grateful if gou could let me have for our files a copy of
the PQ as it is answered.

I am copying this to Mike Pattison at Number 10.

.?LHIS (u&rﬁ

Fd M

D R ALLEN




STAFF _: IN CONFIDENCE

10 DOWNING STREET

THE PRIME MINISTER

Personal Minute

No. M fO/B'/

MINISTERS IN CHARGE OF DEPARTMENTS

THE EFFICIENCY OF CENTRAL GOVERNMENT

The purpose of this minute is to inform Ministers in charge
of Departments of the arrangements now to be made in connection
witn Sir Derek Rayner's assignment.

Sir Derek Rayner has been helping us for Jjust over two years,
combining his work in Whitehall with his duties at Marks and Spencer.
He nas .asked, and I have agreed, that he should now spend less time
in Whitehall so as to spend more in Baker Street.

The unit of my staff which has supported Sir Derek Rayner will
continue to do so. It will however be strengthened by the appoint-
ment as its official head of Mr. J, S. Cassels, at present the
Director of the Manpower Services Commission, on promotion to Second
Permanent Secretary. I hope to announce Mr. Cassels' appointment
early next week. j

Sir Derek Rayner will continue to be available to advise
Ministers both generally (for example on the scrutiny of administrative
overheads) and individually. I encourage Ministers to seek his help
on departmental and other matters as the need arises. He will continue
to provide overall leadership for the scrutiny programme and for
further Government-wide reviews on the pattern of those of statistical
services, supporting services for research and development and
administrative forms.

STAFF : IN CONFIDENCE

!
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STAFF : IN CONFIDENCE

The remit I have given to Mr. Cassels is as follows:

(i) The scrutiny programme: to help secure the implementation

of completed scrutinies; to co-ordinate the current and
future programmes; to co-operate with departments, includ-
ing the central departments, in drawing out any lessons of
wider application; and to assist Sir Derek Rayner as
required.

Government-wide reviews: to assist Sir Derek Rayner as

required.

Lasting reforms: to contribute to work already in progress

(e.g. on repayment for allied services); to contribute to
progress with and action on matters lying variously with the
central departments and Sir Derek Rayner's unit (e.g. the
development of financial responsibility and accountability
in line management, equipping financial and resource
managers with appropriate training and experience and
ensuring that systems of financial and resource management
are in all major respects well designed and run in support
of Ministers).

Civil Service and administrative matters more generally:

to provide advice and assistance as required.

I have asked Mr. Cassels to devote a substantial part of his
time to helping to bring to fruition work on lasting reforms,

Mr, Cassels will carry out his assignment in consultation and

co-operation with Departments, He will need to extend his knowledge
of their work and I should be grateful if Ministers and their senior
officials would give him the access and the help he may need.

I am sending copies of this minute to Sir Ian Bancroft,
Sir Douglas Wass, Sir Robert Armstrong, Sir Derek Rayner and Mr. Cassels.

ros
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QUEEN ANNE'S GATE
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Thank you for ybur letter of 9th July.

The probable increases in waiting times are very worrying. But
in view of the urgent need to exercise economies in staffing we can
see no alternative. B4 Division has, over the last two years,
repeatedly examined its procedures. Bul each wrelaxation of the
standards of examination of applications, with hopes of a consequent
reduction in waiting time, has been offset by the increases in
applications. Overall arrears of work are still increasing and,
given this background, we cen see little prospect of any reduction
in waiting times and have therefore thought it right to spell out
the likely position by the end of 1982. '

There are some areas of the processing where we can be optimisti
The introduction of the "first come, first served" scheme has speeded
up consideration of provincial cases, and as a result, despite
increasing delays in the initial stages, the overall time taken foxr
naturalisation cases has not increased in the last few months. The
Metropolitan Police scheme for waiving personal interviews is going
well and the results of the first four months show almost a 505
reduction in average enquiry time. This could eventually have a
significant effect on the lengthy delay in london cases. Bub, in
view of the present high rate of intake and the arrears of cases
awaiting first inspection and enquiry, not much effect in the
short-term. :

The use of retired policeme n would only be of help in these
cases where enquiries are necessary, and we are looking at the
long-term possibility of employing them on registration enauiries in
the London area; as I mentioned to you in my letter of 24st May. IBuk
the time taken on enquiries is not the most pressing mabtter at presen:
because we can see gradual improvement there. The most important
task is to try and reduce the time taken to process work in the
Division or at least tc stop the time increasinz. But whilst the
intake continues at its present high level and arrears increase the
outlook is less then promising. ]

(TTMOTHY RAISON

Sir Derek Rayner
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W Rickett Esq.

10 Downing Street
LONDON
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CONTROL OF EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

Thank you for your letter of 14 July. The Chancellor is
content to arrange a presentation on this subject for Tuesday,
8 September, beginning at 1500 hours, in the form suggested

in your letter. The Treasury will coordinate arrangements
among the officials who will conduct the presentation. I
understand that the time available for the complete
presentation will be about 1% hours.

I am copying this letter to Jim Buckley (Lord President's
Office), Don Brereton (DHSS), Terry Mathews (Chief
Secretary’'s Office), Clive Priestley (Sir Derek Rayner's
Office), and David Wright (Cabinet Office).

ams sm'cwc‘lj
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A.J. WIGGINS
Private Secretary
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22 July 1981

THE EFFICIENCY OF CENTRAL GOVERNMENT

Your letter of 17 July to Jim Buckley invited the Lord President's
comments on the draft minute from the Prime Minister to Ministers

in charge of Departments, announcing the appointment of Mr Cassels
to the 2nd Permanent Secretary post in the Rayner Unit.

While the Lord President is content with the draft minute, Sir Tan
Bancroft has one slight drafting change to suggest. His office
will be letting you have this direct.

Copies of this letter go to John Wiggins (Treasury), David Wright
(Cabinet Office) and Clive Priestley (Derek Rayner's Unit).
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E G M CHAPLIN
Private Secretary
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2 MARSHAM STREET
LONDON SWI1P 3EB

My ref:

Your ref:

2 ( July 1981

SCRUTINY OF DEPARTMENTAL RUNNING COSTS

.

Thank you for your letter of 14 y to
David Edmonds.

My Secretary of State would be delighted to
lead a presentation to the Prime Minister

on the control of running costs in his
Department. We will organise something along
the lines the Prime Minister has suggested -
involving the Permanent Secretary and one

or two key officials from different levels

in the hierarchy, and bringing in Mr Joubert,
our Rayner study officer.

As to timing, it would be more convenient for
us to go for a time of Monday 21 September

or the afternoon of Wednesday 23 September,
Perhaps Caroline could talk to Sue here about
a time?

Yo ww
J P CHANNING :7
Private Secretary

Willie Rickett Esq




SENIOR STAFF - IN CONFIDENCE

10 DOWNING STREET

From the Principal Private Secretary : 17 July.-1981

bl

The Efficiency of Central Government

As the Lord President knows, although Derek Rayner will
continue to be available to Ministers and their departments,
he now wishes to spend rather less time in Whitehall than
formerly.

On the Prime Minister's instructions I spoke to the Lord
President yesterday about her intention to strengthen the support
available to Derek Rayner by appointing John Cassels, who is at
present Director of the Manpower Services Commission, to be the
official head of the Rayner unit. Cassels will be promoted to
Second Permanent Secretary.

The Prime Minister now wishes to move quickly to inform
Ministers generally of the new arrangements and also to announce
them publicly. T enclose the draft of a minute which the Prime
Minister proposes to circulate next week for this purpose. Before
she does so, however, she would like to know whether the Lord
President is content with it. She would similarly be glad of
any comments the Chancellor of the Exchequer may have; and I am
accordingly sending a copy of this minute and of the draft to
John Wiggins.

A Copies also go to Jeremy Colman (Civil Service Department),
David Wright (Cabinet Office) and Clive Priestley (Derek Rayner's

unit).
Teo v
K Wb,

Jim Buckley, Esq.,
Lord President's Office,

' SENIOR STAFF —~ IN CONFIDENCE
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DRAFT MINUTE FROM THE PRIME MINISTER TO MINISTERS IN CHARGE
OI' DEPARTMENTS

THE EFFICIENCY OF CENTRAL GOVERNMENT

The purpose of this minute is to inform Ministers in charge
of Departments of the arrangements now to be made in connection
with Sir Derek Rayner's assignment.

Sir Derek Rayner has been helping us for just over two years,.
combining his work in Whitehall with his duties at Marks and Spencer.
He has asked, and I have agreed, that he should now spend less time
in Whitehall so as to spend more in Baker Street.

The unit of my staff which has supported Sir Derek Rayner
will continue to do so. It will however be strengthened by the
appointment as its official head of Mr, J.S. Cassels, at present
the Director of the Manpower Services Commission, on promotion
to Second Permanent Secretary.

Sir Derek Rayner will continue to be available to advise
Ministers both generally (for example on the scrutiny of
administrative overheads) and individually. I encourage Ministers
to seek his help on departmental and other matters as the need
arises. He will continue to provide overall leadership for the
scrutiny programme and for further Government-wide reviews on the
pattern of those of statistical services, supporting services for
research and development and administrative forms.

The remit I have given to Mr. Cassels is as follows:

(1) The scrutiny programme: to help secure the implementation

of completed scrutinies; to co-ordinate the current and
future programmes; to co-operate with departments,
including the central departments, in drawing out any
lessons of wider application; and to assist Sir Derek
Rayner as required.

/(2)




Government-wide reviews: to assist Sir Derek Rayner

as required.

Lasting reforms: +to contribute to work already in

progress (e.g. on repayment for allied services); to
co-ordinate progress with and action on matters lying
variously with the central departments and Sir Derek
Rayner's unit (e.g. the development of financial
responsibility and accountability in line management,
equipping financial and resource managers with appropriate
training and experience and ensuring that systems of
financial and resource management are in all major
respects well designed and run in support of Ministers).

(4) Civil Service and administrative matters more generally:

to provide advice and assistance as required.

I have asked Mr. Cassels to devote a substantial part of his
time to helping to bring to fruition work on lasting reforms.

Mr. Cassels will carry out his assignment in consultation
and co-operation with Departments. He will need to extend his
knowledge of their work and I should be grateful if Ministers
and their senior officials would give him the access and the help

he may need.

I am sending copies of this minute to Sir Ian Bancroft,
Sir Douglas Wass, Sir Robert Armstrong, Sir Derek Rayner and
Mr. Cassels.




CONFIDENTIAL

Mr RICKETT

SCRUTINY OF DEPARTMENTAL RUNNING COSTS

Ls Thank you for my blind copy of yourletter of 14 July
to Mr Edmonds (DOE).

2 I do not know whether it is intended that Sir Derek
Rayner should attend the proposed presentation on 16 September.
If it is, I am sorry to say that he will be abroad at that
time. However, should it be agreeable, he would be glad for
me to represent him.

3. I should be grateful if you would kindly keep me or
in my absence on leave (22 July - 17 August) Mr Allen in
touch with developments. Whether or not this unit is
represented on 16 September, we should be glad to brief for
the occasion.

4, Incidentally, if DOE resists the idea of including
Mr Joubert, I think you should lean on the Department quite
hard. Mr Allen is thoroughly au fait with these matters
and will very gladly give you such help as you might need.

1

Luayie \\"a....

NN G
C PRIESTLEY %L—Q J:c)c,w
16 July 1981 4 {ﬁn (Lo
=3 2y
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CONTROL OF EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

A Thank you for my copy of your letter of 1%/July to
Mr Wiggins.

Re Sir Derek Rayner should be free to join the Prime
Minister for the presentation on Tuesday 8 September.

< We shall aim to brief beforehand.

4. You may like to know that I intend to be away on
leave from next Tuesday or Wednesday until 17 August. In
my absence, Mr Beesley (233 5029) will take references on
this subject.

=

C PRIESTLEY
16 July 1981




10 DOWNING STREET

From the Private Secretary y 14 July,1981

Control of Expenditufe: Departmental Responsibilities

The Prime Minister was grateful for the comments made by
the Chancellor of the Exchequer, the Lord President of the Council
and Sir Derek Rayner in response to her request for advice on the
staffing of the central departments (my letter to you of 21 May).

The Prime Minister takes the point and welcomes the fact that
there is a lot going on. She also notes that there is something
of a chicken and egg problem here in that providing training and
experience for the staff of central and other departments depends
on analysing what is meant by "financial management' in government
and the skills of which it consists, both generally and in relation
to particular departmental activities.

The Prime Minister believes that prompt action to deliver the
changes required will be essential and she agrees with the
Chancellor's reference to the possible need to bring in help from
outside, whether in defining what has to be done to up-grade financial
management or to help with the up-grading itself. For example, she
would envisage that it might be necessary as a start to mount a crash
programme, through the Civil Service College and training institutes
outside government, to train people in the disciplines of good
financial and resource management,

The Prime Minister has said that she would find it helpful to
receive a presentation on these matters during September when some
of the thinking and analysis already in hand are further advanced.
She would like such a presentation to cover:-

/_

An over-view

CONFIDERTIAL




An over-view, perhaps by senior Treasury and CSD officials,
of what we are doing and trying to achieve in relation to
financial control and management.

What Treasury and CSD control means in practice now and
would mean in future (brief presentations by Principals from

the Treasury and CSD).

A presentation on the financial management and control
system in a large department: the Prime Minister has
suggested that the Principal Finance Officer of the DHSS
might accept this task.

The Prime Minister would be grateful if the Chancellor or
the Chief Secretary would set in hand arrangements for such a
presentation, in consultation with the Lord President, the Secretary
of State for Social Services and Sir Derek Rayner. A possible date
for this presentation would be 1500 hrs on Tuesday, 8 September.
The Prime Minister would, of course, like the Chancellor, the Lord
President, the Chief Secretary, ,Mr Jenkin and Sir Derek Rayner
to accompany her on this occasion if they are free to do so.

I am copying this letter to Jim Buckley (Lord President's Office),
Don Brereton (DHSS), Terry Mathews (Chief Secretary's Office)
Clive Priestley (Sir Derek Rayner's Office), and David Wright (Cabinet

Office).

yWe k. 5. RICKETT

A J Wiggins, Esq
HM Treasury
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/¢ July 1981

The Rt Hon Michael Heseltine MP

s
2T
A Wb,
JOINT FCO/PSA REVIEW OF DIPLOMATIC ESTATE MANAGEMENT

Thank you for your letter of 22 June forwarding the Steering
Group's report on arrangements for manzﬁing the Diplomatic
Estate overseas. I am Sorry to have taken a little while to

reply.

PSA Supplies

2% I am glad that you and Peter Carrin%ton are able to
agree to the recommendation that the FCO should pay direct
for PSA Supplies Services and that the necessary detailed
changes are now being worked up with a view to implementation
next year. I am glad also that for the future there will be
greater emphasis on local purchase.

Study of FCO "asset awareness"

3. Responding to the specific question which ¥ﬂu But to

me, I agree that my recommendation, following on ‘the PRS report,
that there should be a specific study of ways of improvin% CO
awareness of the value of the assets in thelr charge has been
overtaken by events. Given the comgleted FCO/PSA review and

the further work that is in hand I do not see that an additional
and separate study would add value to the debate. This is
because the way to %roviding for improved management conscious-
ness %s already contained in Chapter 9 of the Steering Group's:
report. :

Excessive centralisation

4, The independent members of the Steering Group, Mr_ Pearce
and Mr Smith, offer in Chapter 9 a persuasive and sensible
package of reform to achieve %reater cost-consciousness through
shifting responsibility for the diplomatic estate to the FCO




and making each Post overseas a local cost centre. 1 am sorry
that the Steering Group as a whole felt unable {0 go along
with these proposals. "For whilst the Steering Grou¥‘s
recommendations, operating within the constraints of the
existing system, will go Some way towards improving cost-
consciousness and cost- resgonsivengss, with increased dele-
gation of responsibility, they continue to rest on what I see
as a weak foundation of” excessive centralisation.

B For an estate as diffuse as the overseas estate (involv-

in% on the PSA Vote 300 offices, 1280 owned staff homes and

600 long-lease staff homes; and on the FCO Vote 1500 short-

lease staff homes and 182 miscellaneous accommodation, dis-

tributed across 132 countries and 231 Posts) I would have

thought detailed management from the centre an imﬁgssible

task. The recently completed Joubert scrutin¥ of
0=y

E (Central)
running costs, on which I have just written ou, shows that
within a Home department, whose spending divisions are not
separated by oceans and continents, effective financial and
resource control requires a cost centre apﬁroach to management.
?essrs gegfce and Smith sum up this well when they say

pare.r 832)s

"Local problems are best dealt with locally and
increased delegation and responsibility makes the
delegatee more cost-conscious",

6. In any organisation the Headquarters role should be
restricted to the formulation of strategy (including the
fixing of total budgets and allocations within the whole)
and assuring itself that delegated management responsibility
is beln% carried out effectively. There is no reason why
those at the centre should be more cost-conscious and cost-
responsive than the outposts as lonﬁ as the latter have a
clearly defined framework and a tightly controlled budget in
which to manage. Indeed, cost-conSciousness is sharpened
ghentﬁhose €83ponsible for defining the need are accountable
or the cost.

Hie The cost_centre approach would clearly sit uncomfort-
ably if the Headquarters remained as at present,with PSA
retaining its_accountability to Parliament for the money
spent on the diplomatic estate. Lines of accountability and
r83ponsibilitg would be more confused than at present. "It
seems right therefore that FCO should take over from PSA
full responsibility for the estate, with the costs borne on
its Vote. To the extent that the in-house professional
expertise currentlg residing in PSA's DEM(S is needed after
the changeover either FCO could pay PSA for the services
provided or the professionals could move into the FCO.

Value of assets

8. As to the costs of which management should be conscious
the value of owned assets must come intothe account. Otherwise




the "free ﬁood” mentality will persist with the investments

on which the owner sits completely forgotten. I am completely
at one therefore with paras, 9.12"and 5.13 and am glad that
the Steering Group as a whole were able to accept this need
for asset valuation if only for property (para. 10.7) and

that details of such a Sys¥em are now being worked out., The
Steering Group are however right to note that "regular valuations
would be of limited value witﬁﬁut a changed attitude in many
Posts which ....... have little incentive to urge change".
That incentive would be provided if the 'cost centre' approach
were adopted.

Next steps

sk In the light of the above, I am very glad that you
have called for a report on the pros and cons of the Pearce/
Smith proposals, I should be very interested to see that
report would be grateful for an opportunity to comment.

As you know, I am in complete_ agreement with you on the need
for PSA's estatemanagement role in reigect of the UK Civil
Estate. But I believe the ar nts_that are so powerful
there become extremely thin wﬁen applied to the very different
and special circumstances of the varied and diffuse diplomatic
estate overseas. ‘

I am copying this letter to recipients of yours.
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ANNOUNCEMENT OF RAYNER SCRUTINIES 1981

Sir Derek Rayner is to appear before the Treasury
and .Civil Service Sub-Committee on Wednesday. He
has given them a list of this year's Rayner
scrutinies. This has not yet been made known to
MPs generally., Past announcements have been in
response to PQs, but there has not been a PQ on

the subject since Mr Richard Shepherd's on

16 January, when this year's programme, apart

from the first three topics, had not been settled.

To forestall possible criticism, the Minister
of State may wish to arrange a Question for writter
answer on Wednesday. A suggested Question and
Answer are attached.

63 e

P G F DAVIS
13 JULY 1981
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.' CIVIL GERVICE DEPARTIENT WEDRESDAY 15 JOLY 1887

To ask the Ninister for the Civil Service what scrutinies in
government departments are being carried out with the help of

Sir Derek Rayner.

MR BARNEY HAYHOE
In addition to the studies previously announced, Departments are

carrying out the following scrutinies under the guidance of
Sir Derek Rayner. Other topics may be chosen later.

Department Topic

Home Office The Forensic Science Service¥

Foreign and Commonwealth The generation and transmission of
.0ffice (including information

Overseas Development Al
Administration) The use made of Diplomatic Service

personnel overseas

Chancellor of the
Exchequer's Departments

HM Treasury - The Treasury's role in :promoting
efficient sysiems of financial
control in Departments

Typing and secretarial services*

Board of Inland Revenue PAYE files and their contents

Repayment procedures in the claims
and PAYE sections of tax divisions o

The administration of Schedule D tax £

* Already in progress
£ Completed




Department

Topic

HM Custioms and Excise

Depariment for National
Savings

Department of Industry

Procedures for dealing with and
amending VAT registrationsand
deregistirations*

The eriteria for providing Custioms
facilities and the basis on which
any charges for attendance should
be made*

Post Office errors*

Operating procedures#*

The organisation and staffing for
determining the allocation of
financial support for research,
development and technology sponsored
by the Department* 3

Paymaster—General's
Office

Declarations of entitlement for
public service pensioners

Civil Service Department

The delegation of authority to
other departments¥*

Department of Employment
Group =

Department of Employment

Manpower Services
Commission

Health and Safety
Commission

Work permits administration*

Procedures relating to sponsor
employers taking part in Special
Programmes*

Approval testing and certification
of products under the 1974 Health
and Safety at Work Act*

Ministry of Defence

Defence Sales

Financial management and control*
Defence telecommunications

Group passenger travel¥

Dissemination of information

* Already in progress
# Completed




Depariment

Topic

Ministry of Agriculture,
Fisheries and Food

Fisheries research and the work of
the Torry research siation

Departiment of the
Environment

Control of administrative costs in
DOE ceniral and scope for local
cost centres #

Property Services Agency

Cuslody service provided to depari-
ments having no such capability of
their own /

Scottish 0ffice

Fisheries research

Welsh Office

.

Procedures for processing compulsory
purchase orders and other orders/
appeals *

Department of Health
and Social Services

Administrative implications of
'final relevant year' provision
for pensions¥*

Handling of Casework in DHSS
headquarters*

Department of Trade

®

‘Handling of routine prosecutions

by the Solicitor's Department*

ﬁepartment of Energy

International work*

Department of Education
and Science

Victoria and Albert and Sc;ence
Museums

Department of Transport

Winter maintenance of motorways and
trunk roads¥

* Already in progress

/£ Completed




Sir Derek Hayner 1s &lso co-ordinating Government-wide reviews of
(a) the supporting services provided to research and development
and allied scientific work; (b) administrative forms. The
following Departments are participating in these reviews :

Supporting services provided to research and development

and allied scientific work

Home Office
Foreign and Commonwealth Office (&medwdins Overseas
Development Administration)

Department of Industry
Civil Service Department (co-ordination)
- Ministry of Defence
Ministry of Agriculture, Fisheries and Food
Department of the Environment
Scottish Office
Department of Transport

Administrative Forms

Home Office

Board of Inland Revenue

HM Customs and Excise

Civil Service Department (co-ordination)
Department of Employment

Ministry of Agriculture, Fisheries and Food
Department of the Environment

Property Services Agency

Department of Health and Social Security
Department of Transport

FP 1 DIVISION
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FINANCIAL MANAGEMENT

There are three main strands to work on this subject.
(a) The case studies on internal audit and financial

control being set up in MAFF and DOI;

the departmental scrutiny on running costs, and your

wish to call in a Minister and his Permanent Secretary,
T ——————————————
to discuss this, with the help of management
i s
consultants;
ﬁ‘\

the work on defining departmental responsibilities,

and improving the expertise and staffing of central
departments,

No decisions are needed at this stage on how to handle the

follow-up to the case studies on internal audit and financial
control, You will want to see the reports first.

The attached minutes from Sir Derek Rayner deal with the
next steps on the scrutiny of running costs and on the

responsibilities of the centra epartments. Sir Derek's minute

- at A makes suggestions for the handling of the meeting
P ]
you wish to hold with a Minister and his Permanent Secretary on the
scrutiny of running costs. The Department of the Environment is

the natural candidate since the Department have in faect carried
[ ———— ]
out an examination of their control of running costs. The
results of this are reported in Sir Derek's minute at C. It shows

significant weaknesses in the financial control of the Department's

running costs, but also proposes corrective action. He puts

forward strong reasons for not employing management consultants
at this stage; not least thé_zbst of doing so. (The Cooper and
Lybrand team of 5 doing the MAFT study on internal audit are
charging £1,120.;;} day). He volunteers to be present himself

instead. He suggests that you choose one department rather than
ﬁ

two, and he gives DOE and DHSS as his candidates.

/ - at B suggests




- at B suggests that you should be given a presentation on
the objectives of financial control by the central departments;

the strategy for achieving these objectives; and what expenditure
and manpower divisions in the Treasury and CSD actually do. Sir
Derek attaches more importance to this meeting than the one on

the scrutiny of running costs. He feels it would help
concentrate the minds of the central departments, as well as

. bring you up-to-date. He suggests that the_ageting take the

form of an over-view presented by senior officials from Treasury,

——— ¢
and perhaps the CSD, followed by explanations by Principals from
the CSD and Treasury of what they actually do. He also suggests
that you might, as an optional extra, ask the Finance Officer of

a large department to explain what the financial management

function looks like in his department. In my view, you should
not include this option. The meeting should concentrate on the

central departments. e

(a) to a presentation on the central departments proposed

by Sir Derek Rayner, but not including the optional
H
. extra of asking a Finance Officer of a laq@i

m_)'}" \,fvl' o department to take part in the presentation?
s
o/ L

vz

e
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(b) to a meeting with the Ministers and the Permanent
Secretary of the Department of the Environment on
the scrutiny of running costs, on the basis proposed
by Sir Derek?

Bkt s el eat - Jie. dadid s Sdbiasburs
Ppsn € g

WILLIAM RICKETT

10 July 1981




CONFIDENTIAL

PRIME MINISTER

SCRUPINY OF DEPARTMENTAL RUNNING COSTS oy
|

-
To supplement my minute of 8 July, you may like to
have the attached copy letter to the Secretary of State for
the Environment.

2 The letter is self-explanatory. It deals with the
report of the scrutiny by Mr Joubert, assisted by Mr Derwent
and Messrs Peat, Marwick, Mitchell & Co. of the control of
running costs in DOE (Central). I agree with Mr Joubert's
analysis and with his proposals for reform (which are not
without cost).

3. Peat, Marwick, Mitchell & Co (who put 12 "man days"

into the scrutiny) endorse the team's report. They consider
that there are "significant weaknesses in the financial control
of the departmental running costs under consideration",
especially in relation to planning; comparing performance
with plan; explaining the difference; and corrective action.
A copy of their comments, which make very interesting reading,
is embodied in the team's report.

4, I shall be reporting to you more formally later as
this scrutiny was one in which you asked me to take a part-
icular interest on your behalf, but I should say now that it
confirms the advice contained in my minute of 8 July.

rek Rayner
July 19381

Enc: Copy letter to Mr Heseltine
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The Rt Hon Michael Heseltine MP

M /1

981 SCRUTINY PROGRAMME: RUNNING COSTS IN DOE(Central)

1 I have read with great interest the Joubert/Derwent
report, received on 18 June. The Examining Officers are to
be congratulated on the excellence apnd thoroughness of their
work and for producing a very readable and convincing report.

2 Their findings bear out the worries that led you to
commission the study, following the annual scrutiny of running
costs; and their intelliﬁent recommendations provide the basis
for overcoming the more glaring deficiencies of the present
system, for the lastigg reform of management practice in your

- Department and for read-across to other Departments. I hope
you will give the total package your endorsement.

The scrutiny's findings

S Part I of the report is a disturbing insight into_the
current estimating, monitoring and control procedures. I am
sure however that what is described is not unique to the DOE.
It confirms the picture that has been emerging from the scrutin-
ieS in many Departments, namelg a lack of cost-consciousness
and cost-responsiveness down the management line.

4, The description of the present system (Chapters 2 and 3)
points to a generally "easy" a osghere surroundinﬁ the manage-
ment of expenditure on the Administration Vote. This is exempli-
fied by the following:

- The Establishments Division with responsibility
for the Administration Vote (MAN4) tends to_accept
without question the sEendi divisions' submissions
for the coming year's Estimates. It also has the
habit of "enhancing" the total of the bids received
to produce an undeclared contingency fund. This
enables it to @dopt & relaxed and unguestioning
attitude towards any extra bids arising in the




spending divisions in the course of the year to P
meet excesses or unbudgeted expenditure (Section 2.3).

Spending divisions frequently decide their Estimates
bids on the basis of what was spent last year with
an undeclared addition for their own %uess of what
inflation might be and a tendency to build in for
contingencies (paragraph 2.4.1).

Monitorinﬁtof experditure in the spending divisions
0

is ver¥ en limited to the half-yearly report to
MAN4A of their spend and forecast outturh, and any
sense of a control function in the divisions is

more or less non-existent as they en%o the relaxed
atmosphere of "estimates easily gran eg and excesses
easily met" (paragraphs 2.4.2 and 2.4.3).

There is a substantial and consistent under-spendi

of the non-salary elements of the Administration Vote
(12-14% on average over the last 3 years, rising to
20% or more on particular items (Section 3.3).

5.  MAgainst this background of easy money and inadequate
monltorin% it is not surprising that in spending divisions the
general attitude towards administrative costs iS one of "no

need to bother" (paragraph 3.4.3). I was struck by the Examining
Officers' findings that such a lack of interest becomes even
more apparent where other parts of the Department are responsible
for providing the services and bearing the costs (eg stationery
division) and is most obvious, extendingalso to the central
control divisions, where another department is providing the
Services free, on "allied service" terms. Giventhat about half
the department's running costs are borne on other departments’
Votes = in particular accommodation services - and a further
significant proportion of sgending divisions' costs are met by
other service divisions in the department, there is the potential
fo;lwaste and inefficiency in the use of resources on a large
scale.

Recommendations for change

6‘
two stage package
which

The Examining Officers have very Sensibl¥ drawn up a
of reform, to provide for tauter administration,

(a) enables you to get quickly after the more obvious
weaknesses in present arrangements (Section 4):

(b) in the slightly longer term radically reshapes
existing arrangements” to create a system with its roots
firmly established at the level where resources are
consumed (Part II). -




Vs Of the interim changes proposed for immediate implement-
ation (Section 4) I would place most emphasis on getting after
the "uncomfortable muddle'" of undeclared contingencies (which

is providing for so much slack in the s¥stem). putting estimates
submissions on a consistent and well defined price baSis and
creating a greater awareness of costs in the Spending divisions
through more_regular monitorin§ of performance against profiles
and the involvement of Heads of spending divisions.

8. I would advise that in addition the controlling power

+ of the budgetshould be restored by requiring substantial cuts
in the non-salary element of the DOE Central Administration
Vote, One approach might be to_take outthe average under-
spend on each sub-head over the last 3 years plus an additional
amount (say 5-10%) to take into account the fact that spending
divisions have been operating in an "estimates easily granted
and excesses easily met" atmosphere. Whilst this might seem
very crude I believe it will gﬁovide the necessary budgetary
foundation on which to build the proposed new System o
"responsibility accounting".

9% The interim measures are emergency first aid only, of
course. A lasting cure calls for the Part II Br%gosals for

a system of “responsibilitg accounting" throug e establish-
ment of 'cost centres'. The essence of sound management pract-
ice is to place accountability with_ those who are responsible
for defining need. The more removed from the work-face are
those who draw up, monitor amicontrol budgets, the more hit and
miss will be the management process and the more one will
operate a System of "management by surprise". There is nothing
more salutary than the manager having to bid for and justi£¥
the resources in his charge. Otherwise the manager's attitude
is to regard his activities as without cost.

10. I a%ree wholeheartedly with the need to allocate costs

according to consumption and’ thus, as recommended in the report
(Section 7), to allocate out the costs of the service divisions.
This will provide for a business dialogue between the supplying
and consuming divisions to ensure efficiency and economy in the
operations of both. In the case of accommodation services, it
will provide essential support to the planned move 1o repayment
in g thecost—consciousness and -responsiveness message down
the management line.

11. The recommended participative approach to budgeting,
invaving the Heads of cost centres, the Heads of directorates
and central finance unit and the various service divisions is
absolutely right. There is no single level at which the manage-
ment responsibility can reside, whilst management can and
should be delegated no single Eﬁrticipant in the chain can
abdicate his responsibility t it is crucial that the involve-
ment of those up the management chain and at the centre of the
department is seen to be active if the awareness of costs
created by the establishment of cost centres amd a management
information systemis tobe translated into responsiveness to costs.




1.2 The recommendations_relating to rewards, penalties and
training (Section 3.5) will helg 10 influence attitudes. It

will be important also however to provide "induction courses"
for cost centre managers and their superiors on how to make

the cost centre approach work, These courses need not be too
elaborate. They might concentrate on clarifying responsibilities
and the sorts of questions to be applied to the cost information
so as to get after cost-effectiveness.

A=35 The recommended triennal review (Section 6.2) - described
as a mini—Rainer review of the cost centre - will be an import-
ant part of the process by which the central finance unit
assures itself of the quality of management. I am glad to see
that this process willqbe launched through an intenSive initial
review to ensure that the proposed financial control system gets
off on the right foot. But I wonder whether it is neccessary
for this to operate in tandem with implementation of the new
system, as recommended, which will mean that it will not be
completed until 1984. Given the report's message - over-
provision of administrative expenditure - you might wish to
consider initiating a crash programme of reviews in the spend-
ing divisions, These would sit comfortably with the recommended
interim budget Eroposals could complement any across the board
cuts (paragraph 8 above) and could only be helpful in preparing
the way to cost centre budgeting.

14. I would suggest only two refinements to the proposed
system of control.  First,” that key cost ratios/performance
indicators should be defined to asSist cost centre managers

to %udge their efficiency in the use of resources. Second,

that the administrative co$ts be coded to enable an attribution
of costs to the functions and PES programmes which they sugport -
this need not be over-precise. Such an attribution of costs
could help in getting after the policies that lie behind the
costs of administration.

Implementation

15. The Examiniﬁﬁ Officers have set a brisk programme for

implementation, with the ground work for the new system being
completed bﬁ October 1982. I applaud this if it is feasible.
But if in the event implementation were to take a little longer,
it would not worry me too much as long as the inteTim proposals
for change were ¥ut in place quickly and the timetable for
implemeniation of the more ra&ical reforms was clearly stated.
The important thing is to get the system reasonably right so
that what might be regarded by sugporters as teething problems
cannot be used by other to discredit the objectives.

165 It is certainly right to set up an implementation unit

to take this importan¥ study forward.” You might consider aski
Mr Joubert to head it up, if he is free, thus ensuring continuiiy
of expertise and enthusiasm.




Read across

i The report offers substantial scope for read-across to
other departments. In the light of the Scrutiny's findings,
which I think should be made available to Minisiers more
generally when the right time comes, I am sure that there
would be great value in a Government-wide scrutiny of the
methods o controllin% runnin% costs in departments. In
effect each department would be asked to appoint an examining
officer to review its main running cost areas; to assess paSt

 estimating performance and methods; _to identify value for
money improvements; and to recommend improved accountability
arrangements.

18. The examining officer would be encouraged to build upon
the Joubert/Derwent proposals and on other work currentlE&Being
organised from the centre in this area eg the review of

support services, travel and substistence budgets and, of
course, the anmial scrutiny of running costs exercise itself.

193 Meanwhilea{ou might consider leadinghthe way on such
read-across by calling PSA to undertake such a scrutiny. If
{0@ were to do so, I would be very happy to include it in
his year's scrutiny programme.

20, I am copying this letter to Mr Moseley and Mr Joubert.
When I know your response to the report, we shall need to

aﬁgee on a report to the Prime Minister, as this was one of
this year's scrutinies in which she asked me to take a part-
icular interest on her behalf.

R

AR

4

De Rayner
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CABINET OFFICE fc
70 Whitehall, London swia 2as  Telephone o1- 233 8224
9 July 1981

Timothy Raison Esq MP
Home Office

A
/ /
oA

/SCRUTINY OF B4 DIVISION

AP

I have seen Andrew Jackson's letter of 8 July to Clive Priestley
and the draft Answer, which I find disturbing.

The increased level of application is dramatic, but I do wonder
whether it is unavoidable for "waiting time" to increase. The
existing times, 25 and 13 months, are already frightening. To
announce that they are likely to go up to 28, and then to 36,
months and 24 months respectively, has a ring of despair.

Is it impossible to find further ways and means of accelerati
the process? What will be the effect of the "first come, firs
served" change, for example? And is it out of the question to
%ﬁetfthg cost of some retired policemen, possibly by raising

e feef S

I am copyinéjjﬁ%a to the Prime Minister.
/

‘/p--vr




From: THE PRIVATE SECRETARY
HONEE OFFICE
QUEEN ANNE'S GATE LONDON SWiH AT

8 July 1981
I Ve Patdis

THE SCRUTINY PROGRAMME 198: REVIEW OF B4 DIVISION

The Home Secretary will shortly be placing copies of the
"report in the Parliamentary Libraries, together with a note
describing the action taken on the recommendations. I enclose for
your information a copy of this note, and a copy of the Answer the
Home Secretary proposes to give to a Parliamentary Question which
is to be arranged, for answer probably Jjust before the Recess.

I am sending a copy of this to Mike Pattison (No. 10) who
will recall that Sir Derek Rayner minuted the Prime Minister
about this Scrutiny on 28 May.

(A P JACKSON)

¢ Priestley Esq




PARLIAMENTARY QUESTION FOR WRiTTEN ANSWER ON

To ask the Secretary of State for the Home Department whether he will publish the
report of the departmental scrutiny under the guidance of Sir Derek Rayner into the
handling of applications for citizenship of the United Kingdom and Colonies, and
whether he will make a statement.

DRAFT REPLY

‘I have arranged for copies of the report to be placed in the Libraries of both
Houses, together with a note of the action taken as a result of the report.

The report made a number of detailed recommendations. A large proportion have
been implemented or agreed. Others are still being pursued. BEvery effort is being
made, in the spirit of the report, to improve and simplify further the procedures
followed in the processing of applications for citizenship.

The report concluded that in general fhe existing procedures were
necessary and operating with due regard for economy in manpower; +that the Nationality
Division was likely to continue to face the receipt of applications at a higher level
than current staff levels could absorb; and that the alternatives appeared to be the
provision of additional staff or the acceptance of longer delays.

The number of applications for citizenship increased from about 32,500 in 1977
to about 50,500 in 1980, The number of applications in the first five months of 1981
was about 37,000, compared with about 22,500 in the corresponding period in 1980.

The Government must have regard to the overriding need to contain public
expenditure, which among other things means limiting the size and the cost of the
Civil Service. It will not be possible at present to provide additional
staff to the extent necessary to reduce the present lengthy delays. I regret

"that it is unlikely that there will be any improvement in waiting times in
the near future; rather, they are likely to increase. The average time taken to
complete consideration of an application for the naturalisation or discretionary
registration of an adult is now 25 months. It is likely to be 28 months by the end
of this year, and may be 3 years by the end of 1982. Other applications for
registration now take 13 months and ga%?ggF2 years by the end of 1982.




ACTION TAKEN ON THE RECOMMENDATIONS IN THE RAYNER REVIEY OF

THE NATTIONALITY DIVISION OF THE HOME OFFICE

Recommandation

1. The Division should be located
with the rest of the Immigration and
Nationality Department (IND ) in Iunar
House.

2. Scientific Advisory Branch's
proposals for a feasibility study for
a model to predict work levels and
arrears should be pursued.*

3. A radical review of existing
application forms and explanatory
memoranda (including the scope for a
multi-purpose form) should be under-
Consultation with O & M
should begin as soon as possible.

taken.*

4. The divisional handbook of instructions
on registration work and digest on
naturalisation procedures should be brought
up to date as soon as possible.

5. The existing range of stock letters
should be reviewed.*

6. A 'policy support group'! should be
created reporting to one of the two
Principals.

7. No purpose will be served in extending
naturalisation and registration procedures
to include the issue of a passport.

8. The scope for limited overtime to deal
with particular bottlenecks should be
reviewed in the autumn.

%
!

Action taken

Agreed by the Home Office. Implemen-
tation being discussed with the
Property Services Agency.

kgreed.

Agreed. Work has begun and will
be completed by commencement of
new legislation.

Agreed. A group has been set up
which is at present engaged on
preparing for the implementation
of the new legislation,

Agreed.

Agreed. Some limited overtime has
been worked.
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9. Central Training Branch should be
associated with the review of training
which will be necessary in the context
of the new legislation and the scope for
refresher as well as induction training
should be considered.¥ ;

10. The ﬁossihility of creating a training
group should be kept under review.

11. The scope for transfers within the IND
as a part of carecr planning should be

pursued.

12, The present worksheets are making an
important contribution to monitoring the
effects of the new organisation but the scone
for taking them less comprehensive should be
kept under review.

13. Continuous attention by senior and middle
management to the management of casework is
required.

+ 14. The need to strengthen the clerical
resources in the general enaguiries, transit

and certificate and oaths sections and in the
registration groups should be kept under
review.

15. The long~term need for a transit section
should be kept under review.

 Agreed. The training requirementg,
will be identified by the new policy
group (see recommendation 6) and CTB
consulted on implementation.

Agreed. The present training arrange-
ments involve live cases and the
result can be very similar to a
training group. A training group
could be created as and when the
number of people joining the division
Justifies the arrangement.

This has been and ie being done. A
continuing commitment.

Agreed.

Agreed.
the complement to enable the General

Six posts have been added to

Enquiries section to be strengthened.
The need elsewhere will be kept under
review but no further manpower can be
allocated at present.

Agreed, but noted that this recommenda-
tion largely depends on move to Iunar
House (see recommendation 1),
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16. More decisions in casework should be
devolved from Principal to SEO level.

17. The development by Scientific Advisory Pilot study completed.
Branch of 'tactical tools' to assist
casework should continue. i
18. The integration of naturalisation and Agreed. Integration to be put in hand
registration work should be extended to EO by commencement of new legislation.
level as early as practicable. Comparable '

work should be extended to immigration

officers at the mame time.

19. The extension-of naturalisation and
reglstratien work tq ‘GO_level should:.awalt
the new legislation.*

20. The special section dealing with
naturalisation arrears should relieve the
Group HEOs of further arrears in due course.

21. Revised instructions on polygamous Implemented.
marriages should be issued as soon as
possible.

22. Comprehensive instructions on minors Implemented.
applications should be issued as soon as
possible.

23. The scope for reducing N40O checks by Agreed.
EOs should be kept under review.

24. The requirement to advertise should be Implemented.
dropped.*

25. AI less detailed scrutiny of business Agreed. The Metropolitan Police have
activities should be tested. been asked to try this out.

26. The effect of waiving personal interviews Agreed. The Metropolitan Police have
when the police consider them unnecessary been asked to try this out.
should be tested.
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27. A1l certificates should be signed at
EO level.

28. Power should be teken for the oath of
allegiancé to be provided as a preliminary
to the issue of a certificate of citizenship.

29. A preliminary non-returnable fee should
be introduced. ;

30, Power should be teken in the new legisla-
tion to charge fees for ancillary services and
for copies of certificates issued under earlier
legislation,

31. The current level of fees should be charged
if an applicant himself delays progress on his
application for more than 12 montha.

32. The annual naturalisation index should be
made available to Embassies and High
Commissioners! Offices on repayment. The
provision of informaticn about individual
grants should then be dropped.

33. The annual Command Paper of naturalisation
and registration tablea should be dropped in
favour of publication by way of inclusion in
the Statistical Department's periodiec bulletina,

34, The JADPU feasibility study for the
retrieval of records by computer (and its
possible contribution to workload
predictions) should be pursued.

o

Agreed. It is intended that
Regulations under the new legislation

should remove the existing necessity
for some certificates to be signed at
a level not below Assistant Secretary

Agreed. The British Nationality Bill
contains the necessary provision.

Still under consideration.

The British Nationality Bill contains
the necessary provision.

Still under consideration.

Still under consideration.

Agreed. The feasibility study has
now been completed and approved. A
full study to design the new sysiem
is in train.

The recormendations marked with an asterisk were intended to be implemented in the
context of the new legislation rather than in relation to existing arrangements.

* Home Office

June 1981
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CONFIDENTIAL

PRIME MINISTER

CONTROL OF EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

You asked the Chancellor of the Exchequer and the
Lord President for advice on the staffing of the Treasury
and CSD so as to equip them for their role in promoting
_and monitoring "the best possible control systems in
" departments”. You also asked for my views.

Fe The Chancellor's and Lord President's offices replied
to Mr Rickett on 12 and 16 June. My previous minute to you
of 19 May and my letter to the Chancellor of 10 June are
also relevant.

3. I am very reluctant to burden you with any more paper
on this subject, so I shall keep this short.

T T
4, The Treasury and the CSD are now hard at work inventing
the wheel of "financial management", the former I think with

some enthusiagm and the latter I suspect with rather less.
e e

D' There is indeed a lot of effort involved here. It .
ranges from Mr Russell Barrati's scrutiny of the Treasury
expenditure divisions' role in promoting departmental
efficiency; through the attempt to define "financial
management" in government (on which the Treasury is leading);
to the Coopers and Lybrand case study in MAFF. But there is
a certain vagueness about the timetable for change. As far
as the centre is concerned, the work in hand is going to need
pulling together, with vigour and determination, to produce a
pay-off in terms of:

(1) ensuring that the Treasury expenditure and
the CSD manpower divisions have the skill,
knowledge and experience to satisfy themselves
that spending departments can cope with their
various "businesses'" economically andsuccess-
fully; and




CONFIDENTIAL

ensuring that departments are properly staffed
and equipped (notably in terms of information
and appraisal systems) to do their financial

and resource management work economically etc.

TS I think that it would greatly help you (and the central

Ministers) to receive a presentation on ~
——

ﬁ
(1) the strategy for central control as it is

now developing; ——

(2) the particular objectives in which it should
be expressed;

(3) what the expenditure division staff actually
do now and what they should do in future;

and perhaps
(4) what the financial management function looks
like in a department.

it This would have the advantage of bringing you up to
date in a vivid way; enabling you to comment directly to
those concerned; and wonderfully concentrating the central
departments' minds. If you were attracted by this, I suggest
that:

(1) and (2) might be undertaken by a senior Treasury
official, say Sir D Wass, Sir A Rawlinson
or Mr Littler;

(3) might be done by the Treasury and CSD expenditure
and manpower Principals responsible for, say,
DHSS or another department; and

- which is an optional extra - might be done by
the Principal Finance Officer of DHSS or the
other department.
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8. In case you like this idea, I suggest the draft letter
to the Chancellor's office attached.

9. If you do not, I suggest that the draft should continue
after the third paragraph:

"The Prime Minister would be grateful if she could

be informed by mid-September of the progress being
made with the various exercises now in hand and with
their translation into practical policies for change."

—

8 July 1981

Enc: Draft letter to Chancellor's private secretary




CONFIDENT.I"IAL‘

PRIME MINISTER

ASPECTS OF FINANCIAL MANAGEMENT

Case studies of financial control and internal audit in MAFF
and DOI

I am grateful for your request that my unit should
join with Mr Wolfson and the Treasury in considering with
MAFF and Coopers and Lybrand the latter's analysis of the
Department's planning and control systems and their conclusion
and recommendations.

R I think it would be helpful if the same were done
in the case of the Department of Industry study coming along
later.

Scrutiny of departmental running costs

3. Your wish to examine with two Ministers the outcome
of the scrutinies for their Departments should encourage those
who care about good menagement and, on the Admiral Byng
principle, some others too. There is certainly no reason for
complacency.

4, However, I have some anxiety about a fresh management
consultancy. Consultants would have to‘spend time boning up

on the Departments concerned. There might be some hassle about
this, including the question of who was going to employ and pay
them, especially if they were thought to be appearing, so to
speak, "for the prosecution". (The Cooper and Lybrand team of
5 in MAFF are charging £1,120 a day.)

Ds I say a "fresh" consultancy because management consult-
ants have been involved this year and it should be possible to
build on the contribution they have already made. Mr Heseltine
went forward from his survey of running costs to a scrutiny

of their estimation, monitoring and control, including the
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possibility of establishing local cost centres. This has been
carried out by one of his Economic Advisers, Mr C J P Joubert,
in consultation with Messrs Peat, Marwick, Mitchell & Co. The
report is now available and looks very promising.

6. May I therefore suggest a different approach? I
believe that, guided by the purposes of the running costs
scrutiny, the "test" questions which were set out in my
original letter to the Home Secretary of February 1980 and
by the outcome of the DOE scrutiny, you would get a lot of
value out of a meeting if you were to ask the Minister and
Permanent Secretary concerned:

3><; - what plans they make for controlling running
costs; R P

i

how they compare actual performance with the
plan;

how they find out the reasons for any difference
between the plan and actual performance; and

- what happens as a result. /k/

Ts You might find it particularly helpful if the platform
for this was a presentation to you by the Department/s, includ-
ing two or three officials at key levels in the hierarchy, eg:

;%~ - the Permanent Secretary;
= his Establishment Officer;

- the "line" manager of a large or small cost
centre, eg the head of an R&D establishment
or the manager of a local office. >£

8. If this approach suited the purpose you had in mind,
I should be glad to brief beforehand and, if it would help,
be present to join in the discussion.
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93 Whether or not the "presentation" route is acceptable,
there is the question of how many and which Department/s. s

—

10. - It might be much more manageable to begin with one
Department and perhaps go on to a second later. Not the least
advantage of this would be that it would help in deciding
whether there was a further part for management consultants

to play.

11. Possible departmental candidates are set out in the
Annex. One is obviously DOE, where Mr Heseltine has been a
trail-blazer. I think that DHSS (Social Security) would be
another good choice.

124 If you like this approach, I suggest that my staff
should work up the details in consultation with Mr Rickett,
the Treasury, CSD and the department of your choice.

//Z

ek Rayner
4 July 1981

Enc: Iist of possible departments




ANNEX

POSSIBLE DEPARTMENTS: Total estimated expendi ture 1980-81
(including pension and gratuity liability and equivalent market
rents) (1)

Dept Average staff £m Cost per employee
numbers £000

Home 0ffice(?) 36,190 633 17,497
prss(3) 96,400 1132 11, 746

Inland Revemue (%) 77,990 763 9,784

Customs & Excise(4) 27, 085 321 11, 864

Environment(s)
(excl. PSA)

Fco(6) 16, 745 281 16,765
Notes

(1) Source:  Anmual scrutiny of departmental running costs,
January 1981, Annex C.

(2) If the Home Office was included, attention might focus
on either Central Services (6,660 staff, £73.5m wages
and administrative expenditure estimated for 1981-82)
or the Prison Department (26,200 staff, £425.5m). But
the Prime Minister might prefer to select a Minister
other than the Home Secretary for the purpose.

If the DHSS was included, attention might focus on
Social Security (94,000 staff, £895m wages and admin-
istrative expenditure estimated for 1981-82). The
Permanent Secretary responsible for this expenditure
is Sir Geoffrey Otton, not Sir Kemneth Stowe.

The Inland Revenue and Customs & Excise are also
"big systems" departments., Either would be an acceptable
alternative to DHSS. The Ministerial lead would be for
the Chancellor or one of his Ministers, but the Revenue
might be left off, given the trouble it is having over the
pay dispute.

1




Mr Heseltine has taken a close personal interest in

the running of his department. The latest manifestations
of this are (1) his combination of his "Ministerail
information system" (MINIS) with the annual public
expenditure survey of manpower and (2) his current
scrutiny of the control of overhead costs. (The
scrutiny is being undertaken by a good Economic Adviser,
Mr C Joubert, who might be included in the presentation.)

FCO is however a rather unusual department and the
Prime Minister might prefer to select another Minister
for this purpose.
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John Wiggins Isq
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CONTROL OF EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

The Prime Minister was grateful for the comments
made by the Chancellor of the Exchequer, the Lord President
of the Gouncll and Sir Derek Rayner in responsg to her
request for advice.on the stafflng of the central departments
(my letter to you of 21 May)., 74

/
/!

i
/

The Prime Minister takes the point and welcomes the
fact that there is a lo i e also notes that

there is something of &/ chicken egg problem here in

that providing training and expeylience for the staff of
central and other departments dépends on analysing what

is meant by "financial management" in government and the

deliver the changes rvequired will be essential and she
agrees with the Chancellor's reference to the possible
need to bring in'help from outside, whether in defining
what has to be done toup-grade financial management or to
help with the up-grading itself. For example, she would
envisage that it might be necessary as a start to mount a

crash programme, through the Civil Service College and




training institutes outside government, to train people
|
in the disciplines of good financial and resource/ menage-

/
ment. 74

(Gro 30 Nai i)

The Prime Minister/would find it help to receive
Fean bty

a presentation on these matters §during

eerdy—emrtumr-when some of the thinking

already in hand are further advanced.

such a presentatlon to cover:
pesnips oy S/ Trtamman, i U8 NHusls

- An overview of what we
to achieve in relation/to financial control

and management.

What Treasury and C3D control means in practice

now and would mean/in future (brlef presentations
h?ﬁwmw ?wm D

om-g - < T—ta )-

&Mmmwn

= fingncial management and control97inﬂ~
" . ?
in a [department: fre Pwae MnAd by Wn"n‘"‘“w
R/ Rty thv Mo DHSS nas
ek “hne  Prividpad thver g o .

The Prime Minister would be grateful if the Chancellor
Sbtbﬂv&ﬂna CYPPIY (| *“Ai“v N
or the Chief Secretary /would i

nn.ﬁbuudu1 Shie
,1n consultation with the Lord President, whichewe® ./

Y o denartmen cemS—arPropriete—for

&l alal=N= a_nd

VI R W
Sir Derek Rayner. Shc’wghld of course like the Chancellor,
the Lorxd President1 the Chief Secretary, the Minister and

Sir Derek Rayner tﬁ accompany her on this occasion if they

f/
are free to do so.




I am copying this 1etﬁﬁﬁvto Jim B?%&£%¥ i gk )
(Lord President's office),/Terry Mathews (Chief Secretary's

office), David Wright (Cabinet Office) Clive Priestley
(Sir Derek Rayner's office).

W F S Rickett




CONFIDENTIAL

Mr RICKETT

ASPECTS OF FINANCIAL MANAGEMENT

1. We had a word yesterday, and you also spoke to Mr Whitmore,
about the PM's idea of quizzing one or two departments on their
running costs with the help of management consultants.

2. In the light of our conversation, and of subsequent
exchanges with Mr Pestell of CSD, I have drafted the attached
minute from Sir Derek Rayner to the PM. Before I put it in
frontof him for consideration, I should be glad to know whether
it makes sense from your point of view. Perhaps we could have
a word tomorrow about this so that I can get it to him, or some-
thing like it, before the weekend. :

3. The lists of departments annexed to the minute reflects
my discussion with Mr Pestell but I have not exposed him, or to
the Treasury, the section of the draft minute following the side-
heading, "The overall strategy for financial management".

s e

C PRIESTLEY
2 July 1981

Enc: Draft mimute plus annex
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CONFIDENTIAL

PRIME MINISTER

ASPECTS OF FINANCIAL MANAGEMENT

‘ Case studies of financial control and internal audit in
MAFF and DOI

I am grateful for your request that my unit should
join with Mr Wolfson and the Treasury in considering with
MAFF and Coopers and Lybrand the latter's analysis of the
Department's planning and control systems and their conclusions

and recommendations.

o I think it would be helpful if the same were done

"in the case of the Department of Industry study coming along

later.

Scrutiny of departmental running costs

3. Your wish to examine with two Ministers the outcome
of the scrutinies for their Departments should encourage those
who care about good management and, on the Admiral Byng
principle, some otherstoo. There is certainly no reason for

complacency here.

4, However, I have some anxiety about a fresh management
consultancy here. Consultants would have to spend some time
boning up on the Departmeny@ concerned.  They might be Some

hassle about this, including the question of who was going to
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employ and pay them, especially if they were thought to be

appearing, so to speak, "for the prosecution".

Os I say a "fresh" consultancy because management consult-
ants have already been involved this year and it should be
‘possible to build on the contribution they have already made.

Mr Heseltine went forward from his survey of running costs to

a Scrutiny of their estimation, monitoring and control, including
the possibility of establishing local cost centres. This has
been carried out By one of his Economic Advisey, Mr C J P Joubert,
in consulation with Messrs Peat, Marwick, Mitchell & Co. The

report is now available and looks very promising.

6. May I therefore suggest a different approach? I

‘believe that, guided by the purposes of the running costs
scrutiny, the "fest" questions which were set out in my original
letter to the Home Secretary of February 1980 and by the outcome
of the DOE scrutiny, you would get a lot of value out of a
meeting if you were to ask the Minister and Permanent Secretary

concerned:

- What plans they make for controlling running

costs;

How they compare actual performance with the

plan;

How they find out the reasons for any difference

between the plan and actual performance; and




CONFIDENTIAL

What happens as a result.

e You might find it particularly helpful if the platform
for this was a presentation to you by the Department/s, including

two or three officials at key levels in the hierarchy, eg:
the Permanent Secretary;

his Establishment Officer;

the "line" manager of a large or small cost
centfe, eg the head an R&D establishment or

the manager of a local office.

[

8. Lf “thas épproach suited the purpose you had in mind,

I should be glad to brief beforehand and, if it would help,
be present to join in the discussion.

the
9% Whether or not(“presentation" route is acceptable,
there is the question of which Department/s. My feeling is
that it would be more manageable to begin with one Department
and perhaps go on to a second later. Not the least advantage
of this would be that it would Help in deciding whether there
was a further part for management consultants to play. Possible
departmental candidates are set out in the Annex. One is
obviously DOE, where Mr Heseltine has been a trail-blazer. I think
that DHSS (Social Security) would be another good choice.
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The overall strategy for financial management

10. Although important, control of running costs is only
one aspect of your strategy for financial management. You
might find it helpful to have the various parts of the

Strategy displayed to you. The other bit of tactics to which
such an approach might be relevant is the staffing of the
Treasury and CSD on which you have recently asked for advice.
(The Chancellor's and Lord President's offices replied to

Mr Rickett on 12 and 16 June; my previous minute to you of

19 May and my letter to the Chancellor of 10 June are also

relevant.) ok

ae
.

11. The point is that a lot of work is in progress. It
includes the Chief Secretary's scrutiny of the Treasury
Expenditure Divisions' role in promoting departmental
efficiency; the attempt the Treasury and I are making to
define "financial management" in government, especially with
regard to the skills needed by financial managers; and the
case studies in MAFF and DOI. But all this work will be
of limited value unless the centre makes it pay off in terms
of ensuring that:

(1) the expenditure and manpower divisions in the
Treasury and CSD respectively have what it
takes to satisfy themselves that spending
departments can run their various policies,
programmes and operations economically and
sucessfully without constantly breathing down

their necks; and
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(2) departiments are for their part properly staffed
and equipped for that purpose.

17 If you were to give some of your time to departmental
;Tunning costs, may I suggest that it should be in the context
of a slightly wider presentation,{éither on the same occasion

or near to it?}

13. This would have the advantage of bringing you up to

date in a vivid waf; enabling you to comment directly to those
concerned; and concentrating the central departments' thinking.
If you were attraﬁted by this, I would.suggest an agenda some-
thing like this:

(1) STRATEGY: for financial management as it is

developing now, identifying the progress

made (notably cash as the basis for planning
as well as of control) and the objectives to

be achieved: Sir Douglas Wass or one of his

surbordinates (10 mimites).

Some of the TACTICS:

(a) What the expenditure and manpower divisions

actually do now: the Treasury and CSD

Principals responsible for the policy and
administrative expenditures of a particular

department (10 minutes each).
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What a department does to control its

running costs: a Permanent Secretary,
his Establishment Officer and a line

manager (30 minutes in all).
(3) General discussion

14. Depending on the amount of time you could spare, an
optional extra might be an explanation of how the financial
management function works in a department. This might be
done by the Principal Finance Officer of the department giving

the "running cos;S" display.

15. If you like this approach, I suggest that my staff
should work up the details in consultation with Mr Rickett,

the Treasury, CSD and the department of your choice.

Derek Rayner

Enc: Tist of possible departments
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POSSIBLE DEPARTMENTS: Total estimated expendi ture 1980-81
(including pension and gratuity liability and equivalent market
rents) (1)

Dept Average staff £n Cost per employee
numbers £000

Home Office(?) 36,190 633 17,497

pss(3) 96,400 1132 11,746
Inland Reverme (4’ 77, 990 763 9, 784
Customs & Excise 4 27. 085 321 11, 864

Environment(5)
(excl. PSA)

Fco(6) 4 16,745 281 16,765
Notes :

(1) Source:  Annual scrutiny of departmental rumning costs,
January 1981, Annex C.

(2) If the Home Office was included, attention might focus
on either Central Services (6,660 staff, £73.5m wages
and administrative expenditure estimated for 1981-82)
or the Prison Department (26,200 staff, £425.5m). But
the Prime Minister might prefer to select a Minister
other than the Home Secretary for the purpose.

If the DHSS was included, attention might focus on
Social Security (94,000 staff, £895m wages and admin-
istrative expenditure estimated for 1981-82). The
Permanent Secretary responsible for this expenditure
is Sir Geoffrey Otton, not Sir Kenneth Stowe.

The Inland Revenue and Customs & Excise are also
"big systems" departments. Either would be an acceptable
alternative to DHSS. The Ministerial lead would be for
the Chancellor or one of his Ministers, but the Revenue
might be left off, given the trouble it is having over the
pay dispute.

1




Mr Heseltine has taken a close personal interest in

the running of his department. The latest manifestations
of this are (1) his combination of his "Ministerail
information system" (MINIS) with the annual public
expenditure survey of manpower and (2) his current
scrutiny of the control of overhead costs. (The
scrutiny is being undertaken by a good Economic Adviser,
Mr C Joubert, who might be included in the presentation.)

FCO is however a rather unusual department and the
Prime Minister might prefer to select another Minister
for this purpose.
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CABINET OFFICE
70 Whitehall, London swia 2as  Telephone 01- 233 8550

1 July 1981

J F Halliday Esq

Private Secretary to the
Secretary of State for the
Home Department

W

PROGRESS WITH THE IMPLEMENTATION OF THE 1979
"RAYNER PROJECTS'" AND THE 1980 SCRUTINY
PROGRAMME

The Prime Minister has asked that Sir Derek
Rayner's latest progrﬂss report (enclosed)
should be circulated to Ministers in charge
of Departments.

am copglng this and the enclosure to the

Prlvate ecretaries of all Ministers in
charge of Departments.

\
OV
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CHANCELLOR OF THE EXCHEQUER

Control of Expenditure: Departméntal Responsibilities

1% I understand that, in lieu of a Cabinet discussion,
you would like written comments on the memorandum

. i
attached to your and Christopher Soames' Note, C(81)26.

21 I fully support the aim of improving efficiency in
the Public Service, and a memorandum setting out the
respective roles of the central and spending Departmeﬁts
is a sensible step in this direction. But I share the
reservations already expressed by some of our colleagues.

3. As C(81)26 notes, the main emphasis in recent
years has been on decentralisation and on departmental
responsibility for finance, manpower and efficiency. This
has been reinforced by the cash limit System and it is
important that spending Departments should continue to
refine their control systems in order to be able to live
with cash planning. But this trend, to which I attach
importance, as I am sure you do, is difficult to reconcile
with closer invigilation and prescription by the central
Departments, For this reason, Part B of the memorandum,
read in conjunction with Part A, looks too much like an
attempt to get the best of both worlds. I share the view
of other colleagues in spending Departments that the
result may well be confusion rather than clarification.
And we really must be very chary of further increasing the
burden on finance divisions. .In practice, the system will
rely - in the future as in the past - on the reality of
cooperation between central and spending Departments, which
/is rightly




is rightly emphasised in Part C of the memorandum. But
I feel that this would be helped if some of the flavour
of the covering Note, for example the third sentence of
‘paragraph 7, could be injected into the memorandum
itselt to soften the prescriptive tone in paragraphs 11
and 12 of the letter.

If this can be done, I would endorse the
memorandum and its release to Parliamentary Committees.

I am copying this minute to the Prime Minister,
the Lord President and other Cabinet colleagues.

¢

-

(CARRINGTON)

L

Foreign and Commonwealth Office'
1 July 1981




Treasury Chambers, Parliament Street, SWIP 3AG

01-233 3000
30June 1981

" The Rt Hon Sir Keith Joseph Bt MP
Secretary of State for Industry
Ashdown House
123 Victoria Street
LONDON SW1

e

CONTROL OF EXPENDITURE

Christopher Scames and I are grateful for your comments, and
those of Michael Hessltine, Nicholas Edwards, John Biffen,
David Howell, George Younger, and Peter Walker, on C(81)26.

We agree with you that the control of expenditure must be a
joint enterprise. In paragraph 7 of our note Christopher

and I referred to the partnership with spending departments.
This is relevant to the points which John Biffen and David
Howell made about consultation. We can assure them that the
Treasury and Civil Service Department intend close consultatiaon
with spending departments whose knowledge and experience will
be a necessary help to the central departments in carrying out
their duties.

Nicholas Edwards and Pester Walker asked whether the memorandum
will lead to greater involvement by the central departments

in the work of the spending departments, and put a heavier
burden on their staff. We do not intend it to do so. We seek
rather a shift of emphasis. The staffs of the central
departments are as tightly controlled as those of other
departments, and the aim for all must be to improve our joint
effectiveness, and rot to create needs for additional staff.

The memorandum should now become operative. It will be

published very shortly, together with the memoranda on the
responsibilities of Principal Finance and Principal Establishment
Officers.

I am copying this letter to the Prime Minister, Christopher
Soames, other Cabinet colleagues and Sir Robert Armstrong.

GEOFFREY HOWE

e E—y,
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10 DOWNING STREET CAT

From the Private Secretary . - 26 June 1981

:5 AN Q f"\/l/{xa(./

PSA Repayment: Cost of Balham Jobcentre

The Prime Minister was grateful for your Secretary of State's
minute of 8 June.

The Prime Minister notes your Secretary of State's comments
on the PRS repayment system, and the reasons why it cannot allo-
cate the costs of major new works and acquisitions, unforeseen
or otherwise.

The Prime Minister also notes that under present repayment
arrangements the PSA has no funds to meet unforeseen extra costs,
but that it offers an arrangement under which a client can insure
against such claims. However she finds it odd that it should be
for the customer to insure against the errors of the supplier.
Outside Government it would be for the supplier to insure himself
against such claims. She has asked if officials from your Department
and the Treasury could explore ways of requiring the PSA to meet
claims against it, despite the budgetary problems your Secretary of
State describes.

The Prime Minister has asked me to add that in pursuing these
points she is not suggesting that the PSA are regularly at fault.
She recognises the good work the Agency has done. But she is con-
cerned to uphold the principle that the responsibility for meeting
costs should lie with those who incur them.

I am copying this to Richard Dykes (Department of Employment)
and Terry Mathews (HM Treasury).

Wins ,

“ tpine Kuockett

D. A. Edmonds, Esq.,
Department of the Environment.







PRIME MINISTER

PROGRESS WITH THE IMPLEMENTATION OF THE 1979 "RAYNER PROJECTS"
AND THE 1980 SCRUTINY PROGRAMME

This is to bring you and, if you agree, your
colleagues up to date with progress towards implementation
of the 1979 "Rayner projects" and the 1980 scrutinies.

&4 The Minister of State, CSD, with the help of

Sir John Boreham, is monitoring progress with implementation
of the Service-wide statistics review. He will report to
you separately. I understand that good progress is being
made. The main outstanding issue is how many of the 235
posts in the Social Survey Division of the OPCS should be
retalned. This is being raised in an Adjournment Debate
on 2 July by Mr Alfred Morris MP.

1979 "Rayner Projects"

S I attach as Annex A a summary of progress on the

29 projects carried out in 1979, showing expected savings
and the timetable for completion of implementation. This
up-dates Annex A of my minute to you of 19 December 1980.

4, Decisions are outstanding in respect of two projects
only (Civil Service Department: Charging for Courses at the
Civil Service College; Department of Energy: Organisation
of Research and Development in New Energy Technologies).

A decision on whether to put the Civil Service College onto
repayment will be taken soon (you asked for a report from
CSD Ministers in June); some changes in College procedures
have already been implemented. In the case of the Department
of Energy project, the recommended changes now accepted by
the Secretary of State require the endorsement of Treasury
and CSD Ministers, expected this month.




s Decisions taken in respect of the other 27 projects
‘have secured recurrent annual savings ofléﬁj;miiigah (some

1500 posts) and £28 million once-for-all.” The DHSS project
on Arrangements for Paying Social Security Benefits accounts

for £35 million of the total anmual savings.
-"-__..__-

6. In almost all these projects Ministers have accepted
the main recommendations, either as put to them or subject to
slight adjustment only. The most significant exception to
this is the DHSS project on benefit payments. Here policy
considerations other than efficiency led to the rejec%?gh

of recommendations that retirement pensions should be paid
fortnightly and child benefit for existing recipients montHly.
Savings foregone as a consequence are £35-40 million a year.

%o Implementation of 9 projects is now complete. It will
be completed this year and next in a further 10. In those
projects where implementation extends into 1983 and beyond

there are normally good ressoms (eg computerisation, phasing
in of increased charges, big system changes) and implementation

has begun.

8. In sum, the general excellence of the 1979 projects
has been rewarded by action and good progress is being made
towards implementation.

1980 Scrutiny Programme

9 A1l 39 scrutinies begun in 1980 have been completed.
My minute of 19 December 1980 reported on the findings of the
programme and lessons to be drawn. I now attach as Annex B
a summary of the expected savings, Ministers' decisions and
the timetable for the implementation of each scrutiny.

10. The scrutinies identified potential recurrent savings
of £128 million per annum and 9500 posts. Of these, £75-80
million (5000 posts) are associated with the joint DE/DHSS
scrutiny of the Payment of Benefits to the Unemployed.




o

1567 Ministers have taken firm decisions in 24 of the
scrutinies, securing savings of £22 million a year and

1700 posts. In a further 5 scrutinies decisions in principle
already taken by Ministers are subject to consultation and
further study; these involve potential savings of £80 million
a year and 5200posts.

124 Ministers have yet to take decisions in 10 scrutinies
(involving potential savings of £26 million and 2600 posts)
but will be doing so in most cases very soon. This is
because the reports were late finishing or the recommendations
are being worked up further or consultations are being under-
taken prior to a decision in principle. In one case, the
Inland Revenue scrutiny of Rating Appeals, decisions are held
up pending completion of the DOE review of the rating system.

13. Where decisions have been taken Ministers are, as
with the 1979 projects, tending to accept the main thrust
of the reports' recommendations and to move quickly to
implementation. In most cases, implementation will be con-
cluded this year and next. Where it extends beyond that,
the phasing is understandable.

Recommendation

14. I invite you take note of this report and to agree
that it should be circulated to your colleagues. At this
stage, I am copying it only to the Chancellor of the Exchequer,
the Lord President and Sir Robert Armstrong.

] J

/.
4

/Derek Rayner
26 June 1981
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PRIME MINISTER

ol

You will remember the s t o r y of the Balham Jobcentre.
The Chief Secretary commented that this illustrated the need to
reconsider the rule whereby PSA customers pay for all unforeseen

costs, even where these were caused by mistakes by the PSA. You
A —

supported his view that officials should look into this rule.
Mr. Heseltine has minuted (at A) explaining:

(a) That under existing repayment arrangements, the PSA
must recover the full costs of the service, and there-

fore has no funds to meet unforeseen costs itself.

However it offers an arrangement whereby the client
can pay an '"insurance premium' in return for which
PSA accepts liability for extra costs for which it is
responsible.

That under the new repayment arrangements, Departments
will not be charged on a building by building, job by

job basis. They will pay an inclusive accommodation
e

charge designed to reflect their space requirement and
M
its location. The system will therefore not be able to

—————————— " ' .
allocate specific costs,unforeseen or otherwise.

I have consulted Derek Rayner's Office. We both feel that the
idea of an insurance premium paid by the client looks very odd.
In the private sector, it would be for the suEElier to insure him-
self against claims. I think that in noting Mr. Heseltine's com-
ments you might wish to question this particular point., Content
for me to send the Private Secretary letter at B?

L, e

26 June 1981




Mr RICKETT

COST OF BALHAM JOB CENTRE

il Thank you for your minute of 1Q/5ﬁne.

s Mr Heseltine is right to say (para. 3) that the new
"PRS" repayment system is different from that for existing
repayment clients.

3. The difference is that departments are not charged on
a building-by-building, job-by-job basis and that new
acquisition will continue to be carried by PSA, as will
major new works on the common user civil estate.

4. Major new works on the specialised estate will be borne
on Department's PES, however (though not on their Vote). The
question arises therefore what happens if major new works on
the specialised estate go wrong and more new works expenditure
to put it right is needed. Will the department have to make
a new bid in PES?

S, With regard to present payment arrangements, for existing
repayment clients, the idea of an insurance premium paid by

the client looks distinctly odd. I understand that it would
not be found in the private sector. There it is for the
supplier to insure himself against claims. The Prime Minister
might wish to question the reasonableness of the customer
having to insure himselfagainst the supplier's errors.

Sir Derek Rayner has commented, "This is repayment, not the
Tote".

6. I attach a possible private secretary letter. You may
feel that para. 3 is not a "Prime Ministerial™ point and is
better omitted.

o

C PRIESTLEY
22 June 1981




[Blind copy: Mr Ppiestley)

David Edmonds Esg
Department of the Environment
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My ref:

Your ref:

A 72 dJune 1981
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JOINT FCO/PSA REVIEW OF DIPIOMATIC ESTATE MANAGEMENT

In your minute of 23 January to the Prime Minister on repayment for
PSA services, which you copied to me, you referred to this joint
review and recommended that its Report be awaited before further
consideration was given to certain outstanding issues in relation
to the overseas diplomatic estate.

The Report of the Steering Group has now been received and I enclose

a copy. Membership of the Group is set out at Annex A of the Report
and you will note that we had the benefit of advice from 2 independent
members experienced in international estate management.

You were in favour of the FCO paying direct for PSA Supplies services

for the diplomatic estate overseas, but advised that Ministers should

await the report of the Joint Review before taking a final decision.

The Steering Group reached the same conclusion and recommended accord-
- ingly (parsgraphs 7.14 to 7.18). I am sure this is sound and I know

that the Foreign and Commnnwealth Secretary also concurs. A study

is now being made, in consultation as necessary with the Treasury,

of the detailed changes necessary to introduce repayment with effect

from the next financial year.

On the wider estate management gquestions, you accepted that existing
arrangements for the Diplomatic Estate should broadly stand for the
present, but recommended that a more specific study should be under-
taken to devise improved methods of keeping FCO aware of the value
of the assets they are using. However, you proposed that the outcome
of the Joint Review should first be awaited.

The main conclusions of the Report are set out in Section 2.2 and

there is a full list of recommendations at Appendix C. As you will

see a number of these bear on the theme of increasing awareness of
cost. The broad thrust of the Report is towards giving more discretion
to posts overseas and placing greater responsibility on them for
managenent of the locsl estate through an annual budgeting system

and for controlling expenditure within financial allocations made in
the light of their expenditure bids.

The Report also proposes measures aimed at sharpending FCO's appreciation
of the estate's potentigl. These are discussed in paragraphs 10.5 to
10.11 of the report. While, for various reasons you will readily
understand it would be unrealistic to think that we csn maintain

a regular and comprehensive professional valuation even at those

posts at which there is zn active proptery market, there is no resson
why a simpler system, which would have the same effect, cannot be
introduced as recommended in the report. The details of such a




Al
system are now being worked out. ‘

Besides increasing local awareness of the value of the assets used
overseas, these valuations would zlso feed into the regular, rolling
review of holdings which is carried out jointly in London by FPSA

and FCO. The report recommends that this review should be sharpened
up into a more effective instrument for identifying opportunities
for asset recycling and for instituting a rolling programme of
profitable estate disposals. Again the Foreign and Commonwealth
Secretary and I believe that this represents a very useful step in
the right direction.

Many of the other recommendstions will contribute further to the aim
of efficient and economical management of the estate ensuring that,
consistent with its operational role, its potential is fully exploited.

But there are constraints limiting the distance and speed at which we
can move in the direction of greater delegation and there are a number
of risks which clearly we must guard against. The recommendations need
to be translated into practical, suitable defined arrangements before

~ we can reach firm decisions. Officials in the 2 departments are now
working on this and will be reporting further to Ministers shortly.

The independent members of the Steering Group, while endorsing the
main recommendations, wished to go further down the same road and,

in particular, to transfer Vote responsibility from PSA to FCO. Their
views are set out in Section 9 of the report and conveniently
summarised at paragraph 9.19.

Given co-location of the PSA and FCO Headquarters staffs involved
and the existing very close inter-working which would be reinforced

~ by the other measures proposed in the report, I think it is open
to considerable question whether this further move would be advan-
tageous, though I know Peter Carrington views this differently.
However, we are both agreed that the pros and cons should be looked
at and this aspect will therefore be covered in the further report I
have referred to above.

I will of course let you know what conclusions are reached. In the
meantime I suggest that with this work now well in hand, it should
be regarded as fulfilling the more specific study of the oversesas
diplomatic estate to which you referred in your minute to the Prime
Minister. I should be glad to know if you agree.

I am copying this letter without the report to the Prime Minister and

also to Peter Carrington, Geoffrey Howe, Christopher Soames and
Sir Robert Armstrong.

s
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Sir Derek Rayner




MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH

From the Minister
(/N 1":\})

e

The Rt Hon Sir Geoffrey Howe QC MP

HM Treasury
Earliament Street
Tiondon

CONTROL OF EXPENDITUR

21 June 1981

You invited comments on the memorandum on control of public
expenditure and departmental responsibilities which you circulated
with your Note C(81)26. . ¢

I fully recognise the importance of working for improved systems
of control of financial and manpower resources. I am sure you
will accept however that in pursuing this aim the central
departments must have regard to -the total impact on staffing

of the various improvements they seek to introduce. Given
severely squeezed manpower ceilings there is a limit to the
speed with which departments can develop and implement new or
improved systems where these impose an additional work-load on
the limited manpower resources available.

Subject to this general point I am content to endorse the draft
memorandum without discussion.

I am copying this letter to the Prime Minister, Christopher Soames
and other Cabinet colleagues.

PETER WALKER
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CABINET OFFICE
70 Whitchall, London swia 2as  Telephone 01- 233 8224

¢ June 1961

Louis Smith Es

134 Sheen Cour

Upper Richmond Road West
Richmond-upon-Thames
Surrey

7 .
ol 1l

o,
LA /{;I:—‘
any thanks for ¥our lettersof 2 and 3 June. I hayve also
received a copy of your report from Sir Anthony Royle.

In your letter of 2 June you query the number of tribunal
chalrmen and members compared with the frequency of sittings.

I understand that although some sittings are over very quickly,
the time taken by the chairmen and members in preparing for
them can take very much longer. This accounts, at least in
gart, for the agﬁarently high number of people involved. I

ave some sympathy with the points you raise about unreasonable
applications, but as you know, this is a particularly sensitive
area where justice must be seen to be done. Equity does, as
you point out, cost money, but successive governments have
Judged that this is a necessary expense. also agree that
many of the awards look small, but_even a small award can

come in useful to someone who has lost hi's job.

I was interested in the points you raise in your letter of
3_June and in {our report about the apparently over-generous
allocation of law publications. 1 erstand” that the
Department of Employment are currently doing a survey (staff
inspection) of the industrial tribunal .organisation and .that
this will cover law libraries and the arranﬁements for issuing
ublications. I have asked to see a cop¥ of the report when
1t %ﬁ_available and will look carefully to see what is recommended
on this. B4

This survey will also cover the areaswhere you identified over-
staffing and bad organisation. Again, I will look closely at
the report's conclusions.

I am grateful to you for bringing these matters to my attention.
I can well appreciate the time and effort which you must have
EUt into _your report. I am sorry that your civil service career

as ended on a rather unhappy note, but I would like to give you
my very best wishes for yourretirement. g

I am copying this letter to Sir Anthony Royle.

) rra— % fas

////;f._\/ / A
Derek/Rayner
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SCOTTISH OFFICE
WHITEHALL, LONDON SWIA 2AU

The Rt Hon Sir Geoffrey Howe QC MP

Chancellor of the Exchequer

HM Treasury

Parliament Street

LONDON

SWIP 3AG /# June 1981

C(81)26: CONTRCL OF EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

I have read your memorandum with interest and I am content to endorse
it and your proposals for its release. .

I hope thet the main purpose of any effort Treasury and CSD are able to
bring to bear in the field covered by the memorandum will be to simplify
and render more effective the general systems under which we control

and monitor public expenditure. I should not want the memorandum to
give Select Committees a further opportunity to try to drive wedges
between the two central Departments and other Depertments. For that
reason I support what Keith Joseph, John Biffen and Nick Edwards have
said in their letters.

I am copying this letter to the Prime Minister, the Lord President,
other members of the Cabinet and Sir Robert Armstrong.

GEORGE YOUNGER




CONFIDENTIAL

Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400

From the Private Secretary
16 June 1981

Willie Rickett Esq
10 Downing Street

N WCUA'L,
CONTROL OF EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

The Lord President has considered the Prime Minister's question
about the staffing of the central departments, conveyed in your
letter of 21 May, as it applies to the Civil Service Department.
T understand that the Chancellor's Private Secretary is replying
separately in relation to the Treasury.

The question is certainly an important one. Where the CSD is
concerned, the new role represents a considerable change of
emphasis rather than a totally new departure; since its inception
the Department has been advising spending departments on a wide
range of subjects which bear on good management. So we have a
certain stock, though not enough, of skill and experience on which
to build. But the change of emphasis is very important;
prescription carries a heavier responsibility than advice and
must be more sure of its ground.

The two main areas in which the CSD will be developing its
prescriptive role are systems for the control of resources and
the personnel management and training which those systems call
for. On both fronts the biggest need is in the field of financial
management, where the job of the CSD will mainly be to prescribe
personnel management and training arrangements to meet the needs
of what the Treasury prescribes: the two central Departments will
have to work very closely together, as they are doing on the
Financial Management Co-ordination Group. Our staffing problem
here will be mainly on the training front. We shall want to make
use of expert help from outside the Service, but an essential
contribution to carrying out the training must be made by
experienced and skilled staff from departments, where they will
be a valuable commodity in short supply. We expect departments
to release them for spells at the Civil Service College for the
greater general good. On the personnel management side, arrange-
ments have already been made, as the Prime Minister knows, to
check with departments their plans for succession and training
for key finance and establishment posts. These will be refined
and improved as we make progress.

1
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CONFIDENTIAL

On other subjects of CSD concern, we are drawing up plans for

a greater element of central prescription in the control of
manpower; the use of management levels and the Civil Service
grading structure; the use of supporting services such as
typing, messengers, stores; and computers and office machines.
To a considerable extent we have got the necessary skills and
experience in these areas, but we shall need to draw on outside
consultants help as necessary. And we propose to put a greater
emphasis on the systematic training of CSD staff in the essential
elements of the management systems we shall be prescribing and
in the best methods of checking their functioning.

I am sending a copy of this letter to John Wiggins (Treasury),
David Wright (Cabinet Office) and Clive Priestley (Sir Derek
Rayner's Office).

el

J BUCKLEY

2
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CABINET OFFICE
70 Whitehall, London swia 2as  Telephone 01- 233 8224
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4 June 1981
The Rt Hon Sir Geoffrey Howe QC MP

Chancellor of the Exchequer
il inEr

ONTROL OF PﬁBLIC EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

I am glad that the Prime Minister gave the go ahead for the
Ba er which the Lord President and you wanted to put to your

aginet colleagues. I hope that all the hard work which went
into its production is rewarded by the right response from
Ministers. This letter briefly picks up the Prime Minister's
request for information about the staffing of the central
departments.

4 There is obviously a lot %oing on, perhaps most important
of all the move to cash as the basis for plamming public expend-
iture as well as for control. At the moment, some of the main
contributions to reform are

- the Coopers and Lybrand analysis of MAFF's arrange-
ments for financial management (and I hope they will
do a second department to give a more representative
analysis); y

work on the framework of Government accounting;

the impending scrutiny of the Treasury's role in
promoting efficient departmental systems; and

the draft statement of policy on and a plan for

training in financial management being prepared by

gen Sharp, the Head of the Government Accounting
ervice.

3. I expect all this work to make a substantial contribution
to determining what "financial management" is all about. It
has both inter—degartmental aspects (the Public Expenditure
Survey s¥stem, Vote accounting, cash limits etc) and a range of
different departmental businesses - for example, the Soci
Security side of DHSS, the procurement side of MOD and the
industrial grants side of DOI seem to me to represent very
different sorts of business. Some of the work is on different
timescales, but I don't think that matters much, as we are well




within sight of deciding on the particular objectives we need
to go_for in the two crucial areas of information and personnel;
I would think that will be inthe early autumn.

4, Personnel is_the critical factor. Excellent information
is no good by 1tself. Here I hope for great assistance from the
work Ken Sharp has in hand (para. 2 above) and from the Treasury
scrutiny which I should like to see make an early start.

Ken Sharp's work will help in defining what part of the central
‘departments' staff, especially the Treasury's, will pla¥. The
cruci%ltﬁsiﬁes for the centre in relation to departmental systems
are, ink:

- ensuring that departments are properly staffed, both
in the line, where it is handling sophisticated fin-
ancial business, and in the finance branch; and

ensuring that its own staff have the capacity to
satisfy themselves that departments can cope with
sophisticated financial business. :

Oe Needless to say, I shall be very glad to contribute to
thinking as it emerges. I am copying this to the Prime Minister,
the Lord President, Sir Ian Bancroft and Sir Douglas Wass.

4

Sy L
el

Der ayner
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C(81)26: CONTROL OF EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

&

I understand that y would like to have written comments on the memorandum
attached to C(83)26.

I fully accept that the central departments have a duty to prescribe the

basic elements of control systems, to set the standards to which systems should
operate and to assist departments by acting as repositories of expertise on
management techniques and as stimulants to the adoption of best practice.

However, I support the views expressed by John Biffen and I share Nicholas Edwards'
concern lest the memorandum lead to increased Treasury involvement in the

work of spending Departments. The open-ended nature of sub-paragraphs 11(4ii)

and (iv) could have such an effect. <

Spending Departments carry out their own internal audits (the standard of which
will be improved by the action that the central departments have set in

train)i ‘they are subject to investigation by Exchequer and Audit; they
participate in centrally co-ordinated action on Rayner studies; and they are
subject to inguiry by the departmental Select Committees. In the light of
this, they are bound to be concerned about the potential burden of the

checking proposed in the memorandum.




P

It would be helpful to know, before the memorandum is agreed, how-the Treasury
and CSD propose to carry out this checking. If that is not practicable, then

I suggest that John Biffen's suggestions about the right of spending Departments
‘to be consulted should be extended to cover the nature, extent and frequency,

of checks.

I am sending a copy of this letter to the Prime M1n15ter1 the Lord President,

other Members of the Cabinet and Sir Robert Armstrong. ©
»
I

f)

.I#/'/

D A R HOWELL
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CONTROL OF EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

PR
1. The Chancellor's message to the Prime Minister (Mr Wiggins's
letter to ﬁou of 12 June) is broadly in line with much of
Sir Derek Rayner's submission of 19 MaK and his letter to the
Chancellor of 10 June (copied to the PM).

on Things which are certainly moving in the right direction
are:

the Treasury's reception of Accountancy, Finance

and Audit Division from CSD (as witnessed by what
was said bg Sir A Rawlinson at a presentation by

AFA, attended by Sir D Rayner, on 12 June);

the re-aﬁpraisal of the Government's "accounting
framework™; a

the case studies of financial management in MAFF
and DOI, although these are the result of the PM's
rather than a Treasury initiative.

3. Things we shall have to watch but of which we are hopeful
are:

the scrutiny of what the Treasury's Specific
Expenditure Divisions need to do their job well
(on which Sir D Rayner is seeing the examining
officer, Mr Russell Barratt, Deputy Secretary,
today); and

training in financial management (on which Sir D Rayner
is well at work with the Treasury, CSD and the Head
of the Government Accountancy Service).

4, Sir Derek Rayner is also to discuss much of this with
Sir Douglas Wass on 19 June.

O, I suggest that, in line with the genultimate paragraph

of Mr Wiggins's letter, you should inyite a contribution from
CSD. When that is available Sir Derek Rayner will offer advice.

%

C PRIESTLEY
15 June 1981




MANAGEMENT IN CONFI1DENCE

10 DOWNING STREET

From the Private Secretary

SIR DEREK BAYNER

SCRUTINY OF THE DIRECTORATE OF OVERSEAS SURVEYS

The Prime Minister was grateful for your minute of 12 June.

She is content for the Minister for Overseas Development to
proceed with consultations on whether to locate the DOS in the
Ministry of Defence or to integrate it with the Ordnance Survey
at Soutnampton. She is also content that the Minister should then
announce his decision and brepare plans for its implementation.

The Prime Minister would also like to take this opportunity
to record her thanks for the DOS's past service, and for its
achievement in mapping so large an area to such a high standard.

I am copying this minute to Miss Unsworth (Overseas
Development Administration) and Mr. Humfrey (Foreign and
.Commonwealth Office),

15 June 16;1

MANAGEMENT IN CONFIDENCE
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i The Minister for Overseas Development included the 12/5
Directorate of Overseas Surveys (DOS) in last year's scrutiny

programme at your request.

Le This minute reports that the Minister has accepted the
recommendations of his examining officer and that, subject to
any points you may wish to make now, he will go on to implement
them.

EXAMINING OFFICER AND REPORT

3. The scrutiny was conducted by Mr G A Armstrong, an
Economic Adviser in the ODA. He was assisted by
Brigadier G A Hardy, a retired senior official of the
Ordnance Survey, acting as technical assessor.

4, The Minister, his Permanent Secretary and I regard the
resulting report, produced at the modest cost of £20,000, as
excellent. I am very impressed by the quality and quantity
of the work done by Mr Armstrong in the time available to him.

FUNCTION AND CHARACTER OF DOS

e DOS springs from a decision in 1943 to establish a
central organisation which after the war would co-ordinate
and "execute the geodelic and topographical surveys required
by the colonies for their development. It was set up in 1946.
As Mr Armstrong says in his report, DOS staff have "made
strenuous efforts to provide surveying and mapping services
to the Third World" for thirty-five years, often in very
difficult conditions.

6. DOS is now one of ODA's Special Units. Located on a
Crown site at Tolworth, it employs some 300 staff, many of
whom are skilled professionals and technicians, at a cost of




MANAGEMENT - IN CONFIDENCE

£5.4m in 1980-81. It does all the work which goes into pro-
ducing maps, except air photography (private contract) and
final map printing (Ordnance Survey). It also has some
ancillary functions, including information, advisory and
training services together accounting for only 6% of costs.

Tis There is much to be proud of in DOS's record.

Mr Armstrong refers for example to the quality of the tech-
nical training given; the wide acceptance of DOS in the
English-speaking world as a centre of excellence; profess—
ional pride in project design; and high quality plotting.

DECISIONS

8. How much need there is for DOS in future and its
competitiveness with the private sector are questions which
have been at issue for years. There have been several
earlier reviews. Mr Armstrong's analysis has now provided
a good basis for choice.

D The Minister has decided that DOS should cease to be
an independent unit and that its 300 staff should be reduced
to 130. This cadre could either be located with the Ministry
of Defence Military Charting Establishment at Feltham or, as
the report recommends, be integrated with the Ordnance Survey
at Southampton, as its "Overseas Division'". The Minister is
consulting the Secretary of State for the Environment about
the latter course, but is having some thought given to the
former, which MOD support in principle.

10. An "Overseas Division" of the Ordnance Survey, which is
the probable outcome, would provide ODA with advice; oversee
contracts with the private sector (see below); itself carry
out surveys and mapping in less straightforward cases; do
some training; and provide both the private sector and over-
seas governments with information.
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11, The reasons for this decision are, first, uncertainty
about the future level of DOS's workload against the background
of reduced aid programmes; and secondly, the ability of the
private sector to produce maps as least 25% more cheaply than
DOS and do straightforward surveys overseas as cheaply as DOS.

. PRIVATISATION AND A REDUCED CADRE

12e As far as I can see as a layman, Mr Armstrong and
Brigadier Hardy made a thorough and objective assessment of
the competitiveness of the private sector. They concluded
that standard photgrammetric and cartographic work (£2.3m,
40% of workload) was 50% more expensive in DOS than in the
private sector and that overseas field survey work (£2.1m,
37% of workload) was 33% more expensive. DOS management
challenged this assessment.

13, On further enquiry, the Minister is advised that the

map production cost difference is "probably nearer 25% higher"
as against Mr Armstrong's 50% and that overseas survey work is
no cheaper in the private sector. This revised difference is
still far from marginal of course and in my view well justifies
the Minister's decision.

1

14. The report elsewhere makes it clear that DOS is not an
inefficient organisation. Its low competitiveness has there-
fore to be attributed to high unit costs of manpower and high
overheads, which are to some extent attributable to civil
service terms and conditions. As it is hard to vary such
factors, giving more work to the private sector must be right
if the work that has to be done in support of policy can be
done to an acceptable standard as well as at an acceptable
price.

155 I wholly agree with the Minister however that it would

be neither ' nor possi pass gll IQS actiyifies

to the private sector. The Government does need a small, well
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balanced unit to do certain jobs and in particular to place
end monitor private sector contracts on a large scale. Such
a unit will also enable the Government to meintain an aid
operation of significant value, preserve the interests of the
Secretary of State for Defence and help with the 55#% run-down
of the DOS by meking it somewhat less severe.

' SAVINGS AND COSTS

16. Estimates are still approximate. Mr Armstrong's assess-
ment was a total annual saving of £2.3m at 1980 prices (40%)
involving nearly 200 posts, at a cost of up to £1.2m. Iower
estimates of the value of privatisation and higher estimates of
the once-for-all cost of redundancy payments etc (£lm - £2m)
somewhat affect the cost—-benefit ratio but still provide sub-
stantial recurrent savings.

17. Costs and savings are not simply financial. The decision
will no doubt be attacked not just by the staff, Some of whom
will very naturally resent and oppose it, but by others includ-
ing local interests and MPs. I myself would guess that there
may well be orchestrated opposition. If I may say so, there-
fore, the Minister is right to envisage that the new arrange-
ments should be planned with care for and Sensitivity to

the staff interest.

ADVICE

18. Painful as it is, I am sure that the Minister's decision
is correct. It will bring to an end a long, indecisive period
of review and surveys, including the "on and off" dispersal of
DOS to Scotland. It will make for a good balance of effort
between the Government and private contractors. Integration
with the Ordnance Survey, were that course chosen, should in
due time strengthen the career prospects of the staff as well
as making sense in provfessional terms. I hope therefore that
the Minister can proce®d to \the further consultation necessary
(para. 9 above); thence to an of his decision;
and to preparation of plans for its implementation.

— o
4
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1525 May I also say that, slight palliative as it might be,
it would be fitting to recall the record of DOS's service and
its achievement which I understand amounts to the mapping of
some 2.5 million square miles, largely in the old Empire.

20, I am copying this to the Minister for Overseas Develop-
‘ment and to Mr Douglas Hurd, Minister of State for Foreign and
Commonwealth Affairs.

77 June 1981
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Treasury Chambers, Parliament Street, SWIP 3AG
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|2. June 1981

William Rickett Esq
Private Secretary

Prime Minister's Office
No.l0 Dowriing Street
LONDON SW1
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CONTROL OF EXPENDITURE: DEPARTMENTAL RESPONSIBILITIES

The Chancellor was grateful for the Prime Ministers's agreement,
conveyed in your letter of 2Z)/May, to the circulation to the
Cabinet of the paper on departmental responsibilities in regard
to the control of expenditure. As you will no doubt have seen
from the version circulated last week, he and the Lord President
amended paragraphs 10, 11 and 20 of the earlier draft to take
account of the Prime Minister's concerp that the memorandum
might give unnecessary hostages to fortune.

The Chancellor strongly agrees with the Prime Minister that

the definition of the responsibilities of the Centre makes it
all the more necessary to ensure that the relevant parts of

the Treasury and the CSD are sufficiently well equipped to make
their role both credible and effective. The reorientation of
some of the activities of the two central departments which is
envisaged in the memorandum has clear implications for the
qualities, experience and training of staff in those departments.

Initially, and perhaps for some little time, the scarcity of
resources will impose some limits on the extension of the
prescriptive role of the central departments. It will take
time for staff to gain experience and training in the relevant
skills. And it will hardly be possible to contemplate
recruiting additonal staff on any scale when the two central
departments, like others, are having to cut down their numbers
to make their contribution to the meeting of the Civil Service
manpower target for April 1984. Nevertheless, the fact that
it will take time to develop the expertise of the centre makes
it all the more necessary to press ahead with the job of
preparing the central departments for the role now to be
allotted to them.

/That said, the Chancellor




CONFIDENTIAL

That said, the Chancellor would not like the Prime Minister
to suppose that the central departments do not already have

a quite significant capability to guide and direct departments
in the field of financial management. The transfer to the
Treasury of the Accountancy Finance and Audit Division of the
CSD brings under one roof the responsibility for prescribing
: and disseminating best standards of financial control. The
combined AFA Divisionand the Treasury AP Group will have a
useful nucleus of professionally qualified staff who should
be able to contribute significantly to the strengthening of
financial management throughout Whitehall. The Treasury is
intending to develop the professional side of the Group still
further and recruitment is in hand. Moreover the aim will be
to promote an interchange of staff between the AFA Division
and the rest of the Treasury, to the benefit of esach side.

More generally, the Treasury are mounting a review of what
now needs to be done by way of instruction, training and
changes of organisation so as better to equip Treasury staff
for their role in promoting efficiency in Departments. The
review is being conducted on the lines of a "Rayner scrutiny”,
in consultation with Sir Derek Rayner.

The Prime Minister is, I think, aware of the work recently
embarked upon by the Financial Management Co-ordination Group
under Treasury Chairmanship. This too is considering important
changes in the Government's accounting framework with a view

to promoting improvements in financial management. Another
development which may well point the way to a more positive
role on the part of the Treasury is the pilot study on systems
of financial control in the MAFF which has just been apreed

and which is to be accompanied by one on the Department of
Industry. These studies were the result of a Treasury initiative
and, although the Treasury is not directly involved, we are
closely associated with the terms of reference, the choice of
consultants and we shall be involved in the follow-up action.

The Chancellor does not rule out the possibility that, even with
the developments described in this letter, the Treasury will
find it necessary to develop its skills more quickly and acquire
a wider means of experience than they presently foresee.
Training of our own staff will of course make a big contribution
to the making good of any deficiencies that emerge, but it may
also be necessary to seek help from external sgurces, eg management
consultants, accountants etc. The Treasury has for some time
had a programme of secondments from leading firms of accountants
and this has proved invaluable in strengthening our financial
expertise.

/This letter is primarily




CONFIDENTIAL

This letter is primarily about the Treasury. The Lord President
may wish separately to describe to the Prime Minister the steps
the Civil Service Department have taken and will be taking to
strengthen their capacity to provide assistance to Departments
in management matters.

, I am sending a copy of this letter to Jim Buckley, David Wright
‘and Clive Priestley.

jrw(( 5me3
thin Uy:j:ht

A J WIGGINS
Principal Private Secretary




MR. PRIESTLEY
CABINET OFFICE

Vou will remember the saga of the Balham
Job Centre., The Chief Secretary commented
that this case illustrated the need to re-
consider the rule wherebhv PSA customers pay
for all unforeseen costs, even where these
re caused by mistakes hy PSA,  The Prime
inister supported the Chief Recretary's view
that officials sheould look into this rule,
In his minute attached; Mr, Heseltine
niestions whether things are quite as simnle
|as the Chief Secretary made out. ' Do you
J agree with Mr. Heseltine's conclusions in his
\ second and third parapgraphs?

\

yW,. F. S. RICKETT

10 June 19581




DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 3301
SWITCHBOARD 01-212 7676
Sacratary of State for Industry

9 June 1981

The Rt Hon Sir Geoffrey Howe QC MP
Chancellor of the Exchequer

HM Treasury

Parliament Street

London SWI1P 3HE

kN

CONTROL OF EXPENDITURE

I read the Memorandum attached to C(81)26 with interest and I am generally

content to endorse it without a discussion - that is of course assuming our
colleagues agree. .

However, 1 have some reservations about the rather abrupt way in which the rights
of the central departments are stated. With all its difficulties we must try to
make the control of public expenditure a joint enterprise. 1 realise that this

is implied in paragraph 7 of your covering note andllhope that the Memorandum
will not mark a departure from this important aim.

I am copying this letter to the Prime Minister, Christopher Soames and other
Cabinet colleagues.
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CONTROL OF EXPENDITURE

In C(81)26 you invite colleagues to endorse the Memorandum on control
of expenditure and Departmental responsibilities. I note what you
say in paragraph 6 about much of it being a re-statement of existing
responsibilities and practice and I am glad that you do not intend
to undermine or detract from the responsibilities of spending
Departments. Nevertheless there are parts of the Memorandum, eg
paragraphs 9-11, vhich are perhaps a little too prescriptive in
tone. These might be improved By referring to the right of spending
Departments to be consulted for example about the essential elements
of monitoring and control. Afterall this is, I understand, how it
works in practice at least in my own Department's relations with

the centre.

Unless other colleagues feel strongly I would not press for a
discussion but I should like it to be recorded that my endorsement

is subject to these reservations.

I am copying this letter to the Iord President and Cabinet colleagues.

o

JOHN BIFFEN




PRIME MINISTER

COST OF BALHAM JOB CENTRE

| have seen your Private Secretary's minute of QG”ﬁéy about
this case, following Jim Prior's minute to you of 8 May and
Leon Brittan's of {§/May.

Under present repayment arrangements, PSA must recover the
full costs of the service: it has no funds of its own to spend
on repayment services. But it does ofter an arrangement under
which a client 1ike MSC can pay an insurance premium in return
tor which PSA accepts liability for extra costs established to
be its responsibility (MSC had the opportunity to enter this
arrangement, but did not pursue it). We can certainly consider
with the Treasury ways ot extending these arrangements.

The new "PRS" repayment system is quite different.
Essentially, with a few exceptions, it levies on Departments
an inclusive accommodation charge designed to reflect their
space requirement and its location; the charge derives from
unit rates, and does not log up against Departments individual
items of expenditure made on their behalf. Major new works and
acquisitions are still carried by PSA itself. | certainly accept
that in the context of PRS we need to find ways of improving cost
awareness in both PSA and client Departments, whose delays and
changes of mind can equally impose extra costs. But the system
itself cannot allocate those costs directly.




As regards the Balham case, PSA's original advice to MSC
was against taking the property. On being pressed by MSC to
reconsider its suitability, in view of the urgent need and the
lack: of any alternative, PSA arranged for a further survey of
the property to be carried out, using consultants for the
structural survey. The consultants fgilgg,ig_discover the
basement and their report raised no serious doubts about the
structure. As the building was suitable in other respects, it
was concluded that it could be accepted. In the event this
proved to be a mistake because it had not been possible to carry
out a sufficiently detailed examination of the structure and it
was subsequently found to be in worse condition than appeared
in the survey. The survey was not as complete as it should have
been because the firm then in occupation of the premises refused
to allow a thorough examination. In those circumstances MSC should
have been warned of the limitations of the survey - and, indeed,
PSA would not normally take a building if proper access for
survey was refused. But it was thought that the degree of risk
was acceptable and that proved to be wrong. PSA have since
issued instructions to avoid any such risk in future.

As Sir Richard 0'Brien recognised in his letter of 7 January,
this case has to be seen in the context of the whole job centre
programme, where PSA has provided and equipped some 680 Job Centres -
some involving very difficult negotiations in securing the kind
of premises and locations that MSC wanted. This does not excuse
the mistake made at Balham but it sets it in perspective.

| am sending copies of this minute to Jim Prior and
Leon Brittan.

e

M H




2 MARSHAM STREET
LONDON SWI1P 3EB

My ref:

Your ref:

¥ June 1981

])QW Wule
I am replying to your letter of 1{;ﬁ;e about the proposals for
putting PSA's services to the civil estate onto a repayment basis.

The Secretary of State confirms that the purpose of the trial run
is to complete arrangements for incorporation of the accommodation
charge in Votes in 1983/84, It is not necessary for this purpose
to adhere strictly to the 1982/83 Estimates timetable. The aim
will be to consult Departments on the mechanics of the proposed
arrangements and then to establish with each Department the basis
on which their accommodation charge would be assessed. This should
allow sufficient time for any detailed problems to be sorted out
in good time for the 1983/84 Estimates round in the autumn of next
year. These consultations can proceed in parallel with the work
on computer programming etc which PSA has in hand.

On the question of "untying", the Secretary of State agrees that
the aspects that need to be examined are local services where PSA
may not be the cheapest source. In view of its large magzower
reductions (some 4,500 to date and a further 5,500 by 1984) PSA
is anxious to reduce its commitment to these labour-intensive
tasks, In considering the scope for this it is also necessary to
assess the possible effect on the cost of its other services in
support of the Armed Forces and the operations of Government, for
which the Agency's territorial organisation is responsible. The
aim will be to reduce commitments in a way that economises on
costs.

I am copying this to the Private Secretaries of Ministers in charge
of Departments, and to the offices of Sir Robert Armstrong and
Sir Derek Rayner,

frus eno

3l Chomnrg
J P CHANNING
Private Secretary

William Rickett Esq
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Although your covering note does noct say so, I understand that the
intention is that this paper should not be discussed in Cabinet but
that colleagues with comments should put them in writing.

I am content to endorse the memorandum, and your proposals for the
release of it and companion notes on the respective roles of the
Principal Finance Officer and the Principal Fstablishment Officer.
The latter two notes will be particularly useful public reference
documents.

There is one rather important point 1 want to make in relation to the
main memorandum, however. Your covesring note makes no mention of
staffing implications. My impression is that your people are fairly :
fully occupied, and I can assure you that my Finance staff are certainly !
so. With the current manpower constraints I cannot envisage switching
people to augment the Finance Group. 1 make these observations in case
there is any temptation te interpret the memorandum as heralding an

era of increased Treasury involvement in the work of spending
Departments. In my view that is just not practicable, apart from

being a complete reversal of the trend in my own case since we came

te power. By all means let the Treasury take an interest in systems,

as propesed in paragraph 11 of the memorandum, but not increase its
involvement in day-to-day work. That could only lead back to the
traditional, discredited nit-picking which ties up staff unproductively
and causes frustration all round. .

I am copying this letter to the Prime Minister, the Lord President,
all other members of the Cabinet, and to Sir Robert Armstrong.

C—

Chancellor of the Exchequer
HM Treasury

Parliament Street

LONDON

The Rt Hon Sir Geoffrey Howe QC MP N oA
--"'-"""/
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FRIVATE
Sir Derek Rayner
Michael House
Baker Street
London Wl

) Re: Central Office of Industrial Tribunals

In continuance of my efforts to eliminate waste and expose
mal-administration in C,0.1.T., I wish to acquaint you with
the following:-

(a) Before I arrived in COIT in May ‘1877 it had been
decided to open a new Regional Office at Stokese,
and to this end a complete Law Library had been
ordered (please see P.9 of my report for ridiculous
contents of Law Libraries]).

In due course the project to open a ROIT at Stoke was
‘abandoned; yet it was not until two years later that
orders for annual publicatiomns for the Library were
cancelled. The reason for this was simply that the
COIT HEO forgot to pass it on! This was typical of
the shockingly sloppy administration, induced by

the knowledge that nobody can ever get sacked, and
that nobody will be made to account For Financial
wastage.

The Law Library publications fFor Stoke were given

to an HEO of one of the London ROITs to look after
until the ROIT came into being. When it was abandoned
it became useless as there were already two complete
Libraries in the London HQ (the President’s and a

Main Library available for use by the three London
ROITs) and every ROIT and OIT had a complete Library.

However, by a stroke of luck the London (North] ROIT
was moved From 83 Ebury Bridge Road to Woburn Place,
‘London WC 1, so they could make use of the Library
there. They took what they wanted, leaving a very
considerable pile behind: not wanted (Halsbury Laws
and suchlikel. Since then all these volumes have
languished™in Room 8 on the 3rd fFloor of COIT HQ.

An utter waste of money. Mr. Laughten, the COIT HEO,
is nominally in charge of these, yet does nothing.
Fredecessors also did nothing. Of course, Mr. Burns,
the SEO knows all sbout this. s eallie

"%"7“’“‘




In COIT HQ is another law library distinct from

the others to which I have referred. This consists
of Law Reports (bound) relating to the Families
Division, Chancery and Queen’s Bench Division of
the High Court. LRy

They fFill bookshelves completely along one wall and
part of another wall.

They are never referred to; yet new volumes arrive
and are added as they are published.

The COIT HED (Mr. Laughton) is in charge of this
unwanted library. He does nothing about it. Two
weeks ago he told me that he is going to have the
books moved to Room 8 on the 3rd floor, as the room
in which they are currently located (which is empty)
is required for use as an office.

So these wasted books will simply be removed to =a
storeroom.

In my view these matters are a scandal and an abuse
of the taxpayer.

The terrible thing, I found, is that nobody cares.
And anyone - like myself - who raises such issues, is
considered irksome: he is disturbing the peace.

Thus, with another two years of useful work possible
from me, I have been obliged to leave because conditions
were simply too stupid and intolerable.

The essence of Unfair Dismissal is whether
it was reasonable or unreasonable. Yet COIT
has 25 massive Law Libraries plus the Law
Reports mentioned herein, plus the "spare"
volumes.
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Tel. 01-s75-3821 ; Surrey
PRIVATE

Sir Derek Rayner
Michael House
Baker Street
London W.1l

Sir,
Re: Central Office of Industrial Tribunals

Presumably by mnow you will have received my report on the
above, written when I was with COIT, and forwarded through
the intermediary of my M.P. - Sir Anthony Royle.

1 have now left that body (see attached letter from me to
Mrs. Craske, the Secretary end Senior Principall.

I now wish to.ascquaint you with certain data which I feel
is in the ultimate interest of COIT:-

(a) There are 68 tribunals operating daily, on average.
There are 68 Permanent Chairmen and 111 Part-time
Chairmen; total 179.

Two years ago the total was 202, and the reduction
was due to demands for cuts in the Civil Service.
There has in fact been a slight increase in work
(registered applications) in the last two years,
and the fact that they are now managing on 179
shows that they were at least 20 overstaffed in
the past.

This is consistent with the appalling over-staffing
which existed and which is covered in my report.

Dne might ask why &ll those Chairmen are required
for 5B daily tribunals. Each part-time Chairman
is sent a large and expensive consignment of legal
publications (requiring two boxes for despatch).

There are about 218 working days in a year after
deduction of six weeks annual leave and public
holidays; yet Permenant Chairman are only required
to work "at least' 130 sittings (and in fact at
most Aegicnal Offices thig is not achieved).

About half the sittings teke only a morning.

When I joined COIT in May 1977 within a week I was
astounded at the administration. For instance,

I could not see the slightest sense in holding
sittings to hear ceses where it was apparent from
the applications that they were fit only for the

waste-bin. For instance, in a case where a man
«ss OVEr
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has been convicted of theft and handling stolen goods,
and complains that he has been dismissed! There are many
complaints which are patently abusive simply on the signed
data provided by the applicant himself.

In October 1880 an S.I. was promulgated which permits Pre-
Hearing Assessments. in cases which are considered to be
unreasonable, frivolous or vexatious. When it was obvious
to me that employers needed protection - within a week of

my arrival at COIT - why was it not until 1980 (Fiften years
after the start of the Tribunals) that an effort was made

to ease the situation? Even now, PHAs are costly, as a
Chairman and two Members have to sit. !

There are over 2,000 Members. Each one receives a box of
publications. Some Members never sit; others sit rarely.
In principle they should return their publications in due
course, but in practice they do not do so, or they are
unusable (dog-eared, etc). -One box was mildewed and smelly
and had to be thrown away: obviously it had been kept in

an outhouse: it had not been opened in three years.

Only about one-third of cases come to a hearing; others are
withdrawn or settled by ACAS. Only 27.2% of cases which
reach a hearing are successful. Awards are small: only 20%
of cases receive more than £1,500. About half the awards
are less than £400; slmost three-guarters are less than £750,

The total cost of the Tribunals (excluding the Employment
Appeal Tribunals) is about £11,000,000 p.s. Awards total

about £2,000,000 (with reserve).

1 hope you find this data of interest.

With respegt, I remain

Louis Smith

P.S. In my emphatic opinion the head of COIT's administration
should be no higher than Senior Executive Officer grade,
not Senior Principal. Mr.Laughton, the COIT HEO, told
me that the grade should be no higher than Principal,
in his view.
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Mrs E.£.Craske
: Secretary
Central UFfice of Industrial Tribunals
83 Ebury Bridge Road ;
London S.w.l

Oear Mrs. Craske,

I shall not be returning to CUIT. I have written to Mr.Laughton
enclosing a medical certificate valid from 28 May to 10 June. ;
The fact that during my four years with COIT 1 have been off sick
for only 3 days (hotwithstanding that 1 am 62 years of age),

and now have a medical certificate for two weeks, indicates the
potentially deleterious effect, health-wise, which can arise
From circumstances arising from the necessity (in the basic
interests of the Service, and indeed ultimately of CUIT) to
write my report to Sir Uerek Rayner, and the additiormal cir-
cumstances induced by the session of about one and-a-half hours
whieh I had with you at your command on the late afternoon of

27 May. '

You were very hostile during the first halF of that long session
(becoming more mocerate later]), conducting it in the manner of
an interogatory and using courtroom cross-examination technigue.
You took full advantage of the disparity between the grades of
Senior Frincipal and Executive Gfficer, in which I was obliged
to remain polite and restrained while you could say what Yyou
wisﬁ and not attempt to disguize your anger.

I consider that such treatment, from you to a person of my age
was unwarranted, particularly as it was due to the fact that

I have had the moral courage to write a report beneficial to
the Service (while other officers simply bitterly complain
among themselves but put nothing in writingl.

As it is patently impossible For me to remain in COIT after you
had made your attitude towards me so clear - and it would be
detrimental health-wise to try and stay on in such conditions -

1 wish to take early retirement. 1 had not intended retiring

so early, fFeeling that I could be of use to the Service, and
consequently I accept no responsibility whatsoever for my leaving
in these abrupt conditions.

I am sending copies of this letter to Sir Uerek Hayner and
the Director of Establishments, Uepartment of Employment.

Yours'srhcerely,




2 June 1981

I am writing on behalf of Mr. Alexander

to thank you for your letter of 22 May,.

This matter is being looked into
but you will of course appreciate it may
take some time. A reply will be sent to
you as soon as possible.

W F S RICKETT

Louis Smith, Esq.
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10 DOWNING STREET

From the Private Secretary = 1 June 1981

D D i

The Prime Minister was grateful for Mr. Heseltine's minute
of 26 May setting out proposals for putting PSA's services to
the civil estate onto a repayment basis. She has also seen
Sir Derek Rayner's minute of 28 May.

She is content for the PSA to be authorised to move to the
trial run next year. She agrees with Sir Derek Rayner that the
issues raised by Ministers need not hold up the next steps, but
should be considered in tandem with the move to repayment.

She notes Mr. Heseltine's suggestion that the outcome of
the trial run should be reviewed. She considers, however, that
the review should concentrate on getting the mechanics of the
system broadly right, and that it should -not re-open questions
of principle. She hopes that it will be possible to complete the
review in good time so as not to delay the incorporation of the
accommodation charge in Votes in 1983/84. She agrees with Sir
Derek Rayner that in this context it may be necessary to accept
some rough edges at first. She has noted Sir Derek Rayner's
words of caution about going too far and too soon down the road
of "untying'". She has commented in this context that she shares
the view of some Ministers that the PSA may not always be the
cheapest source for some local services.

I am copying this letter to the Private Secretaries to
Ministers in charge of Departments, and to the offices of
Sir Robert Armstrong and Sir Derek Rayner.

S AV
i- 5\ {/t ;‘bf/ [:» s\ > /'A‘J“T

D.A. Edmonds, Esq.,
Department of the Environment.




. PRIME MINISTER

PSA Repayment

Mr. Heseltine reports that Ministers
havenow accepted the principle of
repayment for PSA's services. He proposes
that PSA should be authorised to move to the

trial run next year. Sir Derek Rayner agrees:
his comments are at A.

Agree

(a) that PSA should move to the trial
run?
(b) that the issues raised by Ministers
should not hold up the next steps,
\tuo but should be considered in tandem
with the move to the trial run?
(¢) with Sir D. Rayner's caution about
( OVA h‘# S going too far down the road towards
NSt - ° "untying" (see para 4 of his coments)

WL e o} “‘ that when the outcome of the trial run

h{d)
db:"::f ps 0 is reviewed, the review should
e concentrate on getting the mechanics

of the system right, and should not
ll.‘L";eopen the question of principle?

e

29 May 1981
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From the Private Secretary 29 May 1981

WHITE PAPER ON EFFICIENCY

You told me yesterday that the Lord President had recon-
sidered his decision to postpone publication of this White
Paper. You said that he felt that it would be best to press
ahead quickly with the White Paper, and seek to persuade the
Treasury and Civil Service Select Committee to defer their
forthcoming enquiry into Government efficiency until the White
Paper had been published.

The Prime Minister is content for the Lord President to
circulate a full draft of the White Paper to Ministers and to
Sir Derek Rayner next week, with a view to publication by the
end of June. She has, however, asked me to say that she would
like the detailed figures on Departmental running costs

produced by the 1980 scrutiny of running costs to be published
in this White Paper.

E. G. M. Chaplin, Esq.,
Lord President's Office.




PRIME MINISTER

P5SA REPAYMENT

i I have seen the Secretary of State for the Environment's
minute to you of 26 May.

2. I very much agree with him that in the light of Ministers'
replies PSA should be authorised to move to the trial run
next year.

s The timetable for implementation (trial run 1982/83,
fully live 1983/84) allows ample opportunity for discussion
to get the mechanics of the system broadly right. The issues
raised by Ministers need not hold up the next steps. They
can be considered in tandem with the move to repayment. This
ig happening already, for example, in respect of proposals to
put capital new works expenditure on an "own PES" basis, which
might be implemented in advance of repayment. The detail of
the PES implications of repayment (eg sharing out the cake,
freedom to make trade-offs against other expenditure) will

in any case have to be got broadly right before the system
goes fully live. And some of the other very fair worries

voiced (eg the broad brush nature ol the accommodation charge)

can be picked up in the Development Group and in the light

of experience. I would hope however that Ministers will
recognise the enormity of the change and be prepared to accept
some rough edges at first.

4. In carrying forward these proposals, I would caution
against trying to go too far down the road of "untying" as

some Ministers would want. There might well be scope for
some untying of particular PSA services (as is already

recommended in the case of minor maintenance), but I believe
that Ministers as a whole need effective management of the




total estate by a central agency to ensure that the sum of
the individual decisions makes for an acceptable whole.

5. If you agree that these proposals should now be taken
forward, I hope that the Secretary of State will also now

be able to write to the Secretaries of State for Defence and
Foreign and Commonwealth Affairs to progress the PRS report's
recommendations in respect of the management of their
respective Estates and that the proposed studies can be

mounted soon.

6. I am copying this to Ministers in charge of departments
and to Sir Robert Armstrong.

P
'd

S

Sl
/

EREK RAYNER
28 May 1981




. @ PRIME MINISTER

In November last year you told the Lord President that
you would like to report to Parliament about what had been
achieved and what was in hand on efficiency in central government.
On 17 March, the Lord President's Office circulated an outline
White Paper on efficiency, with which you were broadly content
(attached A).

The Lord President subsequently decided to postpone publica-
tion of this White Paper until after the settlement of the Civil
Service pay dispute . He felt it would be unwise to publish a
paper on efficiency when the Civil Service was taking industrial
action, and he felt that the White Paper's comments on staff
reductions might make negotiations with the unions more difficult.

However, the Treasury and Civil Service Select Committee
have now set up a Sub-Committee to enquire into the efficiency of
Government. The Sub-Committee is meeting next Monday afternoon to
decide on its work programme, the witnesses it will call, ete.

Tn the light of this, the Lord President has reconsidered his
decision to postpone publication of the White Paper. He now feels

it would be best to press ahead quickly with the White Paper, and
seek to persuade the Select Committee to defer their enquiry until
the White Paper has been published. He considers that this will
help ensure that the Select Committee's enquiry gets off to a good
start.

Subject to your agreement, the Lord President therefore
proposes to circulate a full draft of the White Paper to Ministers
and to Sir Derek Rayner next week, with a view to publication by the
end of June., Content that he should do so?

There is one question you will wish to consider. You
commented on the Lord President's recent report on the 1980
scrutiny of Departmental running costs that you wished to see
maximum publicity given to the costs of running Departments.

Sir Dere Uggested that the White Paper on efficiency
would be a useful vehicle for publishing these f%gg;es. The only

argument against using the White Paper is that we presumably want
it to be positive about the work being done to improve efficiency,

whereas your concern to publicise Departmental running costs is to




some extent to expose Departments to criticism. The aim would
be for this criticism to urge Departments to greater efforts on
efficiency. The White Paper would be the natural vehicle for
publishing Departmental running costs, and you may feel the
conflict of interest I have described is not an argument for
publishing the figures separately. QContent for me to ensure that

the Lord President includes the figures on running costs in
“the’ White Paper? wemd

s

WA

W. Rickett

28 May 1981




PRIME MINISTER

SCRUTINY PROGRAMME 1980: WORK OF B4 DIVISION, HOME OFFICE

— e

1. This scrutiny was conducted under the supervision of
Mr Timothy Raison MP by Mr T G Weiler, a recently retired
Under Secretary. You asked me ﬁE‘?EEE'a particular interest
in it on your behalf.

2e B4 is a Division of the Immigration and Nationality
Department. It processes applications for naturalisation or
registration as a citizen of the United Kingdom and Colonies.
More details and the outcome of the scrutiny are given in the
Annex.

3 This minute invites you to take note of the scrutin

and comments on one particular aspect of it, namely delay in
.

——— e

processing applications.

The scrutiny

4. The staff of B4 work under great pressure. I was therefore
pleased to see several references in the report creditable to
them, eg the competence and courtesy of the personal enquiries
team, the staff's concern for thoroughness and efficiency and
the competence of the Certificates and Oaths Section.

Se The scrutiny was undertaken because of the time it takes
to process an application (up to %E_Eonths in some cases). It
was profoundly affected by two things I did not know ol before
it began. A reorganisatiaﬁ-ET'case work already planned

took effect on the day it started, while the White Paper on
Nationality Law published last Jﬁly disposed of options which
might otherwise have been available.




6. Mr Weiler's report therefore amounted, in his own words,
to "an extensive spring cleaning" rather than radical changes.

Substantial savings are accordingly not in prospect. Nonetheless,

the report suggested more effective procedures. It should
contribute to better staff morale. The scrutiny also had a
catalytic value: certain changes recommended by the examining
: offIEZ;rmere made while he was still at work.

Delay in processing applications

Te Other changes have been considered since the report was
submitted.

8. After the completion of enquiries into those applications
where the decision rests on the personal suitability of the
applicant, both London and provincial applications will now be
placed in a single queue for final processing. This will cut
down on one of the two main causes of delay, namely the operation

of a "first come, first served" principle. Although introduced
for fairness's sake, that principle has since become unreasonable
owing to delays in assessing the suitability of London-based

applicants.

Ye The second cause of delay is that it takes the Metropolitan

Police Force, which deals with one-third of all naturalisation
e ———————

cases, on average ten months to make its enquiries. Provincial
forces take four months. The Force has been faliing behind at
the rate of about 100 applications a month, but hopes that a
recently introduced experiment, in which certain cases are chosen
for a modified enquiry procedure, will show considerable savings
in time and cost. I understand that first results are very

encouraging.

10. Another option which is being pursued is the employment of
retired Police Officers as investigators. (Last year's scrutiny
of Vehicle Excise Duty Enforcement showed that some 70 such
people were then employed by the Department of Transport as
Inquiry Officers in the London area in substitution for the

Metropolitan Police. That scrutiny, which I hope will be the

2




subject of a separate submission presently, recommended,
however, that the complement of Inquiry Officers should be
reduced by 30 or so because they generated more work than the
London Enforcement Office as a whole could cope with).

1 The Home Office is following up this proposal with the
Civil Service Department. While the burden on the Metropolitan
Police Force is welcome to a degree — because some enguiries
have a significant bearing on security or crime prevention -

it seems wrong to accept so long a delay as ten months when

applicants are contributing to the cost ol the Home Office's

services.

12. I am copying this minute and its annex to Mr Raison,
who has agreed the terms in which they are expressed.

G4

)EREK RAYNER
2§ Nay 1981

Annex: Delays in the Handling of Applications for
Naturalisation and for Registration as a
Citizen of the UK and Colonies




DELAYS IN THE HANDLING OF APPLICATIONS FOR NATURALISATION AND
FOR REGISTRATION AS A Z ITED KINGD
AND COLONIES

L. The scrutiny reviewed the functions performed by B4
Division in the Immigration and Nationality Department ol the
Home Office at Croydon to see what scope there might be for
streamlining the processes involved and making changes to
provide a more efficient and economical service.

Background

2. The Division deals with individual applications for
naturalisation or registration as a citizen of the UK and
Colonies. At the start of the scrutiny the staff complement
was 217, but by its close it had been reduced to 212 as a
contribution to manpower savings. Although the complement has
since been increased again to 222, partly to cover extra work
connected with the British Nationality Bill, there are only 213
now in post owing to resource constraints. There were 48,600
new applications in 1979 (50,500 in 1980) and 53,350 enquiries
in 1979 (62,450 in 1980). Fees are charged to cover adminis-
trative costs. ;

3. The work of B4 is demand-led and constrained by factors
beyond its control, notably that the flow of applications
cannot be stemmed hy a moratorium, quota or ranking because
that would be politically impracticable.

4., Until 1973 applications were mainly of two sorts.

Decisions on naturalisation applications were (and continue

to be ) discretionary, based on suitability, and registration
used to follow as an entitlement once eligibility had been
established from the application. Since 1973, however,
suitability has also become a requirement for certain

categories of registration, and the time to process applications
has lengbthened accordingly.




5% In 1979 arrears of work began to accumulate drastically
and various measures were btaken to correct this. They increased
output significantly in certain areas of work but could not
match the increase in registration applications and still left
considerable arrears. Naturalisation and discretionary
registrations were taking 2 years 2 months and other registra-—
tions between 4 - 12 months at the time of the scrutiny and the
Parliamentary Commissioner for Administration drew attention

. to delays in one of his reports last year.

6. Last year's White Paper on Nationality Law indicated that
the balance will shift even further from entitlement to discre-
tion related to suitability. There is no firm basis on which
to predict further levels of applications but a high level must
be expected up to the operative date of new legislation and
under its transitional provisions. Moreover this is likely to
persist as long as there is political uncertainty elsewhere

in the world making the possession of a UK passport attractive.

s Where the test is suitability the several stages through
which an applicant must go consist chiefly of completing a
detailed application form, then enquiries mainly by the police.
Only at the last, when naturalisation or registration are

granted, does the applicant pay the appropriate fee. The time
scale is variable depending some times on the applicant replying
to requests for further information, but mainly on the length

of time taken by the Metropolitan Police Force and the operation
of a "first come, first served" principle at the stage of

"final consideration" following the enquiries.

The problems

8. The problems identified relate to:

2. Making the best of the staff who can be recruited
in Croydon, where there was a high turnover at the
time of the scrutiny.

b Further streamlining procedures within the Division.




Ce The management of casework.
d. The level and collection of fees.
€. The causes of major delays.

9. The results of the review of the problems covered by

a - d above were aptly described by the examining officer as
being "the equivalent of an extensive spring-cleaning, rather
than the identification of changes which would produce a
radical reduction in staff resources".

10. There would have been scope for substantial savings if
the criteria for citizenship had been changed in ways other
than those announced in the White Paper of July 1980.

11. However, the recommendations should when implemented
make better use o. hard-pressed staff and speed up casework,
with swifter collection of more fees. At present only 40% of

the costs are being recovered.

12, With regard to delays, the report made very useful
recommendations for eliminating the collection of excessive
or inappropriate detail during police enquiries as to the
"guitability" of applicants but left open two issues:

The Metropolitan Police deal with about one-third

of all the naturalisation enquiries. They take on
average about 10 months, whereas provincial police
forces take 4 months. This raised the question
whether the use of the time of serving policy officers
in the Capital is justified.

Although provincial forces complete their enquiries
faster than the Metropolitan, this does not secure
the applicant any speedier consideration in the
Division because of the operation of the "first come,
first served" principle.




13. The Home Office has now disposed of the latter problem
by moving to deal with applications in order of the date of

police and other enquiries. This means that the position of

provincial applicants in the queue will no longer be worsened
by older applications from the London area taeking precedence
and, incidentally, that the Division will be able to deal with
applications on the basis of information which is fresh and
up-to-date.

14. The Home Office has also made enquiries about the
employment of retired police officers to substitute for
serving policemen in the Metropolitan area — where, on the
current annual intake of some 3,300 London applications, the
Metropolitan Police has been falling behind at the rate of some
100 applications a month.

Al The Home Office estimates that it would need 27 full-time
officers to clear 3,000 applications a year; believes that they
would certainly be useful; and thinks that it would be able

to recruit them, assuming CSD Ministers agreed. The main
difficulty is whether, given the manpower policy, it is right
to seek equivalent savings elsewhere in the Home Office to make
room for these officers.

16, Home Office Ministers have agreed instead to a 6-month
experiment whereby selected applicants are not subject to the
usual full range of enquiries and interview by the Me tropolitan
Police. If the experiment is successful, there is the prospect
of major savings in time and cost. The Home Office view is
that this is a more profitable option at present than the
employment of retired police officers.

17. Even so, the numbers of applications for discretionary
registration are increasing rapidly and the indications are that
they will soon have overtaken naturalisations. Retired police
officers could be of great value in the near future assisting
the Immigration Service with the enquiries into these appli-
cations in the London area, and thus reduce the likelihood of
excessive delays arising similar to those which have been
encountered on naturalisation.
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Prime Minister

| have now consulted Cabinet Colleagues on the proposals for
putting PSA's services to the civil estate onto a repayment
basis, as recommended by Sir Derek Rayner and agreed at your
meeting on 17 March.

The majority view is that the principle of repayment is
acceptable and that the method of charging proposed is also
acceptable, at least as a first stage. Some Ministers would
prefer not to be committed to the change until the practical
mechanics have been much more fully considered. The charging
system was set out in some detail in the PRS report and one of
the purposes of the trial run is to provide the opportunity of
explaining the system to Departments and gaining experience of
its operation before becoming committed to incorporating the
accommodation charge formally in Votes. It is certainly
essential that the simplicity of the system should be retained
and should not be lost in pursuit of greater detail. We must
first see how the system works in practice before considering
further refinements.

In commenting on the proposals several Ministers express con-
cern about the implications in terms of expenditure decisions
and priorities, and the respective responsibilities of PSA and




Departments for determining accommodation requirements. These
issues are not dependent on the PRS system as such or on the
method of charging proposed. The PRS system is simply a method
of informing Departments of the costs of the accommodation
services they consume (based largely on unit costs and current
market rents), and provide a simple incentive to economy - as
space occupied is reduced, all associated costs, (rents, rates,
running costs) are reduced. s

The issues that Ministers have raised, on the other hand,
relate to the allocation of resources in PES and to decisions
on priorities. They bear on the problems of resolving the interests
of effective and economic estate management on the one hand and
the operational needs of Departments on the other. These
issues also arise under the Allied Service system and become more
acute when resources are scarce and when expenditure is severely
restricted. The introduction of repayment focuses attention on
them but they are not directly related to the charging system
proposed by PRS, They need to be considered in the context of
the associated changes in the PES machinery and we look to the
Treasury to put forward more detailed proposals for dealing
with them,

As there is clearly a good deal of uncertainty about how

the repayment system will work, and particularly about the

PES aspects, | suggest that we carry on to the trial run and
then review the outcome hefore becoming finally committed to
incorporating the accommodation charge in Votes. |f you agree |
will instruct PSA to proceed to the next stage and consult
Departments on the detailed arrangements for assessing and
allocating the accommodation charge. It is over seven months




since the PRS report was completed and time is now getting very
short to complete arrangements for the trial run in time for
this year's Estimates season in the autumn, But this should
still be the aim,

| am copying this to Ministers in charge of Departments and
to Sir Derek Rayner and Sir Robert Armstrong.




CENTRAL OFFICE OF
THE INDUSTRIAL TRIBUNALS
(ENGLAND AND WALES)
93 Ebury Bridge Road, LoNDON S.W.1
Your reference: Telephone: 01730 9161-7

Our reference:
N Bt

The Hon. Michael Alexander, M.FP naws Thanaao d

Frime Minister's Uffice o pea e danks
LA e S L

10 Downing Street Hrow Avts ’]-““"‘V‘%" i

London S.W.l. L;;ﬁgxx 7 22 May 1981
WS A WA

Dear Mr. Alexander,
?s/ prw M(f

)

You may recall that at the time of the Blunt scandal you
wrote to me expressing the Frime Minister's thanks for a
memorandum I had written to her relating to the revelation
by me that abéolutely no security existed in N.,A.T,U,'s
headquarters in Brussels (see the attached clipping from

the Sunday Express, inspired by me).

1 now write to you on an entirely different theme. Enclosed

is a report on certain matters concerning internal admin-
istration in the Central Uffice of Industrial Tribunals,

compiled by me and sent to Sir Oerek Rayner, with a copy

to the Ht.Hon.James Frior, through the intermediary of my

Member of Farliament, Sir Anthony Royle,

Of course, 1 appreciate that a report of this nature is not

a matter for the Prime Minister’s attention; yet nevertheless
it occurs to me that there are several items in it which

may well be of interest to the Prime Minister - for reasons
of which you will be aware. 1 am therefore submitting it

in order that you may consider - entirely at your discretion -
whether the Frime Minister would be interested in the
following parts:=

Listed in order of importance:

Para.l3 (Pages 26 - 28)
Para. 6(a) (Page 17 only)
Para. 3 (Pages 10 - 12)

The last sentence of Fage B and the first
three paras. of Fage 9




The fFirst two paras. of (e) on Fage 13

The last para. of (d) on Page 14
Para.(f) on Fage 15

Aespecpful ly,
Louis Smith

1 The Rt.Hon.James Frior, M.F,
Secretary of State for Employment

f
Sir Uerek Hayner, G.H.E.

AR.S.Allison, Esq
Director of Establishments
Oepartment of Employment

Mrs E.E.Craske

Secretary
Central OfFfice of Industrial Tribunals
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Explanation of the Sunday Express article

The NATO Security Oirectorate at one time tried to

inaugurate spot-checks of briefcases taken out of the

Security Zone by NATU personnel.

Top-ranking persons such as Ambassadors, Generals
and suchlike, ignored the requests of guards to pro-

ceed to the Guard Room for a check; and in any case
guards were in the main shy of tackling high=-ranking

persons, so they concentrated on the small fry.

The NATU Staff Association informed the Secretary
General that they would not allow any member of the

staff to be spot-checked unless the rule applied to

everyone, irrespective of rank.,
Nothing was done: the Urganization obviously prefers

to subordinate vital security to convenience of rank!

Thus, there is - unbelievable though it may seem -

absolutely no security in NATU headquarters. Any

member of the staff, or the Uelegations, can take
Losmic Top Secret files out of headquarters, photograph

them and return them.

This was in Fact done for six years by Francois FAoussihle,

who was caught only after a defector fingered him.

M,Roussihle had held the vital post of Head of the
Translation Service, and could thus select at his
convenience the choicest documents (as all documents

are translated into English and French).

Had a spot-check system been in operation, Houssihle
would never have dared to take material out of HQ.
100,000,000 dollars were allocated to re-locate missles

sites, etc., due to damage done by Roussihle.

This is what 1 informed the Frime Minister of at the;//7

time of the Blunt scandal, in the interests of the
U.K, and N.,A,T.U,




CENTRAL OFFICE OF
THE INDUSTRIAL TRIBUNALS
(ENGLAND AND WALES)
_ 93 Ebury Bridge Road, LoNDON S.W.1
Your reference: Telephone: 01-730 9161-7
Our reference:
2lst May 198l

Sir Derek Rayner, KCMG
Prime Minister's Office

10 Downing Street
London S.W.1l

I attach a report on certain matters concerning the
administration of the Central Office of Industrial Tribunals,

which I hope will ultimately be of benefit to C.0.I1.T.,

the Oepartment of Employment, and the taxpayer.

Louis Smith

Eci The Rt.Hon.James Prior, MP
Secretary of State for Employment
l2 St. James's Square
London W.1l




CENTRAL OFFICE OF INDUSTRIAL TRIBUNALS

HEFORT ON FINANCIAL WASTAGES, GROSS
OVER-STAFFING AND MAL-ORGANIZATION

by
MA L SMITH

FOHEWURD :

A: I joined the Civil Service in 1873, and was posted
to CUIT fFrom DOE Oivision UAl (overseas Uivision) in
May 1977. 1 am an Executive Ufficer.

After due deliberation I consider that this report is
necessary in the general interest of the Oepartment of
Employment and the Civil Service. 1 appreciate that
it is unorthodox but I believe that nothing will ult-
imately be achieved by conventional treatment. 1 have
already tried that, and the lack of results will be
made evident in this report.

The term "Management' in this Report in the main refers
to management at SEU and HEU level.

It goes without saying that generally speaking no
reasonable individual wishes to enter into harsh
criticisms of his senior officers. For one thing,

the subordinate - cannot possibly gain anything; and
indeed stands to lose considerably in overt or covert
ways, whether he is justified in his criticisms or

not being immaterial. An idealistic auditor in the

U.S. Uepartment of General Services exposed gross abuses
in aircraft contracts, and faor his endeavours was dis-
missed and hounded. In NATO three auditors who strongly
attacked a million dollar pay=-off to an individual

which in their views was utterly unjustified, were

eased out of the Urganization.

Ferhaps the theme was most superbly expressed by the
XV1lth Century writer blaise Fascal, who wrote:

"Strange zeal, which condemns those who
expose public faults and not those who
commit them"

So the prudent person is aware that there cannot possibly
be any gain in a report of this nature, and that he
might be sub jected to consequential stress and strain.

Notwithstanding that, it has to be done.

l. THE BRIGHTUN FUAMS FI1ASCOU:

Un 6 Uecember 1977 I submitted a meticulously detailed memorandum

to Management proposing a radical change in the distribution

LR e




of IT forms to ROITs, which at that time was done by a CO
especially engaged for the job, stationed at the Brighton
UFFice of Industrial Tribumals (0IT). About 1,300,000 such
forms were distributed annually,and in addition case-file
covers and IT Lls (IT Procedure pamphlets) to the tune of

about 40,000 each were distributed from there to ROITs,

Attached as Appendix A is a copy of my memorandum, which was
minute No.ll on the Distribution of IT Forms File. At this
stage it is advisable to interrupt reading to study Appendix

A, otherwise what follows will lose in significance.

3%
The system of distribution at that time had been designed
by Mr "Faddy'" Bourke, then HEO, COIT. Frior to his intro-
duction of the system the distribution had been done from
what was then known as the Common Services Section [(now the
Staff & General Services Section, of which I am the supervisor),
and there was only one basic reason for the switch to Brighton
and the recruitment of a CA (later promoted to CO) to handle
the distribution: the reason was, quite simply, to rid Mr

Bourke's Unmmgn Services Section of the work and effort in=-

volved. That.Section was s0 appallingly lacking in all control,

supervision and organization that the Section could not cope

with the work.

(Later in this document I shall include substantiation of the
highly critical remarks made in the preceding paragraph. My
intention is not to criticize casually, which would be irres-
ponsible of me and unfair to the officers criticized, and

for that reason 1 shall write nothing which is not scrupulously

correct in grounds and substance).

The system was quite simply grotesque and shockingly wasteful.
The fact that it was even permitted to be put into operation
was an indictment of Management's flair for not totally ex-
ploring, assessing and analysing all factors pertaining to
any particular project or problem. Had an in-depth study
been made by the HEO's superior, and had the latter not
allowed himself to be easily influencable by the HEU, the

system would nmot have received approval.

Un 7 Oecember 1977 the then HEU, Mrs Brough, submitted the
File to the then SEU, Mr Hosser. Mr Rosser merely said that
the new system had not been running long enough to give it

a fair trial. It had in fact been running for 20 months,




3

In brief, my proposal was completely ignored and 1 was com-

pelled to carry on the grossly wasteful and absurd system.

One would have thought that in any case the proposal merited

a detailed reply as to why it had been turned down, with the
courtesy of a remark complimenting me for the effort and
initiative I had demonstrated: but no such thing happened,

which is not surprising as staff-psychology in COIT is virtually

non=-existent.

In late August 1978 the CO at Brighton resigned and this gave
me the opportunity to re-submit my old proposal. However,

no decision could be obtained from Mr Burns, the COIT SEO,

who quite patently was irked by it. On one occcasion he said
plaintively: '"What I can’t understand is why this scheme
wasn’'t adopted when it was put forward?", yet he could not be
persuaded to authorize the change to the new system. In effect,
he was simply shirking making a decision Jettisoning a system

which had been in operation for yearé.

To my astonishment, so determined was he not to be forced
to change the system that he ordered that another CO should
be engaged to replace the one who had resigned; and the Job
Centre at Brighton was asked to do all possible to find a

replacement.

Fortunately (fFor the taxpayer), no suitable candidate could
be found. The absurdity of the whole matter, which I stressed
to Mr Burns but which left him completely indifferent (logic
and commonsense have little effect upon him), was shown by
the fact that they were insisting on a candidate having
O-levels normally required fFor a Clerical UfFFicer position,
when in Fact his work would comsist totally of helping to
offload lorries, humping parcels from the ground floor to

the basement storage rooms, putting forms, etc., on shelves,

then in due course packing them and taking the parcels to

the Post Office for despatch to the ADITs and UITs.

As the end of 1979 drew nigh I was placed in the invidious
position of having to provide IT forms to the ROITs without
any fFunctionable scheme operating. So determined did Mr

tao wish
Burns appear not/to be responsible for the elimination of

L) 4




the forms depot at Brighton that a proposal was made which
can only be termed "insane'. The then HEU, at Mr Burns'
instigation, suggested that a CO from my staff should go

to Brighton weekly - or more often if necessary - to despatch
the forms. This would have involved the Alice-in-Wonderland
situation of the forms being received at CUIT in London

from the DE reprographic service, sent by post to Brighton

by my staff, then one of my staff would run down to Brighton

at least once a week to despatch them!
All this in spite of the detailed proposal by me.

At the end of 18978 1 simply put my old system into effect,
with some trivial technical changes.l had no approval or choice.

Mr Burns, in face of my insistence that something be done,*
made the decision to get a new HEU who was due to arrive

in COIT at that time to "investigate' my proposal. The

new HED was told to do this and naturally discussed the

matter with me, after which he wrote a minute enthusiastically
recommending my project [(which had in fact been put into

effect by me in any case).

Faced with the fait accompli, with the inability to recruit
a CU fFor Brighton, and with the enthusiastic report of the

new HEO, Mr Burns finally approved the scheme. He then sent
the file to Mr Fisher, then Senior Principal, for his formal

authority. FPriorc to this Mr Fisher knew nothing about my

proposal or criticisms.

1 had put forward the proposal on 6 Oecember 1977, and it
was authorized at the end of December 1979: it had taken

me two years of frustration, two years of being made a party
to wilful wastage and a stupid, troublesome system, to achieve

my aim,

Since first aF’Jangary 18B0 the system has Functioned per-

fectly smoothly, without a single guery or problem.

1 anticipate that when this matter is enquired into, the excuse

for adopting the "Irish situation" at Brighton in the first
place will be that the staff of Common Services in 1977

could not cope with the despatch of IT forms to AUITs direct

% That my scheme be given approval. S R




from London. In this respect it is interesting to study the
staffing situation then and now:-
Common Services and the Staff & General Services
Staff Unit (later combined)
1977 19811 %%
2 EOs 1 EOD
6 COs 2 COs
2 CAs 1 CA

(In both cases the Telephone Operator and the Faper-Keeper
are not included].

As my Section, currently staffed as shown in the right-hand
column above, handles all the IT forms despatch to ROITs,

along with case-file covers and IT Lls, without any problems,

it is clear beyond all valid contestation that the reason why

it could not be done by the old Unit - which had considerably
more staff - was that there was such lack of control, supervision
and organization that they were not up to it: plus the Fact

that it made Mr "Paddy'" Bourke free from the irksome travail

of having to cope with the forms.

(As an indication of my own temperament and nature, it should
be noted that 1 proposed the elimination of the IT forms depot
at Brighton although it would add enormously to my Section's
work. In effect, 1 was willing to sub jugate my own personal

convenience in favour of preventing appalling and wil Ful

wastage of money (precisely the opposite of what Mr Bourke
did)). I

It is vital to understand that never, at any time, was a

single flaw found in my proposal. Nobody at any time contested
any part of it. Quite simply, it was given a total brush-off.
By so daing, Management betrayed that it did not have the
gumption or judgement to give appropriate study to an important
proposal relating to important economies (or conversely,
preventing absurd wastage).

In brief, Management had ne intention of accepting from a

mere EU (and only six months or so with COIT) a total reversion
of a scheme introduced by an HEO,

Management has shown itself on many occasions to be what might

be vulgarized as '"grade-mad", in that an HEU who is new, young
and inexperienced, will be listened to, while an EU who has

vastly more experience and capabilities will be brushed aside.

¥%% There has been no diminution in any aspect of the work , o AR
and in Fact this shows how gross was the over-staffing.




The final system, allowing for the minor technical
changes from the original memorandum of 6 Oecember
1877, was that my Section would simply order stocks

of forms, maintain them in the store at COIT, and the
ROITs would simply order when required by simple minute
stating quantities (no SE 234 is required).

Orders from me to the Reprographic Unit of DE HQ are
staggered, being placed as and when required,

This simple procedure, which operates to the advantage

of the RAepro Unit and the AUITs - without the slightest
hitch - must be contrasted with Mr Bourke's old system,
which flooded the Repro Lnit with massive quarterly
orders, and which imposed upon RADITs arbitrary quantities
every quarter, causing severe problems in that quantities
bore no resemblence to requirements (For reasons explained
in Para.2 of Appendix A) and created storage problems

in some ROI1Ts,

1 dislike introducing casual conversations into this
report, yet 1 Feel that one is merited because it
succinctly summarizes the situation: an Assistant Secretary
(HEU) at a AOIT said to me on the telephone, in what

can be called a disgusted tone: "Everything was going

all right until that stupid Paddy Bourke started inter=-
Fering".

(There will be more about this later).

STAFF :

When 1 joined COIT I found immediately that a CO and a

CA were virtually useless. 1 make that statement with

considerable regret and indeed would have got more pleasure

out of praising them.

I do nmot intend to introduce data concerning their in-
adequacies in this RAeport, yet it is obviously essential
that I substantiate this statement to at least a minor

degree. 1 will therefore give instances:-

She was in charge of the stationery stores,
which included the stocking of 1T forms fFor the
three London AOITs. She was given explicit in-
structions by me that when a form was revised, and
the old one to be wasted, the greatest care had to

be taken to waste the old stock when the new form
arrived; and that when a form had been revised yet
the previous version had to be used to exhaustion,
she was never to put the new form on top of the
old stock.




All these explicit instructions and entreaties
were to no avail. Invariably when a stock of a
revised form was received she would simply dump
them on top of the existing stock. This would
have meant (had I not supervised closely) that

a revised form would be issued to the London RAGITs
then as the stock went down she would have arrived
at the old form and started to automatically issue
it - and the staffs of the ROITs might not have
noticed that they were reverting back to old forms
(at least for some time).

As some of the revisions were for legal reasons
it was essential that old stocks were wasted,

Eventually I had to teke over all the handling of
forms myself.

As a CU, this woman should have been capable of
writing a simple minute, yet she was totally in-
capable. For instance, 1 asked her to acknowledge
receipt of a rubber stamp and she wrote: "We have
recieved the rubber stamp and are greatful For it."

The CA:

She was given a pile of a President’'s letter
to Chairmen and a pile of documents, together with
prepared envelopes. She was told to put one letter
and one document in each envelope, and that there
should be . 9 of each left when she had finished.

1 carefully showed her how to take one letter from
the pile, and one document, stressing that she had
to make sure that she did not pick up two of either
item,

When she had finished there were only 2 letters left
and 19 documents. Staff had to open all the envelopes
while I sorted out the contents, then someone had

to reseal the 200 envelopes with gummed paper.

No operation could be simpler than this and the woman
could not do it.

She was sent to the then Registration § Uecisions
Section to perform the simple task of making out
dockets for applicants. After two weeks she was
returned to me as useless. Many of her dockets had

to be made out a second time, and even then they often
were wrong.

She was sent to A Section of London (Central) ROIT
but was returned to me the same afterncoon: not wanted.

She was sent to another Section and was returned two
days later.

This woman had been in the London (North) ROIT but
refused to accompany her Section when it moved from

93 Ebury Bridge Road to Woburn Place, WC 1. She
turned up and sat in a completely empty office, doing
nothing, and Mr Bourke Found her there and put her

in Common Services. There was no reason why she could
not have gone to Woburn Flace (which was actually

much more convenient For travel from her home) other
than her obstinacy.




On one occasion 1 asked her to mover her desk as it was
blocking an exit passage to a door, When she did not do
so 1 moved it. The next day she did not turn up, and was
reported "sick". The next day she was also absent, and
later that day 1 told someone to ring her to say that her
desk could stay where it was, and the following day she
reported for duty.

She had been with COIT for over three years prior to my
arrival.

I nmow arrive at the purpose of mentioning the Foregoing.

I wrote numerous reports on these two members of the staff.
Nobody contested them. Mr Bourke said of the CO: "She's

a law unto herself" and of the CA: "There’s nothing to be
done about her,'

When he left and Mrs Brough took over as HEO, she was very
sympathetic about my complaints and had a stock phrase, always
spoken with feeling: "Lou, I couldn’'t agree more". She
claimed that she was unable to get the SE0 to approve

any action, .

Then an HEOD (Mr Tottem) substituted For the SEO0 for a few
days and at my request he contacted Establishments and
arranged for a "career interview" for the CO. She was sub-
sequently transferred - two years after 1 had started writing
reports on her. And the problem was simply shunted to
another Division.

She visited COIT and I asked her what she was doing and she
replied: "Filing". This is a CA's job.

The CA was sent for a "career interview" (a farce) and
Establ ishments said Flﬁtly that they could not tranfer her
because it would destroy their reputation if she was shoved
on to another Oivision.

Then in 1880 a new Section was opened up in another Division
(dealing with a census, I believe) and she was seconded
there on detached duty. Soon thereafter she was transferred

to yet another Section and struck off COIT's strength.

This was three years after 1 had taken over the Unit, and

more than six years after her engagement.

Here is the crux of the matter: For over two years in one
case and three in the other, I was forced to watch these
two women doing hardly anything because there was nothing

they could capably do.
wen 9




1 wrote repori after report categorically informing Manage-

ment that these two members of the staff were employable

for no more than 10% - 15% of the time. Nothing happened

for the two and three years referred to. Taxpayers' money

was literally thrown down the drain day after day and 1

was forced to watch it.

Reports are available, held in a cabinet in my office. An
overall report on the CO which I was preparing just as she

was transferred was thrown away by me.

The only term I can find to adequately describe a Management
which imposes such terrible staffing problems onto a Supervisor,
Frustrating him to the limit of endurance, and which is
indifferent to the waste of taxpayers' money, is "irresponsible".
1 regret having to employ the term, but I am the one who
suffered and as far as 1 am concerned a spade is going to be

called a spade.

3] FINANCIAL WASTE: THE LAW LIBRARIES:

(2)There are two Law Libraries at 93 Ebury Bridge Aoad and twenty-
three at the ROITs and 0UlTs. Each Law Library contains

the following publications:~-

Supreme Court Fractice
County Court Fractice

All England Law RAeports (from 1936, twenty-nine
years before the Industrial Tribunals started)

Halsbury's Laws of England

Halsbury's Statutes

Industrial Cases Reports (also sent to all Chairmen)
Industrial Relations Law Reports *

Industrial Tribunals Reports of Uecisions (ITRs)
(ceased on 31 Uecember 1979)

Stroud’s Judicial Oictionary

Mayne & McGregor on Uamage

Cheshire b Fifoot's Law of Contract

Grunfeld's Law of Redundancy

Hedgrave's Health & Safety in Factories

Hedgrave's Uffices B Shops

Sex Uisecrimination
In addition, copies of all appropriate Acts and Statutory
Instruments are contained in the Libraries (as well as being

sent to all Chairmen).




With resp
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1l submit that the wastage on expensive bound

volumes is enormous (The Supreme Court Fractice costs 470
I and 2; and the volumes of All ELRs, Halsbury's

fFor Vols.

Statutes and Halsbury's Laws cost about £43 each (1980 price)).

Taken at
Vols 26 =

random

39 of Halsbury's Laws:-

Fublic Health
Rating

Registration concerning
the lndividual

Savings banks
Taxation

Trade & Industry
War Oamage

Weights & Measures
Constitutional Law
Fisheries

National Insurance

Carriers

to illustrate my point are the contents of

Furchase Tax
Road Traffic

ARoyal Forces

Shipping & Navigation
Town & Country Flanning
Trade Marks & Trade Names
Water Supply

Agricul ture

Customs & Excise

Food

Social Security

Companies

Employment (Free Movement of Workers; Social Policy
and the EEC Fund)

Manufacture & Keeping of
Explosives

Family Arrangements

Fire Services

Foreign Relations Law

Extradition & Fugitive
Uf fenders

Undue Influence and
Voidable Conveyances

Dairies & Slaughterhouses

I submit that there is nothing in those volumes likely to be

of even remote interest to the conduct of Industrial Tribunals,
and even if there was it would exist in some more appropriate
Form such as an Act or SI. The same theme applies to hundreds
of expensive volumes,

To my mind it is ludicrous, above all, that a tiny OIT which
handles one case a day (and may go fFor a week without a case)
has a Law Library more appropriate to the Supreme Court of

Judicature.




Equally ludicrous (again in my opinion) is that whereas

the authorities propogandize the Industrial Tribunals as

being a simple and speedy method of redress of complaints
relating to Unfair Dismissal and suchlike - which any average
individual can handle himself - the ROITs and 0lTs are stocked

with these massive Law Libraries.

1 have taken this question up time and time again with Man-
agement (including the present HEO) and - quite simply =
nobody wants to know about it. The only comments I have been

able to elicit are the following:-

(a) That gaps are not wanted in the Libraries;
and (b) An eager barrister or solicitor might refer
to any of the volumes.
Neither of those comments hold water. In the first place,
it is not a matter of "gaps'": it is a matter of the entire
set not being of use. And in the second place, any references
by barristers or solicitors would most likely be red-herrings
introduced to obscure the true issues, for the simple reason
that there is no reason for anything from the three items
referred to be applicable to IT cases. Even if such references
are in fact made by barristers or solicitors, the Chairman
could simply instruct the Tribunal Clerk to have photocopies
made of the reference from the publication brought to the
Tribunal by the barrister or solicitor.
Suppose, for instance, an eager lawyer referred to an All
England Law Report of fsay] 18380: the Tribunal would have
to have a photocopy made. And if this could be done in the
case of an 1890 citation, it could also be done for a 1980
one.

Naturally, there may in fact be no citations from All England

are
Law Reports, but if there in Fact/any they will certainly be

extremely rare.

As for Halsbury's Statutes and Halsbury's Laws, I cannot
see why they should ever be referred to (if I am wrong, and
a reference is made once in a blue moon, then a photocopy
would have to be made).

While the Supreme Court Fractice might be available in the

President's Law Library, I fail to see the necessity for
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this volume in 21 ROITs and 0ITs (at £70 a time).

As 1 see it, the Industrial Cases Reports and the Industrial

Relations Law Aeports should be sufficient for the Tribunals,
when conjoined with all the Acts and Sls.

As the essence of an Unfair Oismissal case is whether the
dismissal was fair or unfair, it seems to me astounding that
massive Law Libraries are required.

Set in the context of the current campaign by the Government
to effect economies and stop wasteful expenditure, the flood
of volumes constantly pouring in to the Industrial Tribunals

seems thoughtless. (See addendum: P.26, Para.ll).

Since the Industrial Tribunals were formed in 1965 mo inventory
of any Law Library had been taken until I instigated it in

1978 (see the first document on the Law Libraries file, written
by me).

It should be noted that it need an EO to instigate this,

no superior officer having even thought of it.

THE OLD COMMON SERVICES SECTION:

When I took over supervision of this Section it was a shocking
shambles.

My predecessor had sent out a minute to all RUITs asking

them to send in their unbound parts of I1TAs for binding,
including those from Chairmen. The parts should have been

in complete sets when sent in, each set consisting of six

or nine parts (depending in the volume) and an Index. Because
no strict rules for submission had been laid down in the
primitive minute, staff at the ADITs simply sent in all the
parts they could lay their hands on, with little or not
attempt to make sets complete. As an exercise of this nature
requires to be strictly controlled from the very beginning,
and there was no control at all at any time, a chaotic
situation awaited me.

There were 9,000 loose parts of 1TAs in any order, no effort
having been made to control them. These Filled three large
metal bookcases.

There was no record as to which ROIT had sent in which parts.

1n general the reception of the loose parts had been left
to the CO referred to in Para.2 herein: the worst person
in the world to be given a job requiring meticulous control

and organization.
1 regret saying this, but there was no supervision,
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This was the morass into which I was plunged and left to

sort out, blighted by the then HEO (Mr '"Paddy' Bourke), whose
qualities were precisely the opposite of those required

in such a situation,

I tried to get the CO and the CA referred to in Para.2 to
sort all these loose parts into sets, but it was hopeless

and I had to do the job myself. It took me weeks. Then I
had to ascertain the deficiencies to make complete sets

and order them.

In addition to the three bookcases, there were numerous boxes
with jumbled masses of loose ITR parts in them.

In brief, the situation was mis-management at its very worst.

The Section was a pigsty, with old rubbish everywhere. For
instance, between the tops of the three bookcases (a total
length of 15 feet) and the ceiling was a mass of rubbish.
Under the desk of the CU referred to was a box containing
fFive years' supply of used rubber stamps sent in by the
ROITs, The Supervisor had not had the gumption to dispose
of them, or to tell the AUOITs to dispose of them.

Every marning the HEU would come to the Unit to help slit
open the mail (all post is received in the Unit). wWhen I
asked the staff why he did this, the answer was that he had
nothing else to do (this was in fact an accurate statement).
A few days after 1 had been there Mr Bourke came to me and

- to my astonishment - asked me if there was anything 1

could give him to do, as he would "go beserk sitting down
there doing nothing" (the guotation is exact). 1 told him
there was nothing so he went down to the basement Registry

to help the Faper-Keeper put files away. A highly-paid
managerial Higher Executive Officer!

The Common Services Section was the only Section the HEO

had, and obviously he was not needed. In fact, he was utterly
detrimental to the Section and the post should have been
eliminated, leBQing me with direct access to the SEU (which
was only necessary in matters relating to the staff for which
authority was required - such as transfers).

Fortunately, after a short time Mr Bourke was transferred

to the Registrations & Oecisions Section, and Mrs Brough

took over as HEO.

In the same large office of Common Services was another Section
referred to as the Staff B Instructions Section. As the EO's

desk was parallel to mine it was inevitable that I should
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soon notice that she had virtually nothing to do (this

statement will shortly be substantiated).

This is not meant to be derogatory of the EO concerned, as

the lack of work was inherent to the post, and the responsibility
was Management's for permitting it to continue.

It was patently obvious to me within a week of my arrival

(May 1877) that my Section and the other in the same room

should be amalgamated,

This was eventually done in November 1978, eighteen months

after my arrival and years after the Sections had been created.

Why could Management not see and appreciate what was so obvious
to me immediately upon my arrival? The answer, of course,

is the indiligence and neglectfulness of Management.

When 1 took over the Staff & Instruction Section, combined
with the Common Services Section and then known as Staff &
General Services Section, I found, indeed, that the EO0O had
had nothing to do. As I took over the duties nobody is more
gualified than I to make that statement.

Every day a few bits-and-pieces relating to pay or personnel
matters came in from HQ and were simply passed to the two

CO0s for attention.

The only thing I had to do was to prepare COIT Rirculars

and COIT Instruction Circulars, each one about every ten days.
The Instruction Circulars consisted of notes (usually prepared
by the Senior Principal) which were stapled together and

sent for typing.

The COIT Circulars consisted of noting changes in staff above

CO level, changes in Chairmen, and a few miscellanecus notes,
Each circular took me about ten minutes to prepare.

This, then, was virtually all the previous EO of the Staff
Section had had to do. Thus my belief that the post should
have been eliminated years before it was, was confirmed.

Even the simple preparation of the circulars was ill=done,
for the EO0 had maintained on the file all the scruffy old
drafts of the circulars, making cumbersome untidy files., The
First thing I did was to take the two files to pieces, take
of f the old drafts and throw them away, leaving tidy, compact
Files oF circulars.

There was one CA in the old Staff & Instructions Section -

doing totally useless work.

s
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This consisted of making out dockets for Hespondents. To
my mind there was no need for these, as the Applicants’ dockets

sufficed. I found that the only reason Respondents’ dockets

were prepared and maintained was that occasionally (about

three times a week from what 1 could gather) a solicitor
would ring up about a case, would not quote a case-file
number and could only give (accurately) the RAespondent’s

name (his client), not the applicant’s. Instead of the clerk
receiving the call simply asking the caller to ring back

with the case-file reference number, dockets were maintained.
Thus, considerable costs in prirting the IT 52A, and the

total employment of a CA, was undertaken simply to deal with

the occasional telephone call

I immediately recommended to the HEO (Mrs Brough) that the
practice of preparing 1T 52Rs and the post of CA should be
eliminated, but she was reluctant to give approval. All she
could say was that it would "look silly" doing away with the
procedure "after all these years".

Then one day Mr Bourke (then in charge of Registrations &
Decisions Section) came to me to ask for the wooden pidgeonhole
contraption in which the Respondets' dockets were maintained,
as it was needed for Applicants’' dockets in the Registration
Section. When I explained to him about my proposal to do

away with the IT 52Rs he enthusiastically endorsed my view,

and together we went to see Mrs Brough, who, under our combined

persuasion, then agreed that the practice should be abandoned.

The CA post was retrenched (this falling just as the CA was
promoted). g
Later, at my suggestion, one of the two CO posts was retrenched,
the remaining CO handling pay and staff matters. :
Thus, a Section which for many years had consisted of an EQ,

two COs and a CA, now boiled down to orme CO!

Entirely at my instigation, Four CO posts in the old Common
Services Section were retrenched (a further CU post was re-
trenched, not at my instigation, when Mrs Thatcher's campaign
For cuts got under way).

Why had this over-staffing been allowed to pertain for years?




THE FREMISES LIAISUN GLFFICER:

At the beginning of October 1980 a new HEOD joined CUIT:

Mr B C Laughton (about 35 years service, mostly in UBUs]).
Within four days he had shoved the Fremises Liaison job onto
me, wanting no part of it himself.

This job had always been done by the COIT HEQ, for the very
simple reason that he had hardly anything to do (see OE

HQ Survey Team report which said of the then two CUIT HEUs
that one had "very little to do" and the other "little to do".
Hoth statements were euphemisms for "nothing" and "hardly
anything." (I will return to this shortly].

The Fremises Liaison UfFficer's job consists of constant minor
irritations: leaking toilets, electric lights not working,
heating not fFunctioning properly, and so on. This is why

the HEU wanted mo part of it.

On 10 November 1880 (about three weeks after I had taken

over the post, in addition to running the Staff & General
Services Section) the heating system broke down completely

due to the Thames flooding through a sump into the basement.

Most of the staff were sent home in the morning of the loth
(this was not the First time),

On the llth, many of the staff went in taxis to the offices
at Woburn Flace, taking fFiles, etc., with them. Chaos reigned
- as the saying goes - supreme.

The heating system at No. 83 Ebury Bridge Road is notorious,
the source of constant complaints from the staff (cold air

blowing out in winter, hot air in summer!), and frequent
partial breakdowns. The general consensus of opinion among

the staff is "Nobody really understands it".

1 waited fFor seven days after the heating was returned to

normal [mid-day on 11 November 1SBU) then wrote an aide-
memoire when it became obvious that Management was doing

l"lDT.'.hif"lg to prevent a recurrence.

A copy of the aide-m€moire is attached as Appendix B. It

will be seen that 1 sent a copy to Sir Robert Cox, Chief
Executive of the FSA, to the FPSA Area Officer, and to DE
Est CS5c (Accommodation Services).

I was admonished by Mr Burns, SEU, For sending a copy to
Sir Robert Cox. 1 was tald that the normal channel of

communications was to Est CS5c. I replied that I knew
this, of course, and had deliberately involved Sir Aobert
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Cox in the hope of getting something done about this vexing
question of the heating system and the refusal of Est CS5c
(through the PSA) to provide an emergency stock of electric
heaters.

If Mr Laughton had wanted to impose the duties on me, Management
would have to expect that 1 would do things my way - which

would not necessarily be stereotyped.

In effect, Management (Mr burns) preferred that I adopt the
orthodox procedure of writing to Est CS5c = which was guaranteed
to achieve no results (based on past experience, and in
particular the fact that only ten days before this fiasco

I had asked Est C5c to provide 20 electric heaters and had
been refused] - rather than my writing principally to the

Chief Executive of PSA and possibly achieving results,

I told Mr Burns that I had acted as Fremises Laison OffFicer

and that all blame - if any - should be attached to me.

THE COIT HEQCs:
1 was astounded when 1 joined COIT and took over the then

Common Services Section that there should be a Higher Executive
Officer assigned solely to that Section. There was glaringly
nothing to do (except interfere with my efforts to organize

the chaotic Section), to the extent that the appalling
situation arose wherein the HED slit open envelopes every

morning in the Section, and helped the Paper-Keeper put

away fFiles (just to give himself something to do).

This had been going on for years.

Even more surprising was the case of another COIT HEQ (Mrs
Brough), who had the sole function of being in charge of
the Staff & Instruction Unit, to which 1 have previously
referred. She, too, had been there for years. %%

Even after the amalgamation of the two Sections, with Mrs
Brough as the HEO, there was nothing for her to do. It was

only necessary for me to refer matters needing authorizations

to her (transfers, etc), and this was acadeemic to a large

extent because no action was usually taken (being referred

by her to the SEO).

The indiligence and gross neglect of Management is evinced

by the ludicrous state whereby HEUs were kept in post doing
At the time of writing the remaining element of the olg 18
Staff & Instruction Section in my Section is one CO (Miss °°°

Fembertonld. Therefore, Mrs.Brough, HEO, had for years

effectively Supervised only work which could have been
done by one CO! The duties have not diminished in the intervening

period.




virtually nothing.

Mrs Brough's post was retrenched (early retirement) following

the DOE HU's report.

(The SEU said to me of my Section: "It is obviously a well-run
Section." Little did he realize the fFrustrations of running

)

If confirmation of the statement that Mrs Brough had nothing

to do is required, it can be found in a statement she herself
made. When she was going on two weeks summer leave no provision
had been made for substitution (a normal procedure in COIT

and the Regional offices) and when I mentioned it to her

she replied that there was no need for anyone to act-up for

her because there was '""mothing to do'".

However, the previous year the E0 of the then Staff & Instruction
Section (a firm friend of Mrs Brough) had substituted for

her for three weeks (doing nothing!). That EO had also been
promoted to HED, Mrs Brough being the Reporting OfFicer,

(It puzzles me how an E0O who for years had been doing virtually
nothing (in the then Staff & Instruction Section, not because
it was her fault but because there was nothing to do; and who
had sat for those years watching a CA make out Respondents'’
dockets unnecessarily; and who had mot had the gumption to
throw away scruffy old drafts of circulars) could have relevant
parts of her Annual Report satisfactorily completed: such

as JUDGEMENT; FORESIGHT; OQUTFUT, etc.)

Later, 1 substituted for a week For Mrs Brough. This arose
because a problem had been created in that one of my CUs
was disgruntled that she had been unable to act-up for me
because 1 was not acting-up for Mrs Brough. So on the next
occasion of Mrs Brough's absence the SEU ruled that 1 had
to substitute for her. I sat in her office for a week,
answering an occasional personal telephone call for her

and a ten-minutes job about Fress Notices for the SEU; that
was all. To avoid the embarrassment of sitting doing nothing

all day, I dealt with my normal Section work.
"Substitution" is one of the more ludicrous aspects of COIT,
One would find it hard to believe, but when Mr Bourke went

on leave an EO [(my predecessor in the then Common Services
Section) acted-up as HEO(!). Management gone mad.
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THE COIT SURVEY TEAM:

In late 1978 the UE HQ Survey Team started an inspection of
the ROITs, This gave Management a brainwave and a COIT
Survey Team was formed. When 1 asked Mrs Brough why this
had been done she replied: "To justify their existence!"

This = Far from being a jocular remark - was true, It so

happened that an HEO (Mr Tottem) and an E0 had been hanging

around with little or nothing to do, and thus it was considered
a good idea to form them into a COIT Survey Team.
To the general astonishment of the staff the Team was sent

round on the heels of the DE HQ Team to survey the ROITs!

The COIT Team became known as The Vultures or The Nitpickers.
The officers had had no training and patently did not even
understand the basic principles of a survey. For instance,
when they came to my Section the EO asked For a calculator
and started doing all the calculations on weekly statistics
to see if there was a clerical error (he found rnone). It

is not the purpose of a Survey Team to search For trivial

clerical errors.

The Team caused an enormous amount of upset. The HEO admitted

to me one day that "I know we'’ve upset a lot of people".

Each ROIT has an HEU as Assistant Secretary, and there is

an SE0 for the northern ROITs and one for the Southern RUITs.
These officers should be able to organize and control their
AOITs; and if an occasional inspction is necessary, it certainly

should not be by untrained and unqualified staff.

The then HED of the London (South) Region (row retired) became
deeply incensed by the report on his ROIT, categorically
condemning it as a "Pack of lies" and adding that he was now
Forced into the position of having "to fFight it".

Ferhaps aware of criticisms, Management asked the ROITs if
they had derived any benefit from the COIT Team. Naturally,
the answer was: Yes. Anyone who expects an HEU to say what

he truly thinks (and being condemned by the Management which
had given birth to the Team) would be naive.

In any case, if any ROIT did derive any benefit, it was an
indictment of their own lack of managerial skills and gumption
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in permitting conditions, circumstances or procedures to

exist which could be found and remedied by an untrained,
ungualified Team.
The UE HQ Team, in its report, blithely remarked that the

COIT Team "should be disbanded when it has finished its Jjob".

The latter part of that statement was obviously a face-saver
for Management. 1 had reason to believe that the OE HQ Team

was astonished at the CUIT Team following in its wake - as
well it might be.

The recommendations of the DE HQ Team, in the main, were

not implemented insofar as they pertained to staff surplus.
Then in 1978, when the Government started insisting on staff
cuts in the Civil Service, to everyone's astonishment the
COIT Team was again sent round all the ROITs to do & secand

surve thus indicating how useless the rst one had been
y [thus indicating h less the Fi had been!)

it was generally thought among the staff that the real reason

for this was to be able to refute demands for cuts, and to

continue contestation of the DE HQ Team's report.

However, this did not work out as Management had anticipated,

and the pressure for custs became more insistent and eventually
had to be acted on.

Eighty posts were retrenched. Having done all possible to

resist it (by smooth and unctuous memoranda to Establishments
Division), Management (chiefly Mr Burns, SEO) threw themselves
with enthusiasm into the cutting and slashing, patently to

convey how eagerly they endorsed the Government policy.

Even then the COIT Team lingered on, writing its “reports!,

until the HEU applied for a transfer, followed shortly thereafter

by the original EDO (who soon left the Civil Service). Thus
- finally - the COIT Team died a natural death.

The fFinmancial wastage on this Team (allowances, etc) was
considerable.

For the second "survey" the EO who had been my predecessor
in the old Common Services Section was added to the Team.
The reason for this was, quite simply, that she had been in
the Vetting Section and it was decided that there was an EU

too many in that Section (by 3 p.m. daily all the applications
had been vettedl). There had been fFour EOs.
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As the COIT Team had consisted of an EO0 and an HEQU for its

First tour (and as the OUE HQ Team had in any case surveyed

the entire organization over a long period), the addition of
another EU for the COIT Team's second tour was - indeed -

a measure designed to justify the EU's existence.

To my mind - as I had suffered so much From the extreme
mal-organization and shambles 1 had inherited from the E0 -
it seemed pathetic that she should be given the role of
"inspecting" AOITs? organization and procedures! I had made
My comments on the shambles of my Section known to Management
(and had been profoundly thanked by the Senior Princpal for
cleaning up the mess (to the extent that one day he said to
me: "I appreciate all you've done. We regard you as aur
guiding light")]), yet "Management" was sending her on inspectione
The EO is very likeable and may have exceptionally fine
qualities in some spheres, but organization, efficiency and
effective control of staff are not among those spheres.
Consequently, a really good Management, intent on Fitting
round pegs into round holes, would allocate her to a role
more in her line. The fact that this was not done (in other
cases, also) illustrates the inability to get the best out of
staff, in the general interest of the Organization.

The whole concept of this ridiculous Team (ridiculous because
the OE HQ Team had done a survey and the COIT Team was being
used mainly to refute suggestions relating to staffing) was
best summed up by a single word uttered by an E0 who had

My respect as a practical, commonsensical offjicer. "OreadFul!"
she remarked when 1 asked her what she thought of the COIT
Survey Team.

When there was a meeting to discuss the Team's report on

my Section, the EO demonstrated his camplete lack of under-
standing of his function by proclaiming that there had

been a "shortage of staplers" in my Section! Apart from

the Fact that it is not the role of a Survey Team to look

into staplers, there had never at any time been a shortage.

Some time earlier, concerned at the number of staplers my
Section was issuing, I had sent Section Supervisors a minute
informing them that in future staplers would only be issued

when a new post was created, or when a broken stapler was
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presented, Somewhere along the line someone must have
mentioned that there was difficulty in getting staplers
(although there was no difficulty if the conditions were
complied with) and the Team EO had interpreted it as a shortage.
Had he spoken about this to me I would have corrected him,

but he did not do so - obviously because he preferred to

raise it at the meeting with the Senior Frincipal.

The Team HEO and the EO (together) spoke to me about the
Law Libraries. I gathered that during their tour (the fFirst)
they had been sppalled at the axpenditure.on publications
which were '"never touched" according to them. They became
very incensed, proclaiming the wastage to be a "scandal'
and saying very determinedly that they were going to do
something about it.

They did nothing. They made no mention of the Libraries

in any report; and at the meeting to which 1 referred there
was not a mention of the sub ject, Obviously, they did rnot
really intend sticking their necks out on this vexing and

ma jor matter.

Frior to the Team's visit to my Section I had written a
detailed report on the CA who was useless, terminating the
report with a request that it be appended to the Team's
report on my Section. But it was not appended, nor was there
any mention of the CA at the meeting. Being useless and
untransferrable (until a new Section was Formed at DE HQ)

the Team obviously decided not to bring up this sub ject.,

They could, of course, have asked why a persistently incompetent
and inefficient officer, unable to perform more than the most
trivial duties [(such as placing circulars into folders for
circulation to the staff) had been allowed to carry on for
(at that time) fFive years, without appropriate action being

taken,

MANAGEMENT and STAFF RELATIONS:

In November 198U my two CUs refused categorically to perform
a certain function. This was based on a principle, and

consequently 1 backed these two worthy COs without reserve.

At this stage it is essential to read my aide-mémoire attached
as Appendix C (copies to Mr A D Burns (SE0) and Mr B C Laughton
HEGO). Study of that aide-memoire will provide a complete
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appreciation of the situation.

I regret to say that the ineptitude of Management which is

so patently and indiscutably shown in the aide-mémoire is,

unfortunately, symptomatic of the genmeral inability to assess
and analyse all pertinent factors of any particular problem
(always remembering my definition of '"Management" insofar as

it applies to this Report].

The matter was dropped by Mr Burns and Mr Laughton after sub-
mission of my aide-mémoire. However, an E0 who can claim to

be hard-working and who has done so much (against latent
opposition) to protect the fimancial interests of the tax-payer,
ought not to be propelled into the invidious position of having
to write such an aide-mémoire (or, for that matter, this report).
The writer naturally would prefer to have excellent relationships
with his superiors, but unfortunately this is made difficult

by the calibre of acumen and flair of some superiors (rot all,

by a long way).

The matter might have been allowed to ‘end with that aide-mémoire,
but it seems that covert action has indeed been taken by one
(or both) of the officers involved.

Within three weeks Mr Alam was interviewed by an officer From
Establ ishments Careers Division, who visited him at COIT HQ.,
This poses the question: Why?

Mr Alam has been less than two years in the Civil Service.

He has never applied in writing for a transfer from my Section.
During a JobAppraisal Review following his first Annual Report,
he did in fact mention, casually, to the HEO who conducted

the review that he would like a transfer because of the
banality of the work, This was so casual that Mr Alam never
even spoke to me about it, and I was informed by the HEU in
general conversation.

Numerous COs must wish for transfers during JARs, but no
attention is paid to them - at least before they have completed
three years service with a Section. An enormous number of

Jjobs are '"banal".

Nothing had been said by anyone since the early days of 1980
when the JAR took place; that is to say, Mr Alam has never

referred to his casual request, nor has any HEU,
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Then suddenly, so socon after the threat of disciplinary action,
Establishments reincarnates the long-buried remark in the

JAR report (which was known to Mr Burns, the counter-signing
of ficer of the document).

I would not have the slightest objection to Mr Burns or Mr
Laughton initiating disciplinary action, which could be Fought
to a conclusion, but I do object to surreptitious, covert,

unethical reteliation.

Because I do not wish to stand in the way of Mr Alam's transfer,

I took no protest action.

MANAGEMENT: LACK OF REALISM:

In late July 1980 a By Hand letter delivered to my Section
was placed in a transit envelope for delivery to the Section
concerned, whereas a Tribumal involving the letter was in
progress and it should have been rushed to a Tribunal Clerk

(this was not known by Mr Alam).

As a result of this a meeting was held by the COIT HEO (then

Mr J Gray (now retired) and the HEOs of London (Central) and

London (South) ROITs, as a result of which complex written
instructions were issued for the handling of incoming mail.
None of those officers knew anything about the practical

handling of mail by my Section, and the instructions were
totally inapplicable.

1 was available, yet these three HEUs did mot have the courtesy
or commonsense to ask me to participate in the meeting (again,
the '"grade-mad'" symptom).

As a result, I was compelled - against my natural inclination -

to write the memorandum which is attached as Appendix 0O,

Once again, deplorable management resulted in strife; and
once again I was placed in the position of having to take a
Firm stand against unfair and unjustified disparagement of

my Section.

This is by way of an addendum to FPara.B8.
When arrangements were finally made to transfer Mr,Alam, I

asked the Careers Office concerned (Mr N Feterson) why he
was being transferred after only slightly more than two years

in my Section. 1 was informed that Mr Burns had recommended
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the transfer because he considered Mr Alam to "be a bright

young man'" who should be given a chance,

At the time when Mr Alam had been threatened with disciplinary
action, on the following day Mr Burns had said to me that
Alam was "cocking-a-snoot at Management'!". This had been
accompanied by a two-finger sign and was said in a vehement
manner, both of which belied any desire to consider Mr Alam
to be a bright young man or to make an intensive effort to
further his career.

In brief, Mr Burns was getting rid of Mr Alam for obvious
reasons, camouflaged as a normal transfer, by subterfuge.
Quite simply, the reference to a '"bright young man'" is in-
compatible with the threat of disciplinary action and the

anger at ''cocking=a-snooth at Management."

With considerable regret 1 feel that it would be unbecoming
of me to shirk a highly personal remark about Mr B C Laughton,
COIT HEU: it is that he has a foul temper which he is unable
to control. Another EO referred to him (to me) as "a menace".
lt seems to me important that the readers of this report
should be aware of this, for harmonious working relationships
between grades are, in my view, important to the overall
performance of an organization. The conduct of officers
should be such as to inspire respect in subordinates. This
does not mean that an officer cannot be firm, outspoken or
critical with subordinates; indeed, 1 have Found that people
will respect you if they know where they stand, and most

are honest enough to recognize their errors and their failings.

I do not, however, have any respect for Mr Laughton, who in

my calculated opinion is the worst HED COIT has had since I
joined. Notwithstanding his 35 years in the Service, mostly

in UBUs, he has not the slightest idea how to treat staff

(as is evinced by his conduct in relation to Mr Alam), he
cannot work under pressure (even slight) without "blowing

his top'", is patently unable to assess and analyse all factors
pertaining to a problem, creates unnecessary work and problems
which never ought to arise, and cannot generate a logical

and commonsensical approach to matters. A study of various
Files in which he has written minutes will indicate the
illogicality of approach, (For instance, the file on Industrial
Cases Aeports, on which I wrote a long and important memorandum

relating to CO1T's purchase every year of double the quantity

actually required (252 bound volumes plus 2,770 monthly issues)).
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I am adding this page as an afterthought, as I wish to

stress that invariably Mr.Laughton's foul tempers, in which

he acts like an S.S.Acttenflihrer, are caused by his own
incompetences.

As 1 feel that 1 should substantiate remarks of that nature,

I will quote an instance.

He asked me to arrange for the installation of three desks

in Aoom 2/17 for casual staff who were being taken on For

a fortnight, and I made the appropriate demand to Mr.F.Leggatt,
the then Accommodation Officer for 83 Ebury Bridge Road

(an officer of Est CS5c). In due course Mr.Laughton asked

me to cancel the desks and arrange for porters to move a

large table out of an Industrial Tribunal to Room 2/17 instead.
1 was told by Mr.Leggatt that a lorry was at that time loading
the three desks and it was impossible to cancel them.

1 telephoned Mr.Laughton to inform him, but - without the
slightest excuse - he went into a towering rage, screaming
that he had "Had my fill up to here! GET IT DONE!' then
slamming down the phone. At least two officers were in his
office at the time.

This incident reveals the following aspects of Mr,.Laughton's

competence and character:-

(a) Countermanding an original order at a late stage;

(b) When informed .that there was no need for the Tribunal
table to be sent up to the room as desks were on
their way, for some unaccountable reason going into
a rage;

A patent inability to cope coolly with minor matters;

Creating a situation then blaming another officer
even though nothing had gone wrong, and in fFact
everything was fine;

While expecting respect to be paid to him, abusively
failing to pay respect to a mature officer (62
years of age) without just cause;

Screaming at the other officer on the telephone;
and doing so when at least two other officers were
present in Mr.Laughton's office, thus humiliating
the other officer;

(g) Creating a situation of bad-faith and bad-blood
unnecessarily, when all officers should do all
possible to create harmony.

Someone expressed to me his opinion that Mr.Laughton was '"out

out of his depth." 1 share that view. He might be suited to

dealing with LHO procedures, but not COIT, He is too bossy,

abrasive, unsophisticated and devoid of cerebral acumen.
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This is by way of an addendum to that part of this report
which covers LAW LIBRARIES.

In March 1981 the DE Book Ordering Unit wrote to COIT to say
that a new edition of Supreme Court Practice would soon be
published, and asking whether it was really necessary for

the tribunals.

Mr B C Laughton replied to the effect that the SCF was needed
for all the Law Libraries (24).

However, the Book Ordering Unit had sent a copy of their minute
to all ROITs, and some of the AUITs replied directly. Only

2 said the publication was required; the majority said that

it was not nacéésary. All the comments were made by Regional

Chairman, and one stated that he could not "honestly say that
it is necessary" but would like a copy if possible.

Therein lies the crux of the matter. With the exception of
Industrial Cases Reports, Industrial Relations Reports, and
1.0.5.8Briefs, no other publication is necessary; however,
obviously it is pleasing to AOITs to possess an imposing

Law Library: it looks so nice, seems so important, and seems
imitative of the Supreme Court of Judicature; it can also

be used by chairmen who have private legal practices ifF they

so0 wish.

ICAs and 10S Briefs are issued to all chairmen (1B6). IDS
Briefs are also issued to members of tribunals. The l1RLAs

are issued on the basis of two, three or four copies per RUIT,
All of them are monthly publications.

DEFARTMENT OF EMPLOYMENT: OVERSEAS OIVISION OAl:

1 was four years in this Division.
There are eleven (11) Labour Attachées at foreign posts, and

not a thing they have ever sent in has been used to the benefit

of the country, any Government Department, British industry,

commerce or finance! (That merits an exclamation mark).

1 asked an EO who had been there for fourteen years if he had
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ever known of a single thing the Attachés sent in which was

put to use in all those years. No, he had not.

The stuff they send in is copied to various branches of the

DE, such as Industrial Relations, Incomes, Research 8 Flanning.
Nome of it has the slightest effect on the U,K,

Much of it is Union twaddle. At one time, when a Union in
France needed a new Secretary General, the flood of commentaries
from the Labour Attache naming this prospect and that prospect,
caused a normally highly phlegmatic HEU to say that he was

sick and tired of the "non-stop saga'.

"Aeports'" from the Caribbean average one page a fortnight:

ten minutes work, and are renowned for their triviality. One
said that a tinpot union could not pay the rent of its offices,
and did we think the TUC could help. Religiously, it was copied
to the TUC, Another proferred the vital information that

a8 union meeting had been transferred to another hall a hundred
yards up the road, the time had been changed to an hour later,
and no refreshments had been served. Then followed a blurb

of a hackneyed speech made by someone. That would have been
reported in the local papers, and it would have been cheaper

to obtain the shattering speech by buying a copy of one of them.

1f the French SMIC is increased 2% it is religiously reported,
although of course it has nothing to do with the minimum wage
in the U.K.

1 was asked to do an exercise to compile a list of "major"

reports sent in over the previous eighteen months From the

then Labour Attaché at the Washington Embassy. There were
so few that I included any of one-page in length. The total
came to 52 pages - an average of 3 per month! Most of it
was AFL - Cl0 news which could have been obtained from a

hundred cheap sources,

When 1 sent in the pathetic list, I asttached a sheet From
myself drawing attention to matters which were never reported
on: New techniques for assisting men to change their trades;
training required to meet new industrial processes; new

safety techniques designed to prevent or reduce accidents;
safety of workers in corrosive liquids or explosives industries.

I heard no more of that. "They'" must have thought it strange
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that a CO (as I was then) should send in such a recommendation.

1 asked an SED what all these Labour Attachés achieved, and
somewhat weakly he muttered that they made contacts with

union officials. With the Ambassadors making contacts, and
the Military Attaches making contacts, and the Commercial
Counsellors making contacts, and the Political Attachés making

contacts - who wants union contacts!?

When, in 1966, the French promulgated an Act giving job security,

and maternity rights, to women, it would certainly have been

reported by the then Labour Attache in Paris. But nothing

was done by Britain for l0 years, and even then the conditions

were not based on any French or German or whatever system.

The Germans and French have had industrial democracy Ffor years,
and volumes of material have been sent in from the Labour
Attachgs, but it has not induced Britain to indulge by promulgating

laws in that connection,

Once there were 25 such posts, but over the years they have
dwindled to ll. That shows that once upon a time there were
14 unnecessary, financially wasteful posts. Just as there are

11 today.

CUNCLUSION:

For eight years 1 have worked in the Civil Service,
and during much of that time 1 have been forced to sit day
after day, under implicit duress, watching the taxpayers'’
monies been wasted on two Former members of my staff who
were patently unable to properly perform their duties; and
furthermore, to be sub jected to the gross indifference of
some senior officers about that condition, an indifference
which ignored my written reports and which finally shunted
the problem elsewhere in the Department of Employment.

I have seen an important recommendation by me (the
Brighton fiasco) be ignored For more than two years, without

one single fFlaw being found in it, without a single word of

argument submitted against it; and finally accepted only because

of force of circumstances which left no choice. And I sense
latent resentment in at least one person, Mr.A.0.Burns, that

I forced the st uggle to a satisfactory conclusion. This
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sense of latent resentment is based on the facts that never

has he expressed a single appreciation of the work, effort

and endeavour of me or my Section, while he seizes with relish
upon the very rare trivial instances of less than 100% perfection
(such as on a single occasion in my four years service when

the office was left unattended from 1.30 to 2.00 p.m. owing

to very exceptional circumstances).

Mr.Fisher was at least considerate, on more than one occasion
expressing his appreciation of the way 1 had cleared up the

mess which I inherited, and on one occasion saying: "1'm

very grateful for all you've done. We regard you as our

guiding light."

And Mr.Hunter, another SE0O, when he was the COIT SEO, said:

"I want you to know we're very impressed with you."
Unfortunately, under the combination of Mr.Burns and Mr.Laughton

administration is worse than it has ever been. Neither of

them can "see straight" (I am Far from the only one to hold

this opinion).

For instance, 1 showed a memorandum which I intended submitting
"upstairs'" to a very mature EOQ whose opinion I respect, asking
him what he thought of it. '"You won't get anywhere with that,"
he commented. 1 asked him why not and he replied, "Because

it's all plain common sense!""

1Ff these two officers were asked to cross a river in a rowing-
boat they would fFirst want extensive research done to ascertain
what wood the boat was made of, the speed of the current at

the crossing-point, and whether the river had a sandy or rocky
bottom. Then they would end wp drifting onto a sandbank.

The nature of my Section requires a practical application, not
theoretical. We have to keep 16 Aegional Uffices supplied

with IT fForms and publications, which entails maintenance

of a large basement store, unpacking enormous quantities

of material, packing, stringing and handling. For this I

have one CU anc’one CA (disabled: a mental problem). Uf course
they have much more to do in addition. I can manage with

them provided I am left to get on with the job. Since my
aide-memoire relating to tracings, interference has in Fact
stopped: they got the message.

While my aide-mémoire concerning heating, addressed to Sir
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Robert Cox, brought compliments from chairmen and staff

who saw it - who appreciated my unorthodox effort to stop
the rot which had been going on for years = what I received
from Mr.Burns was an admonition for not adhering to protocol

(I should haveféent it to the HEODO of the Accommodation Service

(which had been done by SEUs in the past, without the slightest
result!)). [The aide-mémoire was effective and there has been
no further trouble; unceasing technical attention is now paid
"to the building).

The height of absurdity to which the administration can rise
is shown by the fact that after three years of intense struggling
1 managed to get Establishments to appoint a porter-messenger
to the messagerial staff in the building, to assist in moving
the enormous volume of material which comes in and goes out.
He reported one morning and by noon had disappeared. 1 was
informed by the Head Messenger that he had been recalled
because the messenger who should have reported back to Caxton
House to offset the new man simply refused outright to go.

The reason for this was that he sits in the kitchen, nice

and comfortable, for BU% of his time, and at Caxton House
would not be able to get away with it. Instead of disciplinary
action against the messenger who refused to comply with a
perfectly valid order, they withdrew the porter-messenger

for whom I had struggled for three years. 1 asked Mr,Laughton
to take this matter up, but to no avail.

This incident was the Civil Service at its worst: nobody
wanting to make waves, or complain to another Branch.

Let me recount how absurd and intolerable my work is made;

56 large boxes of envelopes required to be moved from the
third floor to the ground fFloor. This was not a clerical

job; the Senior Messenger declined to get it done, and was
backed by the Deputy Office Keeper. I asked Establishments
for a porter-messenger and this was categorically refused,

So 1 passed this problem to Mr.Laughton, who passed it to
Mr.Burns (the HEO is no more than a transmission-officer),

who wrote to the Principal of the Branch conconcerned. The
Head Messenger was then told to arrange it.

All that ridiculous palaver (which has been going on fFor
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years) because s messenger refused to quit his comfy kitchen

to report to DE HQ for duty.

Ferhaps the gross ineptitude of 'Management" (meaning Mr.
Burns, SEU, and Mr. Laughton, HEO) is best shown in the
matter of the croice of a successor to Mr.Alam, the CU
who was transferred as "a bright young man" following the

threat to take disciplinary action against him.

As the replacement would be the only CO I had to deal with
the despatch of about one million IT forms per annum to AOUILT,
and the supply of stationery to the London RUlTs, plus doing
weekly and monthly statistics, it stands to reason that a
person of quality was necessary. Any inability to do stats,
or dislike of the physical handling of 1T forms, etc., would
naturally obviate any potential incumbent. So would known
unreliability.

Yet what happened in practice. These two senior officers

took on [(without reference to me) a CU whose probationary
period was "unsatisfactory'" and who has been granted a six
months extension to mend his ways (after 4 years in the service)
otherwise he will be demoted to LA, He has had such excessive
uncertified leave that Five days have been deducted from his
annual leave, and fFive days pay also stopped, and he has been
informed that further pay will be stopped for uncertified

leave.

This type of person is well known in the Service. He calculates
the appalling weaknesses of the system whereby, to use a
colloquialism, one can ''get away with murder'", and takes his
excessive days off and laughs behind the back of the Adminis-
tration,

With 2,500,000 unemployed, many of whom would give their

right arms to be a CO in the Civil Service earning net after

all deductions £330, and who would provide absoclute reliability,
efficiency and competence, it is nothing short of scandalous
that CUs such as that pushed upon my Section should be allowed
to "get away with it",

However, the foregoing is not the point of this memorandum:
what is the point is that when Management should patently
have ensured that a good quality LU replsced Mr,Alam, on
whom I could utterly reply for conscientious effort, they
al lowed themselves to be fobbed off with this dud.

Within several days = in fact in the same week - of his
joining my Section, he was away for two days on uncertified sick
leavel

If a Section is large, such a CO can be borne; but when he
is the only CO (apart from a woman handling staff matters,
who cannot do all the basement work of IT forms), it is
disastrous. Yet the two senior officers concerned shoved
this CO onto my Section,




THE COIT HEO POST:

This post is an utter absurdity. FPatently, it should not
exist. The incumbents at all times have more-or-less

acted only as a sort of post=-box, transmitting things

backward and Forward to the COlT SEU. As stated earlier,

the present incumbent - Mr.Laughton - creates unnecessary
work, starts projects without cause and then abandons them
completely because they have got beyond his control, and
breeds bad Faith among his subordinates owing to his over-
bearing and pompous manner.

He is - like the SEU, Mr.Burns - a terrible procrastinator:

the worst 1 have ever met, in fact.

In February 19Bl, for instance, 1 submitted to him a very
important memorandum suggesting a change of policy in the
ordering of case-file covers from the manufacturer (35,000
p.a.), whereby with the new postal arrangements which are
to come into effect on 1 April 1982 we should give con-
sideration as to whether the manufacturer should be asked
to deliver directly to the RUITs instead of in bulk to
COIT, in order to avoid the enormous cost of posting the
parcels from London to the Aegions. Un Friday 15 May 1981
1 asked Mr.Burns iF he had seen the memorandum and he had
not: after more than three months it was still with Mr,

Laughton! [(See Appendix G).

A draft instructions for the operation, financial aspects
and security of the public photocopying machine, submitted
by me on 9 Oecember 1980 for Mr.Laughton's approval, is
still with him at the time of writing - six months later!

Industrial Cases Reports:

Flease read Appendix E in order to understand what follows.

It will be seen that the Industrial Tribunals receive twice
as many ICAs annually as required, and that when a bound
volume is received there are, every year, almost 3,000
unwanted loose parts for that year washing around. The

object of my memorandum was to attempt to have the contract

re-negotiated to avoid this waste, or alternatively, to

(o)




do away with ICRs and substitute the more popular
Industrial Relations Law Reports (of which we currently
receive only S5 copies per month for distribution to

AO1Ts [(mot to Chairmen].

When Mr.Laughton received my memorandum he sent the fFile
back with a minute asking two questions: (a) The method
of distribution; and (b)] Details of distribution.

I wrote back as follows:-

"The method of distribution cannot possibly be
relevant to the issue evoked by me in Ooc.22; and
of course the introduction of irrelevancies may
tend to obscure or confuse the principal issue.

If there is some point which is eluding me, and
which does in fact make the method of distribution
pertinent to a study and resolution of the matter
raised, 1 shall be grateful to be informed so that

1 can adjust my thinking.,"

It will be seen fFrom my memorandum at Appendix E that the
method of distribution has absolutely no bearing on the
issue. And as for details of distribution, this was equally
unimportant = and in any case full details were contained

in the file. This minute from Mr.Laughton indicates the

lamentable in€ptitude with which he approaches problems.

Some time after the file had gone back to Mr.Laughton I

was astounded when he told me that he had arranged with
Mr. Aitchison of the Book Ordering Unit (Central Library
of the DE) to take all the surplus volumes of ICRs from
the ROITs, and that he - Laughton - was going to send a
minute to all Assistant Secretaries at the ROITs asking

them to pack them up and send them to the Library,

1 asked Mr,Laughton what the Library could possibly do with
over 5,000 loose parts of ICHs existing at that time, to
which he replied, "I don’t care what they do, mate, we're
getting rid of them, that's all 1I’m worried aboutl"

In other words, he was double-crossing the BUU by not having
properly represented the situation to Mr.Aitchison, although
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we rely enormously on the cooperation of the Book Urdering

Unit, which has indeed always cooperated fully with us.

I had no intention whatsoever of letting my friend Mr.Aitchison
be hoodwinked, so I telephoned him and found that, indeed,
he expected to receive only a relatively few loose parts
of ICHs, which he had intended sending to the Employment
Appeals Tribunal.

1 told him that he would be receiving nearly 3,000 per
annum, with well over 5,000 to start with, I explained to
him that when ocur monthly issue arrived it was contained
in three very large and heavy parcels each about 2 ft x l4ft
x 6 ins, and thus for every year’s supply he would receive
thirty-six such parcels. 1 explained that - knowing the
way most AUlTs handled things - the loose parts would not
be in sets, but would be thrown higgedly-piggedly into
boxes. 1 explained that it would take an enormous number
of man-hours to empty these boxes and sort everything

out - and in sny case what could he possibly do with such
huge quantities?

Naturally, Mr.Aitchison was horrified at the prospect of
being burdened with these unwanted ICAs, and the creation
of an exceedingly awkward problem for the Library. He
rushed of f a minute to Mr.Laughton cancelling his earlier

agreement to accept unwanted ICAs.

This, then, was the sole result of my efforts to stop the

annual wastage. Nothing else has been done and the file

languishes with Mr.Laughton, no action whatsocever having

been taken on Appendix E,

If the lIndustrial Cases Report file is studied in relastion
to the foregoing, the Law Libraries file will also need to
be studied as Mr.Laughton has placed documentation specific

to the ICA File on the wrong file.

Un 5§ May 1881 Mrs J Cooper, who was an E0U said to deal
with '"Special Management Pro jects'" and "Statistics'" was

transferred after many years in that post.

There was (and is) practically nothing to do in the post.

My Section deals with weekly, monthly and quarterly statistics,
and the "Statistics'" referred to in what is delightfully
termed the "Urganizational Chart" (see what follows) covers

only annual statistics which will take up a few hours
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of the EU's time yearly, and an odd recent statistic

referring to Fre-Hearing Assessments (which have arisen
following the promulgation of S.1., 884/1980).

The Special Frojects are non-existent.

It was patently clear to me that Mrs. Cooper had virtually
nothing to do: one would have had to be blind to ignore

that: and Management is - regretfully -~ blind in my calculated

opinion.

Iln order to stress that the foregoing is not merely my
opinion - perhaps jaundiced by my unfortunate persaonal
experiences of mal-administration and mismanagement referred
to herein -1 should like to say that on 20 May 1881, Mrs
Cooper'’s replacement - Miss H.Stephenson - while in my
office, stated categorically that she was disgusted .with
the new post and had in fact lodged an official grievance
relating to it. With Miss E Pemberton (of my staff) as

a witness, Miss Stephenson said that all she had had to
do "in the past fortnight'" was to reply to a letter!

She added that the Appeals Case Index (which is done
fortnightly by two Chairmen and simply passed to Mrs
Cooper for reproduction] had been "left in a mess."

Mrs Cooper was the E0 who left my Sectionm in a state of

utter chaos, into which I was hurled when 1 joimed COIT,

The Furported "Organizational Chart':

Sometimes CUIT "Management'! (the inverted commas are merited)

seems to be enthralled by its own nonsense. For instance,

some time ago Management issued an Organizational Sheet

in which one HEO (then Mr Tottem, since transferred) was

shown as responsible for the following:-

(a) Survey of CODIT and the ROITs.

(b) Control of staff training matters, inecluding
induction courses for EUs.

(c) Revision and amendment of the IT Code.

(d) Administrative responsibility For the Chairman’s
Handbook .

(e) Collation of statistical returns as required.

(F) Special projects as required from time to time by
the Secretary.

(g) Drafting and revision of Regulations and lnstructions.

(h) Typing Bervices, Reprographic Services and Office
Machinery.
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All that was Fine: apparently an appreciable workload of
reponsibilities. Except that it all boiled down to
practically nothing! That is why my staff had a good laugh
when they saw it.

Let me analyse iti-

(a) Survey of COOT and the AO1Ts:

These surveys by the CUIT Survey Team had finished
months before the Urganizational Sheet was issued.
Moreover, the DE HQ Survey Team had stated in a

written report a year earlier that the COIT Survey

Team should be disbanded. This had been ignored
by Management, which simply liked the idea of a
COIT Survey Team even though there was nothing

for it to do,
Consequently, this heading was reduced to zero.

Control of Staff Training Matters including Induction

Courses fFor EUs:

There is no staff training in COIT or the ROITs.
Staff Training is carried out by the OE Staff Training
Section at 97 Tottenham Court Road. All that COIT
has to do is to let CAs, CUs and EOs attend when
their names are received from the STS.

As for induction courses, it is customary for new
E0s to spend an hour or so in various sections.
About three or four EOs per annum are involved,

and this requires only that a list of sections to
visit be issued (compiled from a master) The time
involved in preparing this for each EU by the HED
responsible is about a half hour.

Consequently, this heading also is reduced virtually

to zZzero.

Revision and amendment of the I.T.Code:

From time to time mimor changes to the 1T code are
made and these are sent to the printing unit for

amendments to be printed. Frinted amendments are
so rare as to amount only to one, or perhaps two,

per annum. (At the moment the Code is being revised

by an SEO0).




Again, it will be seen that the work involved

under this heading is negligible.

Administrative responsibility for the Chairman's

Handbook :

This is utter rubbish, Amendments to the Chairman's

Handbook are compiled by the President (and the

last one was in 1979).

1l am responsible for getting amendments reproduced
and distributed, and the heading under this item
for the HEOD was utterly false: he had nothing at

any time to do with it.

Collation of Statistical Returns as Required:

Weekly, monthly and quarterly statistical returns
are compiled by my Section, and have nmothing to

do with the HEOU.

There are annual statistics which require only

a few hours annually to do; and since Uctober 18980

a statistic on FPre-Hearing Assessments,

UOnce again, this heading is virtually meaningless.

Special Pro jects as required by the Secretary:

Sounds nice, but I know of only one: a second survey
of RUOITs by the then COIT Survey Team, which was

so utterly absurd that when I asked a mature EO
whose opinion I respect what she thought of this
"pro ject" she replied simply: "Oreadful!". I agreed
without restraint.

In any case, this project petered out. Its object
had been to make a case to keep all staff then
existing, but the implication of cuts was too
r-emarselp#r!‘iiecllﬂanagement to withstand - so the
survey packed up and the team was - two years late -
disbanded: but only because it was forced upon
Management.

Since then, I know of no "special projects'", and

the fact that the new incumbent of this post [(Miss

B Stephenson) has said that in a fortnight since she
took up the post she has had only cne letter to reply to,

rather indicates that '"special projects'" is rather
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more a Flight of Management's fancy than a

realistic and tangible heading.

Orafting and revision of Regulations and Instructions:

Quite simply there are no regulations to be dealt

with by COIT except the IT Code.

Legal regulations are prepared by the Lord Chancellor's
Department, for promulgation by Parliament, Any
suggestions fFor inclusion will come directly from

the President, after discussion at Regional Chair-
men’s Conferences and with the DE Solicitor'’s

Department.

As for "instructions', the only thing covered by
this aspect are the COIT Instruction Circulars which
are prepared by me (not the HEO] as necessary (about
once every two months). This consists simply of
collating submissions from SEOs or the Secretary,
and involves a half-hour’s work.

In no way was the HEO referred to in the Organizational

Sheet involved.

Conmsequently, this heading was utterly devoid of

meaning.

(h) Typing Services, AReprographic Service and Office
Machinery:
There is a Superintendent of Typists and a Chief

Superintendent of Typists (both in the same building).

There are two photocopyists. Faper is ordered by

the C.S. of T. If a photocopy machine breaks down

a photocopyist simply calls for the repairman.
The C.S. of T. locks after typewriters and dictaphones.
There is nothing For the HED to do, and once again

this heading is absurd.

Thus the Organizational Sheet is disposed of as a high-sounding,
meaningless document. When sent to Establishments it un-
doubtedly creates a fictitious impression that COIT is

"organized" instead of being Farcically administered.




Attached as Appendix H is a copy of a memorandum I wrote

on 21 May 1981 to R S Allison, Esq., Oirector of Establish-
ments, Department of Employment. It reveals the intolersble
conditions imposed upon me by the ineptitude of Mr A D
Burns [SEU) and Mr B C Laughton (HEO).

This is, admittedly, a harsh report: but the exceptional

conditions revealed in it warrant it.

Harsh though it may be, the fault does not lie with me and
I consider that 1 am entitled to consideration for the

effort 1 have made in COIT notwithstanding outrageocus con-

ditions; and for doing what few - if any - E0s - would have

|
undertaken.

Louis Smith 21 May 198B1
| B b5 bl B




Mrs R Brough
Ordering and Distribution of IT Forms

This memorandum is going to propose a radical change in the system of
ordering and distributing IT forms for ROITs and OITs. We currently order
in the region of 1,300,000 IT forms per annum (not including IT1s).

1. The present system is that I estimate requirements and place orders;
supplies for London %Een}ﬁgl) and (South) come to me, and those for the
other ROITs go directito he OIT at Brighton, from where Mr A Bumstead (CO)

distributes to ROITs (which in turn send supplies to their OITs).

2. It is virtually impossible to calculate requirements for many of the
forms with any degree of accuracy, because where 2 or 3 copies of a single
form are required, some ROITs/OITs use original forms while others make
photocopies or carbon copies. In fact, it is possible for separate offices
inside the same ROIT/OIT to adopt different practices, either using original
forms or making copies of a single original.

3, At one time 8 IT forms were commercially printed, but I have reduced
this to 2 (52A and 52R, both of which must necessarily be printed as they
are dockets in strips of three, perforated).

(IT1 is special and does not affect this memorandum).

The only reason why forms were printed commercially (via Est C3c and HMSO,
which contracts out) was because of quantities required per quarter, as the
DE Printing Unit at No. 12 St James's Square cannot accept orders of more
than 10,000 at a time, and some forms were required in quantities of 20~
20,000.

This snag was simply overcome by sending in several orders with a few days
interval between each.

L, Consequently, very considerable financial economies have been effected.
No precise figure can be given but the turnover of 1,300,000 p.a. covers 22
forms, and roughly one- “; e;',,(ie é) have ceased to be printed commercially.

The economy can therefore be assessed in a very approximate manner as the
difference between the cost of 300,000 commercially printed forms (some on
both sides) and 300,000 turned out by the DE Unit, Considering the high
cost of commercial printing and the fact that effectively there is no
charge for supplies from the DE Unit, it can be said that tens of thousands
of £;5 annually have been saved by the simple change referred to in Para 3.

5. I recommend that a complete change in the system of ordering be made as
follows: -

a) Each ROIT and OIT to order their own requirements.

VT

“Han !
b) Orders not to be placed gl--iiéﬂ but as and when a ROIT/OIT requird
supplies of any particular form.

c) No order to be for more than 5,000 of one form at a time.
d) Orders to be placed by submission of an SE 234 attached to éhe

Master of the form. If the Master has been lost, any copy of the
form will do.




CODE 18.77

Reference

SE 234s to be sent to Staff and General Services, COIT (addressed to

Mr L Smith), and to be made out precisely as per the specimen at the

end of this memorandum. (Each SE 234 is to show the number of the form
and to hear a request that the number of the form, the quantity, and the
code reference must be marked on the exterior of each package sent out by
the DE Unit). The code number will consist of the first two{letters of
each ROIT or OIT, or lhree

The forms will be delivered to Staff and General Services by the DE Unit
via IDS van. (This is to prevent burdening the Unit with direct
deliveries, which is not their role).

Staff and General Services will affix a yellow label addressed to the ROI'
or OIT concerned.

Masters will be returned by Staff and General Services to ROITs/OITs
separately, never with packages of forms.

Orders are to be submitted by ew each ROIT or OIT as an entire unit, -

not from individual Sections(wf' for L don (Gubial) amd (Sendl Ju(Wirit
M

No SE 234 is to be marked URGENT. (The DE Unit delivers usually wyh 2

or 3 days after receipt of the SE 234), As a general rule, ROITs/OITs

can expect their orders back seven days after sending them to Staff and

General Services.

Masters (or specimen forms if the Master has gone astray) are to be attac!
to the SE 234 by paperclips, not stapled.

No ROIT/OIT is to contact the DE Printing Unit at any time.

IT 52A and 52R will be ordered by Staff and General Services (via Est C3c
and HMSO) based on number of registered cases at each ROIT (not OITs)y
and ROITs need take no action insofar as these two forms are concerned.

In the event of an SE 234 being received by Staff and General Services
Just as revision of the IT form involved is being considered, it will be
held in abeyance until a new Master is available.

6. London (Central), (South) and (North) are to submit orders in the same
manner as other ROITs. However, unlike other ROITs they may submit orders from
individual Sections, not as an entire Unit (this is to facilitate distribution
when packages arrive).

7. It is anticipated that early in the New Year several Acts will be ﬁfoﬁulgéted
and some forms may need revision. Consequently, ROITs/OITs should try to keep
stocks fairly low until the possibility of revision is resolved.

8. A number of IT forms are covered by Masters held by ROITs because only small
quantities are required. These forms are not affected by this new scheme.

9. Re-design or revision of forms will, of course, be done by COIT as at present.

10. A cut-off date for the new scheme would have to be decided (Hopefully, 1
January 1978) and Brighton would need to distribute remaining stocks.




Reference

{LADVANTAGES of the proposed change:

a) Cessation of the Brighton OIT as a forms depot.
b) Mr Bumstead would be available for ather duties.

c¢) Orders to the DE Printing Unit would be staggered instead of flooding
them with bulk orders once a quarter.

d) ROITs/OITs world control their own requirements, at their convenience.

e) Saving of postage on about 1,000,000 forms p.a. sent from London to
Brighton (then re-distribute iyt

‘f) .‘('0/7? andl 0/75 Can /PR‘ Kty Novernd. @ e c"u’.ﬂ/
DISADVANTAGES: /.cu |IA/ r-(/»-c/"'; ‘,/J "¢ e ,y,

.4ﬁﬁ{°
None edfesblsem I can think of.
12. CODES

London (Central
1 (South)
1 (North)

Ashford
Birmingham
Bristol
Bury St Edmunds
Cardiff
Exeter
Leeds
Liverpool
Manchester
Newcastle
Nottingham
Sheffield
Southampton

Bedford
Brighton
Cambridge
Derby
Leicester
Middlesborough
Pudsey

Reading
Shrewsbury

.S-e...'. .-.;/ngfm;u SEZ234 on wveri(

L Smith
69 December 1977 Staff and General Services

CODE 1877
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Appendix B

CENTRAL OFFICE OF INDUSTRIAL TRIBUNALS

AIDE~MEMOIRE
(File 1/27/1978)

Premises : 93 Ebury Bridge Hoad

HEATING

‘Copies to: (1) Sir Robert Cox, KCB
Chief Executive
Property Services Agency
2 Marsham Street
London SW1

Mr J P Hammond

Area Officer, London Region
Central South Area

Room 3/8 Oover House

170 Westminster Bridge Aoad
London SEl

Mr W A Chisholm
Department of Employment
Est C5c

Caxton House

London SWl

On Monday 10 November 1980 1 discovered when 1 arrived for

work at the Central Office of Industrial Tribunals that the
heating system had totally broken down, 1t was reported by

me to Est CSc at B.25 a.m. and at 9 a.m. a PSA officer arrived
(thus indicating that both Est CS5c and the PSA had wasted no
time). At 9.10 a.m, the PSA officer reported it by telephone

as "an emergency".

The heating system eventually came into operation again around

11.30 a.m. on Tuesday 11 November and the premises began to

heat up about two hours later.

The trouble was said to be an electrical short circuit due

to flooding of the Boiler Room (to a depth of Five inches in
the area which is at a lower level than that where the bollers
are asctually located, and about one or two inches in the latter

area).

This failure of the heating system caused severe disruption.




The temperature in most offices and Tribunals was 53* or
S54'F and on the Monday the staff were allowed to go home
during the morning. Tribunals necessarily had to function
and there were reports of complaints from members of the
public who were compelled to sit in overcoats.

We were extremely fortunate in that the weather was autumnal :
had we been in the throes of a deeb winter the Tribunals
would have had to close down, for participants cannot be

. expected to conduct their cases, examine or cross-esxamine
witnesses, or give testimony, in an ice-box.

Normally there are about eleven or twelve Tribunals functioning
daily and their abandonment for reasons unconnected with
acts or omissions of participants could feasibly result in
considerable claims for loss of earnings and expenses. While
the Tribunals continued to fFunction on this occasion wisdom
requires foresight to effect remedial ection to prevent a
recurrence of failure of the heating system, This incident
was not the first time on which the staff had been sent

home due to heating failure.

On the Tuesday a considerable number¥of the staff were sent
to our offices in Woburn Place, going by texis and taking
their files, etc,, with them, Others crowded into the small
Membersa' Room on the First Floor, working in their overcoats
(the fFirst fFloor was slightly warmer than elsewhere due to
warmth rising from the electrical radiators located above
the main entrance doors to heat the Main Hall). The Typing
Fool moved down from the 4th Floor to the lst.

About ten days prior to this incident I had asked Est CSc

to provide & reserve of 20 electric heaters in anticipation

(mine) that failure of the heating system was certain to

occur for some reason or other because For years it had been
notoriously troublesome. Even when the system is working

the enormous Sth floor area is insufficiently heated in really
cold weather (this area contains the Appeals & Oecisions
Section, a Listing Section, and London (South) Region O & F
Sections). Consequently, my request for a reserve of heaters
to be allocated to the premises covered not only anticipation
of a total or partial breskdown, but also inadequate heating

¥ Vertting B Aegistrations Section; ]
London (Central) Aegion A & B Sections.
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in certain sreas on several floors, and in Tribunals, during

really cold weather,

1 was told that only two heaters were avallable and thet

thera was absolutely no chance of gatting any more,

T gathered that there were no cracks in the boilers snd that
the Flooding was due to inflltration of tha Thames; and !

also gathered that flooding had occurred on previous occasions
but to a lower lavel, This raises seversl questions:-

(a) Had previous flooding been reported officially?

(b) IF so, had any action been taken to prevent
8 recurrsnce?

(c) If mot, why not?’

(d) If action had been teken, why had it not been
afFFective?

The woter filtered away via a pit in the far left-hand corner
of the Boiler Aoom, about 3 feet square and 3 feet deep. This
pit, into which two thick pipes or pumps go, is permanently

waterlogged, and the source of entry of the Thames might be

From this pit.
Why is the Thames allowed to flood into the Boiler Aoom? Why

are not possible points of entry sealed? If there is a drain,
why is there not a spring-Fflap permitting water to drain away

but preventing it From entering?

1 recommend that immediate action be taken to prevent a re-

currence of this Fflooding.

I also recommand that 20 heaters be hald in reserve on these
premises for obvious ressons. I could buy an effective
heater (much more effective than those supplied by P5A, which
give off virtually no warmth even when at maximum) for 430
retail. | estimate that a bulk purchase of 20 could be made
for about L£400. The sum is trivial when offset against

ths value achieved by preventing disruption of a judicial

body’s work. Apart from potential fallures of the system
for various reasons, the heaters would be in constant use
in the Trlbunals sand offices during very cold waathnr.

7

L. SMITH
PREMISES LIAISON OFFICER 17 Nov 1980
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Appendix C

By Mr Louis Smith, EU Supervisor, S5taff & Lenerel Services

Section, Central UOffice of lndustrial Tribunals

Copies to: Mr A O Burns, SEO0,CUIT; Mr B C Laughton, HEG, CUIT;
Miss E Femberten, CO; Mr F Alam, CU

25 OCTUBER 1980

FUREWURD:

The reason for this aide-mémoire is that an element of conflict
has occurred in COIT as to who should carry out the functions
of dealing with what is commonly referred to as "tracings',

This is really a matter which is so minor that it virtually
deserves the term "trivial'; yet as so often happens a principle
is involved which has now turned it into a problem of some
magnitude.

The term "tracings'" means dealing with letters which arrive

in the Staff & General Services Section twice daily (along with
other mail) and which are in reply to correspondence or 1T
forms sent out by COIT or the London ROITs; or spontanecusly
refer to cases which are in progress, and which do not quote

a case reference number; or which quote a provincial ROIT

case reference. This latter category is small.

The first category is dealt with by screening the dockets held
in the Vetting & Hegistration Section to establish the case
number and then pass without delay to the Section involved;
and for the second category a check is made to ascertain which
RUIT is involved, after which the letter is sent to that ROIT,

The grading of the duty involved in tracings:

As the mail is opened it is not necessary to read more than
the first line or two to gather that tracing is required.

Such letters usually begin ' with: "In reply to your letter..."
or: "1 am writing about the application 1 sent to you.,."

The next step is to trace the case number through the dockets.

This Function cannot possibly be graded higher than that of a
CA. It has always been accepted as being the duty of a CA;
and indeed, in my many discussions with COIT HEOs in the past
nobody has ever even hinted that it was a CO's duty, the very
nature of the functions prohibiting such a contention.

Background:

When I arrived in COIT tracings were always sent to the HReg-
istration Section to be dealt with. This was logical, for
it is in that Section that the dockets from which tracings
are done are prepared: by CAs.




Thus, apart from any other factor, the CAs of that Section
are more competent to quickly effect a tracing than any other
person, their filing of the dockets breeding fFamiliarity with
the strict alphabetical sequences, particulary where foreign
or outlandish names are involved.

At a certain stage about eighteen months ago the Registration
Section developed a backlog of applications requiring registration
and dockets, the main reason - I was given to understand - being
the absences of CAs, My Section was asked to undertake tracings

until such time as the backlog disappeared. It never has.

COMFUSITION OF THE RELEVANT SECTIUNS:

Vetting & Aegistration:
(Formerly Registration & Decisions): 3 EUs

e COs
CAs

Staff & General Services Section: 1 EO (myself)
2 CO0s
1 CA

In the past two months there has not been a day when at least
one officer was not absent. The only CA has been absent fre-
quently (annual leave, sickness or at the Brighton OIT dealing
with old fFiles).

The volume of tracings:

On the average these take about an hour to do (Mondays tend
to take longer as there is more incoming maill). The officer
doing the tracing has to go to the 4th fFloor from the Ground
Floor where the S & GS Section is located (if the tracings
vwere done by the CAs of the Vetting & Registration Section
the letters could be sent to them by messenger).

The problem:

My only CA (Mr Knight]) went on annual leave commencing Wednesday
p.m. 22 Uctober 1980, for 6% working days. The following
morning the question of who was to do the tracings cropped up

(I myself had done them the previous week, when both Mr Knight
and Mr Alam were sbsent for two days).

Miss Femberton has always declined to do this work for the
simple reason that there are CUs and CAs in the Vetting &
Registration Section, and that it is illogical For it to be
imposed upon her,

In my opinion Miss Femberton is perfectly justified. No reasonable
person, after studying the factors which follow, can possibly
refute this.

Mr Alam, the only other CO, has in the past during the absences
of the CA done the tracings at my request. This has left only
myself and one CO available for an hour or so (in a Section
which is the Enquiry Point for telephone calls, which receives
visitors calling to make enquiries, and which daily receives

consignments of material which need to be signed for).

On Thursday 23 October 1980 matters came to a head and Mr Alam




. declined to do it any more. 1 did not try to persuade
him because 1 had done it too often in the past, and in fact
1 have always thought (for specific reasons) that 1 could not
validly insist that a CO in my Section do this duty.

When 1 informed the HEO (Mr Laughton) he asked that Miss
Femberton and Mr Alam put their objections in writing. They
did so.

Let me say at this stage that I am totally behind their
attitude - for the simple reason that they are indisputably
in the right and have substance for their stance: were it
otherwise I would not support them.

Acw Xﬁin

{1 understand that Mr Alam has been told by Mr that he
Faces posslble d{gg;pl;narv action; and if th15 in fact does
take Elace then 1 shall have to have dlscxglznary action taken
against me: 1 “shall insist on TEdgr &

Why has this objection been raised?:

Ironically, at this stage I do not wish to go into details:
suffice it to say that the issue involved is not one of workload
or grade, but one of principle in that Miss Pemberton and

Mr Alam believe they are being taken unfair advantage of -

and I agree emphatically.

7] Miss Pemberton and Mr Alam:

The annual ratings of both these officers have been "Good'".

Neither of them normally stand on ceremony as to grade (any
more than 1 do). They will put labels an envelopes and seal
them (a CA’s job) in carrying out the many distributions my
Section handles; and in Mr Alam's case he has always expressed
extreme willingness to do jobs which many COs would baulk at
(and quite legiCimately), such as carting parcels around,
packing forms into boxes, stringing them, and getting them
out to ROITs by post. He handles (with the occasional help
of Mr Knight] the despatch of over 1,000,000 IT forms per
annum to AOITs, and the receipt of staticnery and forms, and
the stacking in the basement.

This is a job which the previous CO absolutely refused to
do (To Mr Hunter, SEO, Mrs Brough, HEO, and myself) and was
transferred after only Five months in the Section,

(I am not interested in stating my own case, but I do Feel
inclined to say at this stage that I - as an Executive Officer -
for two months dealt on my own with all the forms, stationery,
etc. 1 did this as a gesture of good faith simply because
the organization had to keep moving and there was nobody else
to do it: I was the only male and it had been decided for
valid reasons that female staff could not do this job (two
who had done it previously had given up owing to backache
and other ailments induced by the work)).

In brief, the attitude of Miss Pemberton and Mr Alam in this
particular matter should in no way be construed as due to
"awkwardness'': such a construction would be extremely unjust.

In effect, these two officers have always displayed willingness
to get the job done, not bothering about "grade". This is

the first time an objection has arisen, and - I repeat - it

is justified.




The backlog:

The Vetting & Registration Section receives about 150 applications
daily for registration. With a Full complement of 4 CAs each
would therefore have 40 applications to register and docket;
ﬁitgatwo absent, that would naturally increase to B0, The backlog
is .

Analysis of the problem:

In the hope of assisting Management to treat this matter with
objectivity and logic, I am outlining below the Factors which

might help:-

(a)l Miss Pemberton and Mr Alam are CUs and the tracings
are a CA Function;

(b) Naturally there is no referenmce to doing tracings on
their Duty Statements (Job Descriptions);

(c) There are normally 4 CAs in Registrations to do this
job; and in the case of absences the CUs in that Section
should be called upon;

(d) The reason why there is a virtually permanent backlog
should be studied in depth; and appropriate action
should be taken to eradicate it;

Both Miss Femberton and Mr Alam are willing warkers,
have never stood on ceremony insofar as "grade" is
concerned, and should not be treated with disrespect
Just because they now stand on a principle - which
any unbiased person will find justifiable when all
the circumstances are explored (not included in this
aide-mémoire). In Mr Alam’s case, the nature of his

duties [see Fara.7) and the absolute willingness with
which he has carried them out, entitle him to better
treatment than he received on Friday 24 Uctober 1980
(see what Follows).

Un the morning of Thursday 22 Uctober I acquainted Mr Laughton
with the problem (as previously stated), but it was not until
early on Friday afternoon that he discussed it with me. I

put forward the factors mentioned in Para. 9 and proposed

that the problem should be tackled at its root. I suggested
that, if all else fFailed, consideration might be given to the
CAs of Registration that they do paid overtime to reduce

the backlog - which after all is only about two days' normal
load.

None of this was of any avail. WMr Laughton had made up his
mind.

In the afternoon of Friday Mr Laughton called Mr Alam up to

see him. This was unwise and unfair: Mr Alam and Miss FPemberton
should have been called together in order to derive from each
other's presence the moral support to which they were entitled
when facing an HEU on a matter of this nature.

Mr Laughton knew all about this on the Thursday, yet it was

not until after Miss Femberton had gone on an afterncon's
flexileave on Friday that Mr Laughton called for Mr Alam.

He kept him for 55 minutes = patently an excessive time. He

then gave Mr Alam the ultimatum of "two minutes" to decide
whether to change his mind. All this notwithstanding the

Factors 1 had objectively put to Mr Laughton, It was blunderbuss
treatment without grounds or substance.




Mr Alam consulted with his Union representative and within
minutes returned to Mr Laughton's office to say that he had
not changed his mind.

Mr Burns was then present. Mr Alam was retained for a further
20 minutes, confronted by the SEU and the HEO,

1 gather that Mr Alam was threatened with disciplinary action
- notwithstanding, once again, the lack of grounds and substance.

(It is of interest, as a technicality, that when I first
discussed this vexing problem of tracings with Mr Laughton

-~ about 10 days prior to the incident under discussion, when
Mr Knight was absent - he remarked that one of the things
which had struck him during his induction was that tracings
were a Registration Section job. This shows how obviously
that Section's job it is).

13) Orne of my duties is to protect my staff from unfair treatment,
and 1 wish to express my deep concern that Mr Alam was sub-
jected to 55 minutes with the HEU and 20 minutes with the
SEU and the HEU - and that disciplinary action was evoked -
without my presence or that of a Union representative to provide
him with the moral support: to which he was entitled as a
young CO facing two senior officers., At least Miss Pemberton
should have been called up with Mr Alam so that they could
derive support fFrom each other (any excuse that Miss Femberton
was not available possesses no validity because the matter
could have been dealt with on the Thursday or the Friday
morning instead of being left until after Miss Pemberton's
departure).

As 1 have previously stated, the issue is not essentially one
of workload or grade. Nevertheless, as so much stress has
been placed on the backlog of the Registration Section, it
may be of interrist to know something about the workload of

my Section.

There are two jobs of some magnitude awaiting attention. One
is a consignment of about 30 boxes containing publications
which have been returned from binding; these boxes require

to be opened, the publications sorted out, then repacked

for despatch to 14 RO1Ts, It is a longer job than this terse
sentence indicates.

The other job is to unpack an important consignment of large
parcels containing all the diaries, etc., For 198l. These
then have to be sorted out and despatched to the ROITs - again

requiring packing,.

All this is the work of a CA., But my only CA is daily bustling
around virtually non-stop (coming on duty when he is not on
leave at 8 a.m. and remaining until 5§ p.m. (although recently
out of consideration for him I have started asking him to

leave occasionally at 3.30 or 4)1 Apart from that, For the
whole of the coming week he is on annual leave and we are

thus deprived of his valuable services.

1 referred earlier to the annual processing by my Section of
approximately 1,000,000 IT forms, mostly dealt with by Mr Alam.
1 now elaborate to a small degree on this processing.

The forms arrive in large boxes from the DE Printing Unit. These
boxes can weigh 20 lbs or over. They are taken to the basement
by either my CA or the Senior Messenger (on a cart) after which they




* by Mr Alam

are then unpacked and placed on shelves when space becomes
available.* When Mr Alam receives an order for IT Forms Ffrom
a AUIT he packs them into boxes, labels them, and gets them
Up to the Ground Floor by some means (the Senior Messenger
when he is available) for collection by postal vans, All
this - I repeat - to the tume of a million a year,

None of this work (popularly (or unpopularly! ) referred to

as "humping') can be said to strictly conform to the duties
expected of a "Clerical Ufficer', Consequently, when Mr Alam's
precdecessor refused categorically to do these duties, there
was never at any stage (by Mr Hunter) a reference - outright
or oblique - of "disciplinary action" (I was at the conference
&t which the categoric refusal was made). Arrangements were
simply made to transfer the CU,

Cn the other hand, Mr Alam has done this work willingly, never
ob jecting, and has even taken consignments from the Main Hall
to the basement when no Senior Messenger or CA was available:
simply to get the job done.

Thus we have the ironical situation whereby a CU who refused
adamantly to do this work was never treated ob jectionably,
while a CU who has done it for nigh on two years is treated
ob jectionably!

This follows the traditional pattern of certain rules established
by the human race., There is no need to dwell on this theme

in this memorandum, but it can be illustrated by an admirable
quotation from the XVIIth Century writings of Glaise Fascal :-

"Ctrange zele qui condamne ceux qui exposent les
fautes publiques,et non ceux qui les commettent."

("Strange zeal which condemns those who expose public
faults, and not those who commit them")

The gifted Blaise Pascal, writing of the incident under study,
may well have written:-

"Etrange, que M Alam, qui a fFait son boulot, se trouve
menacé de l'action disciplinaire, tandis que son
prédécesseur, qui refusa 3 fFaire le m@me boulot, ne
fOt pas soumis & un tel traitement."

("Strange, that Mr Alam, who has done his job, fFinds
himself threatened with disciplinary action, while
his predecessor, who refused to do the same Jjob, was
not subjected to such treatment' )

¥e

Some ten days ago a consignment of 167 parcels weighing 168% lbs
each (a total of 2,765 lbs) was received for my Section. This
Followed two earlier deliveries of a total of 133 parcels.

The drivers of the vans did not have mates and had instructions
from their Unions to bring the parcels to the ends of their
vans only: nmot to unload them,

The first two deliveries were off-loaded by the willing Mr
Knight, CA; the last consigrment was mostly offloaded by him,
helped by some messengers (since then, the messengers have
received instructions not to off-load vans).

As time goes on, these parcels will have to be sent ocut to
A0ITs,




This illustrates the considerable problems which have always
faced my Section in handling merchandise which arrives almost
daily. There are no porter-messengers, and until a week ago
it was not accepted as a messenger's job to remove parcels
from the Main Hall to the basement or to my Section. A week
ago it was fFinally decided that messengers had to do it. Frior
to that the Senior Messenger had disposed of material when
the loads were not too big, and Mr Knight on other occasions:
csometimes by Mr Alam [who has to deal with everything once

it gets down to the basement apart from the occasional inter-
mediate handling out of the Hall).

This cooperation and good faith by Mr Alam and Mr Knight in
doing willingly jobs which cannot be attributed toe the valid
duties of a Clerical UOfficer or a Clerical Assistant has
ensured the smooth functioning of the system. Their concern
has been to keep things moving im CUIT's (and the ROITs?)
interest, without ever standing on ceremony as to whether

it is their job or somebody else's, or whether it is within
or outside the scope of their grades.

Consequently, it is clear that the decision of Mr Alam not

to do tracings is - far from being obstreperous or uncooperative -
based on a principle., I categorically infFormed Mr Laughton

of this and he should have been sware of the difficulty in
attempting to deviate a person from a principle, as well as

the potential embarrassment to Management in taking up a

position ultimately untenable because it lacks grounds or
substance; or conversely, that the principle is backed by

the five Factors outlined in Para. 9 herein.

(I had not had a chance to expound those fFactors ta Mr Burns
as 1 have never discussed them with him, nor has he dealt
with me on this matter: that has been done via Mr Laughton].

Further attention should have been given to the vital psychological
fact that there was dual objection to tracings - Miss Pemberton

as well as Mr Alam - and that these officers are my only COs

and two-thirds of my Section; thus severe dismption of the

Section was a potentiality to which the fullest consideration
needed to be given.

Fersonally 1 find it incomprehensible that the experience,
knowl edge and awareness of the subtleties which were behind
my discussion of this matter were totally discounted, leading
to the unsophisticated approach to the problem.

Nor was any consideration given to the fFact that the CPSA

would certainly enter the sceme on behalf of its two members;
and that very often this sort of thing escalates to an astonish-
ing degree and could well lead - although not necessarily so -
to a Union ruling that COs are not to handle unpacking and
packing, etc.

In brief, the Section was running smoothly, not a day passing
without my eliminating an obstacle of some description, and
now it,?as been thrown into demoralization over a surprisingly
trivipi matter that could have been overcome in a moment by
shrew jyﬂghmant and the acceptance of inescapable hard Facts.

,r/;é?"
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Mr J Gra.y TG R DA o

Processxnr of By Hand annlones

I have the fnllowing comrents tc make on yaur minuta dated 24 July 1980 reiating
to the ahova sub;ect. 4 S8t ag e ST

e

od. " Ag the officer most concerned with the practical (as distirct from
theoretical) aspect of this matter, I find it surprising thet I was not asked
to attend the meeting at which decisions were made, and even more surprising
that tha matter was nOT even rererred to me, : _g

- As ‘a result of th13 1ause the 1nstructions in ‘the mlnute do not tackle
the problem in a realistic-and practical manner, as I wi 11 attempt to convey:

i) By Hands are addressed to the &sszstant Secretaries, London
Central) or (South) ROITS, and are of no concern to Staff & General
“Services Section. ; sl BT, et e e e

seems mem
cm e e ;

Such envelopes are not received or opened by S & GSS and the current
instruction is that they are to be handed by the Security GLa-d to
the Serior lMessenger. . g .

-

The mew instruction requires these to be collec%ed from the Security
Cuard by S & GSS, which is patently & very roundabout and time-wassing
" procecure for gett:ng them to the Senior lessenger (whose office is
next dnor to the Front Hall, whera the Securzty Guards are)
(ii) The distrlhution list should have been more S otensiye Ao npize
that By Hand letters passed to a Listing Section are not forwarded to
*.1he Section cancerned in a trans;t envelope. 7
.(111) Simxlarly, the distr1butlon 1ist ahould have -ncluded ROIT
Section Supervisors, to ensure that a Section does not forward a By
Hand to the Tr;bunal Clerk in a transit envelope.

(1v) “The last sentence of the first naragraph of (2) seems unrealistic,
After a Security Officer has advised a ROIT vhat a By Hand is awaiting
. “collection, how can the onus for "ensuring that the urgent correspondence
.  leaves the Front Hall quickly" fall upon a Security Officer? Obviously,
. the responsibility falls upon the ROIT afier being advised.
(In any case, this procedure is incorrect: see what follows).

(v) Since writing the above I have received a copy of lir D Kensdale's
mimite to Security Officers, para 4 of which requires that S & CSS

staff will sign for letters handed over by Security Cuards. In the

case of letters addressed to the Assistant Secretaries of London (Central)
and (South) ROITs, the instruction rcferred to amplzf;es the objection
raised by me in para 1(i) herein, . s

(vi) Many By Hands are delivered ﬂuring the lunﬂh period, vhen there is
only one member of the staff of S & GSS on duty, often enguged in
ansvering telephone enquiries (vhich tend to increase curing the lunch
period). Clearly it is bad administration to r.quire that the off.ce

.. be vacated while officers go to collect letters addressed to the ROITs
from the Security Guards simply to pass to the Senior Messenger, who
is next door to the Security Cuards,




.. .. through several hands, any of which might be responsible for the delay;

."" Security Cuards' register),

(vii) Many By Mands are in fact simple IT1s without any time=
factor involved, There is absolutely no reasen why such IT1s
cannot be processed through the normal messenger service (which‘
will teke from 15 minutes to about an hour at the most),

To call down a member of the Vetting Section staff to collect

- such items, or for them to be delivered by a member of my staff
(the Vetting Section being on the 4th floor) would be absurd
and a wastiage of man-hours, '

(viii) The ROIT Sections are on the 4th and 5th floors (and
lift service is very slow, often with appreciable waiting times),
Why, then, should ROITs send clerical staff down to the Security
Guaxrds to collect By Hands when they should clearly be given to
the Senior Messenger?

2 I feel that perspective has been lost in the appreciation of this
matter. My Section processes 60,000 incoming letters and IT1s annually,
and 750 By Hands. In the three yeers I have been here I do not recall

& single letier going astray. Any By Hand for COIT which is marked
URGENT is immediately taken by a member of my staff (sometimes by me when
staff is recuced) to the Section concerned, -The same applies to ITis
which have = time—factor involved,

I have heard of only one instance of an item reaching its finel
destination late, and that was a recent ecxceptional case of a hearing
which was in progress, unknown to my Section. An officer placed it in a
transit envelope because he was hurrying away on half day flexi-leave:
he has been strongly admonished, : o T '

; To revise a system is not warranted because of an isolated instance
* (or even several) y for they will always occur in the handling of 60,000
letters and 750 By Hands anmuzlly (this is called a "tolerance" and there
is absolutely nothing any humen being can do about it),

3 If tkhere is eany instance of retarded procefding the reason should
be traced ané the officer responsible admonished, There should be no
eutomatic assumpiion that Staff & Ceneral Services Section is responsible,
for the reason that after leaving this Section letters sometimes pass

: and in cases of letters addressed to the Assistant Secretaries of the
ROITs S & CS= does not even receive them.

4 I attach a new suggested instruction relating to the processing
of By Hands, which is the only commonsensical and practical way of dealing
with them (ard which in fact is in operation apart from the signing of a

5 The Security Cuards have always been impeccable I:; this processing:
they have newer been responsible for a delay,

-

L SMITH
Staff & General Services

Jo July 1980 JE _ Section

Mr Hunter

Mr Burns

Mr Bowen

Mr Morricson

Yr Kensdale (Est CS5e)




INSTRUCTIONS FOR TIHE PROCESSING OF

'LETTERS RECEIVED BY HAND

1 . Any By Hand addressed to the Assistant Secretery, London (Central)
ROIT, or London (South) ROIT, will be handed by the Security Guard to the
Senior Messenger (or his replacement) without delay, The Senior Messenger
will ensure that it is delivered to the ROIT immediately,

L]

‘2 When a Security Cuard receives a By Hand addressed to the Secretary,

COIT, Staff & General Services Section will he advised immediately (Extensions

210 and 263). '

" An officer of S & CSS will collect the By Hand without delay and after
processing (stamping) will personally hand to the Senior Messenger., The Senior
- Messenger will be responsible for immediate delivery to the Section concerned
(S & GSS will advise him of the Section),

3 In the case of items unrlér (1) above, the Senior Messenger will sign
the Security Guard's register; in the case of those covered by (2) above, the
S & GSS officer will sign.

4 IT1s received By Hand with no time—factor involved may be placed in
transit envelopes for Vetting Section., Those with a time-factor involved will
be taken by the officer concerned to the Senior Messenger for immediate delivery
to Vetting Sectinn,.

5 ROIT Section svpervisors will ensure that any By Hend relating to a
Tribuna) which is sitting or about to sit is handed without delay to the
appropriate Tribunal Clerk.
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Mr Laughton Appendix E

ICRs

1 Bristol ROIT telephoned me on 4 February 1981 to ask if they
gshould return the 1980 loose monthly issues of ICRs now that the

1980 bouné volumes had been received. I drew attention to previous
advices to ROITs that loose issues covld be retained. I was then
asked what should be done with them, a3 they were not really required
in view of the bound volumes.

2 This prompts me to evoke the matter of bound volumes automatically
being supplied by the publisher, which I believe was critized by several
Chairmen who considered that the ratention by them of the 12 annual loose
issues in addition to the bound volume was un-economical.

3 Appareptly when the contract was negotiated in 1978 (to commence on

1 January 198¢, when ICRs replaced ITRs) it covered supply of automatic
bound volumes every year. When the criticisms arose, Mr Fisher asked me to
contact the Secretary of the Incorporated Council of Law Reporting to
tentatively explore the possibility of the contract being amended tc
eliminate the bound volumes (the idea being that if this would be done we
would adopt the same system of binding as had applied to ITRs, i.e. calling
in helf of each ROIT's supply (including their Chairmen's) on two occasions
each year for binding)

4 I discussed this by telephone with Mr Pettitt, the Secretary of the
ICLR, who said that the contract was "standard" and any request to amend

the terms and conditions would need to be placed before the Council for
consideration. He said that even if the Council were to agree to eliminate
bound volumes, any saving would not be proportionate to the volume oi the
bound volume (owing to printing costs per copy diminishing as the quantities
run-off increase). Personally, I felt that Mr Pettitt was saying that more
as a deterrent than a realistic business comment. Obviously, if we buy
2,770 monthly issues every year they must necessarily cost a great deal less
than 5,540 issues, half of which are expensively bound. I passed the
information to Mr Fisher and I believe nothing further was done.

) Probably the existence of a contract including automatic annual bound
copies, coupled with natural reluctance to approach the Council of the ICLR
for amendment of what I was told was a standard contract, and the possibility
that in any case the Council might not agree to a change, were factors
influencing the lack of follow-up.

6 However, pera.5 is no more than a presumption on my part, Mr Fisher
not having commented on the matter after I passed the information to him;
and I am consequently setting-down the issue in detail in order that it may
be reviewed if considered necessary, as it seems clear that an uneconomical
situation partains.

i For what it is worth, Mr Pettitt's reference to a standard contract made
little impression on me. It stands to reason that if a customer is prepared
to buy 2,770 copies annually but is nut prepared to take 5,540, half of them
bound, beccause he would save a consjderable amount of money by arranging
bis own binding, and does not want, 3,000 unnecessary surplus copies floating
around (or to be wasted), the ICLR would not refuse to accept the order.

It may well be that there is a standard contract for customers who can make
use of the loose copies after receipt of the bound volumes, but customers
who refuse to accent the standard contract must surely be able to have a
contract which excludes the bound volumes, provided such customers are
adamant.




_Reference

8 Referring to the diminishing unit costs of printing as quantity
increases, Mr Pettitt's statement in +his respect (para.4 herein) is
not of such substance as to influence the subject. In effect, the cost
of a rui-off of 5,540°copies would be about 80f% more than a run-off of
2,770. The cost of binding by the publisher would be cancelled out by
the cost of COIT arranging independent binding, so the net extra cost
to COIT in ordering what in effect was double the quantity really
necessary was about 805 more per annum (recurring) than would have been
 incurred by ordering only 2,770 copies per annum, Obviously it is to
* the ICLR's financial advantage to press for the standard contract; but
it is also patently to their financial advantage not to refuse to supply
a required number of copies without an obligation to take bound volumes -
provided that the customer is adamant.

/
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Appendix F

(See notes on the last
page)
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This pathetic minute can be called a "typical" inter-office
minute, emanating from Mr.Burns, the COIT SED. It indicates
the inability to think clearly, and wastage of time. There
was no need for anything to be written in the first place, as
all staff had seen the OE circular.

NOTES:

LS




Appendix G

r leughton

19505 (Case=file covers): Distribution

1) Iir Alan has suggested that con.,ldcre.t:.on be given to ITH0s beliny disprtel
Crom Lhe manufacturers direcetly to RCITe insteed of to COIT for despalel au
reguired, The ennual quaniity would be about 35,000,

Consideration had previously bLeen given to this matter by me but diuscounted
vecause of the exlra cost which would be incurred by the supplier Lavin,,
deliver Lo 14 lceecations throughout the country, or alternately reil Jicigul
clizrise,
Ul gourse the poittege costs from COIT to the RUITS would offtsel 1o come exient
viira charges inposed Ly Lhe supplier, but an important point in this vevpeel i
4 tue suppliert's exilra charge:s would be egainul lhie st C3e printing voic,
ik ;J.L poutage cosble (franl ed yellow labels s) would not be imposed against it
Gic's printing expenditure,

fnother feclor, allhough not a decisive cne, was that most RUITS seemed Lo
Jac! slorege space (as ofte. indiented by their requests nobl to sent tou
meny 149 Tforms under the old systei, as they Lul novhere Lo slore them

2) I!U-.:t.-w_-:‘, thie new postal syslem which will come into operation on 1 April
1002, by wihich porcels will have to be fren' ed according to weignt, will vewy
cons ld(.la.a].‘_, increase thie overell costs of distrivuting aboul one ton of cuie=
file covers to 2uivt (excluding London RCLTg).

“his Taclor prompls me te revicw the situation, eas cuggested by Mr Aleun; ¢

il you epprove 1 wiil contact lir F 'jvuu',', =61, C3c  Printing Scebion, tolzscuriain
hic viewc concerming the supplier arrenging deliveries to 14 widetprewi localiciiie
If this iu feawsible, @iy objections RUITe mey nhave relaling to sterege opuce
weuld need to Le overcome, the malter of cconumies in postege being daulamnt,
(l,‘::crt.- iz no doubt tuast when the new postal syutem comes into cperaliocn the

postzl chamzes will Le enormeously superior to the wupplier's extre charge !
deliveries to individual RUITs)

3) llecve note that it is not practicable to ewse any storage problem. ol
ROTTs Ly ordering less than a year's supply at o times lor one lhing, the ma
fucturing: costs vwould increcse enormously by lwo half-yearly run=offs i:l.:t.u-.-,.
of one; and secondly, costs would obviously be increased considerably by two
deliveries per annum to 14 widespread locations inclesd of one.

4) 1™ 1: are currently ordered by me in bulk and supplied to ROITs by poist,
The quentity is zbout 40,000 (they are sent io 21l respondents znd alco handed
Lu peuple wio call at HUITs to enquire about sutmitting applications),

Joen Lhe aew postal system comes into operation the cost of pouling these buxen
1o REITs will incrc.-_.,-.. cnormuL...ly. 1 therefore suggest that RUIT order itheir
owm guenlities from latford (despatched by HI50) for direct delivery.

‘n his recpectjunlike the question of the ITH0s, it would not be necescury to
approaciht vatfords the RU1Ts would simply erder without formality, as and when

roguired,

5y 1 should appreciale your views on each of the two metters evoked,

- 9 FEB 1981 v

L Smith,




APPENDIX F

CENTRAL OFFICE OF
THE INDUSTRIAL TRIBUNALS
(ENGLAND AND WALES)
3 93 Ebury Bridge Road, LonpoN S.W.1
Your reference: Telephone: 01-730 9161-7
Our reference:

21 May 18981

R S Allison, Esq

Oirector of Establishments
Department of Employment
Caxton House

London S W 1

CONCEANING MR P HUAT (COD), COIT:

The above-named individual was posted from Lewisham UBO to
the Staff & General Services Section of CUIT, which I
supervise, on 6 April 198l, Prior to this he had received
a written warning, and had failed his probationary period
following promotion from CA to CU: an extension has been
granted by Establishments until October.

The copy of the attached memorandum which I handed to him

today is self-explanatory, &nd reveals - among other things -
that the written warning has left him indifferent, and that
there was no justification for any extension to his probationary
period following promotion.

My Section is - among many other things - respansible for
the ordering, reception, storage and ultimate despatch

to ROITs of about a million 1T fForms, case=file covers and
booklets on 1T procedure, per annum. 1 have one CO and one
CA to do this, and the CA does a multitude of small jobs
which leaves him little time to deal with IT forms, etc.
Consequently, it is absolutely imperative that my CO be
reliable, conscientious and a good worker.

Apart from the data on the attached memorandum, it was patently
clear to me even on the first day he worked in my presence
that he is totally unsuitable for my Section,

He was accepted by Mr A DO Burns (SE0) and Mr B C Laughton
(HEU)(they did not permit me to see him), and as they had
Full knowledge of his past history, and as they were aware
of the compelling need for an efficient and reliable CO

in my Section, they should have refused to accept this
throw=-out,

This obviously was of no concern to them, and thus they
imposed him upon me, creating the present unpleasant cir-
cumstances. This was aggravated by the very special cir-
cumstances recounted in Para.B8 and Appendix C of my report
on certain matters to Sir Derek Rayner, a copy of which

is enclosed herewith,

It is not my intention to have my instructions flaunted
by this CO, nor to revert to the outrageous, financially
abusive conditions related in Para. 2 of my report; and
in consequence 1 am formally informing you that I refuse
categorically and irrevocably to supervise this person.




S.

B.

The responsibility for this lamentable state of affairs
rests squarely with Mr Burns and Mr Laughton.

By reason of the special circumstances now prevailing due
to my report, and as it would be clearly absurd to adopt
the normal channel of communication and write this to Mr

Laughton and suffer subsequent frustration, I am ignoring
those n07m31 channels.

Louis Smith
Staff B General Services Section

Mrs E E Craske
Mr A O Burns
Mr B C Laughton
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Mr P Burt
Staff and Ceneral Services Section

On 19 May 1981 I informed you categorically that your starting
time of duty was 8.30 am, explaining why this was necessary,

On 20 May 1981 you did not report for duty. You telephoned about
1 pm to say that you had overslept to 11 am. You made no attempt
to report for duty in the afternoon.

On 21 May 1981 you arrived at 9.30 am.

From the foregoing three clear factors emerge =

(a) That you are unreliable.

(b) That you ignore instructions.

(c) That you obviously intend carrying on in my Section
in the manner in which you have been allowed to carry

on in your previous post, and which resulted in 92 days
uncertified sick leave in 5 years,

In addition to the points mentioned above, I am listing below
your record since you joined this Section:-

(a) Joined 6 April 1981
(b) Uncertificated sick leave 9 April 1981,

(c) Away sick-(broken little finger of right hand)
from 16 April 1981 to 15 May 1981 (inclusive)
4 weeks),

(d) Although your medical certificate - under (c) above
ended on ™’ May 1981, you stayed away without authority
on Friday 15 May.renaf ‘7‘3{:“;.-".), 24 fun':}.

I spoke to you on the morning of Friday 15 May to ask
why you had not sent in a certificate (the previous one
having ended on Friday 8 May) and also why you had not
returned the A/cs 250 form which had been sent with your
salary cheque the previous week, and you informed me
that you would be back on duty on the following Monday:
you did not mengign‘that your certificate had actually
ended on the Thursday’ (34 May); in other words, you
concealed it.




This Section orders, receives, stores and despatches to
ROITs about a million forms, case-file covers and booklets
on IT procedure to ROITs annually, and you are the only

CO in the Section to do this.

This is a formal instruction, that you are to report for
duty at 3.30 am every morning.

S
- { // g

L SMITH




SECRETARY OF STATE FOR ENERGY
THAMES HOUSE SOUTH
MILLBANK LONDON SWIP 4QJ
TELEPHONE: OI=2]] 3000

211-6402

Rt Hon Sir Geoffrey Howe QC MP

Chancellor of the Exchequer

Treasury Chambers

Parliament Street

London SWAP 3AJ 22 May 1981

Lo /1! k:\é.'ﬂ‘ 4 L "’C. LL'“"]
REPAYMENT FOR PSA SERVICES

In your letter of 11 May to Michael Heseltine you urged colleagues'
acceptance of the PSA repayment proposals, subject to careful study
of the detailed arrangements before final implementation.

I still hold to the reservations expressed in my letter to Michael
Heseltine of 6 May and I remain particularly concerned about the
staffing implications of these proposals and about the ability of
my over-stretched small Department to keep taking on one new

task after another. However, I do not wish to stand out unreason-
ably against the proposals and, if they are accepsable to all

other colleagues, I am willing to go along with taem in principle.
But,if the scheme is to go ahead, it will be important to get the
detailed arrangements right and to recognise that extra staff
might have to be provided to get the system working effectively.

I am assuming that final decisions on implementation will wait
upon the outcome of the proposed trial run in 1982-83.

I am copying this letter to Michael Heseltine and to the other
recipients of your letter of 11 May.

D A R HOWELL




10 DOWNING STREET

From the Private Secretary s C / 21 May 1981

bewwr Tt

Paper on Control of Expenditure : Departmental Responsibilities

The Prime Minister was grateful for the Chancellor of
the Exchequer's minute of 14 May and for the draft paper and
memorandum. Subject to the points made below, she is content
that he and the Lord President should circulate them to Cabinet
with a view to the endorsement of the memorandum.

The Prime Minister is concerned lest the memorandum may
give unnecessary hostages to fortune. In particular, she feels
that paragraphs 11 and 20 are not firm enough in describing the
role of the central departments. She feels it would be better
to delete the references to the "appropriateness' and "practicability"
of central prescription from these paragraphs. The point could then
be made in paragraph 10 that the central departments will of course
consult other departments to ensure that the requirements they
propose are appropriate to the functions of those departments and
the needs of the public interest.

Secondly, the Prime Minister thinks that Cabinet colleagues
may well ask whether the central departments have sufficient staff
of the right experience and training to promote and monitor the
best possible control systems in departments. She thinks it
essential that the relevant parts of the centre should be staffed
in such a way as to make the proposed role both credible and
effective. The Prime Minister acknowledges that it is unlikely
that this can be achieved overnight, but she would like to know
what plans are in hand to bring it about. She would be grateful
for early advice on this, including Sir Derek Rayner's views.

I am copying this letter to Jim Buckley (Lord President's

Office), David Wright (Cabinet Office) and Clive Priestley
(Sir Derek Rayner's Office).

(%wgw

John Wiggins, Esq.,
HM Treasury.

CONFIDENTIAL







