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Estate
your letter of
the telephone yesterday,
ster was content for the answer

as proposed

M. A. PATTISON

NI ronmant




2 MARSHAM STREET
LONDON SWIP 3EB

My ref:

Your ref:

|4 June 1982

Yoo Hokee |

TRANSFER OF RESPONSIBILITY FOR THE DIPIOMATIC
ESTATE

We spoke on Friday about arrangements for an
announcement of the transfer of "responsibility
for the Diplomatic Estate from PSA to FCO, which
the Prime Minister has approved. I attach the
draft Written Answer which we now propose to
answer tomorrow, Tuesday 15 June, if the

Prime Minister is omtent. As I said, Treasury
are content that my Secretary of State should

answer.
A)lﬂ’bw& y

e

M® H GHOSH
Private Secretary

Mike Pattison Esq, No 10




To ask the Secretary of State for the Environment whether he
proposes to make any changes in the present arrangements for

the management of the Overseas Diplomatic Estate.

DRAFT ANSWER

Following an inter-Departmental Study)my Rt Hon Friend the Prime

Minister has agreed that responsibility for the management of this
estate should pass from the Property Services Agency to the Foreign
and Commonwealth Office. Detailed arrangements for the transfer,
effective from 1 April next, are now being worked out. Trade Union

sides in both Departments are being consulted.
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Prime Minister C4W1f
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Last year, private sector members of a joint team studying the
management of the overseas diplomatic esTate suggested that the
fulletIon should pass from me and the PSA to the Foreign Secretary
and the FCO. This was later supported by Derek Rayner.

I have now discussed the question with Douglas Hurd and Leon Brittan
and we have agreed in principle that, if you are content, the change
shoyld he made. We have no doubt that FCO will respond positively

to being given responsibility for this aspect of their affairs, and

a certain amount of duplication now existing between Ministers and
officials ought also to be eradicated.

We would like to proceed towards implementation by the start of the
next financial year and intend asking an official committee from the
3 Departments concerned (PSA, FCO and Treasury) supplemented by some-
one from the private sector, to report with a worked-up scheme by

the end of the Summer recess. There are machinery of Government
implications, but we do not at present see the need for legislation.

I should be very grateful for your agreement to our going ahead on this
basis.

Copies of this minute go to Leon Brittan, Douglas Hurd and Derek Rayner.

S k. okl

iy
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10 DOWNING STREET

From the Private Secretary 6 April 1981

The Prime Minister is grateful for the Foreign and Common-
wealth Secretary's minute of 26 March and the report on FCO and
ODA common services attached to it. She welcomes the recommen-
dations for integrating the units concerned with management
services, staff inspection and ADP, internal audit and home
accommodation and other services.

The Prime Minister recognises that merging personnel
services and financial control would have a short-term cost
and that integrating the management and control of the two
separate Civil Services would need careful handling. But
she notes that the Diplomatic Wing already manages staff from
both services and believes that the short-term costs would soon
be mitigated by the useful additional savings which would come
from full integration.

The Prime Minister suggests, therefore, that the costs
of the obstacles to integration of personnel management and
financial and manpower control should be re-examined (say
in twelve months' time) in the light of what has been learnt
from bringing together the activities already identified.

I am sending a copy of this minute to Jim Buckley (Lord
President's Office) and Clive Priestley (Sir Derek Rayner's
Office).

G.G.H. Walden, Esq.,
Foreign and Commonwealth Office.




PRIME MINISTER

Amongst the various studies on merging the FCO and ODA, there

has recently been a review of common service functions, Lord Carrington

g

submits this with his summary of the recommendations. He intends to

bring together staff inspection work, internal audit, ADP, security,
accommodation and supply. Given the different character of the mainstream
work of FCO and ODA, he has concluded that personnel and finance

functions should remain separate. (Flag A)

Derek Rayner's Office remain unconvinced by the
review's recommendations in respect of 53?5;5;33-23& fagipce work.
Mr. Priestley's note (Flag B) points to the successful use of common
services arrangements between DOE/Transport, and Trade/Industry. He
also suggests that the differences between the UK-based work of the two
parts of FCO have been over-stated. He suggests that we might put down
a marker for a further review on personnel and finance in about a year's
time, in the light of progress in merging other activities. This could

be commissioned as in the draft letter at Flag C.

Mr. Priestley is suggesting that the common services review

has been conducted with no great desire to recommend merger across the

board. I suspect that this is right. But scope for integration between
GBE—Ehd FCO has been under incessant study in one way or another for some
three or four years. The Foreign and Commonwealth Secretary has already
made it clear that he thinks he has been pushed a bit too far on staff
reductions. You may prefer not to press too hard on his own management
of the two offices, Would you like us to say that you would not wish to
rule out integration of finance and/or personnel functions in due course,
and that you hope this can be further reviewed, but without putting

a specific time-scale on this?

2 April 1981




Mr PATTISON

REVIEW OF THE COMMON SERVICES OF FCO AND ODA

; We spoke briefly last Friday about the review of FCO/ODA
Common Services attached to Lord Carrington's minute to the
Prime Minister of ,26 March. Mrs Thoms has discussed it with
you at greater length and what follows is based on her work.

Backeround to the review

Ga The 1979 Rayner Project on the merger of the FCO and
the former ODM was asked to examine "the ideal structure

as if we were starting afresh". The outcome was less radical
than that but was accepted on the basis that the chief
practical question was how far and fast "integration" should
be pressed (Sir Derek Rayner's minute to the Prime Minister
of 6 March 1980).

3e Following the report, two joint units were agreed upon

(2id policy and economic relations) and the other areas of
apparent overlap (including the geographical departments)

were left over for the management review. Common Services
were left for yet later survey, following the management review.
In the event, the management review recommended limited inte-
gration and against merger of the geographical departments.

Common Services

4. The report recommends a limited integration, as follows:

potential staff* potential Recommendation
Savings casSh savings

Personal 6 - 8 (1%) £130, 000 no merger
services

Financial
control + manpower 4 (2%) £54, 000 no merger

* 1t is a weakness of the report that staff and cash savings
are not identified as proportions of the total in those areas.
Thi %tfigures shown are estimates based on the organisation
charts




potential staff* potential Recommendation
Savings Casll savings
Staff inspection, no saving - merger

management services
and P

Internal audit no "significant" merger
savings

Home accommodation 10 (5%) £167, 000 merger
and other services

Travel units not given not given no merger but
saving of 2
posts from
procedural
changes

9. In total, these recommendations would give initial savings
of 12 posts and £191,500 (0.8% of total expenditure on common
services). This compares with potential savings from full

integration of about 23 posts and £400,000 (1.7%# of common
services expenditure).

Comment

6. The report has four main arguments against full
integration:

a. No operational benefits would arise because
the Diplomatic and Home Civil Services,and the FCO
and ODA,are different animals. There would be a
disbenefit from trying to combine their different
'cultures’'.

b. Radical re-organisation would be necessary.

C. Co-location of the relevant parts of the
organisation might be difficult.

d. The staff don't want it.

/45 The argument about the separateness of the two Civil
Services is supported by their different terms and conditions,
but less convincing when the actual work to be done is examined.




Home Civil Servants represent their departments abroad and
Diplomatic Service staff do stints at desk jobs in London
similar in kind to those in any other Government Department.
The discussion of travel arrangements (7.9 - 7.13) is not
without interest in this respect. In the case of personnel
work, this argument is further weakened by the fact that the
Diplomatic wing already employs 1,400 Home Civil Servants
which it manages and controls alongside its 4,200 Diplomatic
Service staff.

8. The "two separate institutions" argument is also used
against integrating financial control (para. 2.12). The report
could, perhaps, have drawn on the account of the creation of
DOE* which spoke of the need for a finance organisation that
was strong but flexible (and not necessarily uniform throughout
the department) and which took account of '"the importance of
considering the department's spending as a whole, and of making
comparisons between policies, between services, and between
functions avoiding duplication between the central

apparatus and the functional finance organisations". (Apart
from DOE and the Department of Transport, which have joint
common Services, there is another integration model in the
joint common services of the Departments of Industry and Trade.
The Accounting Officer problem is overcome by making one of
the two departmental Permanent Secretaries concerned the
Accounting Officer for the relevant expenditures.)

O The significance of the co-location argument is difficult
to assess. In the case of those functions which the report
recommends for merger, co-location is said to be essential,

but potentially difficult (particularly for accommodation
services which would have to be set up in the Diplomatic wing).
There is no discussion of where internal audit or the inspection
staff would sit. Co-location is not mentioned specifically as

* (Civil Service Studies 4, HMSO 1977.




a problem in integrating either finance work or personnel
management (although on the latter, it is again said to be
essential).

10.  Sir Derek Rayner said in his minute to the Prime Minister
of 6 March 1980 that "housing in one place is not critical to
the success of a merger, but more co-location than at present
would very much help its efficient operation". Whilst all
finance work should sit together, it need not be in the

same place as all the personnel management work. The report
says little about the options for and practical problems of
co-location to support its line (para. 1.13) that "there

£

could be difficulties in achieving co-location".

11. More generally, the report is very negative. Separate
organisations are seen as self-evidently right unless the case
for merger is overwhelming. For example, Chapier 2 sets aside
savings of £54,000 pa (and possibly more) from integrating
financial control even though paragraph 2.12 says that there

is no overriding reason for not doing it. Similarly, the
report recommends against merging personnel services (with
savings of £130,000 pa and a lot more later on) even though

the "difficulties could no doubt be overcome" (para. 4.20).

12. Integration of training activities (5.4 and 5.5 in
particular), registry services (7.7(a)), typing and secretarial
services (7.7(c)), travel arrangements (7.12) and welfare (9.4)
is not recommended either because practices or "responsibilities"
are different (there is little examination of whether they need
or should be) and/or because separate personnel services
prevent it from being worthwhile.

Advice

13. The report will get rid of only part of the overlap
which it identifies and the recommendations against full




integration are not generally well-supported. The Prime
1o

,er will not want to appear to second-guess the Foreig

[inist
Secretaryon points of departmental detail, but she may be

1t p# you to write along the lines of the attached draft.

v
4

SVgolai, Thows

?? C PRIESTLEY

3 April 1981

Enc: Draft private secretary letter.




G G H Walden Esq ' .
Foreign and Commonwealth Office

The Prime Minister is grateful for the Foreign Secretary's
minute of 26 March and the report on FCO and ODA common
services attached to it. She Welcomeﬁ the recommendations

for integrating the units concerned ?ith management services,

staff inspection and ADP, internal 7hdit and home accommod-

ation and other services. |
[/

‘
| |

The Prime Minister recognises that;merging personnel
services and financial control woyld have a short-term

cost and that integrating the man?gement and control of

the two separate Civil Services ﬁbuld need careful handling.
But she notes that the Diplomatif Wing already manages staff
from both services and believes:that the short-term costs
would soon be mitigated by the pseful additional savings

which would come from full intggration.

The Prime Minister suggests, fherefore that the costs of
and obstacles to integration lof personnel management and
financial and manpower contral should be re-examined (say
in twelve months time) in the light of what has been learnt

from bringing together the activities already identified.

I am sending a copy of this minute to Jim Buckley (Lord
President's Office) and Clive Priestley (Sir Derek Rayner's

Office).

M A PATTISON
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PRIME MINISTER

Review of Common Services

i 1 As foreshadowed in Sir Derek Rayner's minute of 6
March 1980 officials from the Diplomatic Wing and the
Overseas Development Administration, with valuable help
from the Civil Service Department's Staff Inspection
and Evaluation Division, have now looked at the common
service functions of both Wings of the FCO, I attach a
copy of the report. You will recall the decision taken,
as a result of last year's management review of the ODA,
not to merge the geographical departments of the two
Wings.

i The report concludes that, given the distinct tasks

performed in each Wing of the FCO, the personnel and

financial functions should also continue to be performed

separately, I agree with this conclusion. It reflects
Derek Rayner's own point that the best way of rationalising
common service functions was bound to be heavily influenced
by the way in which the functions concerned were organised.
While full integration might of course produce further
limited staff or financial savings, the upheaval implied by
such a radical approach would more than outweigh such a
benefit. The differing staffing arrangements required by
the world-wide deployment of the Diplomatic Service also,

in my view, requires separate management.

3« The report's other main recommendations consist of
proposals for establishing a joint Inspectorate, Internal
Audit and Automatic Data Processing Sections, a single
Security Department and integration of staff dealing with
accommodation and supply matters at home. These proposals
should produce savings of some £200,000 and save 12 staff.
The creation of a Joint Inspectorate in particular should

help to ensure that the two wings work together as closely

/as







as possible, that overlap is reduced to a minimum across the

board and that common standards are applied in both Wings.

4, In reaching these conclusions the report had also to
take into account the separate location of the two Wings
which is an added barrier to any merger of their common
services beyond the level recommended. In his minute of

6 March Derek Rayner drew your attention to the problems

of accommodation and suggested that Richmond Terrace might
provide an opportunity to bring units of the two Wings
close together. But delay on the restoration of Richmond
Terrace and the urgent need for repairs to parts of the 01d

Public Offices make co-location further off than ever.

D I believe that subject to our being able to resolve
some problems which could arise from the merger of the
security sections, the new arrangements set out in the
report, taken together with the measures already agreed in
March 1980, including the establishment of two joint
departments dealing with Aid Policy and Economic Relations
which are now functioning well, as well as the outcome of the
ODA Management Review itself, will ensure a more
economical and effective working relationship between

the two Wings. The Joint Inspectorate will give us an
opportunity to identify all possible ways of streamlining
our operations both in the administrative and policy

making areas.

6. I am sending a copy of this minute to the Lord President
of the Council and to Sir Derek Rayner.

Foreign and Commonwealth Office
26 March 1981

( CARRINGTON)
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Foreign and Commonwealth Office
London SW1A 2AH

Telephone 01-

Your reference

Our reference

bate. |8 )-_bﬂ«..\.‘ 196 1

1. We were appointed to review the common service functions in

the FCO's Diplomatic Wing and ODA and to recommend the most
efficient way of carrying these out. We found in both Wings a

firm belief that a merger of support services for two such different
institutions would not only entail much disruption but also result
in less efficient performance overall. It was cynically suggested
that the result would be like tying together by the tail a cat and

a doge.

2o In developing proposals for merging services we had the
valuable assistance of Messrs J Mulford and M Hoare of the CSD's
Staff Inspectorate. The blending of their professional expertise
and views with our own knowledge of the functicns and requirements
of the two Wings has been an interesting exercise.

5. We believe that the conclusions reached in this Review are
right in the existing circumstances and where changes have been
proposed these would be workable and cost effective. It will not
please everyone but we would hope that the verdict on it may be,
to quote Adam Smith:-

"With all its imperfections, however, we may perhaps say of 1t
what was said of the laws of Solon, that, though not the best
in itself, it is the best which the interests, prejudices and
temper of the times would admit of. It may perhaps in due
time prepare the way for a better.”

o it
v — ~ CJ {{ §/4
o

K O H Osborne Watts

RESTRICTED
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FCO/0DA OMMON SERVICES

TABLE OF CONTENTS

Chapter I Introduction and Summary of Main Findings
Chapter Finance
Chapter II Internal Audit

Chapter Manpower Resources and Personnel lManagement

Chapter Training

Chapter Inspectorate and Management Services
Chapter | Accommodation and Services

Chapter Communications

Chapter Library and Other Services

Chapter Security

Chapter General Conclusions and Summary of
Recommendations

Appendix 1 Terms of Reference

Appendix 2 ODA Scientific Units
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INTRODUCTION

Jur Terms of Reference require us:-
-

(a) to review the common service functions such as

.

personnel and finance performed by the departments
dealing with these matters in the two Wings of the FCO
in the light of'the recommendations of the Management
Review into the functions of the ODA and certain parts

of the Diplomatic Wing; and
(b) to make recommendations on the most efficient way

of carrying them out bearing in mind the relative costs

and effectiveness of the possible solutions.

A copy of the full Terms of Reference is at Appendix 1.

Background

W The proposal to carry out this review of common service
functions originated in Sir Derek Rayner's minute to the Prime
Minister of 6 March 1980, following the Adams/McCulloch Report
which was aimed at reducing duplication, improving policy co-
ordination between the Diplomatic Wing and the ODA, and
achieving manpower savings. That Report recommended inter
alia the rationalisation of certain functional responsibilities
between the two Wings in order to avoid duplication and overlap,
and the creation of two jointly staffed Departments. These
recommendations were accepted and implemented following the CDA
Management Review. This also resulted in the establishment

an Aid Policy Board to include officials from the Diplomatic
Wing as a means of co-ordinating aid policy and

at highest official level.

RESTRICTED




Lo s The Management Review was mainly concerned with the
reorganisation of the ODA for the most effective administration
of the bilateral aid programme, multilateral aid and associated

international activities. t pointed to the Permanent Secretary

ODA's need for clear channels of command under him in the deploy-

ment of financial and manpower resources involved in administering

the aid programme.

l.4, The Review also examined the ﬂdams/ﬂdﬂulloch recommendation
for an experimental merger of geographical departments as a

stage in progressive integration. On this it concluded that

"the tasks of international relations and 2id administration
constitute distinct functions" and recommended that the
geographical departments in the two Wings should remain separate.

This recommendation was accepted.

1.5. The decision not to merge the core geographical depart-
ments and acceptance of the ODA Management Review's other
recommendations, especially those on Structure and Top Management,
implied the continued separation (at official level) of

operational responsibilities between ODA and the Diplomatic Wing.

1.6, We were advised by the Steering Group:-

(a) that the ODA Management Review had been approved
by the Secretary of State and the Prime Minister and

its conclusions were not open to guestion; but

(b) that subject to this it is intended to develop
as close as possible relationships between the two

Wings.

RESTRICTED
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1.7 The position is, therefore, that the FCO Diplomatic Wing
and the ODA constitute two distinct operational institutions,
both responsible to the Secretary of State, but each differently
organised to perform different functions, in one case mainly
overseas, and with separate votes and establishments. Each
institution is headed by a PUS/Permanent Secretary with separat

b ] -

management and accounting responsibilities. Of the two Jjointly

staffed Departments created after the Management Review, one,

Aid Policy Department (ADP), is integrated into the ODA management
structure; the other, Economic Relations Department (ERD) forms
part of the Diplomatic Wing as far as chain of command and

administration are concerned.

1.8, The problems of merging the common services of the two
Wings of the FCO are much greater than would be involved in any
proposal to merge the supporting services of two Home Departments.
The differences in the functions performed by the two Wings in

Iondon are at least as wide as those performed by any two Home

Departments and there are additional complexities because:i-

(a) the Diplomatic Service is separate from the Home
Civil Service and independently administered. Its
staff are employed on different terms and conditions of
service from Home Civil Service personnel. In
pérticular Diplomatic Service personnel have an
unrestricted liability to serve abroad anywhere in

world; and

(b) the management and supporting services of the Diplomati]
Wing are geared to the existence and needs of the 139

diplomatic missions and 60 subordinate posts overseas.

RESTRICTED /According]
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Accordingly, in what may appear to be similar areas of

administration  éian—the—btweo—ram=a. the volume of and relative

J [ k-1 ~ A s 1 3
(_ tare Chae Mo~ L T -
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importance attached to the work involved can differ UTZTLkw;_p
For this reason responsibilities are divided differently
departments eg ODA's Establishment Department deals with
responsibility for which is split between no less than

ments in the Diplomatic Wing. Any major integration,

would involve substantial restructuring of‘departﬂ:nts

or both Wings. The principal departments concerned are:

FCO Diplomatic Wing ODA

Operations Dept (POD) Establishment Department
Services Dept (PSD) Organisation Department
Personnel Policy Dept (PPD) Finance Department

4.

Accommodation and Services Accounts
Department

Finance Department
Internal Audit Unit
Security Department
Inspectorate
Training Department

Library and Records

Approach to the Task

l.?. We studied the ODA Management Review and recent Inspection

Reports on departments both in the Diplomatic Wing and ODA.
We then spent some time with the departments and sections
concerned with administration or the provision of services in

each Wing discussing the nature and weight of the tasks in which

i - he y
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they were engaged and how these relate to similar work beinc

done in the other Wing. Where necessary we arranged to meet
> - J o
jointly with officials of both Wings tec examine the practicability

of merging their work and responsibilities, and the implications
o (S : 3 : k

of such a merger. Our understanding from the Terms of Reference

and the guidance given by the Steering Group was that the

essential questions in considering merging common services
those of efficioncy and cost effectivenesﬁ. In both Wings
economies have been made recenfly in supporting services and
"their costs closely scrutinised. Where the total vblu:e of worXx
after a merger would be unchanged, the issue in cost terms was,
therefor% whether or not bringing'togcther comparable support
functions weculd offer opportunities for economies of scalej

and the extent to which these might be negated by the
disruption and consequent loss of effectiveness (and

short-term cost increases) resulting from changes in established
organisations and operating prabtices. We also considered the
possible value of mergers.as a means of harmonising existing
practices aﬁd developing common procedures. Apart from any

short term benefits which might arise, harmonisation of

procedures would also facilitate a merger of operationa

to this effect should be taken.

1.10. After we had completed our field work we were joined by
illustrative

two CSD Staff Inspectors and together prepared/models of what,

structures ‘for integrated common services. Although
-]

/implementation
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implementation of these might in some cases involve deviati

from the conclusions cf the ODA Management Review, v
(5] 2

-

considered them in the light of the above

assessment of their workability in practice.

in the Annexes to the various Chapters of this Report

should be understood that gradings éhown are interchangeable

between DS and HCS equivalent.

1.11. Our Terms of Reference require us

as appropriate, to those matters dealt with

Programme Class II vote 10". In effect this means

four Scientific Units. We were advised that we were not
required to re-examine the status of these Units but only tTo
consider the broad arrangements for balancing their manpower
needs against those of the rest of the FCO. This we have
done (see Appendix 2). We have similarly excluded from
detailed study the Passport Office and the Communications
Division at Hanslope Park both of which are subject to the
overall administrative control of the Diplomatic Wing.
change in these arrangements would involve a fundamental

in their status, which is outside our remit. The present
arrangements for the administration of Hanslope FPark are to
be examined by the Diplomatic Service Inspectorate early in

1981.

OF MAIN FINI
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SUMMARY OF

1.12. The Diplomatic Wing and the ODA are separately

13 £ PA

administered. This is a reflection of their differing functions.

But they are linked at Ministerial level and the concept of a

single common services organisation therefore has obvious

attractions.

This report shows how full integration of common services
be achieved with estimated savings of around 400,000 &
(These savings are only illustrative, but they amount to
about 1.7% of the combined costs of common servieces in
t-It also shows, however, that integration would involve
| reorganisation of existing structures, which would be likely
cause its own problems; and there could be difficulties in
| achieving co-location (which would be essentizl to successf
' operation). There are also very real anxieties among the
iover the implications of such a change. These difficulties
:could no doubt be overcome but it remains a major consideration
;whether the combining of administrative resources would be sound
!

| organisational practice given the undeniably separate cultures

of a Home Civil Service organisation and the autonomous

f
|
i
)
i

Diplomatic Service.

l.14, It is easy to understate the importance of common services
in both Wings; they represent focal points for effective control
of finance, manpower and administrative service costs. The
Permanent Under-Secretary FCO is Head of the Diplomatic Service
and responsible for the administration of the Diplomatic Wing

and its 129 overseas missions: the Permanent Secretary of the

ODA is responsible for the management of the ODA as a whole. Any

integration of common services would therefore mean creating

departmental organisations which would serve two masters.

RESTRICTED
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1.15. he existence of two séparate Accounting Officers
not, in itself, an insurmountable obstacle to the integration

of common services; and we do not rest our recommendation oxn

this consideration. But the separate responsibilities

PUS FCO and Permanent Secretary ODA reflect the di
functions of the organisationsof which they are

heads and, as Sir Derek Rayner commented in his

Prime Minister, common services are bound to be

markedly by the way in which the functions they serve are

organised.

1+16% T1e limited staff savings likely tc result from a merger
of personnel and financial control mechanisms have to be balanced
against the different operational requirements, the locational
and the disruption likely to be caused. In the
circumstances we have not recommended integration of

these sectors.

Ll s We have, however, recommended bringing together thos
parts of the two Wings concerned with Staff Inspection, Manage-
ment Services, ADP and Internal Audit. We also recommend
integration of security, home accommodation management and
service support areas. Merger of these would prepare the

for any further integration at a later date. The initial

savings achievable would only be about £167,000 a year.

1.18. Some areas of common service already exist, eg overseas
communicaticns, legal advisory services, library services and
the Economists Branch. There are also some Jjointly staffed

departments. The steps proposed will continue the evolutionary

processe.

RESTRICTED
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The PUS FCO is Accounting Officer for 5 votes and

Permanent Secretary ODA is Accounting Officer for 3 votes.

shown in the 1980/81 Supply Estimates Class II these are

respectively:

FCO Diplomatic Wing &

1 Overseas Representation: Diplomatic
i 167,856,000

54,645,000
British Council 29,917,000
Foreign & Commonwealth Services 19,879,000

International Subscriptions, Special
Paym;.nta etc (FCO) 41,1551000

9 Superannuation etc (Overseas Services) 66,518,000
10 Overseas Aid 898,560,000

11 Overseas Aid Administration 19,197,000

Cnle In the Diplomatic Wing, Finance Department, headed by a

DS4 officer, prepares the Main and Supplementary Estimates,
controls expenditure from Votes 1 and 3-6, makes payments and
prepares the annual appro opriation accounts. It deals with other
Diplomatic Wing departments and missions overseas on policy issues
and other matters involving expenditure and negotiates with
Treasury on the annual PESC exercise. Accounts are integrated
into the Department which has an establishment (reduced followin
a recent Inspection) of 124 (excluding Internal Audit), all DS

personnel apart from one senior Principal and a few Jjunior st

Of these about 106 are concerned with payments and other work of
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a purely accounting nature. The sections dealing with this
work are supervised by the specially recruited Senior Principal
with accounting qualifications who is also deputy Head of the

Department. Much of the work is checking and processing the

Monthly Statements of Accounts received from the 139 Missions

abroad, which include expenditure debitable to the votes of
other government departments and organisations. The Principal
Finance Officer's role is filled by the Head of the Finance
Department. He reports to an Under-Secretary who supervises

10 other Departments and has no specific responsibility of a FFO
kind. Beyond him the chain of responsibility lies through the
Chief Clerk to the PUS as Accounting Officer. A continuing task
for the Finance Department is meeting changes in expenditure
requirements arising from political developments abroad by making

adjustments between Heads and sub-heads.

2D In the ODA there is a slightly different set up. Finance
Department (with a staff of 12) deals with general policy issues,
the annual PESC exercises, preparation of estimates, control of
votes etc. A separate Accounts Department (which is due to

move to East Kilbride in mid-1981 under dispersal arrangements)
handles the issue and receipt of money from the three votes for
which the ODA is responsible (Votes 9-11) including the
preparation of the annual appropriation accounts. The Accounts
Department (staff complement 75) is headed by a Senior Principal,
who is answerable to the Head of Finance Department. Above
him there is the PFO (an Under-Secretary who has other aid
programme responsibilities) who reports direct to the Permanent

Secretary, as Accounting Officer.
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2.4, Attached as Annexes II A-D are organisation charts of

the Finance Departments of the two Wings as they are at present,

-

in each case showing separately the accounts and other financial

work.

25 The only votes for similar purposes in the two Wings
are those for administration (ie Vote 1 for the Diplomatic Wing
and Vote 11 for the ODA), and Vote 4 and that element of the
ODA Aid Vote (Vote 10) which goes to support the cost of British
Council activities. The case for the creation of a "single

. pocket" for overseas expenditure was recently considered by an
inter-departmental study group (which included Treasury
representatives). Originally conceived in the particular
context of expenditure on military training overseas, it
nevertheless considered all kinds of overlapping areas in over-
seas expenditure inclﬁding aid. The conclusion was that the

existing vote structure should remain unchanged.

A Unified Finance Structure

2«60 In association with the CSD Inspectors we drew up a

model of an integrated finance structure (Amnex II E) to serve
both Wings of the FCO. This envisages a merger of ODA's

Finance Department with the comparable sections of Finance
Department in the Diplomatic Wing (ie excluding its accounts work)
but with (at any rate for the time being in view of the
implications of East Kilbride) two separate accounts sections,

one for the ODA and the other for the Diplomatic Wing votes.

Such a department would need to be jointly responsible, through

/a
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a single PFO, to the Accounting‘Officers for the two Wings,

and, apart from the two accounts sections, it would probably
have to be located in the ODA rather than in the Diplomatic
Wing. The ODA is the major spending unit, being currently
responsible for just over 75 per cent of total FCO expenditure,
and with a substantial degree of delegated authority in relation
to aid programme expenditure. Its Finance Department is so
closely involved on a day to day basis with the main thrust of
ODA's work that it would not be practical for it to be located

'elsewhere than in Eland House.

27 For much the same reason it would probably make sense
for the Department to be administered as part of the ODA (with
an appropriate PESC adjustment if necessary). Because much

of the work - particularly that concerned with estimates,
delegations of authority, monitoring expenditure and financial
control generally - is of a semi-specialised nature, there would
be benefit in terms of continuity and operational efficiency if
the Department were staffed mainly by Home Service personnel
thus avoiding the problems which can result from filling posts
with Diplomatic Service officers often on a relatively short-
term basis. It would however be desirable for a significant
proportion of posts at lower levels to be filled by Diplomatic

Service officers to enable them to gain training and experience

in accounts work before going overseas. A leavening of DS

/officers

" RESTRICTED




L

RESTRICTED

officers with experience and therefore understanding of the

special problems arising from the Diplomatic Wing's oversess:
operation would also be necessaéy at other levels on both
’accounts and other finance work. Possibly something
region of 20 per cent would be about the right figure (with

-,

ostinegs being a matter for agreement between the two VWings).
o i J O 4

2.8 The model proposes that a combined department should woTrkK
to a_singlé Principal Finance Officer at Under Secretary level,
who would be part of The top managemen% structure in the ODA,
although he would be responsiblc'thfough the Chief Clerk
PUS FCO, as ﬁccoﬁnting Officer for the Diplomatic Wing's votes
(ie ‘Vote 1 and Votes 3 to 6). The present ODA PFO already has

responsibility for Aid Policy Department, Investment and Crown

Agents Department and Internal Audit, in addition to the Finance

and Accounts -Departments. It would be gnappropriaté for these
departments to.bc assigned to another Under-Secretary and the
addition of the Diplomatic Wing finance work at- Under-Secretary
level (which at present occupies 10-15% of a superintending
Under—Sec?etary's time in the Diplomatic Wing) might result in
a fairly heavy burdén..' We believe however that, with suitable
delegation, it would be.acceptable, although some adjustment

of responsibilities at senior levél might prove necessary in

the light of experience.

\
|

|
2.9 While such a department would in our view be workable,
the essential question is. what advantages would it offer over

-

the present arrangements.
_ e
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210« As far as staffing is concerned, a unified Finance

<

Department structured as at Annex II E would, in

T, 1
LI

he judgment
of our CSD colleagues, appear to offer immediate staff savings

as follows:-

(a) 1 A/S post.

(b) 1 CO post (out of 4) through combining the sections
in each Wing which handle PESC and estimates etc.

(c) 1 EO and 1 CO post, which represent the staff
currently envisaged for the London office of the
ODA Accounts Department (mainly for cashier work)
when it has moved to East Kilbride. In a unified
finance organisation it should be possible for this

work to be absorbed elsewhere at the London end.

These represent savings of about £54,000 a year at current costs.
It could be that, in the longer term, experience of a combined
Finance Department might throw up further small savings at the
lower levels, although it is not possible to foresee these at
present. (We must however record that it has been represented
to us that there could be difficulty over accommodating the work
of the ODA's London office within the Diplomatic Wing accounts
organisation, since one important task would be the payment of
weekly salaries. These are due on Fridays in both Wings and

payment cannot be staggered.)

Eeikl's Further savings might emerge over time if, in due course,
the Diplomatic Wing's accounts work were to be moved to East
Kilbride, along with that of the ODA (whic¢h is not administrat-
ively practicable in the near future). But here again these

would probably be small since the volume of work woculd be

RESTRICTED /unchanged




RESTRICTED

unchanged; and a move to East Kilbride would involve problems
(especially in the héndling of overseas mission accounts) as well
as the additional costs which have to be accepted as the general
price of dispersal. For the Diplomatic Wing there would be
added expenditure in that Diplomatic Service staff posted to East
Kilbride would qualify,K for detached duty terms (currently at

£3,600 a year).

26l On the operational side, a merged Finance Department

would, as already noted above, have to be jointly responsible

upwards to the two separate Accounting Officers in each Wing.

It would also be providing a service to what, notwithstanding the
arrangements for closer co-ordination of policy making between
the two Wings, remain essentially two distinct institutions for
operational working purposes. Such an arrangement would be
administratively possible and there would appear to be no
overriding reason why finance work should not be brought together
in this way. But any small operational benefits arising from
more continuity of expertise would be likely to be more than off-

set by other problems.

Conclusion

el e In view of the small staff savings which might be
expected to result from a merger we do not feel it would be
justifiable to disturb the existing arrangements which have
worked satisfactorily over time. We therefore recommend that

the present organisational arrangements should be left unchanged .
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CHAPTER III: INTERNAL AUDIT

Hele The Internal Audit Unit in the ODA at present has a

of five,ie one Principal (the Chief Internal Auditor), one HEO

and three EOs. SRe T RCreese— 3Rt stabli-shment—ts—expected

Th hief Internal Auditor is responsible
to the PFO, but has the usual right of direct access to the

Accounting Officer in exceptiomal circumstances.

5.2. The Internal Audit Unit in the Diplomatic Wing has a

staff of 10, ie a Principal with accountancy qualifications
loan from the Ministry of Defence, 4 x DS 7 and 5 x DS 9.

the absenbe of any formally designated PFO, the Head of the
is responsible to the Head of Finance Department, but here a

with the right of direct access to the Accounting Officer.

B¢De The two units serve the same purpose and their
responsibilities accord with those laid down in the Guide to
Government Accounting. However, in practice there appears to
be a considerable difference in emphasis. The Diplomatic
Wing's Internal Audit Unit does a great deal of traditional
auditing work, especially of the accounts of overseas missions
(which involves some travelling), whereas the ODA unit
concentrates more on systems and other organisational matters
related to financial coatrol. This would seem to be a
reflection of the different functions of the two Wings of the
office, with the ODA focussing on the special problems of the

management of the aid programme.

3k There could be benefit in bringing the two Internal

Units together, in much the same way as we have proposed belov
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for staff inspection. Some of the advantages are significant

in operational terms. Audit development and performance

improved by an interchange of ideas and the task of developing

ff with the skills needed for the audit of computer systems

could be more effectively executed if the resources of both

Wings were combined. Audit effectiveness requires long learning
curves and continuity and the recent review by the CED ha

pointed to the problems of achieving this in the Diplomatic
Internal Audit Unit. The continuity and stability of having an

HCS element in a combined team should facilitate a more

arose.

HeDe CSD guidance is that there should be regular exchanges of
programmes and reports between Staff Inspectorates and Internal
Audit Units. It would be distinctly advantageous that the
combined Inspectorate which we have recommended below should Dbe
able to exchange findings with a single Internal Audit Unit.
Finally our expectation that a common systems approach should be
developed through the creation of a joint Inspectorate/lManagement
Services/ADP department makes the most substantial point Ifor
creating also a combined Internal Audit Unit which would be

associated with the development and testing of new systenms.

Hebe All these advantages depend on co-location. It would
also be necessary to ensure that the complement contained
sufficient posts to enable Diplomatic Service experience to
brought to bear, and to allow some.DS personnel to gain

experience in the problems.
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5efa There are, however, counter arguments. A merged
Internal Audit Unit would be unlikely to provide any significant
staff savings. Internal Audit is an important tool of
management, and it is arguable f each financial authority
should have its own Internal Audit Unit. Were there to be a
single Unit jointly serving both Wings, the deployment of its
resources in the light of competing demands could cause problems
if the two Finance Departments remain separate. ,This could be
overcome by having a joint Internal Audit Board which would
ensure that there was equality in meeting demands in the long

term audit programme.

Conclusion

5.8, The case for merging the two Internal Audit Units rests

on operational benefits rather than on staff savingse. Our
conclusion is that irrespective of whether or not it is decided
to merge the two Finance Departments there would be advantage

in creating a single Internal Audit organisation. We therefore
recommend that a combined jointly staffed Internal Audit Unit

should be formed to serve both Wings.
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4.1. To appreciate the implicaetions of attempting to merge
personnel services it is necessary to understand the

different ways in which the two Wings are staffed.

L2 The Diplomatic ‘Service Order in Council 1964 (Annex A)
established a new Service administered separately from the

Home Civil Service and formed initially by merging the former
separate Foreign, Commonwealth Relations and Trade Commissioner
Services. It now consists of approximately 4,200 members

" whose terms and conditions of service, embodied in Diplomatic
Service Regulations, reflect their liability to posting anywhere
in the world and the likelihood that they will spend two thirds
of their careers overseas. Grades and basic salary scales are
equated to those of Home Civil Servants but the Diplomatic
Service is not part of the Home Civil Service, which means

there is no automatic inter-changeability of staff, and transliers
like temporary secondments and interchanges - have to be

negotiated individually.

$ede Diplomatic Service personnel staff 1%9 diplomatic
missions, each headed by an Ambassador or High Commissioner
and 60 subordinate posts in 127 countries, supported at lower
level by locally engaged (LE) staff. A normal tour of duty
abroad is about 4 years, but in some unhealthy or otherwise
difficult posts it is necessarily less and there are often
unplanned staff movements arising from political upheavals in
the host countries, health or other reasons outside the control

of management in London.
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4 4. Diplomatic Service officers are expected to develop

language/regional and/or a functional specialization, eg

commercial, since particular skills and experience are either
= . 4

essential or highly desirable in certain posts in order to

o

.

provide an effective service to the FCO and to HMG as a whole.
The planning of career development and the effective deployment
= L L

of Diplomatic Service Officers is therefore a complex business.

4.5. In addition to Diplomatic Service personnel the
Diplomatic Wing manages about 1,400 Home Service staff

the separate establishments of the Passport Office and
Communications Division at Hanslope Park for both of which

FCO has overall administrative responsibility).  These Home
Civil Servants do not serve abroad. Apart from professiocnal
grades, eg economists, librarians and a handful of other
specialists recruited specifically for posts for which particular
experience and continuity are required, they consist of clerical
and supporting service personnel. Some of these, eg clerical
officers and assistants, messengers etc, perform duties similar
to those undertaken by the same grades elsewhere in Whitehall
(and in countries abroad, often by LE staff), but
others, eg Cypher and Signals Branch, escorts for Queen's

Messengers etc, are peculiar to the FCO. A breakdown of the

main categories is given at Annex B.

4.6, The ODA is staffed entirely by 1350 Home Civil Servants.
There are also some 850 Home Civil Servants in the four

Seientific Units which stand in much the same relationship

administratively to the ODA as does the Passport Office to the

T B R
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Diplomatic Wing, although their costs are wholly met from the

Aid Vote (Vote 10) and not from,the Administration Vote (Vote

4.7 The organisational structure and arrangements for
personnel administration differ widely between the two Wings.
In the Diplomatic Wing the work, because of the sheer volume,

is divided between three Departments.

1. Personnel Operations Department (POD) deals with

all staff postings and career planning.

P Personnel Policy Department (PPD) is responsible

for overall manpower planning, resource allocation and
recruitment, discipline etc (but not training for which

there is a separate Department).

3. Personnel Services Department (PSD) is concerned

with conditions of service, including allowances and
LE staff salaries in overseas posts, and related matters
(including financial conditions of service for Home

Civil Servants).

The three Departments report to two Under-Secretaries (who have
other responsibilities) and through them to the Chief Clerk and
PUS. The organisation of the chain of command and of the

three Departments is shown on the charts at Annexes C, D and E.
During the field study the point was made that because of the
make up of the Diplomatic Service with a very high administrative

to executive stream ratio and of the rank of the 139 Heads of

Mission and other senior staff overseas, personnel matters have tO |

be handled at an ap?ropriate senior level in the administration.
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The problem of having two thirds of the Diplomati

scattered throughout the world also necessitates a

Board system in London which does not involve the personal
appearance of candidates (as with Promotion Boards in the ODA

and most other Home Departments) combined with

system for postings operated by POD.

4.8. In the ODA, personnel work is also divided. Establishment

Department deals with career development, postings, recruitment,

training, conditions of service tters which, in the
Diplomatic Wing, are distributed between POD, PPD, PSD and
Training Department. Responsibility for manpower policy and
resource allocation rests with Organisation Department (which is
also responsible for Management Services, Office Services etc).
Both Establishment and Organisation Departments are under the
direction and control of the Principal Establishment Office (PEO),
an Under-Secretary reporting direct to the Permanent Secretary.
They may be merged following the move of certain ODA Department:
to East Kilbride and a chart showing the organisation which will
then exist is at Annex IV F. Apart from the four Development

Divisions they do not administer staff abroad.

A Unified Personnel Structure

4.9. In association with the Civil Service Department

inspectors we drew up a model of how an integrated personnel
division could be formed. The volume of work and the
distinctions between the HCS and Diplomatic Service are such

that the model had to be formed on the basis of two groups for
individual Personnel Management, but supported by common Personnel
Planning and Conditions of Service branches. The whole personnel
function would need to be brought together at the level of a

Deputy Secretary who would act in the traditional Principal
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Establishment Officer role on behalf

the Permanent Secretary in ODA. .
U 10 The outline structure would be as follows:

PUS FCO _Perm Sec ODA

AUS

I (DS Grades 1-10)
II (Other DS grades
and HCS)

PPD (Conduct and

discipline)

(except conduct and PSD

discipline)
The Deputy Under Secretary and the two Assistant Under-
Secretaries would have other responsibilities.
A chart showing a possible way in which this personnel function
could be married into the top structure of the FCO as a whole

is at Annex IV G.

4.11. Charts showing the possible personnel structure of the
POD I, POD II and PPD are at Annexes IV H, J and K (PSD would

be unchanged initially as at Annex IV E). The models envisage
the dismantling of the existing ODA Establishments Department
and Organisation Department and the incorporation of appropriate
Sections into a modified Diplomatic Wing structure to provide

a joint personnel service. In the CSD Inspectors' judgment the
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initial

following

- A s Ty W e, 3 A I e £ SaT o
ODA 1/2 Under Secretary dismantling of separate

()

DS Wing Downgrading of 1 Grade & post to Grade 58S

the transfer of some responsibilities to POD Il.

DS & from the Special Grade Management
to be incorporated in the
i

SP in Iondon Org Dept on loss of:

Manpower (Office Vote) to PPD
b o * . T
b) Staff Inspection to combined Inspectorate

c) )P to joint unit.
x EO through abso ion of OD!
P, This should
economies of bearing in mind the seasonal
of manpower planning.
DS Wing CO/DS 10 post by combining record keeping

esponsibilities.

The value of these savings would be in the region of £13%0,000

a year at current prices. In the Inspectors' judg

N——
|

additional Principal post should be saved in POD I1 once the
department has been properly established and the ODA move to
East Kilbride completed. This will have to be considered
however in connection with a possible rationalisation of

responsibilities for HCS Conditions of Service matters

POD II and PSD. In the ger term further savings might be

possible at f verx : svels as the organisation

gains experience and settles

Arguments for and

4,12, If the integrated personnel management organisation 1S

to operate successfully it wou! e essential for all

departments to be co-located and
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whom the interface would be very great, to be adjacent

another. Subject to this, such a model would provide

workable org~ffna" n alt igh some responsibilities would
probably need to be adjusted in the light of practical experience.
This might apply ticularly to the assumption that the worx

load of the ODA's PEQ'(50% of his time) can readily be taken
board elsewhere. This would probably require an examination

and re-allocation of work loads more generally at Under-Secreta
levele. We also have some reservations about the

which the other savings would in practice be achievable

4.13%. This question is of particular significance in

the case for integrating the personnel functions of the
Wings rests almost entirely on the extent to which such
ment might be more economic. We can see no significant

i

operational benefit in a merger so long as there remain two
separate Services, recruited in accordance with different
criteria to meet different career requirements, one for home
service and the other with an unrestricted liability for posting
anywhere in the world and therefore with different terms and
conditions. Their deployment and career development will
continue to revolve around their own particular Wing of the
office, and although the benefit of cross-postings between

is fully recognised (and we agree with the comment in earlier
reports that the level of this should be increased) this

and is being - developed under present arrangements.

4.14. Tt should also be noted that a merger on the lines
proposed means in effect the incorporation of ODA's Establishment

Department and the manpower unit in its present Organisation

/Department
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s personnel organisation

deep-seated feelings and anxieties which exist within
ODA about their status an compirative independence would
not be helped by h a significant change in their
ment. A specific commitment on the part of senior management
to introduce the anges in an understanding and progressive
manner mig do something to reassure ODA staff that their welf:

and career interests ‘would be fully taken into account.

4.15. Any major re-organisation is unsettling to aff and
liable to affect morale. In the particular circumstances of
the FCO sensitivities are increased by the fact of the existence
of two separate services. There are separate Staff Associatio
in the two Wings and two Whitley Councils. The ODA staff
representatives expressed fears that a merger could result in
discrimination and damage to the interests of their members.

A pooling of the existing HCS establishments in both Wings would,
for instance, increase the opportunities for promotion of the
COs and CAs at present on the Diplomatic Wing establishment,

the expense of those now serving in the ODA. The Diplomatic
Service Staff Association were primarily concerned with the

-

possible threat arising from merger to the independent
administration of their Service. Some apprehension was felt
that if more Iondon based posts were filled by HCS rather than

DS personnel this would entail DS personnel

/spending
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spending a higher proportio]

strengthen the criticism, often levied against them,

b

are out of touch with life and {evelopments at home.

An Alternativ

4.16. We als sidered the possibility of a simple

S

of responsibility for all HCS personnel

Wing to the existing personnel management organisation
ODA, leaving the Diplomatic Wing to manage DS personnel only

There are three objecti
J

(a) many Home Civil Servants working in the Diplomatic
e kind or another, recruited to
ware when they are
appointed ths heir career prospects within the FCO will

be very limited and either are not concernec

prepared to look Sew after a number

(b) the HCS e t is woven into the staffin

of the Diplomatic Wing in london. If it was separately
managed, there would be a need for more explanations and
discussion between the two organisations over the fillir
of posts (particularly if the ODA Establishment Departument
remained in Eland House, with minimal contact with the

of the FCO).

(¢) although such a move might open career opportunities
to Home Civil Service Clerical staff in the Diplomatic Wing
this would be open to the objection already noted in the

/1

context of a merged organisation (see paras 4.14. and #4.1°
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tel7e Administration of an HCS element by the Diploma
Wing causes no real problems. he terms and conditions
service are centrally laid down and well documented and
Jor difficulties in their interpretation and applis
work load involved in HCS personnel administration in the
determined, therefore, largely by the numbe:

involved and would T be materially affected if responsibility
was transferred elsewhere. Any staff savings which on paper
might be achieved would be minimal and likely to be more than
offset in practice by the problems which would arise and which
would need time consuming discussion to resolve. A limited
transfer of responsibility for management by
serving in the other would be operationally complicated and would
not lead to a unified management structure for personnel and

resource control. This is a major weakness of

Some Possible Modification of Existing Arrangements

4.18. Some services, however, are provided on a common basis
to both Wings and it seems to us logical that where this
and where they are all serving on the same terms, there should

be a common establishment. This already exists for the lLegal

Service, which is managed by the Diplomatic Wing but provides

advice and support as required to the ODA and its constituent

3

Departments. The Library Department also serves both Wings bt

the cadre of professional librarians is divided between the

X

Diplomatic Wing establishment (15) and that of the ODA (5),
although they are completely interchangeable. Responsibility
.|

for economists is also divided with 9 being paid and administered

by the Diplomatic Wing and 55 by the ODA. No staff savings
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would result from unifying the ;ablishment ard adminilstration
of librarians and economist

sensible ratior isation.

4,19. The arguments could be applied

specialist services are provided from a common source
personnel engaged in ADP work if our proposals for this are
adopted) and to a limited extent in the case of clerical and
subordinate service grades. lowever, in some cases members
of these grades are a small but important element of

Diplomatic Wing organisation in Iondon and their

o

administration would create difficulties and reduce effectiveness.

We have commented on this in the relevant sections of this

eport.

Conclusions

4.20. The savings which might be achieved by merging personnel

services would be relatively small. They have to be balanced

against the effect on staff morale which would exacerbate the
problems inevitable in any radical reconstruction. Nor can we
see any real operational advantages to offset the considerable
disruption and short term loss of effectiveness which would

be unavoidable in making sweeping changes. Difficulties could
no doubt be overcome and problems solved arbitrarily but changes
would only be worthwhile - and perhaps in practice effective -
in the context of a wider evolutionary plan for the progressive
full merger of the establishments of the Diplomatic Wing and
ODA, similar to that which existed when the Diplomatic Service
Administration Office (DSAQO) was set up in 1964 to integrate

the then FO and CRO and their respective separate Services.
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or.savings are likel:
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i1 OUEENS B LAST EXCEEL

N EOL INCIL

Whereas Her Mzjesty mainlains a FForeipn Service, a Commonwcalih Service
and a Trade Commission Service |
i esiablish a sinple Service to lale the

‘ 1\\' and with the advice of He

:
as follows (—

Now,
Privy Council, 10 o1 d
]_ (')n st Januvary et N ' “oreign Service, the (“n,:;n -
vealth Service i e (0 i rvice shall be am
for:n a single Service which ““Her Majesiy's H mal
Service " and which shall disc unctions of the Services .'..\..c_\.n_?d_
ersons who were immedia
-ntioned beiow shall become
¢ S:.’ri-;-: in 2 prade determined

to the substantive r:zr;I: which they

2. On 1st January
before that da
mchv‘rs of | ]
Secretary of Stale to be ¢ quivalent

jmmediztely before the \‘Ju date in the said Services -

(a) ¢ J] members of Her hajesty’s Fore Sarvice

(h] embzars of the Comn |’\"|‘.'~€;.‘."'1 Service who have not Lefore that
IL LL_lt d to remain membzrs of ihe ]i-m,c. Civil Ssrviee ;

(c} those members of the 11‘ deC o «on Service who before
have :'AJ“i'—“"" d to Jnl Fer Majesty's Diplomalic Service
ac:c:;;.du' for it by the Sceretary of S

—{1) / ho ii‘.";r.'.;'Qif.:I-"

O- 1JIC [ C
if he eliher

member of H Riajesty’s
L

for transfer thercto or doss 50 ‘(‘.’or-c Ist Januar 1‘1'{-(; lv'
iransfer to Her Mazjesty’s Diplom eIV
(2) A person for whom za Ceriiica
}my»m s Foreign Service or the C )
jssued by the Civil Seivice Commissioness beld 1uary l% ‘but who

lapr

has not on tha ite taken up appoir I;‘.:m mu} bc :a}'-j'-'\\,'!‘..z'd in Her
Majesty's Diplomatic Service by virtue of the said Certificate of Qualifica-

tion.

4. Members of the Commonwealth Service who- on Ist January 1965
becone membars of Her Majesty’s Diplomatic Service may ny 1
before Ist Januzry 1666 eiccl to transicr > Home Civil Service
those who <o elect may 'L\,. L0 11y '-.\_ & 3thn the jccye

Ceriificate of Quzlification by the Ciy

&. The incorporation L:nd:'r
person in Her Maje ! rvice shzll not ai'-\l

tenute of any post of ;
date of 1!1-4:;;*;-1:411011 : ;'\:mr-t'--'-d that in the case of a post or
in Mer Mazjesty’s Diplomatic Servi vch person shall, on be

:‘.n" : e seryvice of Her

(D.C.025) 1,130
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member
S::’\]L'C “ 114 g ._;’-_;' 5 1 a O it - 1 ‘— .". ns a e, 1o SUC}'\
members

_ 6.—(1) Eacept as provided in Articles 2 and 3 of this Order, no pe. on
shull be uppoinie member.of Her Mujesty’s Diplomatic 5_’"\:11" L,.‘.'\\ 4
Cernlicate of Quahncation for aj ntmer Her M: J|.,».) 's Diplomutic
Service has been issued by the Civil Service Commissionzrs in his favour.

(2) Memt
dNY 4Appropnaic :-'.I\: (o}
required in the public interest.

(3) A member of Her Majesty iplomatic Service may be seconded for
special duti hat Szrvi nay b insferred 1o another brinch
of Her Mujes zsizblishment, "3 |1'Cc>s..'n)', to the issue
of un approprizie Certificate of Q ! by the Civil Service
Commiss]

T.—(1) The Secreiary of Staie sh rom time 1o time make regulutions
for Her Majesty's Diplomati ' , '

(2) The said regulations may in particular provide for all or any of
the foliowing matiers:- 23 :

() the ¢ <ision of the Service into branches and grades

(b) the conditions of zppointment of new members 1o branches and

grades of : 3

(c) the salaries for the branches and erades of the Servi

() the conditions of promotion in the Service

Act or Acts of Parliament which may be
retiremznt and pension of members of the

(¢) in conformity with any

Y
applicable, the conditions
Service
3) The said resulations, in so far as they specify m‘an(‘a allowunces,
- - b i
travelling allowunces, or conditions of retirement and pension, shall not

be muds withoul the concurrence of the Lords Commissioners of Hert
haujesty's Treasury.

8. —(1) 1n this Order 1he expression—

(u) * member of Her Majesty’ " means a persen who has

5 ¥ L
beea grunted a Certincuie of Qualification by the Civil Service Coni-

niiu‘u. «rs and who is servine ember of Branch A, B, C. D or

T of Her Majesty’s Foreien S

(b) = member of the Commonwealth Szrvice ™ mez 2 rerson who has
been erunted a C ( f Qualificatien by th ivl] Service Com-
missioners and wh serving in a post un.icr h -cretary of State

for Commonweuith Relations in one of ¢ vradss o -;..;,m;_\ listed

in peragraph (2) of this Article, -:o.a_’: that the person concerned
is not on loxn 1w the Commanw ---11‘" Relztians Otiice from a2noiher

Government Bepariment, and the expression ” Comnionwezlth Service
shall be consirued accordingly |
(v) * miember of the Trade Commission Service ™ means a person
hus been ¢ d o Cc.’li!i:;-.'.: of ification by the Civil Servic
Commussioners ang f SrVin ne of the grades or cagiciti
listed in pury n (2)of ypointment—-
ti) in the Trad: Commissioner L‘)lubllml:i‘l:ul.\ of the
TfJJC. (]
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(1) in any Otier establishment of the Board c Trade provided he
Is in receipt )
(1) in a Foreign Service ¢ tadlishment on Joan from the Bouard of
Irade,
provided that the persor neerned IS pol on Joan to th*®Board of
I'tade from another Governn ntdepartaent, upnd .._.;.c.‘-!'-r-—;s!.-i'-_.-n “Trade

Commission Service shi - Construed accordinely,

COraj

(2) 'l'i'.: frades or capaciti erred to in sub paragraphs (b) and (c)
of paragraph (1) of this Article are (1 i

any prade in the

any grude in the

any grade in the
any-grade in the Information Class :
any grade in the Research Officer Class ;

the grade of

(3) } or
decmed
yeferred
al that

I_m’ ore it

GO\:.:R.:'.;u[ et or has bzen granted le of abse

(2) The ]u':"n Servics O;'.’:: in Cous
January 106 ITU\I;;J that th e I Yocation

by this I,.‘r..-., aph shall not aff
thercunder or by virtue thereof.

8.—1) This On";r mzy be cited as the Diplomatic Scrvice Order 1964.

ecl

W. G. Agnew,

Printed by Hrx Mussty's STaTionery Ofrice
STUSTESHETS Pasi s vTony P
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D5 WING ADNMINISTERED HOME CIVIL SERVAIT

GRADE
1l December
1980

Administrata

I{SS stant Secretary
Senior Principa
Principal

aR
DL

HEO
HEO
EO
(610]
CA

Subutotai

Econonist Group

Chief Economnic
Senior Economic
Economic Advise

Senior Ecoi:
Economic

Sub-total

Iibrarian Group

Deputy Llu-;?'&ﬂ (TOLR)
Principa

Senio

Iibrar

Assista

Sub-tota
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GRADE

Professional and Technology Group

PPTO

Sub-total

Museum Grad

Director
Deputy Archi
Assistant 1
Senior Resea

|2}

Museum Grade
.," s 1Cl
sistant - 'D!
Research AS ! ' 'E!
Research Assic [T ‘e

Senior COﬂﬂCTVubl n Officer, Cons
Grp

5

>~ ® O

b

[ = D
3

4— = F

Museum Technician Group II
Museum Technician Group IIl
Museum' Technician Group IV
Repository Assistants
saminators

Sub-total

Cypher & Signals Branch

Senior Cypher Supt
Cypher Supt

Cypher Officer 1
Cypher Officer 11

Sub-total

‘SGCTC“”“WWJ Catecory

Chief Superintendent
Senior Superintendent
Superintendent
Personal Secretary
Specialist Typist
Typist

Sub-total

Other Clerical and

Photoprinters
Messengerial Class
IMO ).JLI“i{_Jt‘*."‘

Office Keepers
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Paper Keepers

Telephonist

Tol”‘*L".m

Senior Data

Data Processors
Photographers
Car{ofﬂﬂunlcﬂt

Drawing Officer AMULUULdi

Sub-total

Security Grades

Home Security Grade I
Ll
i
IV (uniformed)
IV (non-uniformed) 2 17
vV 42

Sub-total | | 90

Indvstrial Civil Servants (see under Wilton Park)

Other non-industrial GT“O°5

Drivers

Cleaners

Cooks

Nursing Staff

Stores Officers

Process & General Supervisory
Language Instructors
Translators

Field Investi igating Officers

Sub-total

Wilton Park

Director

Deputy Director

ILecturers

Domestic Bursar
*Stcwavﬁv/“ﬂ*ro1ﬂfn/ﬂ ndymen
*Handywomen/Waitresses

n)

l B
OlWwWFEFROHE

Sub-total

*Tndustrials
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DS5S (Assistant)

(Grades 5,7A, 8,
Research Cadre)

i e |
DS5 DS5 DSS

Area 1 Area 2 Area 3

Mongolia) East, Sub.

Ds DS 7E ps 7E
DS DS 9 Ds 9
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[Linison with|

MOD, 1 x SEO|

DsS5 (Assistant)

4 (Head of Department)
i\
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F o~ P
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|
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1
!
¢

DS 5
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l
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e
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Room |
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74 & 8; the other staff with Grades 6 and 7E. All report |
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0
Tl
N
g
—y
o

DS 5
(Chief Welfare Officer)
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Section Service
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-
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|
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ODA ESTABLISHMENT AND ORGANISATION DEPARTMENTS

UP TO 50%
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rsonae ]
rangements for handling it

considered 1 c1l0B8¢€ assocletion with those for other

~ e
01 Derst

B In the FCO Diplomatic Wing ther

Department headed by a DS

concerned with the Diplomat

and allied language training

are, within the capacity available, open

Government departments and organisations. he departme
to be inspected shortly. ' heads a Section responsil
for training policy and requirements. In close associa
with POD he arranges for external training (Business

TV Y

oervice College courses, Sabbaticals, EEC courses etc)

supervises a Unit which runs intermzal

fraining courses

entrants and on specialized aspects of IS work eg the handling

of consular, commercial and immig: lon matters, for staff

up appointments overseas.

Ly . A In the ODA there is =

Esetablishment Department comprisin

Training Officer), one HEO, two EOs and

to a' Principal who is responsible for staff training policy which
takes up about 5% of his time. It arranges induction and other
courses relating to the ODA and its work, 2s well as the usuzl
range of more general courses for juanior staff. It also arrangses

any external training required by
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v -~y o
separate

rising at present one HEO and

to dismantle the ODA Establishment
work into a new Jjoint Personnel
it would be necessary and logical
;raining requirements to be looked after by the
which would then serve both Wings (see model at
Annex V A). A merger of responsibilities for arranging external
training would be possible but as far as in-house training is
concerned ODA's requirements differ considerably from those ol
the Diplomatic Wing. The possibility of co-operating by
some courses for junior staff has been examined but the
;ime as the ODA procedures and practices
line with those of the rest of the FCO. It
would therefore be necessary to retain the personnel engaged in
training ODA staff as a sub unit and in the short term there

o

would not be any significant staff savings.

Conclusion

55 So long as ODA retains independent responsibility
establishment mafters generally (and therefore its own

ment ‘Department) we see no grounds for merging responsibil

for training although we recommend that there should be close
liaison between the staff concerned with arranging training in

the twe Wings to obviate any possibility of duplication and

overlap.
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CHAPTER VI: NSPECTORATE AND MANAGEMENT SERVICES

~

In both Wings there is a common requirement to
ing, structure and organisaticn of work are
will provide maximum efficiency and cost effective performance
In pursuing this objective separately in the past the two Wings
have however developed machinery with different emphases
reflecting the different nature of the two institutions and

the functions they perforn.

Bl The ODA's prime function is the spending of the Aid
and it is structured for this purpose with virtually all its

departments directly involved in the allocation and administ:

of public funds. The Internal Audit Unit therefore pla

primary and important role in reviewing management system
procedures throughout the ODA. Staff inspections on the other
hand are carried out by two SEOs in the Organisation Departmer

and concentrate on staffing levels, organisation and the grading
of posts connected with the administration of that aid. We

were told that it is proposed to strengthen the Staff Inspection

Unit by the addition of a further post at Principal level.

6eFe In the FCO Diplomatic Wing the emphasis is different.

Few departments have financial management responsibilities and
the preoccupation is with the deployment of manpower and othe:
resources in carrying out and supporting the FCO's political

and other non-financial work. There has grown up, therefore, in
the Diplomatic Wing a st > Inspectorate consisting of teams led
by DS 4 officers which inspect missions overseas and departments

- |

in London. We were impressed by the comprehensive and detailed

/nature
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nature of tneir exa

complemen but also mane

(=]

financial aspect there

- Aaa = 4
S ALCL U

Wing's Internal

Unit

studies are

A M
2na 1l

nspection of existip

new managerial systems.

C arx

three- man

of the Inspectorate. In

Unit which forms part of

Organisation Departime ente.
intended shortly

M Units to form a

6.5 As far as ADP appli

J
adanm

specific

of advice a

e
L.

Seientific Units) are the

ation Department.

Organis

Organisation Department who

management through the

PEO is responsible

I

g arrangements
within the

the

+0 conbine the

inistrative compu

d assistance (:

for the

RICTED

minations

agemer

S ClO

se liaison with the Diplomatic

also mounted in the criti

nd the

al

In the Diplomatic Wing
L’ L

9 A
Ffrces

Management Sexr

the ODA there is a two-man 0 and M

Management Services section

We we told that in the ODA it

Ire

Staff Inspectors and the O and

single group.

 cations are concerned, in the ODA

ter studies and the provision

1 =

luding

ng -the requirements of the

responsibility of the ADP Unit in

ey

Reports are made TO the Head of

is responsible to ODA higher

Principal Establishment Officer.

overall planning of work.

RESTRICTED




RESTRICTED

operation

P . S X, A s o
a e -l-’l} LU uica

ADP Section

o SRS .
wectlon, nowever 1';’.'\)]

in the management
responsibility

toTrate
i'C

lome Inspector to

Director of Communications, who is also Chairman of the

Services Steering Group (CSSG). Study of the application of

computer-based equipment to the FCO 1&:0”3 m message--handling

is responsibility of Communications Engineering

SR
System

Department, reporting to the Director of Communications.

Co-ordination of ADP policy in the Diplomatic Wing has,

6.7

in the past, been the responsibility of the Computer Services

I
O

teering Group (CSSG). It has, however, proved be too

unwieldy to exercise proper control. In practice, executive

Communications (DS

Py

now rests with the Director of

authority

advised by a smaller working group. This comprises the senior

the Heads of ADP and Manag:

sentatives of the Personnel

members of the Communications Depart-

re-named Director of Technical

res and throu

ponsible to the Chief Clerk (DS 2),

him to the PUS. The CSSG remains in being primarily as a means
e T &

departments concerned with ADP project

of consulting

6.8. In both progress in introducing ADP techniques has

!’I ‘..l¢oﬂ-.l

been slow. The radical nature of the changes which would have

made to existing methods and organisation have been a

to be

factor in this but the main obstacle has been an acute shortage

of staff with the knowledge and expertise to plan and execute

rojects. We were told that both Units urgently require

/strengthening
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achie

and Telecommunicati

model of a

e
G010
JOLI

xting Management

()
Over

affected by a merger except that they

responsibility

L

for inspecting

™

the four De

he Home Inspectorate would have to be jo

and HCS personnel which could be donec ind

the proposed Principal and the two

Staff Inspection Unit. No

fundains

over this. The next step might well be

DS 4 Inspector a suitable Assi

ODA. The Ir London work pro

agreed between higher

To ensure full confidence, it

for someone with an ODA background to be

of an ODA department, and vice versa

Wing is concerned

6.10. No difficulty is seen in merging

O and M work in the two Wings. As in th

Inspectorate their deployment would be a

(This should at least end the pres

with the two using different forms

telegraph should be so
though
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seas Inspection

woul

authority in the tw

far as

ent rat

int Inspectorate to

teams would not

oo

3 . 2
1d assume full

velopment Divisiomns.

intly staffed by D5

-5 % > 4 . I
# 4 % = . * ATV [ TTNo
t1e by incorporatcing

(74

ol
POSTS

to £ill omne
stant Secretary
gramme would has

o Wings of

would be desirable

involved in any

the Diplomatic

the staff engaged

e case of
matter for

her absurd situation

for the same purpose

ne sSavines
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But a 1972 L{C*L), t
ODA had separate specialized ADE
with other
This
requirements by both Wings could have been met by
purposes computer (which < FCO had considered installi
decided against in 1972). When the Government chdnged

the two ADP Units became once more entirely separate.

6.12. It was impressed on us that the differing functions of the

two Wings involved a different type of compute

operation.
extent to which any of these separate operations could be
accommodated on the same piece of equipment will of course depend
upon the capacity it offers and the extent to which it is
considered appropriate to go for large or
present it pears t - > generally :

more flexible;
considering issues of this kind a e riew of the needs of

the two offices

6.l The case for merging I 1sibility £ ADP matt

really rests on the following two points:-

(a) ADP is a specialized and s sticated form of
O and M work and cannot be divorced from other aspect:

Management Services and the general subject of

utilization. If, as we have suggested, the

/Inspectorate
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merged to

noted above, in both Wings there is an urgent
experienced computer staff hese are difficul
by and the existing situatiom, particularly in
on computer
are liable to be ted overseas afte 2 few 'years,
unsatisfactory in an re the >wledge and experi
which will meke an officer fully effective can only
acquired over a long period. Where there is a sh

pecople with the necessary knowled and experience

a single Unit as offering the following benefits:-

(i) a pooling of the knowledge of ADP techniques

~
i

painfully gained by a small number of personnel in

both Wings;

(1) assurance against overlap and duplication so
that, whilst the different requirements of the two
Wings would be fully considere the trend would be
to standardise developments in both equipment and
soft w&re, particularly in such common fields

financial control, accounting = information

better career oppo

officers who do specialise

6.14. A merged ADP section would have to be responsible
through the Home Inspector tc the Director of Communications in

the Diplomatic | an o the PEO in the ODA. Because of
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the specialised nature of ADP work, and in accoxrds

recent CSD directives on the application of computer

a small Steering Committee, with appropriate represen

each Wing of the fice, should be established to consider

all administrative systems, ADP policy and the work priorit3
of the ADP Uni The' ADP Unit within the Inspectorate itself
would not necessarily comprise all staff engaged in ADP

the two Wings. There will be other staff (eg those concerned
with the introduction of the ODA's Management Information

engaged in operational rather than advisory tas But the
deployment of all staff for administrative computer work shou!

be on the advice of the officer in charge of the ADP Unit

the joint Inspectorate to ensure full flexibility in their

Since computer staff are not, at any rate at present,

in grading terms the HCS staff concerned should be career-

managed by the A 8 to give them the opportunit

into other generalist posts whenever this seems appropriat

career terms. ADP developments under the control of the

Director of Communications are a separate matter from administra.

tive computer developments Co-~ordination of all ADP

developments would be provided by the ADP Policy Steering

Conmittee, pha:rﬂo by the Director of Communications/Technical

Services

M and ADP techniques constitute

ke:}r areas 1 avine T ny success 1 mer ger elsewhe

/between
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the whole of the Jjoint organisation to
and until 1t s! decided to create ar

Management Division, a « Inspectorate would

A il

answerable & to th >f Inspector/Deputy Ci

Diplomatic Wing and € he -Pr DE Establishner
1
the ODA and
ODA. Vie
desirability of
therefore recommend,as a positive

0O and

2s in the mocel
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the ‘Diplomatic Wing there is an Accomumods
Services Department under a DS 4 officer which comprises
sections. The Overseas Accommodation Section with
of Department is .housed in Croydon (because of the need
PSA).
side there are tl > Sections und sommand of a DS
Home Accommodation, Transport, a pply and Reproduction
Section. The first two are situated in lMatthew Parker

the third in Cornwall House with the Reproduction Sub-Section

in Downing Street East and Curtis Green. The Home Accommedati

uectlon deals with FCO office accommodation in london, office-

keepers and messengerial and other services in London. The
Transport Section (which hes been the subject of a recent
Review) handles the ordering and supply of vehicles and

for the 861 official vehicles at home and overs

armouring programme for Heads of Mission cars and the

of the FCO Home Transport Pool the prime purpose of whi

to carry the Queens NcqsnE"(r%. The Supply and Keproduction
Section is responsible for the ordering and supply of office
machinery and stationery at home and abroad, document

reproduction and printing, and the issue of Office Circulars

and Supply and Reproduction Sections are at Annexes VII A
and B. A decision has been taken recently to hive off the
Home Accommodation and Services Section to form an

Unit because of the difficulties istant supervision from

Croydon and the possibility of the

on additional responsibilities from

RESTRICTED

and Instructions. Organisation charts for the Home Accommode
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are the

Operations

cords lepar
bing procedures, general supervi
all Registry work and regular inspections in assoclatic

the Inspectorate at home and overseas.

-y A

ODA these services are provided by &
which is the responsibility of Organisation Departmen
unit is headed by a Principal and the work is divi

sections as follows:-

Acccommodation

Printing, Statione avel and Mail
Office Keeping Services

Telegraph Branch

Typing and Secretaria. Services
Registry Bervice

[

An organisation chart for the ODA Office Services

ing East Kilbride) is at ex VII C. Operationa

Telegraph Branch i i nore than a service point
telegraphic traffic most of which is already sent over
Diplomatic Service communications network. The Mails
is mainly concerned with handling non-personally addressed
coming into the ODA. lail for overseas is handled by

:

Diplomatic Wing's I Room and is normally sent there direct by

v

despatching officers in the ODA.

A Unified Structure

7l There are obvious parallels between

Wings of the office in this area, and a rational:
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and

Servic

unit. This has been drawn up

Reports, discussion with the head

CSD colleagues experience of similar organisations elsewhere

Whitehall and generally recognised ratiocs for supervisory grad

Its adoption would offer the following possible savings:

Principal/DS 5

SEQ/DS 6
HEQ/DS 7

o
EO/DS 9

COo/DS 10

Chief Superintendent

Assistant Chief
At current costs these would total something in the region of

£167,000 a year.

7.6 The combined unit would, in our view, have to be
incorporated into the line ma t structure of the Diplomati
Wing because of its considerable responsibilities for supplying
overseas missions. However we see some re in it being
staffed mainly by Home Civil Servants Work in this particular
field is not an essential part of the career development
experience of most Diplomatic Service officers and

be most
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proposed moael 1S5 A4

which call for comment:-

(a) The fact that registry services in

are not only organised differently, but also

TWO

Wings

operate

-

different systems for entering and retrieving papers,

L2
= e | | it -y - A T s o
precludes a straightforward merger. In the

L

to rationalilise

eqanr

ly 70'e

o i

Until the present differences ca > removed (through

the werk of the Joint ST orate/0O and M Branc

recommended elsewhere in this report) we see

A

no

"

il

I} - v -
- +=arnatly
c ]_ e Ll vl

to retaining the ODA Registry Services within the

= . i . - o - L S z = g . vl Ao
Home Accommodation and Services Unit, developing close

. . g ’ ) : o Rryaryn i TAbhra 2
liaison with the Registrar's Branch in ILibrary a

Y
§ 610!

Records. in ic Wing (into which it might

eventually be merx iith a prospect of future

V23
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not be an

gservices have not been
A N o T s e R T pe
responsibilities of the merged Unit.
the personne. rganisations of the two Wings were to

combined, they could be managed by the

department (POD II) 'in accordance with cu

Wing practice . If not, they could probably most convenient

be placed under the SEO post re ferred to in (b) above.

(@) The model does not take ﬁccount of the work of
Administration Officer for the India Office Library
on the assumpti hat this will be taken

staff of the India OlfiCQ Library Department (as
told is the current intention).

(e) The Dip itic Wing's Transport Section would

=

responsibility for the supply of: transport for the
four Development Divisions (This would require releasing
the ODA from

purchase through IOD and to obtain CS5D approval
anything
(£) As par : nerger, we would expeéct the Diplomatic

Ving's Overseas Accommodation Section to -assume

(]

/responsibilit
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responsibi

s
el

rs,

mat

Conclusion

Services

and

affected

1 . 10 ~ o m
b -he differ: functions olf
J s L L 2 = A E 110G L.L Ol

.
ana
a

offices;

in the model should

The cost would be a dismantling of the

under which all office services are com

This could well result in a diminution

£

enjoyed by the staff in Eland House.

for procedures to be devised to ensure

of each Wing is to the correc

points have to be offset against the

above) which would be expected to resul

we have some reservations about the ult

we can see no strong reason why a

lines sugges: should not work. We

timing and detailed arran
depend on:-

(2)
(b)

transfer

tion of the move to

the comple

the outcome of the FSA Review,

of responsibilities

Some

RESTRICTED

are

the

of

that

commaorn

therefore rec

15101

ppropriate

not

TWO

bined in a single

the service at
It will also be
expenditure

t vote. But

savings

t from & merger.
imate benefits, on
organisation on

ommend

East Kilbride;

which

to Departments.

significant]

on

and

may involve

necessd

gements for this will
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in the two Wings The ODA , s an Over
(within the Office Services Unit) which handles
by officers from the ODA and COPR (but not the
their own arrangemer
of.h,\c]npﬂent

includes cﬁflcuiﬁaﬁixul and authorisation of
advances, obtaining passports and visas, working out
inincrarjcsyl'hrk:lﬁ flights and obtal ining tickets,
the officer with financial I “UCthﬁ“ and information
health or any other special conditions applying 10 the area
of the visit, and the subsequent checking
of travel claims. The complement of
6 COs and 1CA. Tt handles something in th; region of
overseas visits a year.- 1t has no specific vote res sponsibi.
This rests with the departments & authorising the travel,
Organisation Department for travel funded from the Aid
hdministrhtion Vote and, in the main, the geographical
departments for travel funded from Aid Vote technical co-

'

operation funds.
7.10. In the Diplomatic Wing the Travel Unit,
of the OvchGas Section of Personnel Services Depariment,
consists of 1 DS 7, 6 DS 9 and 3 DS 10.

.34 of the Overseas Section normally authorises
jnufncyn overseas but otherwise the Travel Unit has

-
i

responsibility for controlling expenditure on all

heads on the FCO Vote. Tt deals with applications

RESTRICTED |
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concessionary

health requircme

for checking and authorising .:u payment of indiva
claims rests at pre sith Travel Accounts Section
Department. An Inspector has recommended

Unit and Travel Accounts should be mexrged

entity within PSD as s00 s accommodatior

.11. Unlike the Ol the Diplomatic Wing.does not
for it tafl Once journeys have been authorised, officers

e their bookings through the British Airvays

office implant unit in Curtis Green. This is open from 9

6 daily (with arr&ﬁgements for out of hours facilities) and
handles around 11,000 movements. a year. he Unit offers
with selected BA
most other

also ‘JJ‘(‘)CLE’Zi

ra

to take on 1u s ibility

journeys for dependants once authorisation

including nd:ificat on of flight details to parents

were told that officers often find positive advantage in deali
direct with the Unit (which - with the main
BA computer) rather tha through an intermediary, and that

result is a saving of = ¢ combined with at least as geod &

service.

Conclusion

7.12. Given © jiffering responsibilities of the travel

T T

in the two Wings we see no signifieant benefit in merging

/t)
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gL et LR
srgonnel oexrvi 1CeEs

brought
d hnlwever el e me 3 1 - -+ Ve 5 t== AT
? 0 [IOWE Vel 3 111 15 gl A.1l1 - ci(nOJJL-,J_L.'J.‘
sbage 0a
i own bocking arrangemen
: _{\_\-_- & l. - _.'1 G.n,,‘(‘,.\
DI L11CE A1 i

ence in handling

rel arrangemnents; and we S0 TecC commend .

ment would offer staff savings in the ODA flight booking

At least two of

at current
to check and
ements. T may

too could be dispensed withe.

7.1%. Detalled procedural arrangements would nced to be

Wi (v

out with the British Airways unit but Diplomatic Wing

should provide 2 suitable guide.
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ACCOMMODATION

Agssistant
BE.D

Administration e Al ; :
ARy S Deputy Head of Section DS
Officer DS ¥ 5 7 R )
DS(E) . DS(W) lanning Officer
3\ 1L ILha i n A . . P . ook -
it | | Administration Offacer
L | - 1 ] -
e L Clive House, Charles House

4 Central Buildings

!

Administration ' ' : Administration

Of ficer DS 9 ; .| officer DS O
GOGGS, Curtis Marlborough House |
Green, Cornwall 1 Carlton Gardens
House, Palace B E TR Py
Chambers, 1
Sanctuary L
Buildings \ | Point

Registry and Enquiry
DS 10 |

iChief Office Keeper
i
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s E—
|
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l])(ﬂ)lIL}f Chief Office Keeper
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utilised
Whitehall
raph branch is little more than a service point.

mmunications

DEVDIV Barbac

savings would therefore resu
communications staff since the operational parts of
remain separately located and their requirements will be
unchanged. At a later stage, particularly when the Diplomatic

Wing instals its new message switch, the communications

as a whole could usef uLlem re—-examined. Meanwhile,

recommended in Chapter VII that the ODA's Telegraph Branch
for administrative convenience, remain within the ODA's Office
Services Unit if and when the Unit is absorbed

Home Accommodatio: 1 Services Branch. it should

guided by the advice of the Director of Communicatio:
technical staff i sidering the cost effecti:

arrangements. Telephone services are provided
Telecommunications, and there is no reason winy thi:

continue to be arranged by the Home ommodation

' 1L
P ]'_l'\f
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LEGAL, LIBRARY AND OTHER SERVICES

FCO's Legal Branch also serves the ODA which
. o p

has no professional legal staff of its own ie the service 1s

already fully integrated.

9.2 The FCO main Librarj serves ODA through a sub-

Library/Service point in Eland House. ODA have a complement
of 5 professional
they are interchanged with the 15 librarians on the Diplomatic

Wing's establishment at the discretion of the Head of the

Library and Records Department. We suggest in Chapter IV
para 4.18. that the two establishments should be merged
(&) 4

managed from the same sonnel division with a PESC adjustment

if appropriate.

QeFe The ODA is responsible for its own records but the

work of selection and transfer to the Public Records Office
will only become a major task 25 years after the creation of
ODA's predecessor, the Department of Technical Co-operation,

in 1961. It would seem sensible then to draw on the expertise
of the experienced Records Branch of the Diplomatic Wing's
Library and Records Department and we recommend that this

should be conéidered at the appropriate time.

9.4. Welfare Sections are attached to the Personnel Manage-
ment authorities in both Wings. So long as personnel matters
continue to be handled separately there is no case for merging
the Welfare Sections between whom there is close liaison on

any overseas matters concerning ODA staff and TCOs abroad.
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on Secur:
1es in two
and "Mannual
Secretary
responsibility
ive security organi
ve the confidence and suppoxt
Department”. Respo

Permanent

strong

subject d

sensitive nature of much of its work and the volume

conmplexity oi oblems resulting from its overses

The Department is heade a DS 4 officer who repo

the Director of Communications on technical security subjects
and on personnel and other matters through th Assistant Under-
Secretary in Personnel Division to the Chief Clerk and
ultimately to the PUS FCO He has the right of direct access
to the PUS. A1l staff, employed in the Diplomatic Wing in
Iondon, including junior grades, are Positively Vetted.

is done by a special Section within the Department which also

staff from other Government Departments selected to

overseas.

100 5 Standards of personnel, technical and physi
1

security a =4 Not only in missions abroad but

department of the Diplomatic Wing an officer
k I &
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application and enforceme > security instructions.
Security Department advises, monitors and runs courszes

to ensure that all staff are security conscious. L
responsible for the deployment of the Security Guard Force

London and for the organisation of measures to protect Britist

missions and staff

104, Work done in the ODA is generally less sensitive
security requirements there are accordingly less.

Departmental £ )13 is an SEO who heads

in the Establishment Department (which also deals

and Awards) and is responsible through its Head

to the Permanent Secretary to whom he has

access. Much of the Unit's work consists of

of records and Normal Vetting of ODA staff and of TCOs serving
with overseas governments Only about 120 ODA staff are
Positively Vetted through the agency of the Ministry of Defence.
PV reviews are dealt with by the SEO who carries out about

45 a year. Security training (other than for members

Security Section) is limited to a one-hour session on

induction course r new entrants. There are 6 Security

Guards under sﬁ: direction of the Departmental Security Officer

for guarding the ODA offices.

105, We found that the differing levels of security require-
ments in the two Wings had implications for a whole range of

3

common service issues and created problems for joint handling

(even of accounts!)

/1t
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10e 7 The Head of Security Department
has expressed understandable reluctance

responsibilities w would involve upward reference

Permanent Secretaries We appreciate his concern, but we
ice the amount of additional work would
and it would to some extent be balanced by the
elimination of any need in future for consultation on security
between the two Wings. We consider that there is a
good case on grounds of operational advantage for bringing

together responsibility for security matters at Head of Depart-

ment level and we recommend that this should be done.
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service functi
influenced marx
Are organised.
j et +alror

nawvi peen Taxen

operational and policy making
yperat na To B o1 naking
have nevertheless 't them

b E: S8

as two administ

organisations (Chapter I para 1.7.).

«
Lo

L1525 In considering the scope
situation is different from that which existed

when the Diplomatic Service

Commonwealth Relations
Commissioner Service and by stages to bring aboti
in accordance with an agreed timetable and plan of

the Adams I Joch Report pointed out,any similar proposal

a full merger of the ODA and FCO Diplomatic Wing would have

wide z implications and should only be approached

considerable

11.5. Staff in both Wings expressed
it was necessary to maintain separatle
Services

different r

recognised in the

- i- — o~ Fa
to rest our recommendati
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concluded that the major factor was that

two Wings re

finance and personnel services would cause difficulties
disruptions which would outweigh the value of

which might

practical efficiency

recommended against any change in the existing

¥

Finance (Chapter II) and Personnel Management (Chapter IV).

11l.4. We have, however, recommended the establishment of a
joint Inspectorate, including Management Services and ADF sections,
and a joint Internal Audit Unit (Chapter VI and Chapter I1l).
This would result in close scrutiny and harmonisation of the
different systems and procedures which have developed separatelj
in the two Wings It would also facilitate further moves
towards the merger of operational and managerial functions

3

responsibilities if and when this should be decided on.

115, The continued existence of separate Votes covering offi
services for the two organisations could cause some problems

merging responsibilities in this field. Office services
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mainly

or d_np*

6. In these -general conclusions we stk ;ulrl

two points on which we suggest the success

moves towards merging common services are

:]_Ok el 'L Sl

- s | -~ T o R =P=Ta
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few years
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refurbist
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articular

e et N
benef1t:

some Cent jider us f Home Civil

= PR . 7 - S S A S e . avrantall ean e o -1
grounds of continuity d n  specialisation eg in t©

joint Home Accommodati and Services U
changes can only be made,

above, at trt ‘ se of the er of home

to. Diplomatic Service staff This problem

by making a corresponding nunmber of posts else
ODA open D5 personnel. 't this in turn would

that ODA staff would be filling & much larger proportion

of ancillaxry bs i ace of those more

with ODA's aid work. DDA salff would

this as loss of opportun:
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mightv

would not Justit

than staff ¢

11.9. Manpower

- gignificant benefits or savings
.7

merger of personnel organisations. We therefore

recommendations for chang (Chapter IV, paras

A A o b Training
] lal_‘

organisat

Lol

and Methods, and Automatic Data

tion should be created. (Chapter VI,

il cUs Accor jation and Servicec A common Home Accommodats

ca Ll

and Services organisa should be a viable proposition,

.uv-_l

offering some staff savings (Chapter VII, para 7.8

A should adopt the Diploma

1

Wing practice of requiring officers TO make Thelr Own

. . = 4 £ A P e = il s
bookings . This will offer some staff savings. (Chap

7.12 and 7.]
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PRIME MINISTER

MANAGEMENT REVIEW OF THE ODA

and Commonwealth Secretary sent me a copy of

to you on this subject. The Treasury has been

broad agreement with its outcome. In particular, the
arrangements for financial management and control now
proposed are a clear improvement on what has existed

hitherto in this areas.

2
Q
e

ecretary, the Lord President of the Council and Sir Derek

Rayner.

(G.H.)
/ September 1980

I am copying this minute to the Foreign and Commonwealth






10 DOWNING STREET

From the Private Secretary 11 August 1980

The Prime Minister has seen the Foreign
and Commonwealth Secretary's minute of
4 August, about the management review of the
ODA. She has noted the outcome of the work.

I am sending copies of this letter to

Jim Buckley (Lord President's Office) and
Clive Priestley (Sir Derek Rayner's Office).

M. A. PATTISON

G.G.H. Walden, Esq.,
Foreign and Commonwealth Office.




Foreign and Commonwealth Office

London SWIA 2AH

" 6 August 1980

Management Review of the ODA

I am afraid we omitted to send to the Chancellor of
the Exchequer a copy of the Foreign and Commonwealth
Secretary's minute to the Prime Minister of 4 August
about the Management Review of the Overseas Development
Administration. I now enclose this, together with
a copy of the Report on the Management Review.

I am sending a copy of this letter, without enclosures,
to Mike Pattison (10 Downing Street), Edward Chaplin
(Lord President of the Council's Office) and to Sir Derek
Rayner's office.

Vowd 652

ol

(P Lever)
" Private Secretary

M Hall. Esq -

Private Secretary

to the Chancellor of the Exchequer
HM Treasury

Whitehall
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1 You will recall Sir Derek Rayner's submission to you é?
5

of 6 March, following the work that had been carried out

under his direction on the question of overlap and duplication
between the two wings of the FCO. Specific aspects of this
question were remitted for further study to the Management
Review, which had begun some weeks earlier, with the requirement
that the outcome should be submitted to you by the Parliamentary

recess.

2. The Management Review has now been concluded and I am

content with the recommendations that have been made in respect
of both overlap/duplication and of the organisation and
management of the ODA. I believe that they will lead to a more
efficient organisation and a more effective use of manpower and

other resources.

S I attach a copy of the report on the Management Review; a
summary of the main findings is set out at the front of the
report. Part II of the report deals with the issue of overlap
and duplication. I think that it is useful to see those con-
clusions in the wider context of the recommendations in Part III

for organisational change within the ODA wing.

4, The study of common services, such as establishments,
in the two wings will be carried out in accordance with the
timetable set out in Sir Derek Rayner's submission, and

a further report will be made to you as soon as it has been

completed.

B, I am sending copies of this minute, and a copy of

/the report




the report to the Lord President of the Council and

to Sir Derek Rayner.

(CARRINGTON)

Foreign and Commonwealth Office
4 August 1980




the report to the Lord President of the Council and

to Sir Derek Rayner.

(CARRINGTON)

Foreign and Commonwealth Office
4 August 1980
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BARDD

BCD

CDC

Bilateral Aid and Rural Development Department
Bilateral Co—ordination Department

Commonwealth Development Corporation

Centre for Overseas Pest Research

Development Co—ordination Department

Directorate of Overseas Surveys

Economic Planning Staff

Economic Relations and Commodities Department
Economic Relations Department

Education and Training Policy Department

Financial Relations Department

International Bank for Reconstruction and Development
Information Policy Department

Iand Resources Development Centre

Organisation for Economic Co—operation and Development
Overseas Information Departiment
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OVERSEAS DEVELOPMENT ADMINISTRATION
MANAGEMENT REVIEW

REPORT BY THE STEERING COMMITTEE

Summary.

1. The merger of the former ODM with the FCO has enabled arrangements

under the Secretary of State to be rationalised in areas where similar

functions have been separately undertaken. Ministers decided this year that

aid policy and international economic relations policy should be brought

together in two new departments serving both wings: these will combine functions
previously carried out in other departments and will be in operation this month.
Aid policy should be considered by a Policy Board, chaired by the ODA Permanent
Secretary and with representation from both wings at Deputy Secretary level

(paragraphs 9-=13).

ii. We also propose that the economists in the two wings should be amalgamated
into a Unified Kconomic Service and that in principle it would be right fto work

towards a merger of information services (paragraphs 20-26).

iii. We conclude that there would be no advantage in terms of the effectiveness
of aid management and control, nor would it secure significant staff savings,

to amalgamate into a single set of departments the function of managing specific
aid programmes with the essentially dissimilar task of the conduct of political
relations, We do not therefore recommend an amalgamation of geographical

departments (paragraphs 14-19).

ive We note that a study of common services functions, such as establishments,

in the two wings is to start after the Management Review,

Ve For the management of the aid programme we make proposals for the more
effective control over expenditure, The Principal Minance Officer of the QDA
should be responsible for both aid policy and finance, reporting directly to
the Permanent Secretary. The financial and physical monitoring of project

and certain other bilateral expenditure should be strengthened. Improved

arrangements between Headquarters and the overseas Development Divisions are




recommended together with an extension of delegated authority; and we propose
further work in relation to outside bodies in receipt of funds from ODA.
Financial control will be strengthened by the progressive introduction of a

computerised management information system (paragraphs 36; 40-45).

vie We identify scope for making more effective use of manpower, particularly
the specialist advisers. Advisers in the main disciplines should be brigaded
with the bilateral spending divisions, whose requirements should determine their
work priorities. The administration of ODA's interests in research (including
relations with the Scientific Units) and education (including the British Council)
should be brought together under the supervision of the relevant Chief Advisers,
reporting at Deputy Secretary level. There should be clearer demarcation
between the Development Divisions and geographical departments to minimise

overlap (paragraphs 32-37).

vii. A system of manpower budgeting should be introduced to enable the manpower
implications of policy priorities to be identified. New arrangements for
dealing with technical co—operation should also strengthen ODA's ability in

this area (paragraphs 46-49).

viii. Our proposals for organisation and procedures coupled with the effect of
reductions in the aid programme will lead to a reduction of one third (from 7% to
5) in the number of Administrative Under Secretary posts, and over 14% (5 posts)
at Assistant Secretary level. Staffing at lower levels, and among the advisers,
is now being assessed. Our proposals for the economists will lead to a

reduction of about 12% in complement (paragraphs 50=55),

OVERSEAS DEVELOPMENT ADMINISTRATION

MANAGEMENT REVIEW

REPORT BY THE STEERING COMMITTEE

LNTRODUCTION

1. The Management Review of the ODA was directed by a Steering Committee
chaired by the Permanent Secretary of the ODA, assisted by a team of officials
drawn from the ODA and the Civil Service Department. The membership of the
Steering Committee and of the review team is shown in the Annex, We met for

the first time on 6 November 1979, with the following terms of reference:

"My review the organisation and management of the Overseas Development

Administration'.

This report sets out our conclusions.

Background

e s

24 The CGovernment decided on taking office that the then Ministry of Overseas
Developnent should be converted into an Overseas Development Administration
within the FCO. Responsibility for overseas development was delegated by the
Secretary of State to a Minister of State who has the additional title of
Minister for Overseas Development, He was authorised by the Secretary of State
to conduct the normal relations of a spending department with the Treasury and
to deal direct with the CSD on personnel and related matters, The former
Permanent Secretary of the ODM became the Permanent Secretary of the ODA and

is Accounting Officer in respect of ODA affairs. In this capacity he accounts
for expenditure on the Overseas Aid Vote, the Overseas Administration Vote, and

the Superannuation etc. (Overseas Service) Vote.

3e The principal task of the ODA is to formulate and carry out policies to
help the economic and social development of less developed countries, Its
main activities are to manage a programme of bilateral aid fo individual countries;
and to contribute to and participate in the work of multilateral aid institutions.

As part of the bilateral aid programme it provides direct assistance to individual

countries in the form of technical co-operation and maintains standing capacities




of certain skills and expertise to contribute to this purpose. At July 1 1980
it had a total complement of 2332, including 952 in the four Scientific Units -
the Tropical Products Institute, the Centre for Overseas Pest Research, the
Directorate of Overseas Surveys and the Land Resources Development Centre.

The gross aid programme amounts to £950 millions in the current year. There
is therefore a considerable task of resource management which is different in
nature from the other responsibilities of the Secretary of State for Foreim
and Commonwealth Affairs,

Approach to the Review

4.  Two factors, in particular, determined our choice of the aspects of the
organisation and management of the ODA to study,. The first of these was the
merger of the FCO and ODM. It was the Government's intention that the
formation of a combined FCO/ODA should lead to economy by the elimination of
overlap and duplication in the work of the two organisations, A scrutiny
conducted under the direction of Sir Derek Rayner focussed specifically on this
issue, and Ministers instructed the Management Review to follow up certain
important aspects of that study, While it was not our task to review the FCO
as a whole, the relationship between the ODA and the rest of the FCO in respect
of the function of aid and development has therefore been an important feature

of our work.

Se The second factor was the renewed emphasis which Ministers have placed on
efficiency and economy in Government administration., We have therefore paid
particular attention to the organisational structures and systems through which
aid programme resources are managed, in order to achieve an appropriate balance
between lMinisters' policy objectives, the need for proper financial control and
accountability, and {the requirement for the maxdimum economy in the use of

administrative resources,

6. The ODA Staff Side has been regularly consulted in the course of the
review and will be consulted, as appropriate, on the implementation of particular

recommendations.

IT. RBIATIONSHIP BETWEEN THE ODA AND THE DIPLOMATIC WING

Te following the initial Raymer scrutiny exercise we were given the task

of examining the relationship between the two wings in the following areas

of work:

a) the formulation of policy on the use of aid resources;

b) the formulation of policy on multilateral economic relations
with developing countries;

c) the FCO interests in certain specialist economic policy issues
relevant to developing countries;

d) the organisation of geographical work;

e) the organisation of economic advice;

i the organisation of information services.

Ministers have also agreed that an analysis of common service functions such as
establishments in the two wings of the FCO will be undertaken after the

Management Review.

s The merger of the CO and the ODM provides the opportunity to integrate

aid policy more fully with wider foreign policy and to make better use of
Manpowers We have looked for changes in the arrangements for formulating aid
policy and administering the aid programme, which calls for close attention to
financial management and control, where they demonstirably contribute to
efficiency and economy in the use of staff. Where staff in both wings are
engaged in work which is part of a single function, rationalisation is clearly
sensible to eliminate unnecessary overlap and duplication, But we have eschewed
change for change's sake, We see no advantage in artificially joining functions
which are distinct if, in our judgement, this would not result in the more

economical and effective organisation of work.

Aid Policy

9. Ministers have decided in principle that a single department should be formed
to co=ordinate the formulation of aid policy on behalf of the FCO as a wholey thus
combinings in one place work and staff previously dispersed and avoiding duplication,
Our task was to advise on the role and functions of this department. The primary
function of the new Aid Policy Department will be to provide support for Ministers
and senior management in the FCO on central issues of aid strategy including

policy on aid allocation to recipients and priorities in aid uses. The new
department will assume the current functions of the Financial Relations Department
(diplomatic wing) and the Finance Department (ODA) relating to policy formulation

on the allocation of aid resources, thus eliminating the current duplication in




the co=ordinating roles carried out separately by those two departments,

The department will be responsible for co-ordinating the interests of the FCO
as a whole in the preparation of advice to Ministers on aid poiicy.
Responsibility for the important task of the financial management and control
of the agreed aid programme continues to rest with the ODA Finance Department,
but because of the close relationship between the formulation of policy on the
distribution of the aid progremme (through the mechanism of the Aid Framework )
and the financial control of the programme we propose that both the Aid Policy
Department and the Finance Department should be supervised at Under Secretary
level by the Principal Minance Officer of the ODA. He will report direct to the
ODA Permenent Secretary on both functions,

10. The Aid Policy Department will also have a number of other important policy
functions (such as commercial aspects of aid) which are currently carried out in
DCD and, to some extent ERCD, and will thus provide a clear focus for central
issues of aid policy. As Accounting Officer for the Overseas Aid Vote, the
ODA's Permanent Secretary has responsibility for ensuring that the advice on

aid policy is properly co=ordinated within the FCO as a whole. In order that

he can be assured that all relevant considerations have been adequately taken
into account at the highest levels, proposals to Ministers on the Aid Framework
and on other major aid policy issues should be considered by a Policy Board under
his chairmanship, Deputy Secretaries with responsibility for third world
questions in both wings, as well as the Principal finance Officer of the OoDA,

should be represented on the Policy Board,

International Economic Relations

1l. The Steering Committee reviewed the current organisation of arrangements
within both wings for handling North/South questions in the light of Ministera!
decision that these should be dealt with in a single department in the diplomatic

wing. This will bring together functions previously dispersed in the FCO and

ODA and provide a central point within the FCO as a whole to deal with international

economic and financial questions. These include economic relations with
developed countries and with certain international institutions, such as OLCD,

and with developing countries notably through the North/South dialogue.

12, Economic Relations Department will assume the present responsibilities of
Financial Relations Department for international economic and financial questions,
including lead responsibility within Whitehall for formulating policy on
North/South relations. It will also absorb the North/South functions of

Prade Relations and Ixports Department and of the ODA's Economic Relations and
Commodities Department: FRD and ERCD will cease to exist as separate departments.
B3 will report throush an Assistant Under Secretary located in the diplomatic
wing who reports in turn to the Deputy Under Secretary responsible for economic
issues,. Clearly the new department will need to maintain close working
relations with the UN and other relevant departments in both wingsj; we recognise
in particular that it will need to look to the Aid Policy Department for advice
on questions arising in the North/South context of any potential calls upon aid
funds in order that the Permanent Secretary of the ODA, as Accounting Officer,

can ensure that the implications for the aid programme are fully taken into

account in any advice to Ministers.

135 Rationalisation of the arrangements in the FCO for aid policy and international

economic relations policy leads to a net saving in the two wings of 5% posts,

including one at Assistant Secretary level.

Specialist Policy Areas

14. "CO Ministers need advice on the international aspects of a range of

sues arising in specific economic sectors, most of which are the primary
responsibility of other Government departments, We were concerned to

establish whether the arrangements within the PPCO for these sectors which include
energy, environment, science and technology, maritime questions etc. were the
most effective and economical for the purposes of providing the Secretary of
State and other FCO Ministers with co=ordinated advice. Other important areas
in which both wings are involved include cultural and educational relations with
developing countries and the work of the specialised agencies and other organs

of the United Nations.

15« There are some important differences between the function of advising on

the international relations aspects of United Kingdom policy in economic,
scientific and other domestic policy areas, and the management of aid funds
allocated to specific sectors either for bilateral programmes or the programmes

of multilateral agencies, In general we found that the functions of the relevant
departments in both wings were distinct and there was little overlap or possibility
of sensible rationalisation. We do however recommend that, while the functions
of the departments concerned with the United Nations' business are in general
distinct, the relationship between their respective responsibilities should be
clarified. e also recommend that the FCO's interests in the international

aspects of energy policy, and in intermational environmental and law of the sea

cquestions, should be co-ordinated by Energy, Science and Space Department and




Maritime, Aviation and Environment Department respectively: +there should be
no separate responsibility for these subjects in ODA. Minally, in the
educational and cultural sector, we are not satisfied that it necessarily
represents the most efficient use of administrative manpower that the British
Council's core budget should be funded from two separate Votes, and therefore
administered by both Cultural Relations Department and FEducation and Training
Policy Department, We recommend that this be reviewed by the two wings in d

consultation with the Treasury.

The Orgenisation of Geographical Work

16. In the context of the merger of the former ODM into the FCO the appropriate
organisation of geographical work is of major importance, Both wings have a
number of geographical departments each concerned with particular countries

and regions, Concern has been expressed in a number of quarters about the
existence of two sets of departments dealingz with the same countries, and this

was an issue covered in the Rayner scrutiny,

1T The ODA has nine geographical departments with a total staff of 129,
responsible at Headquarters for all aspects of bilateral aid to particular
countries and managing a current aid programme of well over £500 million.

Within the diplomatic wing there are twelve geographical departments with a total
staff of 100 concerned with relations with individual developing countries which
receive aid. In addition there are two joint departments which cover the
affairs of the dependencies in the West Indies and the Pacific, althouch this
will reduce to one when the New Hebrides becomes independent, These two

geographical organisations are responsible for:

a) The formulation of advice to Ministers on policy towards
individual countries overseas and the conduct of overall

diplomatic relations with them,

b) The formulation of advice to Ministers on aid relations with

overseas countries.

c) The administration of aid allocated to these countries.

18 The first of these functions is the primary concern of the geographical
: o L . 5 :
departments in the political wing. The function of managing aid programme
(= o 1 1 1 = I 1 1 2 -
resources under c) above is the responsibility of the ODA geographical

.| r ke r o £~ g : . +
departments, lhe function at b) above is one which is of concern to both

1 1S = + 3 . .
Wings. As noted in paragraph 2 above it is the responsibility of the

sermanent Secretary of the ODA to account for expenditure on the Overseas

Aid Vote. We did not, however, regard this as a barrier to organisational
change if on merits we thought such change would achieve greater efficiency.

e accordingzly examined how far the two sets of geographical departments have
genuinely different tasks, justifying a degree of organisational separation or
how far their functions are similar and would therefore with advantage be dealt
iith in merged departments., Our conclusion is that the functions of aid
management and of the conduct of political relations are cuite distinct. The
former consists mainly of the management of a large public expenditure programme.
Much of the work is concerned with detail requiring a knowledge of complex aid
procedures and the integration of economic and other professional advice. In
practice the day to day work of the ODA geographical departments does not greatly
impinze on the work of those in the diplomatic wing except in their common

interest in bilateral aid policy.

19, All geographical work could theoretically be combined if the departments
so established dealt with a smaller number of countries than is now the case,
but this would carry with it the major disadvantage of disaggregating responsibility
for coherent regions that should be dealt with as one unit, eg South Asia.
Moreover, given the unpredictable and at times heavy pressure of political
activity affecting our relations with particular countries, we are not convinced
that such departments would be able to give the continuous and detailed attention
to aid management that the proper control of the aid programme requires. The
result would, in the Steering Committee's view, be likely to reduce the efficiency
with which each function is carried out, without securing significant staff
3aAVings. Wle therefore recommend that the geographical departments should not

be amalsamated. Nonetheless there is scope for secking greater efficiency by
introducing more streamlined procedures and rationalisation within each wing,.

In the course of the review we have examined the administration of the bilateral

aid programme from this standpoint, and set out our recommendations later in

this report.

The Organisation of Hconomic Advice

20. mach wing of the FCO at present has its own economic service. In the
diplomatic wing cleven cconomists headed by the Chief Lconomic Adviser are
available to zive professional advice, relating either to countries or %o more
c~eneral policy issues, on the whole range of technical economic questions of
conzern to the ['CO, This advice enables FPCO Ministers and officials to take
account of economic considerations in the exercise of their functions. Other

departments are also involved in the formulation of foreign economic policy but




it was not within our terms of reference to examine the relationship between

the economists in the diplomatic wing and those in other Whitehall departments,

2l. In the ODA the Economic Planning Staff, with thirty one economists at
Headquarters and ten in the overseas Development Divisions, under the
Director-General, have two main roles. They help to identify, and by the
application of techniques of economic analysis, appraise and evaluate proposals
for capital expenditure and for the provision of technical co-operation in order
to ensure that the optimum return is likely to be obtained, in developmental

and other terms, from the investment of UK aid funds. They also provide a
comparable economic input to ODA's consideration of certain specific expenditure

proposals of multilateral agencies which receive aid programme funds.

22, Based on their experience of the economics of development in the third
world the EPS has provided advice to the Minister for Overseas Development and
senior officials on the economic aspects of policy towards the third world
including general aid policy and policy proposals made by multilateral agencies

and in other international bodies.

23+ There is some degree of duplication between the Economists Department and
the EPS, notably in relation to broader economic issues affecting the third
world. In the circumstances of a combined FCO/ODA, particularly following the
formation of the two central policy departments described above, we think there
would be advantage in reorgenising the resources of professional economic advice
by merging the two groups of economists to form a single Reconomic Service.

Under its head, to be known as the Chief Economist, this will be responsible for
the provision of economic advice to all parts of the FCO. This rationalisation
will eliminate the risk of duplication by ensuring that henceforth there would
be single points of advice on particular countries and subjects. The new
arrangements will provide greater flexibility in the deployment of economic
expertise to respond to changing priorities. It will also offer the possibility

of widening the range of work for the members of the unified economic service.

24. This reorganisation together with changes in workload flowing from
reductions in the aid programme will save staff at Director level and below.
The numbers will be reduced by seven in total, amounting to over 12% of the
present complement, We recommend that the structure and complementing should
be reviewed after adequate adjustment to the new arrangements. The Statistics
Division of the ODA is currently the subject of a separate scrutiny as to its

role and functions as part of a Civil Service-=wide study of official statistical

services,

Information Services

25 The diplomatic wing has three information departments; News Department
which advises the Secretary of State on and handles relations with the media,
Information Policy Department (IPD) which is mainly concerned with overseas
information work, and Overseas Information Department (0ID) which prepares
cuidance and background briefing on matters of general concern affecting
Government policies. There is a single Information Department in the ODA,
responsible for press and public relations in respect of development issues.
In a broad sense the information services in both wings carry out similar
functions: ODA's department performs duties in relation to the media which
are similar (although on a much smaller scale) to those of News Department
and prepares and disseminates information material in much the same way as OID

except that it prepares more of its own material and this material is directed

more towards the home market.

56, The current aim is to amalgamate OID and IPD in the diplomatic wing, a
merger that would save a number of staff. It would be desirable if this
amalzamation could encompass the production side of ODA's Information Department.
If this happened, it would be logical to absorb the press and public relations
activity of ODA's Information Department into the "CO¥s News Department. So
long as ODA and the PCO are physically separated, however, it will be necessary
to retain a small information section in ODA to support the Minister for Overseas
Development and to maintain close contact with ODA policy and functional
departments. Our present view is that the burden on the Head of a combined
OIIVIPD would be likely to be excessive if he was also to assume responsibility
for a separate unit in the ODA, Our preference at this stage therefore is to
retain separately managed Information Departments in both wings in order to
facilitate the OID/IPD merger and thus obtain those staff savings. Nevertheless,
we take the view that in principle the information services for the FCO as a
whole should be amalgamated and we therefore think that this should be looked

at again at the time of the review of common services when the extent of the
duties of the Head of OID/IPD will be more clear. There have already been
subistantial stafl savings in these departments: IPD is being cut by 20% and the
ODA department by nearly 50%.




ITI, VMANAGEMENT AND CONTROL OF THE AID PROGRAMME

27 Efficient administration of the Government's aid policy and effective
financial management and control of the aid programme are the primary
management tasks of the ODA., The systems used for management and control and
the structure in which they operate are therefore of particular concern to the
Management Review. We set out below our main conclusions following our
examination of the organisation and the arrangements for the planning and

control of resources.

Organisation and Structure.

Policy.

28. The formation of a single Aid Policy Department responsible for major
issues of policy will simplify and strengthen the arrangements for policy
formulation, Placing the department under the responsibility of the Principal
Finance Officer of the ODA will also strengthen the important linkage between
policy on the Aid Framework and financial control of the agreed Aid Programme.

The PFO should report direct to the Permanent Secretary on these functions.

Bilateral Aid.

29. Ofther issues of general management — concerning, for example, the functions
of the Projects and BEvaluation Committee and the terms and conditions of aid —
and sectoral policy which arise across the bilateral programme as a whole are
currently handled in Bilateral Aid and Rural Development Department and in
Development Co—ordination Department. We think they should be brought together
in a Bilateral Co-ordination Department, which would replace BARDD, BCD would
alsoc have an important new function of advising on general issues of technical

co=operation policy, including the follow up to the current TC Review.

30, Since bilateral aid funds are allocated for the most part on a country
basis, reflecting the fact that aid is an important aspect of relations between
donor and recipient, we endorse the present geographical basis of organisation
for bilateral aid work, and do not favour alternative models based, for example,
on economic sectors. The reductions in bilateral aid, and the changes we
recommend in this report, will enable the number of geographical departments

to be reduced from nine to seven.

Multilateral Aid.

31. Pollowing the formation of the Aid Policy and Economic Relations
Departments, there will be a substantial change and reduction in the organisation
for multilateral aid work within the ODA wing. It will become possible to
accommodate this work in three departments in place of the current five, with
responsibility for the IBRD and the Regional Development Banks being brought

together in one of the ODA's UN Departments,

Specialist Staff.

324 Bfficient administration is only partly a matter of organisational
structure. Responsibilities also need to be well defined and lines of
accountability clearly understood. This is particularly relevant to the role
of the specialist. ODA needs specialist advice in the process of identifying,
appraising and monitoring aid proposals, and the advisers in ODA thus have an
important role to play in the aid management process. We were concerned that
the optimum use should be made of these specialist personnel, given the
importance of administrative and specialist staff working efficiently together

towards common objectives.

33e We therefore have two major proposals to make. The first is that
professional advisers should in appropriate cases become more involved in line
management, especially where they are heavily involved in the work of the
administrative departments in question and where scope exists for rationalising
the involvement of senior advisers and administrators. We felt that this
applied in particular in the case of research in the natural resources field,
including the activities of the Scientific Units, and was relevant in respect
of ODA's interests in research in the energy and engineering sectors and in

the field of health, including population planning. We took the view that

it also applied in the educational sector where there was an opportunity of

rationalising functions, particularly at Under Secretary/Chief Adviser level.

34. We therefore propose a radical reorganisation involving the employment of
advisory staff in the supervision of orthodox administrative work in parallel
with their advisory functions. This underlines the position of the Chief
Advisers as Under Secretaries in the Open Structure. The present Chief
Natural Resources Adviser would become responsible both for the administration
of natural resources research and the conduct of relations between in=house

Scientific Units and the rest of ODA, The Chief Medical Adviser would become




responsible for health research and for supervising the work of the Population
Bureau, The Chief Education Adviser would become responsible for supervising
ETPD, and hence among other things for relations with the British Council.

In addition the Principal Engineering Adviser would assume admini strative
responsibility for energy and engineering research and for relations with
external units in the engineering and related fields. On these new functions
the Heads of the Advisory Groups in question would report directly to a Deputy
Secretary.

35 The second of the new proposals in respect of the advisers concerns the
establishment of more integrated working arrangements between the specialists
and the administrators in the main bilateral spending areas. We therefore
recommend that the advisers in the main disciplines (eg natural resources,
engineering, education,health) should be deployed to work alongside their
administrative colleagues in the Geographical Divisions, as the geographical
economists do now and as all advisers generally do overseas in the Development
Divisions, Their work priorities should be clearly determined by the requirements
of these main spending departments under the supervision of the Geographical

Under Secretaries, although account should be taken in this of the advisers?
multilateral and functional responsibilities. Profiessionally they would still
remain responsible to the Heads of their respective Advisory Groups. Our clear
view is that the arrangements we propose will represent a more efficient
deployment of staff and that the multidisciplinary approach will contribute to

the more effective management of the aid programme,

Development Divisions.

36. In the Development Divisions the benefits of a team approach, with
administrators and advisers working closely together, have been widely
acknowledged. We have noted other advantages in having a group of professionals
based overseas, with local contacts and influence and able to provide on the

spot advice on technical issues and to resolve problems at Lhe Jocal level.
However, there are a number of difficulties in assessing in quantitative terms
the relevant costs and benefits of having advisers based at home or OVerseas,

and we do not therefore regard it as practicable to try and lay down general
rules governing this issue. I¥ will ultimately remain a matter of judgement —
depending, for example, on the nature and scale of the aid programme in a
particular region and on the distance from London — on how best to provide advice
on the aid programmes in particular countries or regions. What is clear in our

minds, however, is that where Development Divisions are maintained it is

important that the fullest possible use should be made of them and their place

in the organisation clarified. The Head of the Division should be clearly .
responsible to the relevant ODA Geographical Under Secretary, and the respective
rolés and responsibilities of the Development Division and the geographical
departments in London more explicitly demarcated in order to minimise overlap

and duplication. [Finally, and subject to certain conditions, we propose that

delegated authority should be extended.

The Scientific Units.
3T Seientific and technical services to developing countries are provided
in certain specialised fields by the four Scientific Units of the ODA. In

the past there has been a degree of ambiguity in the relationship between these

Units and senior management in HQe We therefore propose a clearer definition

of the responsibility of the HQ Under Secretary concerned in respect of the

Units, together with the introduction of certain improvements in management

procedures applying to the Units. In the case of TPI and COPR we propose that

a2 system of periodic scientific, technical and economic reviews by outside

experts should be introduced. We recommend an examination of the most appropriate

future role of LRDC. The DOS is included in the current programme of functional

scrutinies.

Resource Control.

38. The Permanent Secretary is responsible for the overall management and
organisation of the ODA and for ensuring that resources are used economically
and effectively. Measures announced by Ministers to reduce the overall levgl

of public expenditure, including expenditure on the aid programme and numbers

of civil servants, have reinforced the need for strong and effective arrangements

i i e
for the planning and control of resources, and this has been an important them

throuchout the Management Review.

39 The Principal ®inance Officer and the Principal Establishments Officer
D .
have key roles to play in support of the Permanent Secretary and we confirm

the present position whereby both report direct to him in respect of those

functions.

["inance.

A0, The role of the PFO has always been of central importance because of the
1ink between the planning and control of expenditure and the effective
administration of the aid programme, The link between policy and finance will
be further strengthened by our proposal that the PFO should be responsible




and other forms of aid which require a careful appraisal of relevant economic

for the Aid Policy Department. He is likely to be fully loaded as a result
and other factors in order to establish value for money in developmental terms,

Of tNnls new I"GSpOHSlblll ty Albhou}'i he would I‘elln nh h.l»_: pCI'Ulul 1 - ed”reﬂ’ fo[‘ E)['() pp

of EIFD following our proposals for new arrangements in the educational sector, t und iew by the Projects and Evaluation Committ Th
and kept under review by the Projects an nation Committee. e

he will retain responsibility for the Crown Agents and CDC. We do not resard
o i_"_ 2 . . - 3 . 3 - -
implementation of projects needs extensive co~ordination and monitoring in

the present organisation of administrative responsibility within ODA for these
both physical and financial terms to keep them on course and to ensure that

bodies as ideal and it should therefore be reviewed in the course of the next
year when more experience will have been gained of the working of the 1979 the overall country programme funds are managed and CORVZOLLL it DEMALY
way within the agreed Framework allocation. There have been certain weaknesses

Crown Agents Act and in the light of the outcome of the current interdepartmental
i ’ in control; +this is partly so because the actual expenditure of aid funds is

review of the CDC.
largely in the hands of other agencies, but project monitoring procedures have
41, Within the PFQ's finance organisation, the Head of Accounts Department e . i S
should report to the Head of Finance Department to bring together responsibility
for all financial and accounting procedures. The Chief Internal Auditor o R TR P T b

should continue to report to the PFO, but with a right of access to the PERSAEIe,, L Hiden a1es

a) the introduction later this year of detailed guidelines for the
geographical departments and Development Divisions in the physical

Accounting Officer in exceptional circumstances.,

42.  Financial Instructions should reconfirm the respective responsibilities and financial monitoring of project aid, with more concise situation

=

of line managers and the PFO for the scrutiny and control of the expenditure, reports to senior management;
on the basis of the following definition:
' b) improvements in the quality and timeliness of finamcial information
a) The financial procedures promulgated by the Finance Department by the progressive establishment of a computerised financial
and the PFO are prescribed on behalf of the Permanent Secretary, information systems,
to whom other managers c o e )
3 gers are accountable for operating them through We think it should be a task of the Policy Board to keep actual and projected
eir line hierarchy.
4 aid programme expenditure under review through the year.
b) The PFO has a clear responsibility to the Permanent Secretary to

monitor compliance with these procedures, 45. We have made certain other detailed recommendations relating to these

financial procedures, as well as to ex post evaluation, the operation of the

c) Those to whom authority to incur expenditure is delegated are
Aid and Trade Provision, and the arrangements in respect of grants from the

accountable via their line management hierarchy to the Permanent
Secretary for the discharge of the responsibility and use of the A e e et

authority placed on them. The responsibility of the PFO is to
advise the Permanent Secretary on these delegations and to moni for, Jaiowel Sanie

on his behalf, how the delegations are operating, 46, All line managers are responsible for ensuring that staff are deployed

and used as effectively as possible. A number of our recommendations including

43. The financial management of the bilateral aid programme is a complex task, in particular those as to the role of specialist advisers, the role and functions

involving a constant process of adjustment to match the deployment of the of Development Divisions and the reorganisation of responsibilities in the

programme to the available resources. The geographical departments are education, research and health sectors will further this objective. Senior

responsible for managing country aid programmes, which account for the bulk manazers have broader responsibilities for the planning and control of ODA's

of bilateral aid, These programmes are made up of a mixture of capital projects manpower resources as 2 wholece This requires arrangements which recognise

the interconnection between policy decisions and the use of administrative




- s . e
esources, and which determine priorities and allocate available staff in

accordance with them, The ODA has been developing its arrangements for this

purpose.

474 We propose two main changes. First, we recommend a more permanent

system for reviewing manpower requirements and deciding priorities for the
ODA as a whole. This would take the Form of an annual manpower budgeting
exercise linked to the PESC and Estimates cycle, with the following key ;

elements:

a) The Permanent Secretary, on behalf of Ministers, would lay down
broad guidelines for future staff totals, reflecting policy
priorities and indicating where changes in current staff deployment

might be sought.

b) In the light of these guidelines line managers would produce
statements of functions and forecasts for manpower for the years
in the Aid Framework. These statements would be consolidated by
Under Secretaries and Deputy Secretaries who would assess the effects
of the changes indicated in the guidelines and of ceasing other
functions of low priority. Heads of Advisory groups would similarly

report in respect of their groups and commands,

c) The PEO would, after any necessary consultation with Deputy Secretaries
and Under Secretaries, submit the consolidated returns to the
Permanent Secretary together with his advice on options and
identifying any problems of matching plans to the original guidelines.
After consideration by the Permanent Secretary and the senior
management team, the results of the exercise would be submitted

to the Minister for his approval and would form the basis of the
ODA's returns to the CSD.

48, The work of Management Services, staff inspection and other assignment
staff would be associated with this system, with the PEO putting forward
proposals for specific studies, including functional scrutinies, fto be carried
out by these staffs in areas identified in the annual exercise as meriting
detailed attention. The PO should attend meetings of the Policy Board when

the issues under discussion have significant implications for manpower,

49. Secondly, additional provision is needed to monitor the internal manpower

implications of technical co—operation, given that a large proportion of the

ODA's headquarters staff and virtually all the staff of the Scientific Units

are engaged directly or indirectly in this Worke Puture TC activity therefore
has major implications for the deployment of staff resources. Among the new
tasks that we propose for Bilateral Co—ordination Department is specific
responsibility for the assessment of the likely implications of TC policy for
ODA's administrative and technical manpower, with particular reference to longer

term nriorities.

Manpower, and Responsibilities and Staffing ab Senior Levels,.

50, The Management Review has coincided with a period in which the Government
is secking considerable savings in administrative expenditure. We have
therefore looked for improvements in organisation and methods of working which
would also promote more effective and therefore more economical deployment of

gtaff.

51, Mollowing this work, and taking account in particular of the effect of
Jower levels of bilateral aid, it is possible to identify a number of savings

at senior levels in the ODA. These are set out in the paragraphs below.

Work is now in hand to determine the future staffing position at lower levels,
and among the advisory groups; specific figures are not yet available for these
categories., However, a combination of the reduced aid programme with general
requirements to reduce Civil Service manpower means that the ODA's complement,
including the Scientific Units, will have declined from 2,420 at 1 April 1979

to 2,224 at 1 April 1981, The target figure on staffing at 1 April 1984 is
1,906, The work of the Management Review has assisted in the identification

of specific areas where savings can be made.

52, At Assistant Secretary level, arrangements are already in train to reduce

the number of geographical departments from nine to seven. The Aid Policy
Department is additional, but DCD and ERCD disappear and a further department will
be disbanded as a result of the reallocation of responsibilities for research

and the Scientific Units. It was also decided earlier this year to withdraw

the Middle Bast Development Division. There is accordingly a net reduction of

5 Assistant Secretary posts, and in addition 2 Senior Economic Adviser posts

are saved in the reorganised economic service.

53 At Administrative Under Secretary level there will be a reduction of one

third in the number of posts, from 7% to 5, following the reorganisation on the
P ] ] g




‘l’ ‘l. ANNEX

bilateral and multilateral sides. In the new economic service the ODA wing COMPOSITION OF THE STEERING COMMITTEE
will now require a full, rather than a half, Under Secretary post and this will AND REVIEW TEAM

enable the number of Directors! posts (between Assistant Secretary and Under

Secretary) to be reduced from 3 to 1.
The Steering Committee was chaired by Sir Peter Preston, KCB, Permanent

54. Some uncertainties remain at Under Secretary level, particularly in Secretary of the Overseas Development Administration. The other members

respect of the posts of PFO and PEO, both of whom will continue to carry of the Committee were:~

other Under Secretary responsibilities. Though it has certain attractions

there are a number of major difficulties in the way of reallocating responsibilities Mr C W Fogarty CB Deputy Secretary, ODA
in order to combine the posts of PFO and PEO. The PFO is responsible for a Mr R S Porter, CB, OBE Deputy Secretary, ODA, and
large spending programme and therefore has a significantly heavier burden than Director Ceneral of Tconomic
g 3 i3 : lanni
is the case in other departments of a similar size. The PEO will be heavily Planning
involved with the Bast Kilbride dispersal which poses considerable operational Mr D L Pearson CB Deputy Secretary, ODA
and personnel management problems for the ODA; moreover, the forthcoming Sir Mward Youde KCMG, MBE Deputy Under Secretary of
examination of the arrangements for establishments and common services in the state, FCO
two wings could have implications for the PEO and his organisation. The Mr F R Barratt CB Deputy Secretary, Treasury
position will need further review in the light of that examination and of
; Ir R X Cunningham FRIC Chief Natural Resources Adviser, ODA
progress on dispersal.
Mr R M Evans CMG Assistant Under Secretary of
A State, FCO
Deputy Secretaries,
| Mr J B Pearce Under Secretary, CSD

5D The changes at Under Secretary level are far reaching and we have therefore

not thought it right at this stage to recommend further changes above that !
The Review Team was led by Mr N B Hudson, Assistant Secretary, ODA. The

level, Provided the new arrangements work satisfactorily, however, it may
full time members of the Team were:=—

prove possible to reorganise responsibilities at the top on the basis of 2

rather than the present 3 posts, including one professional economist post, at

il - - Mr C D Stevens Assistant Secretary, CSD

Deputy Secretary level. We accordingly propose that the position be reviewed

in a year's time. Mr J Fitch Senior Principal Psychologist, CSD
Mr M C McCulloch Principal, ODA

CONCLUSIONS «

T AN Miss M Exley Principal, CSD

564 The Management Review has taken place at a time of considerable change,

not only for the ODA and its relationship with the rest of the Foreign and Dr J M Healey, ODA, Mr F Krinks, CSD and Mr D E G Griffiths, CSD, joined

Commonwealth Office, but for the Civil Service as a whole. We have proposed the Team for certain aspects of the Review,

a significant degree of reorganisation and alterations in management procedures
and working methods. They will take time to implement fully, though we are
pleased to record that action is already being pressed in those areas where
Ministers?! decisions are already known. The Economic Relations Department

and the Aid Policy Department will both have been set up by the end of this

monthe
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10 DOWNING STREET

From the Private Secretary 13 March

/
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The Prime Minister has seen Sir Derek Rayner's minute
of 6 March, about the Rayner project covering the FCO/ODA

merger.

She is pleased to note the progress now being made towards
the practical integration of the two Departments. She would
like to be kept in touch with progress. She would in particular
like to see a further report at the beginning of the summer
Parliamentary Recess on the results of the further work planned
to eliminate overlap or duplication, as set out in pParagraphs
11-12 of Sir Derek's minute, and she would also like to receive
a report about the analysis of the common service functions
—~ this will presumably be available in April 1981 given the
31 March 1981 target date for completion.

The Prime Minister recognises that thoroughness is preferable
to haste in this exercise, but she hopes that the Foreign and
Commonwealth Secretary will keep up the momentum with firm
commitment to the most economical merger possible. She has noted
that the physical location of the various parts of the combined
office will be relevant to the effect of the results.

I am sending copies of this letter to Charles Humfrey
in Mr. Hurd's Office, Susan Unsworth in Mr. Marten's Office,
Clive Priestley (Sir Derek Rayner's Office) and David Wright
(Cabinet Office).

G.G.H. Walden, Esq.,
Foreign and. Commonwealth Office.




2 .HIME MINISTER

Here is a personal minute from
Sir Derek Rayner, covering a longer minute
circulated to interested colleagues on the
FCO/ODA merger.

Sir Derek was disappointed with this

project, and has pressed hard for Ministers

to go for more substantive changes. He has

made some progress, and suggests that you
should express continuing interest, to keep

up pressure.

I think that the response in para. 3 of
his minute is right. It should, iﬁ my view,

include something on accommodation. You

will only get the policy sections of FCO and
ODA thinking together if they are located
together.

—
il

May I give your response along the lines

of paras 3 and 4 of Sir Derek's minute?

11 March 1980 //
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t to your own views, I suggest that you authorise
or to Lord Carrington if you prefer, saying tha

you are glad to note progress towards the practical

St maa S a8 Al B0 and +h A e s e 1
integration of th ) and the ODA (paragraphs 8-10);

you would like to receive a second report in July or
results of the further work planned to

-

lap or duplication (paragraphs 1l and 12);

c. you would like { > a third report in April 1981
on the result of the ysis of the common service
.~ functions (paragra

1

d. while you welcome the thought that s*cﬂay rather than

h -dlaqd action is required (paragraphs 5-7), you would like
the momentum kept up and a firm commi Lmol’;t to the

ﬁconomicai merger possible (pe

on accommodation (paragraphs
he parts of main FCO
ODA which have the closed affinities should be most closely
co—-located.







PRIM [ISTER

THE MERGER F T E OndI“” AND COMMONWEALTH OFFICE AND THE
: OVERSEAS DEVELOPMENT
f the subjects included in the "Rayner
Some useful groundwork was done by a
fr C C W Adams (FCO, now on secondment
DﬁUGTtJOPt of Industry) and Mr M C McCulloch (ODA,
a dember of the ODA menagement review team).

I discussed these officials' report with Mr Hurd,
Marten, Sir Michael Palliser and Sir Peter Preston at
end of January. Given the umusual nature of the project
its implications for the machinery of government, I am
reporting the progress made to you. The terms of this
minute have been agreed with the Secretary of State, Mr Hurd

and Mr Marten.

1

A single department the main aim

3. The separate FCO and ODA wings of the new depariment

are directed at officialclevel by a Permanent Under Secretary
and a Permanent Secretary, the former being Accounting Officer
for the FCO Vote and the latter Accounting Officer for the

aid programme and its administration. The FCO wing is staffed
by some 1,600 Diplomatic Service staff and 1,600 Home Civil
Servants; a further 2,800 Diplomatic Service staff are in

Posts abroad. (These figures exclude the staff of the
Communications Division at Hanslope, the Passport Office and
GCHQ). The gross cost of salaries, allowances and general
expenses for these staff is some £85 million (1979-80 Estimates).
The ODA wing is staffed by 1,400 Home Civil Servants (excluding
the 900 in its scientific units). The net cost of salaries and
administration is £14 million (1979-80 Estimates).




4, Departmental Ministers take as the starting point your

wish that the Foreign and Commonwealth Secretary should be
Sunoorted in -"; 1is duties by a single department

and that the 1 £ ionship between foreign and aid
policies Sﬁauld 3 Vers; 1oue. This has already been achieved,
Moreover, the emphasis placed by Ministers generally on
economical admini tion i indicates that the best solution
would be one that clearly defined the functions to be carried
out on beha f the Secretary of State and proposed the slimmest
possible admini iratlon structure for them. The departmental
Ministers, ir hing the project, themselves had in mind the
question of 81 structure if we were stariing afresh".

Making deliberate rather than hasty progress

O. The starting point agreed, and the groundwork done,
departmental Ministers believe that the chief practical question
is how far and fast "integration" should be pressed. The main
practical considerations are that some of the staff of the

FCO and the Overseas Development Services belong to separate
services, HM Diplomatic and HM Home Civil Services
réggggtively, and are not readily interchangeable; that in

London they are now at present housed in separate offices (see

below); and that there is an important distinction between

making aid policy on the one hand and administering the aid
—_————

programme on the other.

6. The last of those considerations deserves a further word

of explanation. There are both links and differences between
aid and foreign policies, but the aid programme is unique among
the Secretary of State's responsibilities in that the ODA has to
manage expendiutre to an extent and in a way that FCO does not.

Ministers and I agree that thoroughness is to
provided that there are a timetable and
that the under-lying approach is

ur of integration consistent with the most




economical and effective use of staff resources. In
organisational matters of this kind, evolution is better than
revolution. Equally, however, there should be no preconceptions.
For example, in cases where it may be argued that there is
little overlap (eg the FCO's Economists and the ODA's Economic
Planning Staff), it is often possible to get a better use of
resources by bringing people together even if their work is

at first sight different.

Decisions already taken

8. Ministers have agreed that a single Aid Policy Department
should be set up (in the ODA wing). It will draw on FCO and

ODA staffs and will be responsible for general and specific
questions of aid policy and for the broad allocation of resources
within the aid programme. It will replace existing units of

both the FCO and ODA.

9. Ministers have also agreed that there should be similarly a
single Economic Relations Depariment (in the main part of the
CO) It will handle international economic questions, including

lorth/South relations.

10. The current management review of the ODA will make detailed
recommendations for the organisation and operation of these new
Departments by the end of next month.

Further work to eliminate FCO/ODA overlap or duplication

1

11. Reports will be made to Ministers in July on the matters
noted below. The means of analysis will include the ODA
management review and the Diplomatic Service Inspectorate. The
CSD's Staff Inspection and Evaluation Division is also available
to assist and I have suggested that it should be used to provide
an independent perspective where necessary and at the appropriate
time.
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will involve the Diplomatic Service inspectorial teams who have
already started a detailed inspection of FCO Administration
Departments which will be completed by the end of

(They are also working on separate surveys to

distribution of savings in the FCO main wing (up to

Lord Presiden

M

Thereafter they will
1e ODA which will be completed

These will be quantified in
: ragraphs 8-12 is complete.
mcﬂi 1l ] sters intend to ensure that these savings

maximim "?DS‘“

Accommodation

15. The FCO and ODA could not be housed together in any one of
their existing buildings. Housing in one place is not critical
to the success of a merger, but morereo-location that at present
' would very much help its efficient operation. As with other
departments in London, one might have to settile for a second best
o ’in which sections of the single department were housed separately

from the main HQ in Downing Street.

16. Some accommodation is expected to become available in
Richmond Terrace in 1? 4/85. This has been earmarked for
outlying FCO "main wing" departments but some ODA departments
could instead be brought closer to the centre. This will be
considered.
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MANAGEMENT - IN CONFIDENCE

CABINET OFFICE
70 Whitehall, London swia 2as  Telephone 01-§30X54# X5 233 8224

15 January 1980

Sir Peter Preston KCB

Overgeﬁs Development Administration ,2 Y

Eland House :

Stagc Place / y“ﬁ&;;U
London SW1

e’
MANAGEMENT BEVI EW

I have looked through the preliminary survey report cir-
culated by the team-and have skimmed the ‘preparatory notes on
the sclentlflc units. (If I may say so, the team are to be
congratulated on providing an ample opportunlty to read the
papers before the meeting on 17 Jamuary.)

2% This is to offer comments on three things, the possible
implications of my letter to Mr Hurd of 8 Jamuar he FCO/ODA

merger; on the report itself; and on its B0331gle implications

for the scrutiny programme, to which Clive riestley's letter of
10 December to the Forelgn Secretary's private secretary refers.

The FCO/ODA merger

3. My letter to Mr Hurd suggested that there were several

issues which the "Rayner Ero%ect" had addressed but with which

it had been unable to dea hat they required further study

%ﬁd that the management review mlght be a suitable means for
is.

4, I see that aph 10.2 of the report says that Ministers
have considered t e A ams/McCulloch report and that their "con-
clusions" have been taken into account in planning the main

stage studies of aid policy and of bilateral aid.

. I assume that these "conclusions" are €r0v151onal in the
sense that Ministers have not yet discussed the Adams/McCulloch
- report with me. However, I feel no great difficulty over the
"policy" stud{ in the man ement review team's paragraph 10.3.
seems wholly sensible to take the few weeks suggested by the
%rellmlnarg survey report (mld—January to mid-March) to think
hrough and to design the two "single" departments dealing with
Aid Policy and Economlc Relations. And I very much agree with
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the team's view that they would have to range outside the ODA
proper in order to do this work. :

6. On bilateral aid (Earagraph 10.4), I agree with the pro-
position that there should be further work on the roles a
orgenisation of the ODA geographical departments, the Develop-
ment Divisions and the advisory staffs. I very much hoBe, how-
ever, that this will extend beyond the ODA end of FCO/ODA work-
in% relationships on aid. In the light of my letter to Mr Hurd,
I think that the team should be tasked to identify and make
recommendations on overlap between those separate” and several
functions of both wings of the Department haying to do with
advice to the Foreign Secretary on aid and the Implementation
of the aid pro§ramme on his behalf. I also think that it would
be verg helpful:to consider the way in which aid projects are

e .

manag :
Comments on the text of the preliminary survey report

s Subject to what is said below about the Directorate of
Overseas urvegs, I think the recommendations made in paragraph
10.5 for a study of the management of the Scientific Units an
the outhoused units and for a factual survey of the administra-
tion of technical co-operation reasonably sound. However, I
find the description of the ¥ro€used work on the latter in para-
graphs 8.23 and 10.6 rather tentative; perhaps the steering
commi ttee can sharpen up the issues on which the team shoul
concentrate?

8. I think the references in gagaﬁraphs 10.7 and 10.8 to a
efe

structural stud¥ sound, not leas rring the specification
of the remit until the outcome of earlier studies is apparent.

D That remark of course relates to a management review of
the ODA as it is now. It is qualified b{ the references in my
letter to Mr Hurd to an analysis of overlap between the FCO and
ODA in areas other than aid golicy and its imﬁlementation. But
I do not take the view that that analysis would necessarily have
to be carried out within the period of the management review.

10.  The best glan might be a two-stage one. It might be pre-
ferable to treat as the first necessity establishin% the nature
of the primary functions tobe discharged by the combined depart-
ment on behalf of the Foreign Secretary (ie policy and execution)
and the most economical and effective way of organising these;
and to treat as the second necessity, to be addressed next, the
implications of this for such secondary functions as common
services.

dd. It would however be essential, in the work covered by the
team's recommendation in paragraph 10.8, to avoid the implication
that the "main organisational framework of the ODA" was an
inviolable entity. And I would hope that this study would consider
how resource planning and control should operate in” the aid wing
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as it emerges from the "policy" and "bilateral aid" studies
recommended in paragraphs 10.3 and 10.4.

12. I have set out in the attached note some points which
struck me on reading through the rest of the report.

The scrutiny programme

13. Clive Priestley's letter of 10 December records the
Prime Minister's view_that it would be appropriate to under-
take a scrutiny as well as the managemen% review and her
aﬁreement with the Foreign Secretary's suggestion that the
choice should be made in consultation with me after the pre-
liminary survey. The Prime Minister thought too that the
Directorate of Overseas Surveys might provide a suitable topic.

" 14, Perha¥s we can discuss this. My own provisional view is
that the extension of the management review in the way I" have
su%gested together with the analysis of the "non-aid" overlap
between the FUO and ODA, might provide sufficient radical and
searching questions for the ODA, and to some degree, for the
FCO in coming months.

15. I should qualify this in respect of the Directorate of

Overseas Surveys (Annex C of the Pre%aratory Study). I kmow

nothing about the DOS other than what I have read in these
apers. The main relevant points which struck me were these.
irst, I note that the dispersal programme caused staff
instaﬁility, whose effects are expected to persist for some

time (paragraph 8, p.50); secondly, I note that there have

been two (as 1t appears) "machinery of government" reviews,

in addition to the dispersal exercise in 1971 and 1977. I

can see that there is some force in the view that the DOS has

been worked over enough in recent years, but the Prime Minister's
concern related less fo its size or its character as an institu-
tion than to the way in which its services to the Land Resources

Development Centre, the ODA_and others are costed. In reporting

back, I shall need to be able to say something convincing about
the costing of services.

16. As you are meetin% on Thursdig, I am taking the liberty
0

of copying this letter Sir Edward Youde, Mr Barratt, Mr Pearce

and Mr Hudson.

Lot
/ va/{
Derek Rayner

Enc: Comments on the preliminary survey report




COMMENTS ON THE ODA MANAGEMENT REVIEW PRELIMINARY SURVEY REPORT

ITTI Organisation of Policy Formulation and Review

13 I am very interested by the references in paras. 3.5-3.7
to lack of clarity over the Finance and Economic Planning Staff
roles. I hope that the team's work in their policy study
(para. 10.3) will help to establish the correct balance of
responsibilities as between the central finance, EPS and admin-
istrative department roles.

e I do not know how big an Economic Planning Staff the ODA
needs. The present one seems large. No doubt the policy,
bilateral aid and top structure studies will throw light on
this.

3. The gnonymity of the remarks from outside the ODA (para.
3.11) is vexing; it is hard to know what weight to attach to
them.

IV The bilateral aid programme

4, I suspect that identifying unproductive work (para. 4.3)
is going to be one of the main themes of this Government's
policy on efficiency and waste. If there is a justifiable
doubt about the "country papers', perhaps the simplest course
is to try doing without them.

O, I was interested in para. 4.4's references to the use of
geographical department staff and to their relationships with
professionals and also in para. 4.6's and para. 4.8's reference
to the use of FCO and ODA staff abroad. I think there are three
themes here, first clarifying the nature of the task in hand

and the contributions to be made to it by different staff,
second, pushing responsibility for doing the work as far down
the hierarchy as it will go, and third, getting the work done

by as few people as possible.




. 6. I found paras. 4.10-4.17 on Advisers especially interest-
ing. They raised in my mind not only the questions just stated,
but also the questions

a. How does one know whether aid projects are effect-
ive (para. 4.10)%

b. Why can't professional staff run projects or have
responsibility for departments (para. 4.14 and 4.17)7%

C. Why are respective responsibilities unclear?

fi% Similar points occur in section V (the multilateral aid
programme). . .-

VI Finance (and Annex F)

8. I note that the team have reservations about inhibitions
on effective financial management.

9% I also see that in para. 21 of Annex F the ODA is said
to have "well developed appraisal procedures", presumably in
the bilateral aid area, but apparently "much less rigorous"
procedures in technical co-operation and multilateral aid.

10. The team do not propose a study of financial control
per se. I would in general prefer management reviews to
include a study of financial control as it works in practice,
but this is of course for the Minister to decide in the light
of the advice given him by the steering committee. If the
ODA review does not include a study specifically of financial
control, I hope that the steering committee would nonetheless
take a view of all the evidence available to it on financial
management, since the ODA's responsibility for the Aid Prog-
ramme is represented as the main justification for having a
separate Administration, and that the evidence included some
practical illustration of financial control at work.




11. For the purposes of that "illustration", I think that a
few case studies showing how the existing arrangements for
planning, control and evaluation actually work would be helpful
and it may be for consideration whether, if necessary, the team
should be extended to enable such studies to be provided.

12. I see that the Chief Internal Auditor reports to the PFO
rather than (as I would prefer) to the Accounting Officer and
that the team has the impression that all is well, despite their
further impressions that there is delay in implementation and
uncertainty about the IA and Management Services roles (Annex F,
paras. 27 and 28).

13. Given the size of the Aid Programme (Annex F, para. 1)

I think the IA Unit small. The steering committee should, I
suggest, satisfy itself that the Unit is appropriately staffed
and led and that it works effectively.

VII Menpower and Personnel Management

14. I should make a general comment on some Departments®
tendency to refer to themselves as "small" (para. 7.4).

15. = The ODA consists of 2,500 people, some of them very
highly qualified (Annex C, Table 3). The anmual cost to the
taxpayer is £14m (Annex F, p.1). While the ODA may be small
compared with the DHSS, say, it still represents a veyy sub-
stantial commitment of manpower.

16. I think the conclusion on personnel (para. 7.16) diffident,
and I am not very happy that. the team propose no manpower study
per se (para. 7.17).

17. I doubt whether the suggestion for the Organisation Depart-
ment to resume the old practice of making line managers review
their objectives and staffing requirements anmually (para. 7.6),
would be sufficient in itself. Presumably that practice fell
into disuse because it was cumbersome for line management and




ment of central
recommended,

ineffective (for whatever reason
control. It seems to me that th
could only be justified as an integral, usable and useful
part of a control system. So the question is perhaps what
arrangements. that system would con L how

work,

n)

_I

18. This is relevant to the treatment of the audit machinery
in paras. 7.8-7.10. Should it be accepted that "the cyclical
programme of inspections can only provide a periodic audit of
the use of manpower" (para. 7.8)? VWhat does CSD mean when it
says that "generally [it has] no major misgivings ...... about
domestic staff - inspection in ODA" (para. 7.9)? TWhat do the
team mean when they say that they "think ........ that the PEO
may wish to consider the scope for strengthening the [staff
inspection] team" (para. 7.9)?

19. I see that the role of the PEO will be considered during
the structural study. That will be helpful, but I suggest that
the steering committee might also interest itself in the instru-
ments he and line management will be using. I myself would like
to see in operation a policy for making the best use of the

staff needed and progressively reducing the number needed, along-
side a requirement that heads of department should know what
their units cost and should account for their use of resources.
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ODA MANAGEMENT REVIEW also copy of

1. I attach the MR team's Ereliminary survey report and
its "greparatory” report on the Scientific Units. They are
for Steering Committee discussion on 17 January.

s I also attach a draft letter to Sir Peter Preston,
addressed to the "Rayner project" and the scrutiny pro%ramme,
as well as to the content of the reports attached and to the
team's proposals for the main stage. This is self-explanatory.
(Afcopy of)your letter of 8 January to Mr Hurd is attached for
reference.) -

3. Comments on the text of the preliminary survey report,
for enclosure with the draft letter to Sir Peter Preston,
follow immediately behind ift.

4, If the Treasury or CSD wish to comment on the draft letter,

it would be helgful 1f they did so on Monday, so that we can

%et the letter to Sir Peter Preston in reasonsble time for
hursday's meeting.

C PRIESTLEY

11 January 1980

Encs: Preliminary Survey Report
Preparatory Study of the Four Scientific Units
Draft letter to Sir P Preston
Comments on report
Copy letter to Mr Hurd




DRAFT OF 11 JANURY 1980
MANAGEMENT - IN CONFIDENCE

Sir Peter Preston KCB

Overseas Development Administration
Eland House

51 Place

London SW1

cc Sir Edward Youde, KCMG OBE
FCO

F R Barratt Esq, CB HMTsy
J B Pearce Esqg, CSD
N B Hudson Esq, ODA

MANAGEMENT REVIEW

1. . I have looked through the preliminary survey
report circulated by the team, who, if I may say so,
are to be congratulated on giving those concerned an
ample opportunity to read it before the meeting on

17 Jamuary. * I have also skimmed the preparatory notes

on the scientific units.

o May I offer you comments on three things , the
implications of my letter to Mr Hurd of 8 January on
the FCO/ODA merger; on the text of the report; and
of the implications of the report for the scrutiny

programme, to which Clive Priestley's letter of

10 December to the Foreign Secretary's private secretary

refers?
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The FCO/ODA merger

3. My letter to Mr Hurd suggested that there were
several issues which the "Rayner project" had addressed
but with which it had been unable to deal, that they
required further study and that the management review

a
might be/suitable means for this.

4, I see that para. 10.2 of the report says that
Ministers have considered the Adams/McCulloch report

and that their "conclusions" have been taken into
account in planning the main stage studies of aid policy

and of the organisation and management of bilateral aid.

0. I assume that these "conclusions" are provisional
in the sense that Ministers have not yet discussed the

Adams/McCulloch report with me, but I feel no great

difficulty over the "policy" study in the management

review team's para. 10.3. It seems wholly sensible

to take the few weeks suggested by the preliminary
survey report (mid-January to mid-March) to think
through the implications of and design the two "single"
departiments dealing with Aid Policy and Economic Relations.
And I very much agree with the team's view that they
would have to range outside the ODA proper in order to

do this work.

6. There is a difficulty about the study of the

organisation and management of bilateral aid, as proposed
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in para. 10.4. While I agree with the proposition that
there should be further work on the roles and organisation
of the ODA geographical departments, the Development
Divisions and the advisory staffs, as the team recommends,
it is not clear how far this would extend beyond the ODA
end of FCO/ODA working relationships on aid. In the

light of my letter to Mr Hurd, I would like to think

that the team would be tasked to analyse and make

recommendations on those separate and several functions

of both the foreign policy and overseas development

wings of the Department bearing on the provision of

advice on aid to the Foreign Secretary, the implementation
of the aid programme and UK relationships with developing
countries. In other words, I would not like to think

that the steering committee and the team felt constrained
to take as the starting point for their analysis of the
overlap issues merely the "two joint geographical
departﬁents" recommended by the Adams/McCulloch report;

I would prefer a fresh start on this front, taking the

"Rayner project" report as just one input.

Comments on the text of the preliminary survey report

749 Subject to what is said below about the Directorate
of Overseas Surveys, I think the recommendations made in
para. 10.5 for a study of the management of the Scientific
Units and the outhoused units and for a factual survey of
the administration of technical co-operation reasonably

sound. However, I find the description of the proposed
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work on the latter in paras. 8.23 and 10.6 rather
tentative; perhaps the steering committee can sharpen

up the issues on which the team should concentrate?

8. I think the references in paras. 10.7 and 10.8

to a stﬁdy of top structure sound, not least deferred
the specification of the remit until the outcome of
earlier studies is apparent. This remark of course
relates to a management review of the. ODA as it is now.
The references in my letter to Mr Hurd to an analysis
of the degree of overlap between the FCO and ODA in
areas other than aid policy and its implementation are
relevant, but I do not take the view that that analysis
would necessarily have to be carried out within the

period of the management review. It might be preferable

to treat as the first necessity establishing the nature

of the primary functions to be discharged on behalf the
Foreign Secretary (ie policy and execution) and the
most economical and effective way of organising these;-
and to treat as the second necessity, to be addressed

next, the implications of this for the nature and

organisation of such secondary functions as personnel
management and common services. - It would however be
essential, in the work covered by the team's recommend-
ation in para. 10.8, to avoid the implication that the
"main organisational framework of the ODA" was an

inviolable entity.
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Q. I have set out in the attached note some points

which struck me on reading through the rest of the report.

The scrutiny programme

10.  Clive Priestley's letter-of 10 December records

the Prime Minister's view that it would be appropriate

to undertake a scrutiny as well as the management review
and her agreement with the Foreign Secretary's suggestion
that the choice should be made in consultation with me
after the preliminary sufvey. The Prime Minister

thought too that the Directorate of Overseas Surveys .

might provide a suitable topic.

11.  Perhaps we can discuss this. [ My own provisional
view is that the extension of the ﬁénagement review in
the way I have suggested, together with the subsequent
analysis of the "non-aid" overlap between the FCO and
ODA, would provide sufficient radical and searching
questions for the ODA, ‘and to some degree, for the FCO

in coming months.]

12. [I should qualify this by reference to the Director-

ate of Overseas Surveys (Annex C of the Preparatory
Study),] I know nothing about the DOS other than what

I have read in these papers. The main relevant points
which struck me were these. First, I note that the
dispersed programme caused staff instability, whose effects

are expected to persist for some time (para. 8, p. 50);
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secondly, I note that there have been two (as it appears)
"machinery of government" reviews in addition to the
dispersal exercise, in 1971 and 1977. 1 can therefore
understand the view that has been put to me that the

DOS has been worked over enough in recent years, but

the Prime Minister's concern related less to its size

or its character as an institution than to the way in

which its allied services to the Land Resources Develop-

ment béﬁtre, the ODA and others are costed. In reporting
back, I-should need tobe able tosay something convincing

about the costing of services.
13.  As you are meeting on Thursday, I am taking the

liberty of copying this letter to Sir Edward Youde,
Mr Barratt, Mr Pearce and Mr Hudson.

Derek Raymer

Enc: Note on the preliminary survey report




COMMENTS ON THE ODA MANAGEMENT REVIEW PRELIMINARY SURVEY REPORT

IIT1 Organisation of Policy Formulation and Review

Lia I am very interested by the references in paras. 3.5-3.7
to lack of clarity over the Finance and Economic Planning Staff
roles. I hope that the team's work in their policy study
(para. 10.3) will help to establish the correct balance of
responsibilities as between the central finance, EPS and admin-
istrative department roles; as there is, I note, to be no
study of financial control per se, what might help in this,

and with the study of bilateral aid (para. 10.4) and subsequently
of the top structure (para. 10.8), would be a case study or two
showing how the existing arrangements for planning, control and
evaluation actually work. :

e I do not know how big an Economic Planning Staff the ODA
needs. The present one seems large. No doubt the policy,
bilateral aid and top structure studies will throw light on
this.

3. The anonymity of the remarks from outside ODA (para. 3.11)
is vexing; it is hard to know what weight to attach to them.

IV The bilateral aid programme

4, I suspect that identifying unproductive work (para. 4.3)
is going to be one of the main themes of this Government's
policy on efficiency and waste. If there is a justifiable
doubt about the "country papers", perhaps the simplest course
is to try doing without them.

Oe I was interested in para. 4.4's references to the use of
geographical department staff and to their relationships with
professionals and also in para. 4.6's and para. 4.8's reference
to the use of FCO and ODA staff abroad. I think there are three
themes here, first clarifying the nature of the task in hand

and the contributions to be made to it by different staff,




second, pushing responsibility for doing the work as far down
the hierarchy as it will go, and third, getting the work done
by as few people as possible.

6. I found paras. 4.10-4.17 on Advisers especially interest-
ing. They raised in my mind not only the questions just stated,
but also the questions

a. How does one know whether aid projects are
effective (para. 4.10)?

b. Why can't professional staff run projects
or have responsibility for departments (paras. 4.14
and 4.17)%"

Ce. Why are respective responsibilities unclear?

e Similar points occur in section V (the multilateral aid
programne) .

V1 Finance (and Annex F)

Ba I note that, despite their reservations about the inhibit-
ions on effective financial management, the team do not propose
a study of financial control per se.

Oe I do not object to this, provided thatsat some stage the
steering committee can take a view of all the evidence available
on financial management in the round, since the ODA's responsi-
bility for the Aid Programme is represented as the main justifi-
cation for having a separate Administration (see also para. 15
below) and that the evidence includes some practical illustration
of financial control at work.

VII Manpower and Personnel Management

10. I should make a general comment on some Departments'
tendency to refer to themselves as "small" (para. 7.4).




11. The ODA comsists of 2,500 people, some of them very

highly qualified (Amnnex C, Table 3). The annual cost to the
taxpayer is £14m (Annex F, p.1). While the ODA may be small
compared with the DHSS, say, it still represemts avery substantial
commitment of manpower.

12. I am not very sympathetic with the suggestion that the
Organisation Department should resume the old practice of meking
line managers review their objectives and staffing requirements
annually (para. 7.6). What was the effect of this when it was
done before, and why was it discontinued? I would rather see
the establishment of a policy for meking the best use of the
staff needed-.&mrd progressively reducing the number needed,
than an essentially paper exercise as before, alongside a
requirement that heads of department should know what their
units cost and account for their use of resources.

13. Thisis relevant to the treatment of the audit machinery
in paras. 7.8-7.10. Should it be accepted that "the cyclical
programme of inspections can only provide a periodic audit of
the use of manpower" (para. 7.8)? What does CSD mean when it
says that "generally [it has] no major misgivings

domestic staff inspection in ODA" (para. 7.9)? What do the
team mean when they say that they "think that the PEO
may wish to consider the scope for strengthening the [staff
inspection] team"  (para. 7.9)? '

14. I am not happy that the team propose no manpower staff
per se (para. 7.17). I also think the conclusion on personnel
(para. 7.16) diffident. I believe that the steering committee
should be in a position to satisfy itself by the end of the
review about the points I mention in paras. 5, 6 and 12 above.

Annex F (Finance and Accounting)

15. I see that in para. 21 the ODA is said to have "well
developed appraisal procedures", presumably in the bilateral
aid area, but apparently "much less vigorous" procedures in
technical co-operation and miltilateral aid (para. 21). Those




two points make it all the more important that the steering
committee should satisfy itself that the arrangements for
financial control are sound by reference to some study of
it in operation.

16. As for Internal Audit (paras. 27 and 28), I see that the
Chief Internal Auditor reports to the PFO rather than (as I
would prefer) to the Accounting Officer and that the team has
the impression that all is well, despite their further impress-
lons that there is delay in implementation and uncertainty about
the IA and Management Services roles.

17.  Given-the'size of.the Aid Programme (Annex F, parz.l)

I think the IA Unit small. The steering committee should, in
my view, satisfy itself that the Unit is appropriately staffed
and led and that it works effectively.
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1//%HE MERGER OF THE FCO AND THE FORMER ODM

< £5 When you wrote to me on 6 July, you said that the "Rayner
project" was an ambitious one with considerable implications for
the machinery of government and the future management of the aid
programme. I very much agree. You also kindly said that you
looked forward to receiving my "guidance™.

2 This letter contains my comments on the report by Messrs
Adams and McCulloch, with whom I had a very useful and interest-
ing talk about their initial draft towards the end of October.

I should make it clear however that I have little direct know-
ledge of either the FCO or the ODA and that my "guidance" can
therefore hardly consist of suggestions as to matters of detail.
Iy main personal experience over the last 10 years or so has been
that the FCO's industrial and commercia¥ work has been improved
out of all recognition, which suggests that things can be made to
change and do change over the years. The other points I have had
in mind in reading the report are these.

Do It is obviously the Government's wish that the Foreign
Secretary should be supported by a single Department in carrying
out his responsibilities, including overseas development, and

that the operational relationship between foreign and aid policies
should be very close. As I understand it, the ODA is now part of
the FCO and so I do not know what significance to attach to the
statement in paragraph 2 on page i that the ODA is a "subordinzate
but administratively autonomous unit within the FCO", as opposed
to the statement in Circular 0 93/79 (paragraph 7) that it is
"self-contained for administration purposes".

4, Secondly, the organisation of the "single department" is

very much a natter for Ministerial judgment, but the emphasis
placed by Ministers generally on economical administration suggested
to me that the optimum solution would be one which clearly definea
the functions to be carried out on behalf of the Secretary of

State and proposed the slimmest possible administrative structure
for them.




s Thirdly, while recognising the important differences
between the FCO and ODA regimes, not least those between what

is required of Diplomatic Service staff on the one hand and of
Home Civil Service staff on the other, the analysis should have
in mind that question in the terms of reference about "the ideal
structure if we were starting afresh". (This matches your refer-
ence to an "ambitious" project.)

6. Finally, one need not envisage that extensive re-organis-
ation, should that be the outcome, must be introduced overnight.
Time would be needed and should be allowed.

T Against that background, what follows should be seen as
the comments of the devil's advocate.

General

8. I thought that the report contained some good work and
some sensible proposals, but that it was too much the prisoner
of the existing organisation and that its treatment of the cost
of administration was somewhat limited. However, the authors
had a very large job to do in a very short time znd I recognise
that the need to produce an agreed report, likely to commend
itself to the FCO and the ODA, was and was bound to be at the
front of their minds. As a result, I think that the report
should be regarded as a useful but necessarily limited review
of the issues and that while it should be possible to agree on
some of its recommendations now it would be wrong to regard it
as a definitive treatment of the issues.

Comments on principal recommendations

9. I comment below on the preference for Option C ("closer
integration”) as against Option D ("complete integration").
Here I deal with the points set out in paragraph 13 (a) and (b)
on page vi and more fully in paragraphs 13.2-13.7, 13.9 and
13.10 on pages 38-40.

10. I agree with the proposals at 13 (a) i-iii for single

Aid Policy and Economic Relations Departments and for consequen-
tial adjustments in the ODA's Development Co-ordination Depart-
ment and the FCO's Trade Relations and Export Department. The
suggested timing is "as soon as possible"”, but I hope that a
reasonably short timetable can be set as part of the "proposed
action" document (with which I deal belowg

o i ™ I note that the three United Nations Departments should be
co-located eventually (paragraph 13(b)i) and have read the brief
discussion in paragraphs 5.19 and 5.20. The treatment of the
possible rationalisation of these Departments is not conclusive;
I cannot help feeling that it should be possible to simplify the
structure for handling UN business in -a more closely integrated
organisation.




12 Similarly, I note that it is proposed to reduce the four
Information Departments to two "joint" Departments "eventually"
(paragraph 13(b)ii and paragraphs 5.24-5.26). Timing is obviously,
related to such other factors as accommodation, but I suggest ‘
that "eventual” rationalisation should be expressed in more |
definite terms. |

124 I note that the savings attributable are estimated at 11 i
posts and some £114,000 (paragraph 6.1 and Annex N). They are
welcome, if much more modest than I had supposed possible. I
agree that a full staff inspection would be needed and I suggest
(this is my suggestion, not the CSD's) that the Civil Service
Department should be associated with it to provide an independent
view. :

Comments on organisation generally

14 The report recommends that two further single geographical
Departments should be established on an experimental basis
(paragraph 13(c) on page vi, paragraphs 5.42-5.48 on pages 22-25
and paragraph 13.8 on page 40). I do not regard this as a

robust solution in that particular area and there are other areas,
not I think sufficiently considered in the report, in which it
seems to me that there could be sizeable scope for improving
efficiency and reducing costs. I should be grateful if you
would kindly consider the following points.

152 The recommendation concerning geographical departments
has obviously to be seen against the background of the report's
rejection of "total integration" (Option D). Forgive me for
saying that the coarse outsider would undoubtedly see the
rejection of Option’D and the tentative recommendation of more
experimental joint departments as the bureaucrat's solution.
The report comments here and there on arrangements before 3 Nay.
It reflects, naturally and fairly enough, the different points
of view of staff in the FCO and the ODA. But it has great
difficulty in reaching a conclusion freed from the fact that
there are at present two institutions and two sets of staff.

16. Some of the main characteristics of the existing separate-
ness which stuck me and pointed me towards at least testing a
more radical view were these:

a. If there are links between aid policy and foreign
policy, I recognise that there are also major differences
between them. But the aid function is now vested in the
Foreign Secretary, and it is pPlainly the intention that
this should be marked by new arrangements affecting both
policy formation (where the single aid policy Department
recommended in the report will be important) and admin-
istration.




I very much recognise the need for effective control
half of the Foreign Secretary of the money to be dis-
aid programmes and the fact that the ODA is
aging expenditure to an extent and in a
way that FCO is not. The logic of this seems to me to
official responsible for the aid
I mbined De i
the Foreign Secretary's counts
Committee. But one need not conclude that the only way of
expressing this in organisational form is an Administration
headed by a full Permanent Secretary.
e. I found the discussion of FCO/ODA working relationships
in paragraphs 2.26-5.%8 and elsewhere very interesting.
Paragraphs 7.1 and 10.2-10.4 seemed to me especially val-
uable and persuasive. The implication of the former is
that the deepened "contact and co-operation" between the
FCO and the ODA coul ; i

FCO and 0ODA apart, d
report for joint pol

A7 In addressing myself to Option D (paragraphs 11.1-11.6)
therefore I began with the view that continued separateness must
carry with it at least some costs, in terms of both duplication
of services, working relationships less effective than they might
be and, as thereport Says in paragraph 40,2 2" Tact opportunity".
The report is not informative on costs, since it concentrates on
aid and economic relations administration (paragraphs 2.12 and

so that I cannot deal with actual cost data which would

brighter light on the extent of duplication and overlap
between the FCO and’ ODA, on both aig natters and matters of more
commonplace administration. However, simply looking at the
organisati i F, I am impressed by the fact that

ch equip themselves to undertake the following

functions, as well as the policy, geographical and other functions
dealt with in the report:

Economic Planning Staff (ODA) /Economists (Fco)

Establishments & Organisation (ODA)/Relevant parts of
the Chief Clerk's organisation (FCO)

& Technology, Health & Natural Resources (ODA)/
Science & Space, Maritime, Aviation & Environ-

ice
Nergy,
ment (FCO)

Financial staffs other than those covered by the report
(ODA and FCO, eg Internal Audit)

18. The treatment of such functions in the report is slight,
as indeed is the discussion of Option D. I am not an "all or
nothing" unification man, but I am bound to say that paragraphs
11.1-11.6, while helpfully bringing out some of the main points
to be considered, do not provide a model of organisation which




one can test on cost or other criteria. I agree with the
assumption that unification would make for some important
structural changes (paragraph 12.%, Option D) and that its
implementation should be well timed (paragraph 11.5),but

I think that the criteria selected for judging the options
(paragraph 12.2) are insufficiently cost-conscious and that
the reference to adverse effects on staff (paragraph 12.3)
is too deferential to the legitimate interests of the staff
associations in preserving the status quo.

19. The different difficulties of separate staff regimes

and separate accommodation have some force, although I suspect
that they can be over-played, but I am left with a strong feel-
ing that the compromise solution of experimenting with two more
single geographical departments avoids the main issue and is not
the best way forward.

20. I see the main issue as how best to organise the functions
now combined under the Foreign Secretaryin a single framework.
This appears to have two parts - first, the degree to which the
FCO and ODA duplicate and overlap each other on aid policy at
points not covered by the Report's recommendations and, cecond,
the degree to which they also do so in such non-policy arcas as
economic, scientific and common services. This second paxrt, of
course, carries with it implications for the scale of the staflf
the Foreign Secretary needs.

Next steps

s I think it would be helpful to discuss this letter and

the report, with a view to letting the Prime Minister know this
month what is to happen next and therefore with a view to agree-
ing on a "proposed action" document on the measures to be taken
subsequently. May I suggest that the agenda might be as follows?

2. To settle on those decisions which can be taken now.

b, To settle how work on aid overlap/duplication can
best be carried forward. I suggest that the team's geo-
zraphical recommendations should be subsumed in a wider
study of the interface between FCO and ODA on aid and the
UX's relationships with developing countries. I assume
that it would also be necessary to take into account the
relationship between the FCO/ODA and other Departments
in these matters. One possibility might be to adapt the
Mznagement Review of the ODA, which is now considering
wizat work should be done during its main stage, to cover
thiese issues.

Ca To settle how the remaining "overlap/duplication”
icsues (paragraphs 17 and 18 above) should be handled.

Some would no doubt fall within the work I envisage in

b. above, but others (notably perhaps on the support

armd common services fronts) would at first sight warrant

a study geared to the possibility of establishing a FCO/CDA




"fully merged" to take effect at about the time that
Richmond Terrace becomes available to house what is
left of the ODA in TLondon (report, paragraphs 2.11
and 11.6). (I should make it clear however that I do
not regard housing in one place as critical to the
success of a merger, desirable though it would be;

as with other departments in London one might have to
settle for a second best in which sections of the
department were housed apart from the main building,
or even next to it.)

22 I am copying this to the Foreign Secretary and also to
the Minister for Overseas Development, Sir Mfichael Palliser,
Sir Peter Preston and Messrs Adams and MeCulloch whose appli-
cation and hard work I am glad to acknowledge.

P it 1~

ol L

Derek Rayner
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ADMINISTRATION IN CONFIDENCE

10 DOWNING STREET

From the Private Secretary 6 July, 1979.

%AW / f“‘"‘//
Management Review of ODA

Thank you for your letter of 15 June with further
information about the ODA Management Review.

The Prime Minister remains sceptical about the value
of management reviews, but has now agreed that the two
currently planned should go ahead. She has discussed this
with Sir Ian Bancroft and Sir Derek Rayner, and those who
are responsible for the management review within the Foreign
Office should be in contact again with CSD to see whether
Sir Ian Bancroft wishes to modify the formal of the review
in any way following his discussion with the Prime Minister,
The Prime Minister has also asked that Sir Derek Rayner
should be kept in touch with the progress of the review,
which is complementary to the Foreign Office Rayner project.

I am sending copies of this letter to David Laughrin
(Civil Service Department), and Clive Priestley (Sir Derek
Rayner's Office).

LW.AS AN

ST ke ﬂ%@

Paul Lever,Esq.,
Foreign and Commonwealth Office.

ADMINISTRATION IN CONIFIDENCE
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CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SWIA 2AZ

Telephone 01 273 5400

Gce
Sir Ian Bancroft K€B

Head of the Home Civil Service

M A Pattison Esq

Private Secretary to the Prime Minister

10 Downing Street

London SW1 29 June 1979

b&( Mk,
MANAGEMENT REVIEWS

When you telephone me today you asked for some more information
about the proposed management reviews of MAFF and ODA.

23 In his letter of 15 June about the ODA review, Paul Lever (FCO)
referred to the origins of the current management review programme
and explained briefly the way in which they are carried out.

3 s he said, their primary purpose is to help a department to
improve the effectiveness and efficiency of its internal organisation
and management. They are run as a joint operation between the
department under review and the CSD. They have provided an important
opportunity for the CSD as part of its wider responsibilities in
relation to the management of the civil service to examine with
departments their organisational structure and main management systems
to ensure that these are in a gsound condition and that improvements
are made where these are needed.

4. Each review results in a report to the Minister in charge of
the Department and to CSD Ministers and is supervised by a Steering
Committee under the chairmanship of the Department's Permanent
Secretary. The composition of the Steering Committee has varied
from review to review, but it usually consists of the most senior
officials in the department, a member of the CSD (and recently a
representative of the Treasury as well) and one or more members from
outside the Service. Sir Derek Rayner served as a member of the
Steering Committee for the reviews of the Ministry of Defence and

of DHSS (which are two of the dozen reviews completed so far).

S The work of the reviews is carried out by a review team, led

by an Under Secretary or Assistant Secretary (depending on the size
of the department), together with other members of the department
and staff drawn from the CSD's division which carries responsibility
for helping departments with these reviews. In some reviews, an
external consultant has also been included in the team.

MANAGEMENT-in-CONFIDENCE=




.. The usual practice has been for a review to begin with a
preliminary survey, leading to recommendations for a main programme
of studies of wvarious aspects of the management of a department.

The studies decided on by the Steering Committee in the light of
this preliminary survey are then carried out concurrently under its
direction. The range and content of these studies have varied from
department to department. So has the length of the reviews, but they
have normally taken between 9 months and a year from start to finish.
In the main studies, a particular emphasis has usually been made on
examining the way the department plans and controls the use of its
resources. They have not, however, usually been directly concerned
with a review of specific policies and programmes, but rather with
the longer term problem of ensuring that a department is properly
organised and equipped to undertake the work which it has to do.

T As Paul Lever's letter said, a review had been planned

for the former Ministry of Overseas Development and the Secretary of
State hopes that a review of ODA can begin in the autummn. Its terms
of reference are simply "to review the organisation and management
of ODA", but the Secretary of State has indicated that he wishes it
to pay particular attention to the relationship between ODA and the
rest of the FCO. Some preliminary work for the review (examining
the specialised scientific bodies and professional advisory groups
attached to ODA) is already proceeding under the direction of the
Assistant Secretary appointed to lead the main review and with the
help of a Senior Principal from CSD. The other members of the team
have yet to be appointed, but it is understood that ODA propose

that the Principal selected to work on the "Rayner project" will be
joining the team after he has completed it.

B In the case of MAFF, plans are less far advanced. The Minister
mentioned his intention to commission a management review in his
minute to the Prime Minister of 7 June. He proposes that it should
concentrate on a review of the Ministry's regional organisation where
he believes that a number of improvements could be made to take
account of the changes in the Ministry's functions under the Common
Agricultural Policy. There have been some preliminary discussion
between MAPFF and CSD over the arrangements for the review which, on
present plans, would start in the late summer or early autumn and

the review team has yet to be appointed.

9. I hope this further information is helpful to you.
o S
Yorr  siccanty

LN
D
DAVID LAUGHRIN
PS/Sir Ian Bancroft

29 June 1979







PRIME MINISTER

When you saw Lord Carrington's proposals for incorporating

the functions of the Overseas Development Ministry with the FCO,

you questioned the proposed management review. His further advice

———

on this point is at Flag A.

At Flag B, Sir John Hunt suggests that the series of manage-

ment reviews so far held have not proved their worth. But he also

suggests that there is a strong case for some such investigation

in the case of dbA, provided that this is not constrained by the

methodology and TimMescale of other recent management reviews.
Sir Derek Rayner's Office (Flag C) also see a case for a review

of ODA, which would complement his own work.

The series of management reviews started in 1972, and was
due to continue now with one for ODA and one for Agriculture -

Mr. Walker mentioned this in his '"'waste'' minute at Flag D.

I think there is a strong case for a special study of ODA
at this stage, along the lines suggested by Sir John Hunt. The
old ODM was put together from pieces of three existing Ministries,
with a number of semi-independent specialist research bodies
loosely associated. There may well be room for a great deal of
rationalisation. The new FCO/ODA arrangements should open further
possibilities for rationalisation, especiallly in the administrative
grades. On the other hand, you may think that the proposal for

a management review of MAFF could well be held back at this stage.

Would you like to instruct that the ODA review should go ahead
on the lines recommended by Sir John Hunt, but that the MAFF review

should be reconsidered?.

//VM [ ptu uea v
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Ref. A09837

MR, PATTISON

Management Review of ODA

I have been following your correspondence with Mr. Lever with interest
because I have come to feel over the last year or so - and I think Sir Kenneth
Berrill agrees with me - that the present system of management reviews is time
consuming and not very productive.

2. I accept that any Government Department needs to be shaken up from time
to time. Otherwise old functions go on unquestioned, staffing levels creep
upwards, inefficient practices develop, and service - both to Ministers and to

the public - suffers. I accept alsg that one or two earlier management reviews
o

have produced worthwhile results. Z_E’oo many of them (I have in mind particularly

a recent review of the DES and one going on currently of Environment/T ransport)
seem to involve much time and effort to little purpose. To give them their due,
the CSD members of the review teams are well qualified and have now developed
considerable experience of this kind of work: butin practice the reviews tend to
accept the Department's existing tasks and concentrate on the best way of
discharging them - and the Department exercises something like a veto over
what shall, or shall not, be discussed. And people from outside the Service
are not usually involved. There is the further point that the present round of
public expenditure cuts and cash limits are of themselves forcing Departments
to examine themselves very rigorously - to put it crudely, the prospect of a

'

20 per cent cut concentrates the mind much better than a management review.

3 I think therefore that there is a case for re-examining the present system

of management reviews. And for this the Prime Minister would no doubt want

a CSD analysis of the results achieved by the dozen or so reviews conducted since
1972: and an analysis of the alternatives including for example bringing in
outsiders, widening terms of reference, taking control out of the hands of the

Departments concerned, etc.




4. Having taken this rather critical line however, I am bound to add that
I think a review of the ODA is desirable provided it is rigorously conducted.
In the first place ODA needs to be integrated into the FCO in the most economical
way possible: second, there is some reason to think that our administration of aid
is too labour intensive: and third there are points which ought to be looked at
about relations with bodies like the British Council and TETOC. In order to avoid
some of the pitfalls of earlier reviews, however, I suggest that:-
(i) The review should be given a very tight timetable,
(ii) It should not be chaired by someone from the ODA itself.
(iii) Given the desire of this Administration to use aid more effectively
to help our export efforts, it should ask fundamental questions about
relations in both the FCO/British Council area and the Department of
Industry/Trade area.

ko

(John Hunt)

22nd June, 1979
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PRIME MINISTER

When you considered Lord Carrington's proposals
for handling overseas development matters, you
queried the proposal for a management review of ODA.

The attached letter explains the background.
Although these management reviews started before
your Government's various initiatives to improve
efficiency and reduce waste, Sir Derek Rayner's
office believe that they should prove very valuable.
(Peter Walker reported to you in his minute on
efficiency and waste that one was now in hand for
agriculture as well.)

In the case of ODA, there are now two important
areas which merit proper examination. First, the
ODM was originally put together from sections of
three existing Ministries, with a number of semi-
independent specialist research bodies loosely

associated. There may well be room for a great
deal of rationalisation without losing the world-
wide standing of the quality of output of some of
these bodies. Secondly, the new FCO/ODA arrange-
ment may well allow room for some rationalisation
in the administrative grades. It is questionable
whether separate geographical departments are
required in ODA as well as in the main wing of the
FCO, for example.

Lord Carrington comments that the review seems
more than ever appropriate in these circumstances.
Do you agree that it should go ahead?

/)

19 June 1979




cc Sir Derek Rayner o/r
Mr Allen

Mr PATPISON

MANAGEMENT REVIEW OF ODA

1. We had a word about this earlier today. Since then I have
heard that there is a minute from the FCO to your office about it.
It may be worth confirming what I said this morning.

2o The background is that the Management Review programme was
started by Mr Heath's Administration in 1972 and was endorsed by

the last one. About 13 major departments have been covered, in
each case by a joint team from CSD and the department under review,
working to a steering committee chaired by the "home side" Permanent
Secretary; in each case, too, the steering committee reports to

the Minister in charge of the department and to the senior Minister
in charge of the CSD. (I myself in my last post was the senior

CSD 3fficer in the MRs of HM Treasury, CSD itself, the DE Group and
DES.

3. MAFF and ODA are due to be MR'd later this year. There is
already an embryonic team in the ODA doing some factual groundwork
on the relationship between "central™ ODA and the scientific units,
eg the Centre for Overseas Pest Research. The Minister of Agriculture
indicated in his minute to the PM of 7 June on efficiency and waste
that he proposes to carry out an MR urgently.

4. Sir Derek Rayner has not commented on the MR programme,
either in general or in relation to either ODA or MAFF. (He does
not see the Foreign Secretary until 25 June or the Minister of
Agriculture until 29 June.) I do not think that he would want to
advise either Minister against having an MR, but I think (a) that
when he comes to his project on "conventions and barriers" he will
want to comment on the programme as an instrument of enabling
Ministers tocheck on the management of operations and resources

and (b) that in the meantime he would want to encourage both
Ministers to use these MRs to take a close look at their departments!
systems for the planning, control and use of resources as well as
at such a "burning issue" as the regional organisation question
mentioned by Mr Peter Walker. (Typically, MRs examine both control
systems and "burning issues", but with more emphasis on the latter
than the former.)

e Finally, you may like to know that the Minister of State,
FCO (Mr Douglas Hurd) has now offered Sir DR as his project:

"The merger of the FCO and the former ODM: how to reduce
duplication, improve co-ordination of policy and achieve
manpower savings."




It is probable that Sir DR will accerg

& PRIESTLEY
19 June 1979




ADMINISTRATION-IN-CONFIDENCE

Foreign and Commonwealth Office
London SWI1A 2AH

1 .15 June 1979

Management Review of ODA

Thank you for your letter of 30 May about arrangements for
handling overseas development matters. The Secretary of State
is grateful for the authorisation given for various of his proposals.

You indicated that the Prime Minister desired more information
about the proposed management review of ODA, and that she was not
convinced that it was necessary at this stage, given various other
work which she has commissioned on machinery of Government.

I should explain that the review is intended to form one of
the series of management reviews of departments which was launched
in 1972 by the previous Conservative Administration and was continued
by the last Government. These reviews (of which about a dozen have
now been completed) are commissioned by the Minister in charge of the
department; are conducted by a joint team drawn from the department
itself and from the CSD; and the report is made to the Departmental
Minister and to the Lord President. The primary purpose is to help
the top management of each department to improve the effectiveness
and efficiency of its internal organisation and management, including
in particular the planning and control of its resources, both
financial and manpower. A review had been planned for the former
Ministry of Overseas Development. Since 1964, the Department has
developed a complex structure within which there are a number of
specialised scientific bodies and professional advisory groups.
This needs study and a preliminary survey is already under way. The
main review is due to begin in the autumn. It would now examine the
new ODA and, in particular, its relationship with the rest of the
FCO, taking special account of the points of overlap between the
ODA and the rest of the FCO which may emerge in the context of an
examination as part of the Rayner project. The review seems thus
more than ever appropriate in these circumstances and my Secretary
of State hopes that the Prime Minister will agree that it should go
forward.

I am copying this letter to Martin Hall (HM Treasury), Jim

Buckley (Lord President's Office), Tom Harris (Department of Trade)
and to Martin Vile (Cabinet Office).

o 2l

B e

P Lever

/

M A Pattison Esq
10 Downing Street

ADMINISTRATION-IN-CONFIDENCE







ADMINISTRATION IN CONFIDENCE

10 DOWNING STREET

From the Private Secretary 30 May 1979

The Prime Minister has considered your Secretary of State's

minute of 24 May, about arrangements for handling overseas
dévelopment matters.

She notes that a Transfer of Functions Order will be
required. While she is not attracted by the lengthy title
that your Secretary of State wishes to apply to Mr. Marten's
position, she is content to accept his recommendation.

In respect of Cabinet arrangements, the Prime Minister wishes
to emphasise that the manner in which Lord Carrington submits
papers to Cabinet is entirely a matter for him, but that they
must go forward as his papers. However, if Lord Carrington
nominates Mr. Marten to attend a Ministerial Committee, he must
do so as the representative for the Foreign and Cormonwealth
Office for that item. The Prime Minister would not wish the
Foreign Office to be represented at Mdinisterial Committees by
two Ministers, other than in those Committees where both the
Secretary of State and the Lord Privy Seal are required to attend.

The Prime Minister is content with the internal arrangements
proposed by Lord Carrington in respect of relations with the
Treasury, but she emphasises that these must remain Lord Carrington's
responsibility. She is also content with the proposals in respect
of relations with the Civil Service Department. The Prime Minister
would be grateful for more information about the proposed manage-
ment review of ODA. She is not convinced that this is necessary
at this stage, given various other work which she has commissioned
on the machinery of Government.

The Prime Minister regards these arrangements as purely
internal, and therefore sees no need for an announcement in the
House.

I am copying this letter to Martin Hall (H.M. Treasury), Jim
Buckley (Lord President's Office), Tom Harris (Department of Trade)
and Martin Vile (Cabinet Office).

/%ms LV
[ ike Vtllsa

Paul Lever, ILsq.,




PRIME MINISTER

Lord Carrington's minute at A sets out his proposals for

Mr. Marten's responsibilities. Sir John Hunt offers comment at B.
Paragraphs 6 - 9 of Lord Carrington's minute are, as

Sir John Hunt observes, essentially housekeeping points. The

main points for decision are Mr. Marten's title (paragraph 3),

the proposal that he may submit papers to Cabinet under cover of

a note from Lord Carrington (paragraph 4), and the proposal that he

might in the future be nominated for Ministerial Committees,

possibly with another Foreign and Commonwealth Office Minister in

(ranas)

attendance on occasiozﬂ Sir John Hunt has commented on the

two latter points in his paragraph 3: he sees no major difficulty.
Are you content with these proposals, subject to the comment

that you expect them to be reflected in practice by a much closer

relationship of our aid programme to our overall foreign policy.
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Ref. A09645

MR. PATTISON

You asked if we wished to comment on the Foreign and Commonwealth
Secretary's minute of 24th May about future handling of matters relating to
overseas development.

2. I have no comment on paragraphs 2 and 3 of Lord Carrington's minute
dealing with the Transfer of Functions Order and the new ti‘tles involved.
Similarly I have no comment on the essentially housekeeping points dealt with in
paragraphs:6-9,

35 I paused over paragraphs 4 and 5 which envisage Mr. Marten putting
papers to Cabinet and also becoming a member of Ministerial Committees where
development considerations are predominant. I doubt whether the Prime
Minister would welcome anything which looked as though the ODA would be free=
standing vis-a=-vis Cabinet or Cabinet Committees, and it will be important to show
that the change is one of substance and not merely presentation. However I think
that an element of face-saving has been going on. In fact paragraph 4 makes it
clear that Mr. Marten cannot put papers to Cabinet direct: and paragraph 5 does
not seek any decision at the present time.

4, I suggest therefore that the Prime Minister could agree to these
proposals (which apparently flow from extensive discussion between Ministers and
Permanent Secretaries! ) though she may want to comment to the effect that, while
she is content with the proposals, she expects them to be reflected in practice by

a much closer relationship of our aid programme to our overall foreign policy.

y
W /

JOHN HUNT

29th May, 1979




ADMINISTRATION

PM/79/46

PRIME MINISTER

L We have made it clear publicly
overseas development and that there
Overgeas Development. I have been

lementing this decision.

S I am advised that to carry out
to be a Transfer of Functions Order

Minister of Overseas Development to

IN CONFIDENCE

that I am to be responsible for
will be no separate Minister of

considering the best way of

-

the reorganisation tgefé will have
transferring the-functions of

me and bringing about the lapse

of the title. But in

practice the new arrangements will be put into effect immediately.

This will require an affirmative resolution.

s I propose that the present ODM be converted into an Overseas
Development Administration within the FCO. Neil Marten, in his
capacity as Minister of State for Foreign and Commonwealth Affairs,
will be responsible to me for overseas development. I propose that
his title should be Minister of State for Foreign and Commonwealth
Affairs and Minister for Overseas Development. This is unwieldy,

but it is important that he should be seen in his dealings with
Ministers and others from governments overseas to be the "Minister for

Overseas Development'" (there is of course an analogy for this in certain

other Departments). ‘-u-r“\y m g AT A4 {;4/0 vy A AS | Vo
DVhen ot AL

4. I also propose that on occasions whezﬁkeil Marten thinks that
issues in his field merit reference to Cabinet, he will prepare a
memorandum for me which I will then pass on to Cabinet under a covering

paper.

5N I would further propose to nominate Neil Marten for membership
of Ministerial Committees where development considerations are pre-

dominant. There may be occasions when it would be appropriate for

another FCO Minister to attend as well.-)‘\ﬁ

B

‘-__‘\._‘\‘__-.-_-'_.__,_._—
B For practical reasons I am proposing to authorise Neil Marten on
my bsgﬁlf to conduct the normal relations of a spending department

direct with the Treasury. Sir Peter Preston, currently Permanent

Secretary of the ODM and the senior official in the ODA, will remain
lLard C Flg Apet

i T
IN CONFIDENCE

Accounting Officer in respect of ODA affairs.
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/(5 I also intend to authorise Neil Marten to deal direct with the
CSD on relevant ODA matters, keeping me informed as necessary. The
staff of ODM are Home Civil Servants. At official level Sir Peter
Preston will be responsible to Neil Marten on all personnel and

related matters affecting the ODA.

\{pbiﬂﬁ'B- It is convenient that a management review of ODM (now ODA) has

opportunity to look further at organisational questions.

dp‘,’{ already been arranged to begin in October. This will provide an

9. I am proposing that the Staff Sides of both Offices should be
informed in detail of these arrangements and given an assurance that
there is no intention at this stage to vary their terms of service or

the general arrangements for discharging their tasks.

0 10. If you agree with these proposals you will no doubt wish to make
sz;:~an announcement in the House. I attach a provisional draft written

\PA{:)_ reply for consideration.

Y .
tf;}- 11. I am copying this minute to the Chancellor of the Exchequer, the
Lord President of the Council, the Secretary of State for Trade and
to Sir John Hunt.

(CARRINGTON)

Foreign and Commonwealth Office
24 May 1979

ADMINISTRATION IN CONFIDENCE
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DRAFT WRITTEN REPLY BY THE PRIME MINISTER

The Government attach great importance to overseas
aid and development as an aspect of our relations with
the developing countries of the world. My noble Friend
the Secretary of State for Foreign and Commonwealth
Affairs has assumed full responsibility for these
matters, and a Transfer of Functions Order will be laid
transferring to him the functions of Minister of Overseas
Development. The present Ministry of Overseas
Development will become an Overseas Development
Administration within the Foreign and Commonwealth Office.

Responsibility under the Secretary of State for questions

on overseas development rests with my Honourable Friend

Mr Neil Marten, MP, Minister of State for Foreign and
Commonwealth Affairs and Minister for Overseas

Development.

Dd 427265 250M 5/77 905275




10 DOWNING STREET

From the Principal Private Secretary 23 May 1979

Machinery of Government Changes

Thank you for your letter of 17 May
reporting on where we stand with regard to the
various machinery of government changes. This
2ll seems satisfactory and we have nothing to

add.

David Laughrin, Esq.,
Civil Service Department.
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K R Stowe Esq. CB
10 Downing Street 1% May 1979
London SW1

MACHINERY OF GOVERNMENT CHANGES

At Sir Ian Bancroft's request I am sending you a report on the
administrative and legal aspects of implementing the machinery of
government changes which the Prime Minister has made and which he
has discussed with the Permanent Secretaries concerned. He has
minuted separately about the transfer of the Arts responsibilities
on which there is a point for decision by the Prime Minister. In
the light of that, work can immediately proceed on the preparation
of the necessary Transfer of Functions Order which will take two
to three weeks to prepare.

Qverseas Development

2o We understand that Lord Carrington is considering the most
suitable arrangements for the absorption of the Ministry of Overseas
Development within the Foreign and Commonwealth Office and his
office will be writing to you, hopefully this week. In due course

a Transfer of Functions Order, subject to affirmative resolution,
will be needed if ODM is to be formally dissolved but meanwhile
there is no difficulty legally as Lord Carrington has authority for
the overseas development functions having been appointed Minister of
Overseas Development as well as Secretary of State for Foreign and
Commonwealth Affairs.

Prices and Consumer Protection

3. The Department of Prices and Consumer Protection, as it existed
at dissolution, becomes part of Department of Trade. Since the bulk
of DPCP's functions were vested in the Secretary of State "at large",
the transfer can be achieved administratively and the Secretary of
State for Trade can discharge nearly all the DPCP responsibilities
straight away. A tidying up Transfer of Functions Order, subject
to negative resolution, will however be required to transfer to the
Secretary of State for Trade those functions currently vested in the
Secretary of State for Prices and Consumer Protection by name. There
J is no urgency in this but the Order should be ready in the next week

or two.
1
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4 The creation of the post of Minister of Transport involves

no administrative changes in the Department of Transport which will
continue in being as at present. Homuver, we are advised that a
Transfer of Functions Order, subject to negative resolution, will be
required to transfer to the new Office of Minister of Transport the
transport functions which are currently vested either in the
Secretary of State "at large" or in the Secretary of State for
Transport by name. The Order is in draft and is expected to be
ready for the next meeting of the Privy Council on 23 May. In the
remaining days before that Order comes into effect, the Minister

of Transport can in practice discharge the res D0n01b111t1e° in the
transport field although formal ins struments will have to be signed
by a Secretary of State or by someone authorised by a qeoretazy of
State.

S The information in this minute on legal points has been ared
with Sir Henry Rowe, First Parliamentary Counsel.

6. I am sending a copy of this minute to the Private Secretaries of
the Secretary of State for Foreign and Commonwealth Affairs, of the

a, we - ’
Secretary of State for Trade and of the Minister of Transport.

DAVID LAUGHR
Private Secre

ENTIAL







CONFIDENTTIAT,
PRIME M INISTER

J" To see.
QF
MR K R STOWE

MACHINERY OF GOVERNMENT CHANGES: DPCP AND ODM

T understand that the Prime Minister would welcome notes dealing
with the abolition of the Department of Prices and Consumer
Protection as a separate department and the merger of the Ministry
of Overseas Development in the Foreign and Commonwealth Office.

I attach notes on both these possibilities with this minute.

2 My own view is that both changes would on balance be desirable
and they could, I believe, be achieved without a significant degree
of disruption, although I have not at this stage consulted the
Permanent Secretaries of the Departments concerned about the

detailed administrative implications.

A

TAN BANCROFT
4 May 1979
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.DEP.—QH'E‘I‘r’,E'?TAL ARRANGENENTS FOR OVERSEAS AID AND DEVELOPMENT

Background

The ODV was first established in 1964 by bringing together the over-
seas technical assistance functions of the Department of Technical
Co-cperation; the overseas aid policy functions of the Foreign Office,
the Commonwealth Relations Office and the Colonial Office; and certain
analogous functions of other departments, From October 1964 to

August 1967 the department was headed by a Cabinet Minister; and it
remained in existence as a separate department, not represented in

the Cabinet, until November 1970 when its departmental functions

were transferred to the Secretary of State for Foreign and Common-
wealth Affairs, The ultimate responsibility for overseas aid was
assumed by the Secretary of State, but development work was carried
out by a functional wing of the unified Department, the Overseas
Development Administration, responsibility for which rested with the
Minister for Overseas Development — a Minister of State at the

Foreign and Commonwealth Office.

e Following the February 1974 election a separate Department was
re-established, The bulk of the new responsibilities of the Minister
of Overseas Development were transferred by the Minister of the Crown
Act 1974, and the remainder were transferred subsequently by Order.
Under the amendments which were made at that time to the legislation
governing the payment of Ministerial salaries, it is, however, only
possible to pay a salary to a Minister of Overseas Development by
virtue of that office if its holder is not a member of the Cabinet.

Mrs Hart, who held the post of Minister of Overseas Development until
June 1975, was not a member of the Cabinet. However, since June 1975,
the posts of Secretary of State for Foreign and Commonwealth Affairs
and Minister of Overseas Development have been held concurrently. This
made it possible for NMr Prentice to be appointed as a Minister of
State in the Foreign and Commonwealth Office with the title of
Minister for Overseas Development, to have a seat in the Cabinet, and
to draw a Cabinet level salary, while in practice taking day-to-day
charge of ODM which remained in being as a separate Ministry. The
Secretary of State for Commonwealth and Foreign Affairs, however, as
the holder of the office of Minister of Overseas Development and the

1
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‘lbepartment's titular head had to make certain outside appointments

and, for example, to sign loan agreements, There was a further change
in the position when lMrs Hart took over from Mr Prentice in February
1977. Like Nr Prentice, she held office as a Ninister of State in
the Foreign and Commonwealth Office, but was not a member of the
Cabinet, This was the position at Dissolution.

Funetions and Structure

3. The ODM formulates and carries out policies to help economic
development in less developed countries and is responsible for the
management of the aid programme as a whole, It is responsible for

the inter—-Governmmental Agreements under which aid is dispersed; the
terms on which aid is offered (including methods of procurement); the
appointments and terms of service of British experts; and relations
with other organisations concerned with developmental assistance,
including international bodies such as the specialised agencies of the
United Nations. It contains a number of scientific and technical units
providing technical assistance; and it is responsible for the adminis-
tration of most of HVM Overseas Civil Service, It sponsors a number of
fringe bodies including the Crown Agents and a large part of the work
of the British Council is charged on its behalf,

4, Under the last Administration the Minister for Overseas Develop-—
ment was assisted by a Parliamentary Secretary. The permanent staff
of the ODM (with a few exceptions) are members of the Home Civil
Service, although most aid work in our lMissions abroad is carried out
by members of the Diplomatic Service. It has a total staff of the
order of 2400 (all but approximately 75 of whom are at HQ) with 11
Administrative and 4 Professional posts at Under Secretary level and
above. This total figure includes 950 staff in the technical and
scientific units, all of whom are based at HQ.

Alternative Options

De The arrangement at Dissolution under which the Secretary of
State for Foreign and Commonwealth Affairs held concurrently the office
of Vinister of Overseas Development and was therefore formally responsi-

ble for overseas aid and development functions while in practice the

2
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.‘.'i_nir::*-er' of State for Overseas Development was effectively in

charge of the 0DV, was a potentially confusing one, If it is desired
to retain ODM as a separate Department, it would from this point of
view be preferable to separate;the post of Secretary of State for
Foreign and Commonwealth Affairs and Ninister of Overseas Development,
This would involve little or no change in administrative terms since
the FCO and ODN would continue as now as separate Departments, but

ODM would report formally as well as in practice to its own separate
Minister, However, this change would not be straightforward if the
Minister of Overseas Development was to have a seat in the Cabinet in
accordance with the usual practice for all Ministerial departments

to be represented there, This is becausgxthe effect of the legislation
on Ministerial salariegk&ggs not provide for the payment of a salary
to a Minister of Overseas Development who is a member of the

Cabinet. It would therefore be necessary for the Minister to hold
concurrently another office entitling him to a salary,

6. There are, however, stronger arguments in favour of reverting
instead to the arrangement during 1970/74 when ODM (which has a
relatively narrow functional span) ceased to exist as a separate
Department and its activities were the responsibility of a separate
functional wing of the FCO. This would provide a unified framework
for the development of policy as aid and development as a part of over—
seas policy generally. This could be achieved in one of two ways :-

i, Full integration

The most thorough-going method for doing this would be
complete integration of aid and development functions within
the FCO. This would permit the fullest development of foreign
policy embracing aid considerations and it should allow for
the more effective deployment of personnel, especially among
the staff currently engaged in the allocation of aid, with the
possibility of some manpower savings, improved career prospects
and the avoidance of staff overseas reporting to two separate
Ministerial authorities, On the other hand, there would be
disadvantages., Full integration would involve a considerable
administrative reorganisation with attendant costs of disruption
and the fact that ODM personnel are in general members of the
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Home Civil Service and not the Diplomatic Service could
create some problems for integration; but it is unlikely
that these would prove insuperable, Full integration would,

however, involve fragmenting what, for some years, has been

a clearly defined function generating its own programme,
Although there is a good case for full integration, it might be
wise to conduct a thorough examination of this option following
the introduction of the more limited change envisaged in (ii)
below.

ii. Retention of distinct organisational arrangements within
FCO to handle aid matters

In view of these factors, there would be considerable
attraction at least as a first stage in returning to the pre-1974
arrangement whereby aid and development functions would be
administered by a relatively self-contained organisational unit
within the FCO. At Ministerial level, the Secretary of State
for Foreign and Commonwealth Affairs would, as the holder of
that office, assume statutory responsibility for the aid and
development field but with day to day charge of the organisational
vnit dealing with aid and development functions in the hands of
a Minister of State designated for that purpose, This change,
which could be effected simply, would dinvolve little adminis-
trative disruption and would enable the Government to preserve
the separate character of aid administration, while bringing
it more closely than at present into the general framework
of overseas policies.

7. A Transfer of Functions Order (under the Ministers of the Crown
Act 1975) subject to affirmative resolution, would be required to
re-absorb ODM in FCO whether on a fully integrated basis or not.

This would involve the abolition of the office of Minister of Overseas
Development. The Order would transfer the functions vested in the
Minister of Overseas Development to the Secretary of State and the
office of Minister of Overseas Development would lapse, The Secretary
of State for Foreign and Commonwealth Affairs could continue ad interim
as now to hold the office of Minister of Overseas Development until

the transfer by Order had been made. If a distinct organisational

4
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at (ii) above),

the FPCO could be designated

ster for Overseas Development
—— 3 - 4
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THE FUTURE OF THE DEPARTMENT OF PRICES AND CONSUMER PROTECTION

The Present Department and its Functions

The Department of Prices and Consumer Protection was established in
March 1974. It is the smallest of the four separate Departments (the
others being Energy; Industry and Trade) which came into being following
the dismantling of the Department of Trade and Industry.

2 The Department is the focal point for measures to deal with prices.
It sponsors the Price Commission and has the principal responsibility
for policy over the whole range of retail prices including food prices
(for which responsibility and staff were transferred to it in 1974 from
MAFF) except for those of the Nationalised Industries (unless they are
investigated by the Price Commission). It has overall responsibility
for the policy on food subsidies although other departments undertake
the detailed administration of the scheme. The department deals with
consumer affairs generally and is responsible for policy on fair
trading, consumer credit, standards, weights and measures and for

monopolies, mergers and restrictive practices. The Director General

of Fair Trading is appointed by the Secretary of State for Prices and
Consumer Protection as are the members of the Price Commission, the
Monopolies and Mergers Commission, the Metrication Board, the National
Consumer Council and the various Nationalised Industries Consumer and
Consultative Councils. DPCP sponsors more than 40 Nationalised Industry
Consumer Councils, some of which are Regional bodies.

3. The Department has a staff of around 340 including 6 staff at
Under Secretary level and above. In addition to the Secretary of State,
the Department had a Minister of State and a Parliamentary Secretary at
dissolution.

4. When the Department was first established, the possibility of giving
it somewhat wider functions in relation to food was considered, but it
became clear that this would damage the organisational structure and
functional unity of MAFF. Other possibilities for expanding DPCP's role

1
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have been considered. These included on the prices side the transfer
from the Department of Employment of responsibility for the retail price
index. This would not have added significantly to DPCP's functional
load since the Department of Employment's local network would still
have had to be used for collection of information used in preparing

the index. Moreover, there would have been disadvantages from an
organisational point of view in the transfer as it would have resulted
in further fragmentation of departmental statistical capabilities.

5e On the consumer protection side, it did prove possible t0 transfer
from the Home Office certain limited functions in the field of consumer
products safety and safety in the home; and from the Nationalised
Industry Departments certain functions in relation to nationalised
industry consumer and consultative councils. But it would be difficult
to build up DPCP any further in functional terms in the consumer
protection field. This would involve the transfer of very disparate
responsibilities which are at present exercised elsewhere and which

it is difficult to divorce from responsibility for the related function,
eg road safety from DOE; drug safety from DHSS.

Orgenisational and Management Problems in a Separate DPCP

6. For the reasons explained in paragraphs 4 and 5 above, there is
little or no scope for expansion of DPCP's present functions and if it
is to be retained as a separate Department, it will need to continue to
be regarded as being outside the main framework of "functional"
Departments in central govermment; and acting simply as a small focal
point for co-ordinating within Government policy on prices and consumer
protection matters. The case for retention of a small department of
this unusual nature depends largely on the political importance which
the Prime Minister attaches to it. But there are significant organisa-
tional and management difficulties in the present arrangement.

Te These largely stem from the fact that by its small size and nature
of its role, DPCP has no substantial functional base on which to operate.
The work of virtually every Department is bound to impinge on others,

but the activities of DPCP cut across those of other Departments to a

2
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quite exceptional degree and the capacity to formulate and implement
policies from within the Department is inevitably very limited. This
can be seen if each of the main areas of work of DPCP is considered.

8. Policy towards countering inflation (which determines the action
to be taken on prices) is a key element in the national economic
strategy, for which Treasury has lead responsibility. The policing

of prices in industry and commerce and of rules and regulations for
consumer protection and credit are very closely linked with the
Department of Trade's responsibilities for the regulatory and legal
framework for industry and commerce as a whole. The responsibility

for food prices and subsidies which came from MAFF is inextricably
inter-linked with MAFF's general responsibilities for agriculture,
sponsorship of the food manufacturing industry and food standards.

In the event, this has proved to be an unclear boundary line with over-
lap and confusion of responsibility. The responsibility for represen-
tation of consumer interests has tended to cut across the responsibility
of those Departments sponsoring the industries or activities concerned -
most notably in the area of consumer representation in the nationalised

industries.

9. In terms of management, the very small size of the Department
creates its own difficulties. The administrative costs of operating

a small department tend to be relatively high because of diseconomies
of scale and problems arise for career management and availability of
specialist services. In the case of DPCP, these problems are certainly
minimised by the common service and citizenship arrangements with the
Department of Industry and Department of Trade, but the particularly
heavy dependence on services provided from outside the Department which
the small scale of DPCP requires must necessarily cut across the
responsibility of Ministers and senior officials of DPCP for the
overall efficiency and effectiveness of the Department.

Merger with Department of Trade

10. ©So long as a focus for decision and action within Government on

prices and consumer questions is desired, it would not be possible to
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eliminate entirely all the areas of cross cutting responsibilities
referred to in paragraph 8 above but, on the assumption that the
Prime Minister does not wish to-recreate a combined Department of
Trade and Industry, the more limited move to merge the bulk of
DPCP's functions with the Department of Trade could certainly reduce
significantly the organisational and management problems inherent in
the free-standing DPCP.

11. A merger would ensure that the prices and consumer functions
would be exercised in a Department with a much broader span of policy
functions and in particular would bring together in a single Depart-—
ment responsibility for all aspects of the regulatory and legal
framework within which industry and commerce should operate; and

this would have the obvious advantage for industry and commerce of
having to deal with only one Department in this area. This would
therefore seem to represent a sensible rationalisation of industry
and commerce functions, without adding to the responsibilities of the
already heavily loaded Department of Industry.

12. A merger with Department of Trade would provide the opportunity
to return responsibilities for food subsidies and prices to MAFF where
they more appropriately belong. It would also be possible to return
the Nationalised Industries Consumer and Consultative Councils to the
sponsor departments. However, unless the sponsor departments closely
co—-ordinate their activities in this field - and this suggests. that
special co-ordinating machinery might be required - there would be no
capacity for taking a coherent across the board view of consumer
interests. Moreover, restoring responsibility for the NICCs to
sponsor departments might lead to the excessive subordination of con-
sumer interests to those of the nationalised industries. On balance,
therefore, this responsibility would be better located in the Department

of Trade.

13. A merger would naturally help to reduce the management problems
arising from the very small size of DPCP, referred to in paragraph 9
above. The total staff of a merged department would be about 7,900
with 33 staff at Under Secretary level and above: this would compare
with the corresponding totals in the Department of Industry of 5,300
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and 41 - these figures exclude the "DTI" group Common Services. While
it might be expected that the common service arrangements with the

Department of Industry would con%inue, the merged Department would

clearly not be so dependent on the provision of services from outside
itself as DPCP has been.

Mechanics of Change

14. The maintenance of "common citizenship" and of many common services
since 1974 between the Departments of Industry, of Trade and of Prices
and Consumer Protection would make it easier than usual to implement a
merger in this area. DPCP could be dissolved administratively : there
would be no need for a formal dissolution by a Transfer of Functions
Order, subject to affirmative resolution. The bulk of the functions

are vested in the Secretary of State, rather than in the Secretary of
State for Prices and Consumer Protection by name, and these could be
transferred administratively to the Secretary of State for Trade. A
Transfer of Functions Order, subject to negative resolution, would
however, be required subsequently to transfer any property, rights and
liabilities which are currently vested in the Secretary of State for
Prices and Consumer Protection by name. The various MAFF functions were
transferred administratively in 1974 and could therefore be returned to
MAFF in the same way.

Conclusion

15. If the Prime Minister wished to retain co-ordinating arrangements
for prices and consumer protection and felt that the political arguments
for retaining a separate DPCP were not decisive, the organisational
arguments suggest a merger with Department of Trade as envisaged in
paragraphs 10-13 above. This would involve the minimum of disruption
and would bring prices and consumer protection into the framework of a
department with related functions. Although the merged Department would
have a wider policy span, it would not be too big for a major functional
department. If the Prime Minister wished to emphasise the importance of
prices and consumer protection, a Minister of State could be given
special responsibilities in this field.

CONFIDENTIAL




KODAK Q-60 Color Input Target ©

ol 9 1 13 14 15 16 17 18 19 20 21 22

11 12 13 14 15 16 17 18 19 20 21 22

2007:03 KODAK
FTP:/FTPKODAK.COM/GASTDS/Q60DATA Professional Papers

IT8.7/2-1993 O-60R2 Target for {ﬁ




