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Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.

House of Commons Treasury and Civil Service Sub-Committee,
Session 1979-80 “The Role and Powers of the Civil Service
Department”: Minutes of Evidence, 18 June, 2 and 9 July, 29
October, 5 and 12 November; all published by HMSO

Signed @@%ﬁgéé Date 28 U’u&:} .ol
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PRIME MINISTER
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FUTURE OF THE CENTRAL DEPARTMENTS r"‘ﬂf“ Lt G it

2 LI TLU"‘ “(5
You said yesterday that you hoped to be able to &
return to the question of the future of the central dgaart—
ments over the weekend. 1T accordingly enclose in the nw
folder below the papers you will need. r‘_rj

The top document, Sir Ian Bancroft's minute of
Gt T e iy

28 October and the latest drafts of a statement and of
e e % L)
supplementaries, is the only one which you have not had
before. All the others (Flags A-E) were submitted to you
Nl by
earlier in the month but, as far as I can see, you never
had time to study them. Among them are the report by
Permanent Secretaries on the reallocation of the Civil
Service Department functions which was done while you were
in Australia; a minute from Sir Ian Bancroft giving his

personal views on the proposals; and another minute from
him making recommendations on the reallocation of Permanent
Secretary posts in the central departments.
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PS/SIR IAN BANCROFT cc Sir John Herbecq
: First Parliamentary Counsel
Mr Wilding
Mr D L Davies (T Sol)
Mr Towers
Miss Bacon
Mr J K Moore

PROCEDURE AND TIMING OF THE TRANSFER OF FUNCTIONS ORDER

You said you would find it helpful to have a note about
the procedure to which the Order would be subject and
the timetable. Anything I say on the subject must be
subject to correction by Mr Engle. But I hope the
attached note will provide the information you had in

mind.

Perhaps the key point is that the next meeting of the
Privy Council is on 24 November. How soon after that
the Order should be laid and subsequently should be
brought into effect are matters on which Mr Engle, Sir
Robert Armstrong, Sir Douglas Wass and, of course,
Ministers, will have views. But I think we would be
inviting hostile comment if the Order were brought into
effect before, say, 1 December.

Even commencement on 1 December would involve leaving
one less day between the Council and laying then para-
graph 4.68 of Statutory Instrument Practice says is
normal; and it would leave far less than the period of
21 days between laying and bringing into effect that
paragraph 5.21 says should "be strictly observed where-
ever possible." While it would not be right to wait all
21 days, we want to avoid giving the impression of being
in an unholy rush. So my own suggestion is that the
Order might be brought into effect on a working day
between Tuesday, 1 December and Monday, 7 December.

=
e

E B C OSMOTHERLY
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30 October 1981
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THE TRANSFER OF FUNCTIONS ORDER

i The Order will be an Order in Council made under
section 1 of the Ministers of the Crown Act 1975.

e The Order will be subject to negative resolution
procedure (section 5(2) of the 1975 Act).

2z The next meeting of the Privy Council is due on
24 November. So if the announcement were made by 10
November, there should be time to complete work on the
Order in time for it to be considered by the Privy
Council on 24 November. (The Privy Council Office would
like to have all draft Orders by 18 November but could
wait a couple of days longer for us if necessary.)

4. Orders in Council are normally laid 5 days after
the Council (excluding Saturdays and Sundays). But
exceptionally, the Order may be laid within less than 5
days. If the normal practice were followed, the Order
would be laid on 2 December.

5 The general rule is for Orders subject to negative
resolution to be brought into effect 21 calendar days
after laying. That would mean that the Order would be
brought into effect on 23 December if it were laid on 32
December. Orders may, however, be brought into effect
within less than 21 days where there are good reasons for
doing so; those reasons would need to be explained to the
Joint Committee on Statutory Instruments.

6. In this case, it would seem wrong to wait so long
before bringing the Order into effect. It may be best,
therefore, to bring the Order into effect within a few

days of its being laid and not later than NMonday, 7 December.

TS Orders subject to negative procedure may be annulled
in pursuance of a resolution of either House. Such
resolutions ("prayers") may be moved within 40 days of the
laying of the Order. In computing the 40 days, weekends
are included but no account is taken of time during which
both Houses are adjourned for more than 4 days. So the
period during which the Order can be prayed against will
extend beyond the Christmas Recess. For example, if:

(a) the Order were laid on 2 December
' and

(b) both Houses adjourned from, say, 23
December to, say, 18 January

BEHET
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the "praying period" would not expire until 4 February
(if my sums are right).

8. Orders subject to negative resolution are often
brought into effect before the 40 days expires. If
either House prays against an Order after it has come
into effect

(a) no further proceedings may be taken under
the Order after the date of the resolution,

and
Her Majesty may revoke the Order but

the resolution and revocation do not affect
the validity of anything previously done
under the Order.

E B C OSMOTHERLY
MG
30 October 1981
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PRIME MINISTER Yo Ocronén /9¢]

FUTURE OF THE CENTRAL DEPARTMENTS
I have been studying the documents sent to you by Sir Ian Bancroft

on 28 October, They seem to me to be geQEFally on the right lines,

and I have only two comments to make on them,

s 1

2, The first concerns the background briefing on the reasons for
the split, and the reasons why you are not proceeding with the
merging of the whole of the CSD and the Treasury, the option you.

considered a year ago. I am not entirely happy with the answer to
Question 1 of the Notes for SJEElementaries, not least because it
could be construed as implying that any extra function given to me

L
will not geT tm@ attention it should receive, It would to my mind

be particularly unfortunate if such a presentation were to give the
impression that the impoptant questions of Civil Service pay and
manpower control were somehow going to become Cinderella activities
in the Treasury., As you know I have no intention of allowing this
to be the case. Nor would I relegate the pursuit of efficiency or
any other function now performed by the CSD to a background role,
It seems to me that a better answer to Question 1 would pun rather
on the following lines:-
"There are certain aspects of Civil Service management with
which .erly the Prime Minister must bel/Goncerne , notably
personnel management and appointments., Furthermore I have
myself taken a keen personal interest in the promotion of
efficiency in the Civil Service, and to this end I appointed
Sir Derek Rayner in May 1978 to his present post with a remit
to report directly to me. I have decided therefore that in
addition to the function of personnel management a special
responsibility for the pursu1t of efficiency should be vested
in a Department, the foiéb of Management and Personnel for
which I shall be directly responsible."”

SHENE (R BT
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i My second comment concerns the minute you are being advised to
send to the Home Secretary with copies to all other Cabinet colleagues.
I think that it would be an advantage here to convey to the whole
Cabinet your desire that the members of the CSD should be located as

— — —_—
closely as possible to their colleagues in their new departments.
As you will recall this is something to which you attached importance

when we considered a complete merger of the CSD with the Treasury.

I think it is no less important in the arrangements now proposed.

It will not be easy to persuade colleagues whose staff will have to
move to make room for the CSD and there will no doubt be some
resistance to the upheaval involved, It would be a cnnsiderahle'halp

to those who will have to make the new disposition if your own

commitment to relocation were expressed in this minute. I suggest

something on the following lines as a new paragraph 6(a):-

"In order to extract the maximum benefit from the
uf/f reorganisation, I shall wish to see the staff at present
/nL. in the CSD accommodated in the same building as their

new departments as soon as possible."”

4. I am sending a copy of this minute to the Chancellor of the

Duchy of Lancaster, Sir Ian Bancroft, Sir Robert Armstrong,

8

Sir Derek Rayner and Sir Oouglas Wass.

CEOFFREY HOWE




10 DOWNING STREET

From the Principal Private Secretary

SIR IAN BANCROFT

FUTURE OF THE CENTRAL DEPARTMENTS

The Prime Minister has not yet had an opportunity
to consider the revised drafts of a Parliamentary statement
and notes for supplementaries about the reallocation of
the Civil Service Department's functions which you submitted
with your minute of 28 October 1981 but she hopes to be .able
to turn her attention to them over the weekend.

She has, however, come to a decision about the timing
of the announcement. She accepts that, because of the
problem of the House of Lords which you mention in your
minute, she will not be able to make public her decisions
about the central departments in her speech on the Address
next Wednesday. She has therefore reverted to her intention
to make the announcement by means of a statement in the week
beginning 9 November. I will let you know as soon as 1 can
which day in that week it will be.

I am sending copies of this minute to Mr Kerr (Treasury),
Mr Buckley (Office of the Chancellor of the Duchy of
Lancaster), Sir Robert Armstrong, Sir Douglas Wass, and
Sir Derek Rayner.

e

30 October 1981
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Ref. A05855 /

/
MR, WHITM(?}(E

Future of the Central Departments

The draft Parliamentary statement which Sir Ian Bancroft sent to the
Prime Minister on 28th October included as paragraph 9 a bleakly factual account
of the retirement of Sir Ian Bancroft and Sir John Herbecq.
2. S.ir Douglas Wass, Sir Derek Rayner and I very much hope that, when
she makes the statement, the Prime Minister will feel able to include m this
paragraph some words acknowledging both the spirit in which Sir Ian Bancroft
and Sir John Herbecq have accepted early retirement and their long careers of
distinguished service. The paragraph might be recast on the following lines:
'Sir Jan Bancroft, Head of the Home Civil Service and Permanent
Secretary to the Civil Service Department, and Sir John Herbecq, the
P Second Permanent Secretary, both of whom were due to retire by the
W" W end of next year, have with characteristic public spirit accepted that
y\'w these changes mean their departure from the public service some
* (P months early, and will accordingly be retiring {_Zt the end of next wee_];:_—f.
I am glad to place on record my appreciation and gratitude for the
wmany years of distinguished service they have given to the country,
\f\ On Sir Ian Bancreft's retirement Sir Robert Armstrong and

’
Aoy Douglas Wass, the Permanent Secretary to the Treasury, will

/

become Joint Heads of the Civil Service!!,

I am sending copies of this minute to Sir Douglas Wass and
¢
Q ‘ Sir Derek Raymner,.
ROBERT ARMSTRONG

30th October, 1981
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FUTURE OF THE CENTRAL DEPARTMENTS AW

On 16 October I sent you drafts of a Parliamenta statement
and notes for supplementaries about fEe'?EEIIocaélon of the
C3D's functions. eTe has been the opportunity since then
to discuss the drafts with Sir Robert Armstrong, Sir Derek
Rayner and Sir Douglas Wass and we have reached broad agree-
ment on the enclosed revised version. Also enclosed are
drafts of a Note for the Commons and Lords Library and of a
minute from you to your colleagues giving them advance
notice of your decision.

2 As you know, we believe that the soonmer your decision
can be announced the better. Although we had been working
towards an announcement during the week beginning 9 November,
I understand that you may wish to make the announcement
during your speech on the Address on 4 November, which would
have the advantage of being earlier. On the other hand, you
will wish to consider how easily it would fit into your
speech, and the difficulty which may arise in the House of
Lords where presumably a parallel statement would need to be
made on what is usually a very formal occasion. If you
decide to make the announcemefT on 4 November we can complete
all the necessary preparations provided we know by first
thing on the morning of Monday, 2 November that you are
content with the drafts.

3 There is only one explanation I need offer on the
drafts. In law, the CSD will continue as the department
responsible for asgisting you with your Minister for the Civil
Service manpower and pay rggﬁonsibilities until the Transfer
of Functions Order comes into effect. There could be legal
difficulties, therefore, if decisions on these matters were

to come from Treasury officials during the interim period.

And it would be confusing for everyone if the Office of Manage~-
ment and Personnel (OMP) began life before the "rump" of the
C3D had been transferred to the Treasury. For this reason, we
recommend that the CSD should digappear and QMP begin life
when the Order comes into effect a few weeks after the
announcement.

4. I am sending copies of this minute and the enclosure to
the Chancellor of the Exchequer, the Chancellor of the Duchy,

and to Sir Robert Armstrong, Sir Derek Rayner and Sir Douglas

Wass.

W

IAN BANCROFT
28 October 1981

SECRET AND PERSONAL
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Draft of 28th October 1981

-

THE CENTRE : DRAFT STATEMENT TO PARLIAMENT

With permission, Mr Speaker, I should like to
make a statement on the organisation of the
central Departments.

2 We have made a good deal of progress in
the last two and a half years in controlling
the cost and size of the Civil Service and in
improving its efficiency. But I believe that
the time has come when some organisational
changes will help us to make sure that this
progress is maintained.

3 Setting up the Civil Service Department
thirteeen years ago had a number of advantages
as compared with the situation as it existed
before; but it had one consequence whose
disadvantages have become increasingly apparent
over time: it divorced central responsibility
for the control of manpower from responsibility
for the control of Govermment expenditure. I
judge that the balance of advantage now lies in
favour of consolidating the CSD's manpower control
responsibilities with the central direction of

resource control.

4. I therefore propose to reunify responsibility
for the central allocation and control of all
resources, and to make the Treasury responsible
for control over Civil Service manpower, pay,
superannuation, allowances and for the Central
Computer and Telecommunications Agency. Iy Hon

SEGRET
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Friend F A 4 will be appointed as a
Minister of State in the Treasury to help in
the discharge of these responsibilities. He
will answer in this House for the whole range

-~

of Civil Service matters. h"\ e yﬁuﬁh' 18
Kannln wiao MHQM
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5? I now turn to the ClV]l Serv1ce Department's
other responsibilities. It remains my view that
there should not be a total merger of the
Treasury and the Civil Service Department. The
selection, development and motivation of the
Civil Service and its efficiency in carrying out
its functions should have as much attention and
priority as the control of public expenditure.
The machinery of Government should make special

provision for this, since it is a subject in
which any Prime Minister is bound to take a close
perso a%{};jerest. I have decided, therefore,
that & should contlnug to be Minister for the

Civil Service. sl be responsible for the .
organisation, management and overall efficiency
of the Home Civil Service and for policy on
recruitment, training and other personnel

management matters.

6. The staff Whomassdsi-me will work alongside
the Cabinet Office in a new ©ffiee—of Management
and Pergomneli. Sir Robert Armstrong will be
Permanent Secretary of this Office and will also
continue as the Secretary of the Cabinet to head
the Cabinet O0ffice. He will be asgsisted on the
business of the new Office by Mr John Cassels,
Second Permanent Secretary.

SECRET -
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Ts An Order in Council will be necessary to
transfer the responsibilities for Civil Service
manpower and remuneration to the Treasury. The
Order will be laid before Parliament shortly. 1In
preparation for its coming into effect the new
arrangﬁagnts will be introduced administratively
from L9— November. During the interim period,

the Chancellor of the Exchequer will have charge

on my behalf of the functions to be transferred to
the Treasury. When the Order comes into effect,

the new effiee—of Management and Personnelipill be
formally set up and the manpower and other functions
will be legally vested in the Treasury. Thereafter,
there will not be a department known as the Civil
Service Department.

8. There will be some staff savings as a result of
the new arrangements.

—_—

sy Lﬂ'ng <””_?f” Sir Tan Bancroft, Head of the Home Civil
L

Service and Permanent ecretary to the Civil Service
Department, and Sir Jo Herbecqg, the Second
Permanent Secretary, Yoth of whom were due to retire
by the end of next yedr, have accepted that these
changes mean their departure from the public service
some months early, ard will accordingly be retiring
fat the end of this peek¥. On Sir Ian's retirement,
“‘4** Sir Robert Armstrong and Sir Douglas Wass, the

‘; Permanent Secretary/to the Treasury, will become
Joint Heads of thE;_Egg.Civil Service.
10. Lﬁopies of a note setting out the distribution
of functions between the ,Treasury and the &ffice—of
Management and Personnelkﬁave been placed in the
Library.
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NOTES FOR SUPPLEMENTARIES

Q1 WHY NOT JUST MERGE CSD AND THE TREASURY?

A Because I believe that our drive fpf/improved
efficiency and better management in the Civil Service
could not be given the time and attermtion it requires
if the CSD were simply merged en_bibc with the
Treasury. One of our objectivgé/is to strengthen the
control of public expenditur ‘and that can best be

done by unifying all centpéig;osponsibility for
resource allocation ang/éontrol under the Chancellor .
of the Exchequer. B we also need an organisation
whose prime aim ig to improve the management and
efficiency of thé Civil Service. I believe it is right
that I should /continue to put my own authority and
personal apfention behind this important task.

Q2 WHY MAKE THE CHANGE NOw?

A A lot of good work has already been done. For §
example, we are well on course for the 1984 Civil
Service manpower target. Butbt a lot more remains to be
done both on the public expenditure and on the Civil
Service efficiency fronts. I am convinced that the
time has come to strengthen our arrangements for both

these purposes.

Q3 HOW MUCH WILL THE REORGANISATION COST?

A The cost will depend on the precise arrangements,
still to be worked out, for such matters as accommod-—
ation. But I do not expect the amount to be great, and
we shall get it back many times over by the savings we

. shall achieve through better public expenditure control
and increased efficiency.

SECRET
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Q4 HOW MUCH WILL THE RE-ORGANIZATION SAVE?

A There will be some staff savings as a result of
the re-organization. For example, there will be the
immediate savings of two Permanent Secretary posts I
have referred to; aﬁd further savings at lower levels
can be expected over the coming months. But the biggest
savings will come from unified expenditure control and
the strengthened drive on efficiency.

Q5 HOW CAN EFFICIENCY BE SEPARATED FROM THE CONTROL
OF RESOURCES?

A The two are, of course, deeply intertwined. There.
will therefore be the closest liaison, at both Ministerial
and official levels, between the Treasury and the -0ffive
of Menagement and Personnel, But I think it important
that the organization should reflect the essential link
between efficiency and the training, motivation and

development of staff.

Q6 WHAT WILL BE THE ROLE OF STIR DEREK RAYNER?

A Sir Derek Rayner, who has made a splendid contribution,
will continue to give me independent advice on efficiency
and the elimination of waste in the public service.

Q7 WHO WILL THE UNIONS DEAT WITH ON THE MANAGEMENT OF
THE CIVIL SERVICE?

A The unions will deal with the Treasury over manpower,
pay, allowances and things of that kind. They will deal
with the (0ffice)of Management and Personneltbver personnel
management, training etc., and questions of efficiency. No
doubt there will be some matters on which it will be
sensible for them to deal with both Departments jointly,
and arrangements can be made for that as necessary.

SECRET
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Q8 DOES THIS SIGNAL A CHANGE IN THE GOVERNMENT'S
APPROACH TO THE NEXT CIVIL SERVICE PAY SETTLEMENT?

A No. We have already made clear our policy on that

and we stand by it..

Q9 WILL SIR IAN BANCROFT/SIR JOHN HERBECQ NOW BE TAKING
UP JOBS IN THE PRIVATE SECTOR?

A I do not know what their plans are for their retire—
ment. But should they wish to take up positions in the
private sector, the normal rules about business appoint-
ments for former senior civil servants will, of course,

apply.

SECRET

SECRET
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- Drefi~af 28 _Octeber—1981

NOTE FOR THE LIBRARY

REORGANISATION OF THE CENTRAL DEPARTMENTS :
ALLOCATION OF FUNCTIONS

This note sets out what are to be the functions of
the neww Management and Personnel¥and
which functions are to be transferred to the
Treasury from the Minister for the Civil Service,
as indicated by the Prime Minister fin her state-
ment % on ﬁ?November 1981%.

— — Mf'e
@E@w MANAGEMENT AND PERSONNEL(OMP)

Ministers — The Rt Hon Margaret Thatcher MP*
Minister for the Civil Service
ST (s oS ety
- assisted by A U emmetr 4] B«-.A—, +
) b
Permanent Secretary - Sir Robert Armstrong KCB CVO

Second Permanent Secretary - Mr John Cassels CB

Functions

(a) Maenagement systems and organisation,
ineluding support for Sir Derek Rayner; cost-
cutting studies; cost-consciousness; the
scrutiny programme and Service-wide reviews
of effectiveness and efficiency;

(b) Personnel management, including senior
Civil Service appointments; succession
planning; central management of staff groups;
classification; recruitment policy and
training, including the Civil Service College;

me0 e 9
* On ©MP business in theaCommons, the Prime Minister
will be assisted by £ M Ry Hcﬂm}l’n‘linister of

State, Treasury¥.

SECRET
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Civil Service conduct and security; and
acceptance of business appointments by
former senior civil servants and others;

(c) +the Public Appointments Unit, the
Machinery of Government Division, the Civil
Service Medical Adviser, the Ceremonial
Branch and the Government Hospitality Fund.

The Civil Service Commission will be part of the
6EEI;§TEE—Management and Personneiz but the selection
of individuals for posts in the Civil Service remains
the independent responsibility of the Civil Service

Commissioners. .
bonka = e 1Al G Ok Tt v
F&NCTIONS TO BE TRANSFERRED TO THE TREASURY

Responsibility for the following functions and organis—
ations will be transferred from the Minister for the
Civil Service to the Treasury:

-

(a) control of Civil Service manpower numbers
and associated administrative costs;

(b) the pay, allowances, superannuation and
related conditions of service of the Civil
Service and the comparable functions of the
Minister for the Civil Service in respect of
the armed forces, the judiciary, certain public
bodies and some others in the public sector;

(e¢) the Central Computer and Telecommunications
Agency; the Civil Service Catering Organisation;
and the Chessington Computer Centre (which
provides services for a number of departments).

The responsibilities of the Minister for the Civil
Service in respect of HM Stationery Office, the Central
Office of Information and the Government Actuary's
Department will be transferred to the Chancellor of the

Exchequer.

SECRET
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¥ will be appointed as an
additional Minister of State in the Treasury

to help in the discaﬁagﬁ'of these responsibilities.
He will answerin the Commons for the whole range of
Civil Service matters.

10 Downing Street
London SWi1
November 1981
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DRAFT of 28 October 1981

DRAFT MINUTE FROM THE PRIME @lﬂrﬁiﬁi T0 THE HOME
SECRETARY
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THE REORGANISATION OF THE CENTRAL DEPARTMENTS

e

noon, I shall be announ01ngbmy—éee@9*en to
reorganise the work of the central departments.

2 I believe we must unify our arrangements

for the central allocation and control of all
resources. So I am transferring my responsibilities

for Civil Service manpower, pay, pensions and
allowances to the Treasury.

3 Equally, however, we must maintain the
priority we have given to improving Civil Service
efficiency and I want to continue to be personally
associated with this work. So I shall remain
Minister for the Civil Service and retain my
responsibilities for the organisation, management
and overall efficiency of the Service and for policy
on recruitment, training and other personnel manage-
ment matters.

4. When the Order in Council required to transfer
the functions to the Treasury comes into effect,
there will no longer be a department known as the
Civil Service Department. I shall be assisted by a
new Office of Management and Personne%? This Office
- will work closely with the Cabinet Office as well as
the Treasury. It will be headed by Sir Robert Armstrong,




SECRET

(who will continue as Secretary of the Cabinet and
head of the Cabinet Office) with Mr John Cassels

as Second Permanent Secretary. The rest of the CSD
will become part of the Treasury.

B The new Ministerial arrangements will be

introduced on i Monday,lg November4. The Chancellor

of the Exchequer will deal with all Civil Service

manpower, pay, pensions and related matters on my

behalf between then and the day the Transfer of

Functions Order comes into effect. He will be assisted

by A bemy loqee T; who will be an additional Minister

of State in the Treasury. Eﬁ*”’l Hh1u~ A At A

RS qu ’\va\ Mwﬂ, R O T

6. On all the responsibilities I shall be retaining

as Minister for the Civil Service £ k& G-erettr Fowill
i e S g s ’JH-wvH

assist me, & Voo W Gomey %

s Sir Tan Bancroft and Sir John Herbecq, both of

whom were due to retire by the end of next year, will

be retiring $at the end of this weekd as a consequence
of these changes. On Sir Ian's departure, Sir Robert

Armstrong and Sir Douglas Wass will become Joint Heads
of the Hgﬁe Civil Service.

8 I enclose a copy of the statement I shall be
making this afternoon. Sir Ian Bancroft is writing to
the Permanent Heads|of Departments to inform them of
the changes.

9. Copies of this minute go to the other members
of Cabinet, to thg Paymaster General, the Law Officers
and to Sir Robert/ Armstrong.




10 DOWNING STREET

From the Principal Private Secretary

SIR IAN BANCROFT

Future of the Central Departments

The Prime Minister will not now be returning.to this country

from the Cancun Summit Meeting until Monday of next week; and the
Opposition have today tabled a vote of no-confidence in the Government
which will be debated on Wednesday, 28 October. Much of the Prime
Minister's time between her return to London and the debate will of
course be taken up with the preparation of her speech for the debate.
She has decided in these circumstances that she will not be able to
make the proposed statement on the future of the central departments
next week and that it should therefore be postponed until the new
session of Parliament. This means that we should think of making

the announcement in the week beginning Monday, 9 November.

I am sending copies of this minute to John Kerr (HM Treasury),
Jim Buckley (CSD), Sir Douglas Wass (HM Treasury), Sir Robert
Armstrong (Cabinet Office) and Sir Derek Rayner.

W& A waImMore

20 October, 1981




10 DOWNING STREET

From the Principal Private Secretary

PERSONAL AND CONFIDENTIAL

SIR ROBERT ARMSTRONG

I showed you the Prime Minister's
comment on your minute AO5738 of 16 October
1981 about the talk you are due to give to
the Women's National Commission.

She thinks that you should go back
to Lady Young and explain that circumstances
have changed since you were originally
invited to address the meeting. I think
that this means that if the talk is to go
ahead, it will have to be without the
press being present.

AN .

19 October 1981
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ce for information
Mr WHITMORE Sir Robert Armstrong

FUTURE OF THE CENTRAL DEPARTMENTS

Tl To save time, I am sending you herewith my comments
on Sir Ian Bancroft's draft of the Parliamentary statements
in the shape of a copy minute to Sir Robert Armstrong.

Ch I attach much importance to the point in paragraph 4
of the minute (namely, getting the act together) and am more
than willing to make Mr Priestley available for this purpose
if the Prime Minister wishes. He would of course need &
clear mandate.

_ Rayner
October 1981

Enc:  Copy minute to Sir Robert Armstrong
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cc for information

ir Robert Armstrong Mr Whitmore

FUTURE OF THE CENTRAL DEPARTMENTS

My comments on the draft statement to the House of Commons
are as follows; I believe that you have already discussed it
with Mr Cassels and Mr Priestley and that some of my points
coincide with yours.

(1)

I assume that the statement will be repeated in
the House of Lords - by the Chancellor of the

Duchy of Lancaster?
It would be better if shorter.

I had thought that the Prime Minister was keeping
her responsibilities as Minister for the Civil
Service for both Supply Control and "management
and personnel". If so, is she not delegating
the former to the Chancellor of the Exchequer
rather than transferring it to him (paragraph 3
and elsewhere)? (I understand that you have
asked Mr Priestley to look intothis.)

On the question of Ministerial assistance with
OMP, I am very doubtful whether there would be
enough work for a Minister to do to provide any-
thing like a full-time job. I should prefer a
Minister to be presented as in reserve, so to
speak, and I suggest that paragraph 6 should end:

I shall be assisted in the day-to-day
discharge of these responsibilities by ....... "

I must confess that I am a bit dubious about
"Joint Heads of the Civil Service'", but do not
know exactly how far you and Sir Douglas Wass




have got on this subject. I think it very
important that the Prime Minister should be able

to look to a single source of advice on some
issues, eg machinery of government, business
appointments. On the other hand, "Joint
Headship" should assist the Cabinet Office-Treasury
relationship.

The references to Sir Ian Bancroft and Sir John
Herbecq will need expanding. I suggest something
like this: :

" eecesssnss 1 am grateful to these officers for
the meny years of distinguished service they
have given to the nation, I am sure that hon and
rt hon Members will join in thanking and in
wishing them well for the future."

Za I have some relatively minor points on the Notes for
Supplementary Questions and the Allocation of Functions. I am
giving these to Mr Priestley.

3. Sir Ian Bancroft's minute to the Prime Minister of last
Friday causes me some anxiety. There has been ample time to
consult Sir Douglas Wass, you and me about both the draft state-
ment and the other drafts, still to come, including the letter to
Mr Edward du Cann. I hope that it will be clearly understood
that we are to be consulted aboutthese drafts well before the
eleventh hour. My main worry now is whether the run-up to the
announcement and the preparations for the first day and beyond
are well enough in hand. I should be much happier if someone
in my office, as one of the Prime Minister's staff, was now given
the job of pulling things together.

4, Giverl the shortage of time, I am copying this to Mr Whitmore,
with a ggj r note, which is copied herewith to you.

Enc: WNinute to Mr Whitmore

October 1981
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Meeting with the Chancellor tomorrow, 20 October

You are seeing the Chancellor twice tomorrow. First, at

9 o'clock, is purely to cover the public expenditure discussions

e | ”‘

in Cabinet later on. At the 4 o'clock meeting I understand that
g et et

the Chancellor will wish again briefly to consider how best to

handle subsequent discussions on public expendifure in the light

of progress at tomorrow's Cabinet. He will also want to make

some general points about Cancun. (He was unable to get to

today's briefing meeting because of his meeting in Luxembourg.)

He is also rather worried about the effect on markets of leaks
T L R

of the public expenditure discussions and I would expect him to

[S——

raise this with you. The future of the CSD, in particular the

question of who would be the Minister in charge of the enlarged

Treasury team, is also on his agenda. 4

19 October 1981
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PRIME MINISTER

The Central Departments

I enclose in the folder below a number of papers about the
abolition of the CSD:-

a. You said that you wished to study in detail this weekend
the report on the reallocation of the CSD's functions to the
Treasury and to the Cabinet Office which was prepared by
Permanent Secretaries during your absence in Australia.

When you looked at these papers briefly last weekend you said
that you could not make an announcement about the changeé in
organisation on Tuesday 20 October. I am afraid that there was

a typing error in Mr. Rickett's minute, which mentioned the

date of Tuesday 17 October: this date should have been Tuesday
27 October (not Tuesday 20 October as you understandably assumed).
My own view is that Thursday 29 October would be even better than
Tuesday 27 October for your statement. Though this would
inevitably increase the risk of a leak, it would give you the
opportunity of informing Cabinet as a whole at their meeting

on that day of your decisions.

b. Sir Ian Bancroft has submitted today the first draft of

your statement. His minute also deals with the timetable leading
up to the announcement, and this is all posited on the assumption
that you will make your statement on 27 October.

el Sir Robert Armstrong has also minuted you today on various
points about the reorganisation of the Central Departments. He
too takes up the question of the date of your statement and
supports the idea that Thursday 29 October might be the best
day. He also suggests that you might now wish to take the Home
Secretary into your confidence. If you are ready to do this -
and I agree that the time is right -, would you like a word with
him after the 1030 meeting this coming Monday?

16 October 1981
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Ref, AG5739

PRIME MINISTER

Reorganisation of the Central Departments

You have plenty to read on this subject, and I will, therefore, be brie:.

25 I believe - and Douglas Wass agrees - that Ian Bancroft will not try to
‘go public", He has accepted the decision, and agreed the proposals for putting
't into effect: we do not believe he will seek to lobby against it.

3. By the same token I believe that it would now be pretty difficult to
reverse engines, In terms of the psychology of the indiciduals concerned, I
doubt whether we could go back to where we were, as if nothing had happened.

4. Both Derek Rayner and I have said that our preferred course would be to
transfer the CSD entire into the Treasury. I have come to believe that what is
now proposed is a good deal better than a "pis aller"”, In Melbourne I had two
long talks with my Canadian counterpart, and was struck by the fact that the
organisation which we are proposing to have is very like the organisation which

the Canadians have, and which has clearly proved its value in terms of effective-

ness at the centre. The creation of the CSD' diverced the management of man-

power and personnel both from the management of resources and from the
management and co-ordination of policy-making. What we are now proposing
to do would sensibly brigade the management of manpower and pay with the
management of resources and the management of people and organisation with
management of policy-making.

5. I understand that Sir Ian Bancroft is submitting a draft statement todav.
That has not been discussed with the rest of us, (Derek Rayner, Douglas Wass
and me), and we may well want to suggest changes.

6. On the date of announcement, we had envisaged27 October because we
thought that you might not be able to make a statement on 29 October becauss o:
prorogation or because of your visit to Bonn. The visit to Bonn is now post-

poned. If the arrangements for prorogation allow you to make a statement on

29 October, that would be a very convenient day: it would enable you to tell the

MANAGEMENT IN CONFIDENCE
PERSONAL
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Cabinet in the morning, and Ian Bancroft to tell fellow Permanent Secretaries
* at his regular weekly meeting with themon26 October, and would also give time

for the other preliminary things that need to be done (including telling the unions

T Finally, I wonder whether the time has come when it might be useful for

you to take the Home Secretary into your confidence about what you have in miné,

It would certainly be useful to make sure that he is '"on side' before you tell the

Cabinet as a whole.

ROBERT ARMSTRONG

16 October 1981

MANAGEMENT IN CONFIDENCE
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I attach a draft Parliamentary sta‘tgent and notes %ﬁ?“cztz‘cssﬂ'j
supplementaries on the reallocation of the CSD's .
functions. The drafts adopt the scheme of reallocation /(s desmis<
proposed in the attachment to my minute of 9 October. M"f

S ouk

Simultaneously with the announcement on Tuesday, 27 y £ Han
October, we shall need to circulate a notice to all thé =
staff affected by the changes to explain the new arrangelﬁbut !
ments and to tell them what is to happen to them

personally. This is essential to get the new arrangements

working effectively from the start. The notice must be /7
printed in secure conditions and will need to be with the 7,
FCO press on the morning of Friday, 23 October. It will (/
be based on the essential points of your Parliamentary x.
statement, though without naming the new Ministers. I

should be grateful to know your decision on the attached

drafts of your statement before you leave for the Cancun

Conference on Wednesday, 21 October. We can then put the

notice to bed on Friday, 23 October and can carry forward

the final preparations for your return. The decisions on

substance will not of course rule out amendments to the

drafting of the Parliamentary statement nearer the day.

We have been at pains to conduct this whole exercise on a
highly confidential and restricted basis in order to avoid
news of your decision becoming public prematurely.
Unavoidably, the preparations for your announcement will
involve progressively more people and activity; so the
sooner the amnouncement, the better. This is why we remain
convinced that Tuesday, 27 October is the best day to break
the news.

Because of the timetable, I am putting these drafts to you
now without having had time to clear them Ffirst with the
Chancellor of the Exchequer, the Chancellor of the Duchy or
oir Robert Armstrong, Sir Derek Rayner and Sir Douglas Wass.
I am sending copies of this minute and enclosures to them.

S
TAN BANCROPT

16 Qctober 1981
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THE CENTRE : DRAFT STATEMENT TO PARLIAMENT

s With permission, Mr Speaker, I will make a statement.

2, I have decided to strengthen the arrangements for
controlling the cost and size of the Civil Service and for
improving its efficiency. This will entail a reallocation
of work between the central departments.

i The effective control of public expenditure is vital
to our economic strategy. But for the last 13 years,
control over expenditure on the Government's own activities

has been divided between the Treasury and the Civil Service
Department. The time has now come to reunify responsibility
for the central allocation and control of all resources. I
have decided, therefore, to transfer to the Chancellor of
the Exchequer control over Civil Service manpower, pay,
superannuation, allowances, and the Central Computer and
Telecommunications Agency. L ] will be appointed
as an additional Minister of State in the Treasury to help
in the discharge of these responsibilities. He will answer
in this House for the whole range of Civil Service matters.

4. This Government has already done much to improve the
efficiency and effectiveness of the Civil Service. I am

sure that all hon Members would join with me in saying that
the talent and the potential is already there in the Civil
Service. But much more remains to be done and I look forward
to reading the report of the Select Committee on the Treasury
and Civil Service, whose Sub-Committee is currently studying
this subject.

B I do not believe that the best way to achieve our

objectives is by transferring responsibility for all Civil
Service matters to the Treasury. That is why, at the turn of

5 B COR BN
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the year, I agreed with the Select Committee that there

should not be a total merger of the Treasury and the Civil
Service Department. The selection, development and
motivation of the Civil Service and the way that it is
managed are all vital to the improvements in efficiency which
we - and the staff themselves - want to see. So they must

get as much attention and priority as the control of public
expenditure and we need to arrange the machinery of government
to reflect this,

6. I have concluded, therefore, that while resource
allocation and control should be unified in the Treasury, I
should continue to be Minister for the Civil Service and
retain responsibility for the organisation, management -and
overall efficiency of the Home Civil Service and for policy
on recruitment, training, grading structures and other
personnel management matters, all of which have their part to
play in creating and maintaining the kind of Civil Service
the country needs. I shall be assisted by [

who will have day-to-day charge of these responsibilities.

Ts There will no longer be a department known as the Civil
Service Department. The staff who assist me will constitute
the Office of Management and Personnel. The Permanent
Secretary of this new Office will be Sir Robert Armstrong who
will also continue, as Secretary of the Cabinet, to head the
Cabinet Office. He will be assisted on the business of the
new Office by Mr John Cassels, Second Permanent Secretary.
Sir Robert Armstrong and Sir Douglas Wass will become Joint
Heads of the Home Civil Service.

8. An Order in Council will be necessary to transfer the
responsibilities for Civil Service manpower, pay and so on
to the Treasury. The Order will be laid before Parliament
shortly. In preparation for its taking effect, the new
arrangements will be introduced administratively from [ 2
November ] and the new Office of Management and Personnel

SECRET
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will begin to function on that date.

9. The new arrangements will immediately save two
Permanent Secretary posts. Accordingly, Sir Ian Bancroft,
Head of the Home Civil Service and Permanent Secretary to
the Civil Service Department, and Sir John Herbecqg, the
Second Permanent Secretary, will be retiring as soon as
the re-organisation takes place.

103 Copies of a note setting out the distribution of
functions between the Treasury and the Office of Management
and Personnel have been placed in the Library.

October 1981
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NOTES FOR SUPPLEMENTARIES

Q1 WHY NOT JUST MERGE CSD AND THE TREASURY?

A Because I believe that our drive for improved
efficiency and better management in the Civil Service
could not be given the time and attention it requires

if the CSD were simply merged en bloc with the Treasury.
One of our objectives is to strengthen the control of
public expenditure and that can best be done by unifying
all central responsibility for resource allocation and
control under the Chancellor of the Exchequer. But we
also need an organization whose prime aim is to improve
the management and efficiency of the Civil Service. I
believe it is right that I should continue to put my.own
authority and personal attention behind this important

task.
Q2 WHY MAKE THE CHANGE NOW?

A A lot of good work has already been done. For
example, we are well on course for the 1984 Civil Service
manpower target. But a lot more remains to be done both
on the public expenditure and on the Civil Service
efficiency fronts. I am convinced that the time has come
to strengthen our arrangements for both these purposes.

Q3 HOW MUCH WILL THE RE-ORGANIZATION COST?

A The cost will depend on the precise arrangements,
still to be worked out, for such matters as accommodation.
But I do not expect the amount to be great, and we shall
get it back many times over by the savings we shall achieve
through better public expenditure control and increased

efficiency.




Q4 HOW MUCH WILL THE RE-ORGANIZATION SAVE?

A There will be some staff savings as a result of
the re-organization. For example, there will be the
immediate savings of two Permanent Secretary posts I
have referred to; and further savings at lower levels
can be expected over the coming months. But the biggest
gavings will come from unified expenditure control and
the strengthened drive on efficiency.

Q5 HOW CAN EFFICIENCY BE SEPARATED FROM THE CONTRO
OF RESOURCES? -

A The two are, of course, deeply intertwined. There
will therefore be the closest liaison, at both Ministerial
and official levels, between the Treasury and the Office
of Management and Personnel. But I think it important
that the organization should reflect the essential link
between efficiency and the training, motivation and
development of staff.

Q6 WHAT WILL BE THE ROLE OF SIR DEREK RAYNER?

A Sir Derek Rayner, who has made a splendid contribution,
will continue to give me independent advice on efficiency
and the elimination of waste in the public service.

QT WHO WILL THE UNIONS DEAL WITH ON THE MANAGEMENT OF
THE CIVIL SERVICE?

A The unions will deal with the Treasury over manpower,
pay, allowances and things of that kind. They will deal
with the Office of Management and Personnel over personnel
management, training etc., and questions of efficiency. No
doubt there will be some matters on which it will be
sensible for them to deal with both Departments jointly,
and arrangements can be made for that as necessary.




SECRET

Q8 DOES THIS SIGNAL A CHANGE IN THE GOVERNMENT'S
APPROACH TO THE NEXT CIVIL SERVICE PAY SETTLEMENT?

A No. We have already made clear our policy on that

and we stand by it..

Q9 WILL SIR IAN BANCROFT/SIR JOHN HERBECQ NOW BE TAKING
UP JOBS IN THE PRIVATE SECTOR?

A I do not know what their plans are for their retire-
ment. But should they wish to take up positions in the
private sector, the normal rules about business appoint-
ments for former senior civil servants will, of course,

apply.
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REORGANIZATION OF THE CENTRAL DEPARTMENTS : ALLOCATION
OF FUNCTIONS

This note sets out the functions of the Office of Manage—
ment and Personnel and the functions to be transferred to
the Treasury from the Minister for the Civil Service, as
indicated by the Prime Minister in her statement on

[ 27 October 1981].

OFFICE OF MANAGEMENT AND PERSONNEL (OMP)

Ministers — The Rt Hon Margaret Thatcher MP*
Minister for the Civil Service

- Assisted by [

Permanent Secretary - Sir Robert Armstrong KCB CVO

Second Permanent Secretary — Mr John Cassels CB

Functions

(a) Management systems and organisation,
including support for Sir Derek Rayner's unit; cost-
cutting studies; cost-consciousness; the scrutiny
programme and Service-wide reviews of effectiveness

and efficiency;

(b) Personnel Management, including senior Civil
Service appointments; succession planning; central
management of staff groups; grading structure,
recruitment policy and training; Civil Service
conduct and security; acceptance of business
appointments by former senior civil servants and
others; and the Ceremonial branch;

% on OMP business in the Commons, the Prime Minister will be
assisted by [ Minister of State, Treasury].

CSEERET r= = 5
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(e) the Public Appointments Unit and the
Machinery of Government Division, the Civil
Service Medical Adviser and the Government
Hospitality Fund.

The Civil Service Commission will be part of the Office of
Management and Personnel, but the selection of individuals
for posts in the Civil Service remains the independent
responsibility of the Civil Service Commissioners.

FUNCTIONS TO BE TRANSFERRED TO THE TREASURY

Responsibility for the following functions and organizations
will be transferred from the Minister for the Civil Service

to the Treasury:

(a) control of Civil Service manpower numbers
and associated administrative costs;

(b) the pay, allowances, superannuation, and
pay-related conditions of service of the Civil
Service and the comparable functions of the
Minister for the Civil Service in respect of the
armed forces, the judiciary, certain public bodies
and some others in the public sector;

(e) the Central Computer and Telecommunications
Agency; the Civil Service Catering Organization; and
the Chessington Computer Centre;

(d) the Minister's responsibilities in respect of
HM Stationery Office, the Central Office of Information
and the Government Actuary's Department.

An additional Minister of State [ ] will be
appointed in the Treasury.

10 Downing Street
London SW1
October 1981
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PRIME MINISTER

Reorganisation of the Central Departments

You have plenty to read on this subject, and I will, therefore, be brief.

2, I believe - and Douglas Wass agrees - that Ian Bancroft will not try to

""go public'’., He has accepted the decision, and agreed the proposals for putting
mct:: we do not believe he will seek to lobby against it.
3% By the same token I believe that it would now be pretty difficult to
reverse engines. In terms of the psychology of the indiciduals concerned, I

doubt whether we could go back to where we were, as if nothing had happened.

4., Both Derek Rayner and I have said that our preferred course would be to
transfer the CSD entire into the Treasury. I have come to believe that what is
now proposed is a good deal better than a 'pis aller". In Melbourne I had two
long talks with my Canadian counterpart, and was struck by the fact that the

organisation which we are proposing to have is very like the organisation which

the Canadians have, and which has clearly proved its value in terms of effective-

ness at the centre. The creation of the CSD divorced the management of man-
e —

power and personnel both from the management of resources and from the

management and co-ordination of policy-making, What we are now proposing

to do would sensibly brigade the management of manpower and pay with the
management of resources and the management of people and organisation with
management of policy-making.

5. I understand that Sir Ian Bancroft is submitting a draft statement today.

That has not been discussed with the rest of us, (Derek Rayner, Douglas Wass

and me), and we may well want to suggest changes.

6. On the date of announcement, we had envisaged2? October because we
thought that you might not be able to make a statement on 29 October because of
prorogation or because of your visit to Bonn. The visit to Bonn is now post-
poned. If the arrangements for prorogation allow you to make a statement on

29 October, that would be a very convenient day: it would enable you to tell the

MANAGEMENT IN CONFIDENCE
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Cabinet in the morning, and Ian Bancroft to tell fellow Permanent Secretaries
at his regular weekly meeting with themon28 October, and would also give time
for the other preliminary things that need to be done (including telling the unions),

7. Finally, I wonder whether the time has come when it might be useful for

you to take the Home Secretary into your confidence about what you have in mind.

It would certainly be useful to make sure that he is '"on side' before you tell the

Cabinet as a whole.

ROBERT ARMSTRONG

16 October 1981

MANAGEMENT IN CONFIDENCE
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Some months ago Lady You writing in her capacity as pne of th
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Chairmen of the Women's National Commission (WNC), invifed meé to give a
J;;Tta]k to WNC members on the machinery of Government in this country.

2 I understand that it is the custom at WNC plenary meetings to devote the
afternoon session to a talk, followed by questions and answers and general dis-
cussion. I thought that I should accept this invitation, particularly as the WNC
Secretariat is on the strength of the Cabinet Office; and the talk is due to take
place on Thursday 5 November.

5% I am afraid that it never occurred to me that it was other tha;n a private

ey
occasion; but I am now told that representatives of some women's organisations

——
outside the WNC are being invited to hear the talk, and I am being asked whether
I should have any objection to their following their normal custom of inviting the
Press to their afternoon sessions. In other circumstances what I would say on
this subject would be completely anodyne, and for myself I should not particularl‘y
mind the Press being there. If, however, by that time, the Prime Minister has
announced proposals for the reorganisation of the central Departments,I shall

not be able to avoid saying something about that, and there may be considerable

interest in and some publicity for the event.

4, The simplest course would no doubt be to say that I should prefer that the
Press were not invited on this occasion. But that might in itself attract
unfavourable comment; and I wonder whether there might not be some advantage
in letting the occasion go ahead: it would provide an unforced opportunity for me
to make it clear that, while it is, of course, the Prime Minister's decision, 1
support it and believe that the changes proposed are not only workable but a
positive contribution to greater effectiveness at the centre of Government.

5, Do you think the Prime Minister would agree that I should not ask the
WNC to change their normal arrangements an-t’i seek to make positive use of the

!
opportunity in this way?2

ROBERT ARMSTRONG

16 October 1981
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SIR TAN BANCROFT

FUTURE OF THE CENTRAL DEPARTMENTS

The Prime Minister saw on her return from Australia
the report on the reallocation of the CSD's functions ite
the Treasury and to the Cabinet Office which you submitted
with your minute of 9 October but did not have time to
study it in any detail before her departure yesterday for
Blackpool. She proposes therefore to return to the matter
at the end of the week.

In the meantime she would be grateful if you could
ensure that the work which is already in hand is pressed
forward. You should continue to assume, at least for the
time being, that the Prime Minister w111 announce the changes
on Tuesday 27 October, as proposed in paragraph seventeen
of the report.

I am sending copies of this minute to Mr Kerr (Treasury),
Mr Buckley (CSD), Sir Douglas Wass, Sir Robert Armstrong,
and Sir Derek Rayner.

W

13 October 1981
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PRIME MINISTER

Central Departments

I attach at:

The submission agreed between Sir Ian Bancroft an 1s>
Sir Douglas Wass, and Sir Robert Armstrong and Sir va
Derek Rayner.on the re-organisation of the central N
departments. This sets out how they see the functions \F%/’

of central departments being reallocated and at ,
paragraphs 17-19 it recommends that the changes should

. /
be announced on Tuesday 17 October, The necessary bﬁ:’?Jr |

Order in Council would be laid on 4 or 5 November and
would come into effect about 23 weeks later (e.g.

on Monday 23 November). Paragraphs 21 and 22 set out
the further work that will be necessary.

Sir Ian Bancroft's personal views on the proposals.

Sir Ian Bancroft's recommendations on the reallocation

of Permanent Secretary posts in the central departments.

You will no doubt wish to discuss this with Clive Whitmore
and S%f Robert Armstrong when you have had time to read these

proposals, but are you content for work on the lines set out in
tHE-EE?Eed submission to proceed? All these papers stress the
point that if we are to take decisions on this subject they should
be taken quickly.

s L

Armabaws wAlE oy WAL sty
bt T bty & gy, B AT B

9 October 1981
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PRIME MINISTER

Reorganisation of the Centre: Ministerial Arrangements

In Sir Jan Bancroft's submission about the reorganisation of the centre

be said that I would provide a separate note on the Ministerial arrangements

2. Atpresent the Treasury has 5 Ministers: two members of the
Cabinet (the Chancellor of the Exchequer and the Chief Secretary) and three
Ministers of State or equivalent (Mr. Ridley, Mr. Bruce-Gardyne and
Lord Cockfield). '

3. The Civil Service Department has two Ministers: the Chancellor of
the Duchy of Lancaster (who isalso Leader of the House of Lords) and a
Minister of State ({Mr. Hayhoe).

4. You yourself, as both First Lord of the Treasury and Minister for the
Civil Bervice, are the overlord for both Departments.

5. Ibelieve that Lord Scames's absence in Rhodesia shows that there is
really not enough work for more than one Minister in the CSD.

6. You have already ln;_cated to the Chancellor of the Exchequer that, if
the Treasury takes over the CSD work proposed, you will provide the Treasury
with an additional Minister of State. .

7. In respect of the work which comes to the Cabinet Office, you will
presumably want to retain a close measure of responsibility yourself,
particularly for the Rayner unit and the efficiency work related to it. Butl
think that you may find ituseful to have some Ministerial support in supervising
the CSD business which comes to the Cabinet Office, and to have a Minister who
can answer Parliamentary Questions about day to day matters on questions
which will now come within the new responsibilities of the Cabinet Office.

8. If there is to be an additional Minister of State in the Treasury, that

will have to be offset by a reduction somewhere else, as we are up against the
statutory limit of numbers of Ministers of State. Unless a reduction can be
found in some other Department, the post now occupied by Mr. Hayhoe will
have to disappear. I think that you then have three options:-

-l-
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To transfer Mr., Hayhoe to the Treasury - which would have
the merit of continuity and of not wnlﬂng‘ tﬂo goodwill which
he has built up with the unions,

To transfer to the Treasury from some other Department a
Minister of State whose place Mr, Hayhoe could take,

To drop Mr. Hayhoe and thus give yourself a free hand in find
a4 new Minister of State for the Treasury,

If the new Treasury post is to £0 to someone else than Mr. Hayhoe, it would be
as well if the person chosen was someone who elready had experience of
Government. You will no doubt want to discuss this with the Chancellor of the
Exchequer.

9. I suggest that the two functions for which you may need support ~ the
day to day supervision of business, and answering Parliamentary Questions -
could in that event be best fulfilled by:-

(a) inviting Lady Young to support you in superviging the CSD
\/ Elnen which now comes to the Cabinet Office and to
muuﬁonn in the House of Lords;

inviting whichever Minister of State in the Treasury assists

the Chief Secretary on manpower and pay to answer day to day

Questions on your behalf in the Houge of Commons on CSD

business which comes to the Cabinet Office.

Robert Armstrong

9th October 1981

e
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PERSONAL : SENIOR STAFF IN CONFIDENCE : SECRET

PRIME MINISTER

RE-ORGANIZATION OF THE CENTRE : PERMANENT SECRETARY
ARRANGEMENTS

In the submission attached to my minute of today's date
about the re-organization of the centre I said I would

be submitting separately a note on the Permanent Secretary
arrangements,

Sir Robert Armstrong thinks that, initially at any rate,

he will not need an additional Second Permanent Secretary
post in the Cabinet Office provided that Mr Cassels is
available to take charge of the Office of Man%gement and
Pergonnel in addition to his duties with Si erek Rayner.
Sir Derek has no reservations about the feasibility of this,
and is content. Sir Douglas Wass similarly believes that
the Treasury can manage to take on the new work transferred
to it without an additional Second Permanent Secretary post.

Accordingly both Sir John Herbecq and I will retire early as
soon as the re-organization comes into effect, This fact
will need to be included in the announcement of the re-

organization in order to forestall speculation.

As to the title and duties of Head of the Home Civil Service,
I recommend that Sir Robert Armstrong and Sir Douglas Wass
should become Joint Heads of the Home Civil Service, and
share the duties between them. =

I am sending copies of this minute to Sir Robert Armstrong
and to Sir Douglas Wass.

J6

IAN BANCROFT
9 October 1981
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PRIME MINISTER

THE RE-ORGANIZATION OF THE CENTRAL DEPARTMENTS

As instructed, I am sending you separately a note on
this, composed and agreed with Sir Douglas Wass, Sir
Robert Armstrong and Sir Derek Rayner.

I ought, however, to reaffirm in writing my own
views: I expressed these to you orally when we met
on 24th September. I will be brief.

I believe that the re—organization will make the

Service a less efficient instrument to serve the
Government o e day. It splits up a number of closely
inter-related functions and is fundamentally unstable.
It is to my mind a worse outcome an the original
proposal of a gomplete merger between the Treasury and
the CSD. I am very sad to say so, but I believe that it
will be ill-received within the Service. To many, it

will be ‘Seén as Turther evidence of the low esteem with
which this Administration regards its employees.

Having said that, the sooner it happens the better. I
am sure that my colleagues will try their hardest to
make it work.

You have made your decision, and I will now hold my
peace.

J

IAN BANCROFT
9 October 1981
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PRIME MINISTER

FUTURE OF THE CENTRAL DEPARTMENTS

As requested in Mr Whitmore's minute of 24 Sepjémber

I attach a report on the re-allocation of CSD's

functions to the Treasury and to the Cabinet Office.

e At ey

I have prepared the report in collaboration with Sir.

Douglas Wass, Sir Robert Armstrong and Sir Derek
S g T T

Rayner. It is an agreed report.

I am sending copies of this minute to the Chancellor
of the Exchequer, the Chancellor of the Duchy of
Lancaster, Sir Douglas Wass, Sir Robert Armstrong, and
Sir Derek Rayner.

I

TAN BANCROFT
9 October 1981
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SECRET

THE RE-ORGANISATION OF THE CENTRAL DEPARTMENTS

1. Mr Whitmore's minute of 24 September recorded the Prime
Minister's decision in principle to abolish the CSD and:
eesEmeE——— | e———

a. transfer its responsibilities for manpower and pay
to the Treasury;

b. transfer its functions in the field of efficiency to
the Cabinet Office; and )

o1 redistribute its other functions

Wie were asked to suggest how this reallocation might be arranged
in detail.

The Framework of Proposals
2 CSD's functions divide broadly into:

2. Control of Civil Service pay; superannuation; other
conditions of service; manpower numbers and associated
administrative costs (including supply control of PSA,
HMSO and COI); computer policy and project approval.

b. Development and appraisal of organisation and }
management, partly in support of supply control and partly
in search of improved efficiency and effectiveness (eg
through the scrutiny programme, service-wide reviews,

and the annual scrutiny of departmental running costs).

C. Nanagement of people: succession planning and senior

appointments, central management of certain staff groups,
policy for the management of other staff and central
policy for recruitment and training.

d. Provision of central services: recruitment (Civil Service

Commission), training (CS College), procurement of and
developments in administrative computers (CCTA), catering

(CS Catering Organisation) and central payrolling (Chessington
Computer Centre).




e. Support to all the above: Departmental establishments

and personnel work.

e The redistribution of some of these functions follows clearly
from Mr Whitmore's minute of 24 September (see paragraph 1(a) and

(b) above). Accordingly:

a. C3D's responsibilities for manpower, pay, superannuation
and other conditions of service and for supply control of PSA,
HMSO and COI would be transferred to the Treasury, thus

unifying the central control and allocation of all resources,

o The Central Computer and Telecommunications Agency would
be transferred to the Treasury on the same principle.

e The seven CSD staff in the Functions and Programmes
command (FP1), who support the scrutiny programme and service-
wide reviews with which Sir Derek Rayner is associated, would
be transferred to the Cabinet Office,

d. The CSD staff in the Personnel Management command who
deal with the selection, development and motivation of
people would be transferred to the Cabinet Office.

e. Security; acceptance of business appointments by former
senior civil servants and others; and civil service conduct
would be transferred to the Cabinet Office, but retirement
policy would go to the Treasury.

T The Public Appointments Unit, the Machinery of Government
Division and the Ceremonial Branch would be transferred to the
Cabinet Office.

This leaves for decision the following main areas of CSD's work:

a. "Good housekeeping" - including cost-cutting studies, work
measurement, reviews of functions eg messengerial and typing
services, transport economy (part of Functions and Programmes

Division 2).




! o Staff Inspection and Evaluation Division — a vital arm

of Manpower control, but increasingly deployed in support
of scrutinies, functional reviews etec.

(s Accountancy, Finance and Audit (5 Treasury staff out-posted
in CSD) - including staff work on the Annual Scrutiny of
Departmental Running Costs, key ratios and indicators.

d. Management Development - including general organisation
and methods, management reviews, 08V aspects of computerisation.

(=] Operational Research - including support services for
Manpower and Pay and for other departments. '

The redistribution of these areas of work turns, in each case,
largely on a judgement on how best to promote the centre's work on

efficiency.

Efficiency

Die At present, some aspects of the drive for greater efficiency
are being dealt with in the Treasury (eg financial control systems);
on other aspects, CSD is in the lead (eg departmental running costs
and management information systems); while yet other aspects are
being dealt with jointly (eg internmal audit). And CSD's personnel
management work is also clearly relevant to the improvement of
efficiency. A third force - Sir Derek Rayner's office - pioneers
new ideas, proposes fresh initiatives and tackles specific projects,
calling on CSD's resources for support if necessary. All of this
work is mutually supportive and inter-active.

6. On one view, it is mistaken conceptually to regard work on
efficiency and on personnel management as being separate from
resource control. But brigading all these functions together would
entail the transfer of CSD's functions en bloc to the Treasury. This
was considered and rejected at the turn of the year and we do not
consider it further in this report.

11 The way forward, we suggest, is to redistribute CSD's functions
by reference to the following objectives:
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a, consolidation in the Treasury of control over resources
of all kinds;

b. providing the Treasury with the specialist staff (eg
staff inspectors) needed for effective control of manpower

and administrative costs;

C. bringing together in the Cabinet Office the arrangements
for selecting, developing and motivating people; and

d. providing in the Cabinet Office a comparatively small,
high quality staff to assist the Government in its general
policies for the greater efficiency and effectiveness of
administration by running the scrutiny programme, service-
wide reviews and comparable management audit and by assisting
departments with development work complementary to management

audit.

These four objectives are inter-dependent but the third and fourth
of them are substantial and important in their own right; they are
concerned with much more than a set of control mechanisms.

8. This analysis leads us to suggest how the functions listed in
paragraph 4 should be distributed:

a. the "Good housekeeping" work of Functions and Programmes
Division 2 would go to the Cabinet Office in support of scrutiny
and similar work (minus work measurement, which is integral to
manpower control, and should go, therefore, to the Treasury) ;

b. Management development would also go to the Cabinet
Office because it is closely associated with the scrutiny
programme and other management exercises. But a few staff
would be out-posted to the Treasury in support of its

manpower control work.

Cs Staff Inspection, Operational Research and the CSD unit
of Accountancy, Finance and Audit would go to the Treasury,
but staff from them would be out-posted to the Cabinet Office,
as necessary, in support of its management audit and

scrutiny work,




Annex A sets out in full the proposed allocation of functions.

Staff Savings

9. Under these proposals, there would be an immediate saving

of two top posts - those of the Permanent Secretary and Second
Permanent Secretary, CSD, Iast October's report of the study.team
on the merger of the Treasufy and CSD made clear that integration
would produce some staff savings, particularly in supporting
services, We believe that similar savings can be expected under
our proposals. Detailed work will be needed after the changes,
are made to pin-point the posts which can be saved.

Comments on the Proposals
10, While we believe that this reallocation best gives effect to

the objectives set out in paragraph 7, we must draw attention to

the following points:

a. Because the centre would be divided, it would be necessary
for Ministers in charge of spending departments and the trades
unions to deal with both the Treasury and the Cabinet Office on
most efficiency and personnel management initiatives because of
their implications for manpower and pay, and vice versa. There
would no longer be one department responsible for the overall
management of the Civil Service.

b. Supply control, the development of better financial and
manpower control systems, internal audit, management information

systems, work measurement, cost-consciousness and the internal
organisation of departments are all deeply inter-twined. To
separate them, as our proposals do, is to perpetuate a divided
central capacity for strengthening the control of public
expenditure and improving the operational efficiency of
departments.

C. Unless the CSD functions transferred to the Cabinet
Office were in some way kept separate from the rest of the
Cabinet Office's work, there would be the risk of changing

the nature of the Cabinet Office and of it becoming subject

to the same degree of Parliamentary scrutiny and investigation
by the Parliamentary Commissioner as the Treasury and CSD are

at present.




11. With this last point particularly in mind, we recommend the
establishment of a separately identifiable unit - the "Office of
lManagement and Personnel" - todeal with the CSD functions transferred
to the Cabinet Office. It would be headed by the Secretary of the
Cabinet; and a Minister could be designated to be in day-to-day

charge of it on the Prime Minister's behalf. These arrangements

would not disturb the direct link between Sir Derek Rayner's office
and the Prime Minister.

The Allocation of Responsibility for the Commission, the.College etc

12. At present, the Civil Service Commission, the Civil Service
College, the CS Catering Organisation (CISCO), the CS Medical
Adviser and the Chessington Computer Centre are part of CSD but
create very little work for Ministers, and operate with considerable
day to day independence. We recommend that:

— the Oommission
- the College
~ the Medical Adviser

should become part of the Cabint Office on the same basis. We further

recommend that:

~ CISCO and
— Chessington

should come under Treasury MinistersX.

13. We also recommend that the responsibilities of CSD Ministers
for HMSO and COI should be transferred to Treasury Ministers.,*
They would also become responsible for the Government Actuary's
Department, which is closely associated with Superannuation.

14, Responsibility for the Government Hospitality Fund should, we
suggest, go to the Cabinet Office but without prejudice to
consideration of the case for its subsequent transfer to the FCO

(its main user). Parliamentary Counsel's Office, now a sub-department
of CSD, would also come under the Cabinet Office.

6

%The possibility of setting up, at a later stage, a Common Services
Agency embracing PSA and some or all of these activities is not
affected by these proposals.
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The Ministerial Arrangements

15. At present, the Treasury and CSD together have seven Ministers.,
Three of them have Cabinet rank and four are Ministers of State.

Sir Robert Armstrong will provide a separate note on the Ministerial

arrangements,

Permanent Secretary Arrangements
16. A separate note on the duties of the Head of the Home Civil

Service and the arrangements at Permanent Secretary level will
also be provided.

Timing of the Announcement

17. We recommend that these changes should be announced as soon as
possible and by means of an oral statement in Parliament.
Announcement in the week beginning 19 October, when the Commons
"spill-over" starts, may not be possible because CSD is First 'Order
for Questions on 21 October and the Prime NMinister departs for the
Cancun Conference that day, returning on the week-end of 24/25
October. Prorogation is expected on 29 or 30 October and we
suggest, therefore, that Tuesday 27 October would be the best day
to make the announcement. ILeaving it until 5 November, the second
day of the new Session, would increase the risk of leaks and

damaging speculation based on them.

18. When the announcement is made it will be essential to be able

to tell as many as possible of the staff of the CSD in which depart-—
ment they will in future be serving. This need cause no delay in
making the announcement: we have been able to do enough work in the
last fortnight to settle the destination of all but a very few

staff (they are mainly in the CSD's Basingstoke Finance and Personnel
Services Division). It would, however, be advantageous if a few
days were allowed for the staff to be told where they are going.

19, We recommend that as soon as this has been done, the
re-organisation should come into effect administratively.Delay would
leave the. CSD, at Ministerial and official level, broken-backed

for far too long in its dealings with other departments, the trades
unions, and others. For some time after the re-orgenisation there
will inevitably need to be some marginal adjustments in the
distribution of functions and staff between the two departments. It

7




will also take some time to sort out the accommodation for the
re-organised Centre. We do not see any point in delaying the
effective date of the re-organisation in an attempt to settle
everything before the change occurs.

Legislation
20. While the re-organisation could take effect administratively

without delay, the formal transfer of powers would require an

Order in Council. The Order would vest in the Treasury the functions
of the Minister for the Civil Service in respect of pay,
superannuation, conditions of service and allowances. But there is a
choice how to vest the Minister's remaining powers (ie "with respect
to the organisation and conduct of the civil service of the State,
the manner of admitting persons thereto or to situations therein").

The choice is between

a. retaining the office of Minister for the Civil Service
and continuing to vest the remaining functions in that

Minister; or

b. vesting the functions in the Prime Minister.

Our advice, confirmed by First Parliamentary Counsel, is that
retention of the office of Minister for the Civil Service would be
greatly preferable. On that basis, the Order would be subjectto
negative resolution procedure, and if laid on the first or second

day of the new session (4 or 5 November) could come into effect,

say, two and a half weeks later (on Monday 23 November). A fuller note
on this subject is at Annex B.

More Detailed Issues
21, In preparation for the announcement work is in progress on:

a. the drafting of a Parliamentary statement, and notes
for supplementaries, about the Prime Minister's decision;

b. arrangements for informing all Ministers in charge of
departments and their Permanent Secretaries;




Cq arrangements for informing CSD, Treasury and Cabinet
Office staff and the national and departmental Trades
Union esides about the changes;

d. arrangements for informing the Treasury and Civil

Service Committee;

€. arrangements for informing others (eg Megaw, CS Appeal
Board, TSRB, etc).

Further work will be required on:

a, Accommodation - the aim should be maximum colocation of
former CSD staff with the departments to which their work
is transferred; this will take time to arrange. .

o} Staff savings - detailed post-by-post scrutiny will be

required in some areas

Ca Allocetion of CSD support services (eg personnel services,

messengers, typists).
d. Accounting Officer and Vote arrangements.

Because of the risk of leaks, much of this work will have to await
the announcement of the changes.

9 October 1981
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ANNEX A

FUNCTIONS TC BE TRANSFERRED TO THE CABINET OFFICE
1 CSD's work on the following would be tranferred to the Cabinet

Office.

Management Systems and Organisation, embracing:

CSD's work in support of the Rayner Unit and "good
housekeeping" including service-wide reviews; the
scrutiny programme; cost-cutting studies and cost—
consciousness; and the Transport Economy Unit (FP1
and part of FP2)

management, organisation and systems studies;
service-wide review of forms; 0&7 including relevant

aspects of computerisation (MD)

support staff for the above, out-posted, as necessary,
from the Treasury (these support staff would be drawn
from the Staff Inspection, the Operational Research

and the Accountancy, Finance and Audit Divisions and
the Central Computer and Telecommunications Agency).

Personnel Management, including:
senior appointments

succession planning and the central management of
staff groups

- grading structure

recruitment and training policies

ch Security; acceptance of business appointments by former
senior civil servants and others; and Civil Service conduct.

d. The Machinery of Government Division
e. The Public Appointments Unit

i The Ceremonial Branch




FUNCTIONS TO BE TRANSFERRED TO THE TREASURY
25 CSD's work on the following would go to the Treasury:

a. Manpower, including:
- Annual Scrutiny of Departmental Running Costs

Staff Inspection and Evaluation* and the follow up
to Wardale

- supply control of PSA, HMSO and COI and work
measurement (part of FP2)

Operational Research*

b. Pay, Superannuation, Allowances, Conditions of Service
and retirement policy.

c. Central Computer and Telecommunications Agency*

ds Industrial Relations

e, The CSD unit of Accountancy, Finance and Audit*

* Staff from these divisions would be out-posted, as necessary, in
the Cabinet Office




ANNEX B

THE TRANSFER OF FUNCTIONS ORDER

it The office of Minister for the Civil Service was created in
1968. Since then, the office has always been held by the Prime
Minister of the day. The powers of the Minister are to be found
principally in the Minister for the Civil Service Orders of 1968
and 71 and in the Civil Service Order in Council 1978.

oA With rare exceptions, government departments have no powers
of their own and no legal existence. They are the collectivity of
"such secretaries, officers and servants" as the Minister appoints
to assist him discharge his functions (para 2, Schedule 1,
Ministers of the Crown Act 1975).

s However, Schedule 2 of the Parliamentary Commissivner Act 1967
lists the "Departments and Authorities Subject to Investigation" by
the Commissioner, Both CSD and the Treasury - but not the Cabinet
Office - are listed in that Schedule. Moreover, section 5(1)

of the Ministers of the Crown Act 1975 ("the 1975 Act") provides
that:

"o Order in Council which provides for the dissolution of a
government department shall be made under this Act unless,
after copies of the draft thereof have been laid before
Parliament, each House presents an Address to Her Majesty
praying that the Order be made",

A% It is against this background that the following action is
suggested to give effect to the redistribution of the CSD's functions,

Be An Order in Council under the 1975 Act would be made to transfer
to the Treasury the functions of the Minister for the Civil Service
in respect of the remuneration, allowances and pensions of the Civil
Service-(and, where appropriate, of the armed forces, the judiciary,
judicial staff and jurors etc).

1.
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65 But the present powers of the Minister "with respect to the
organisation and conduct of the Civil Service of the State, the

manner of admitting persons thereto or to situations therein"are not to
be transferred to the Treasury. We recommend that they should remain
vested in the Minisser for the Civil Service because:

a. merit may be seen in the retention of that office;

B it would avoid vesting the functions in the office of
Prime Minister itself; '

Cs since the Minister and some of the staff who currently
assist her +to discharge her functions would remain, the
changes would not involve "dissolution of a government
department" and the Order would be subject, therefore, only
to negative not to affirmative resolution procedure;

d. this in no way inhibits the adoption of the name "Office
of Management and Personnel" to describe the collectivity of
the staff who assist the Minister;

e. "The Office of Management and Personnel' would be added

to the list of "departments" in Schedule 2 of the Parliamentary
Commissioner Act 1967, thus preserving the exclusion of the
Cabinet Office from the list and from investigation,

i On this basis, the "Office of Management and Personnel" would
be ‘formally separate from the Cabinet Office (important for the
reason mentioned in (e) above and in respect of the work of the
Treasury and Civil Service Select Committee). But, for
administrative purposes, the "Office" could be run as part of the
Cabinet Office, with the Secretary of the Cabinet as Permanent
Secretary of the "Office".

8. The Order could be:

a, laid on 4 November;




b. come into effect on Monday, 23 November (there was a
two week gap between the laying and coming into effect of
the Minister for the Civil Service Order 1968).

I+ should be noted that the 40 days for prayers against the
Order would not have expired by 23 November. Bringing instruments
into effect before the expiration of the 40 days is, however, well

precedented.

osSD
9 October 1981
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"r RICKETT

ORGANISATION OF THE CENTRE: MEETING WITH
LADY YOUNG

Sir Tan Bancroft's submission on the
re-allocation of CSD's functions between the
Cabinet Office and Treasury should be with
the Prime Minister by tomorrow evening.

25 The bare bones are as in the attachment.

e

C PRIESTLEY
8 October 1981

Enc: As indicated
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PROPOSED RE-ALLOCATION OF CSD FUNCTIONS

A. TO TREASURY (c. 3,200 posts)

(1) Manpower and General Administrative Expenditure, including:

- Annual Scrutiny of Departmental Running Costs
- Staff Inspection and Evaluation Division (50
inspectors now brigaded with "efficiency")*
Follow-up to the Chain of Command Review (Wardale)
Supply control of PSA, HMSO and COI and work
measurement (now brigaded with "efficiency") .
Operational Research (18 staff)*

Pay, Superannuation, Allowances, Conditions of Service
and retirement policy

Industrial Relations

Central Computer and Telecommunications Agency *

CSD unit of Treasury's Accountancy, Finance and Audit
Division *

10 CABINET OFFICE (forming an "Office of Management
and Personnel") (c. 1000 staff)

Management systems and organisation

- The Rayner unit, existing CSD work in support
of it and "good housekeeping" (scrutiny programme,
Service-wide reviews, cost-cutting exercises).
Management Development, eg O&M studies
Field and support staff for the above, including
some out-posted from the Treasury.

* Staff from these divisions would be out-posted as necessary
in the Cabinet Office
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Personnel Management

Senior appointments and succession planning.
Central management of staff groups; grading
Structure. .
Recruitment and training (including the CS
Commission and College).

(3) Security, business appointments and conduct

(4) Machinery of Government

(5) Public Appointments Unit

(6) Ceremonial Branch

NOTE  FREE-STANDING FUNCTIONS

The following would report to Treasury Ministers:

Chessington Computer Centre (common pay-roll service)*
CS Catering Organisation *

HM Stationery Office *

Central Office of Information *

Government Actuary's Department

The following would report to the Cabinet Office

Medical Advisory Service
Parliamentary Counsel

* Without prejudice to setting up later a "Common Services
Agency" embracing the Property Service Agency and some or
all of these functions.




Civil Service Department

Whitehall London SW1A 2AZ
Telephone 01-273 4400

Chancellor of the Duchy of Lancaster
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4 “M\Pw

l.-\ el YreN v/ ol o
I reported briefly to the Prime Mz.mster on the meeting which I attendeq glth

Sir Ian Bancroft, Sir Douglas Wass and Sir Derek Rayner on 25 September. wews. U=

Wl g o Viams ‘Au-.-e
25 I had seen Sir Ian Bancroft the previous morning, two hours after h.'I.S H‘éet.mg

with the Prime Minister. She told me that it had been an unhappy meeting, ard heh-tl,,
gave me the same impression of it. He made it clear to me that he would want to play
a considerable part in advising how the CSD should be split and that, so far as he
was concerned, he wanted virtually the whole of it, or at any rate as much as possible
transferred to the Treasury rather than into the Cabinet Office.

25 At our meeting on 25 September Sir Ian Bancroft produced what he described as
"a few jottings", which in fact amounted to an eight page rote proposing the transfer
of everything except the machinery of Goverrment division to the Treasury. The effect
of this note was spoilt, however, by the fact that it was self-evidently a not very
skilful rehash of a CSD memorandum produced when these matters were being ‘considered
a year ago. Sir Derek and I drew attention to your minute of 25 September in which
you said that the Prime Minister had decided in principle to abolish the CSD and to
redistribute its central functions to the Treasury and Cabinet Office, and that in
particular she wished responsibility for pay and manpower to be transferred to the
Treasury and the CSD's functions in the field of efficiency to go to an extended
Rayner Unit in the Cabinet Office. We did not have much difficulty in agreeing that
a feasible split could be achieved on the basis of assigning efficiency in the use of
resources (particularly in manpower control and pay) to the Treasury and efficiency
in the use and organisation of people (including personnel management as well as
management and organisation) to the Cabinet Office. A detailed submission is being
worked out on this basis. I shall have a chance to see it on 8 October, before it
goes to the Prime Minister, as I am not now going to Pakistan.

4. My impression is that Sir Ian Bancroft, having registered his point, will go
along with proposals on these lines, though he may put in a memorandum recording his
apprehensions about the effects of the split on the morale of the Civil Service.

5 As to Ministerial arrangements, Sir Douglas Wass and I said that the Prime
Minister had indicated to the Chancellor of the Exchequer that she would provide him
with an additional Minister of State, to help carry the extra load. That new Minister
of State would take the place of the present Minister of State, CSD; we should, there-
fore, still be up against the statutory limit on numbers of Ministers of State. We
thought that the Prime Minister would probably want to ask one of the Ministers of
State in the Treasury to deal with Parliamentary questions about day to day matters

PERSONAL AND MANAGEMENT IN CONFIDENCE




PERSONAL AND MANAGEMENT IN CONFIDENCE

on CSD-type questions which now came to the Cabinet Office. Sir Ian BEancroft said
that ILady Young had made a very good start on the CSD part of her duties,and it was
suggested that she might be invited both to answer questions in the House of Iords
and to support the Prime Minister in supervising the CSD business which now came to
the Cabinet Office.

6 We were in agreement that the Prime Minister should continue to be both First
Iord of the Treasury and Minister for the Civil Service. As to the position of_zl_a._n_d
of the Civil Service, we distinguished between the function and title. The function
peculiathh?Head of the Civil Service of advis.i.ng-:h?Prime Minister on senior
appointments and on Honours would go directlyto the Permanent Secretary responsible
for personnel management, (under the proposed split, to the Secretary of the Cabinet) .
I deployed my argument for dispensing with the title, but both Sir Ian Bancroft and
Sir Douglas Wass thought that the title had a value (as I know Sir Derek Rayner does)
as designating a recognised leader of the profession. I believe that this'view is
fairly widely shared. I, therefore, suggested,and Sir Ian Bancroft and Sir Douglas
Wass agreed, that we should recammend to the Prime Minister that when Sir Ian Bancroft
goes she should designate Sir Douglas Wass and me as joint Heads of the Civil Service.
That would urderline that we were both severally and jointly responsible for its

efficiency and service. Sir Douglas Wass said that he thought that this arrangement
should be persomal to him and me, so that, when he retired in 18 months' time, she
would not necessarily have to designate his successor as a joint Head of the Civil

Service.

7 We shall have to think very carefully about the timing of the announcement
of the Prime Minister's decision. Assuming that she is hroadly speaking content with
the report which she will receive the weekend after next, we could use the week while
she is at the Party Conference to prepare drafts of announcements. In the judgement
of all three of us an announcement should be made as soon as possible after the
Prime Minister returns: otherwise it will almost certainly begin to leak. Purely on
merit the ideal date would be 20 October, and the Prime Minister would announce her
decision by way of an oral statement in the hHouse of Commons. That is not, however,
an ideal date, because it is the date when the next unemployment figures will be
published, ard the Prime Minister may have a rowdy question time. On the other hand,
if we miss that date, we shall have to wait until the following week for an oral
statement, because the Prime Minister will be going to Cancun. I do not think that
she can ask the Home Secretary to make this statement on her behalf. If, therefore,
an oral statement on 20 October is ruled out,the choice appears to be between a
written answer or a White Paper on 20 October and an oral statement on 27 October.

PERSONAL AND MANAGEMENT IN CONFIDENCE
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Whether a written answer is sufficient as a vehicle for announcing this decision, I
am not sure; you told me that you doubted whether it was, but I worder whether in
the circumstances it might be the least unattractive alternative.

30 September 1981
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PERSONAL AND CONFIDENTIAL

NOTE FOR THE RECORD

THE FUTURE OF THE CENTRAL
DEPARTMENTS

The Prime Minister saw Sir Ian Bancroft at 0945 hrs on Thursday,

24 September to discuss the future of the CSD.

She said that when she had last considered the future of the
department, she had decided not to make any changes largely because
the Treasury had felt unable at that time to take on any more work.
She would have liked to continue with the CSD but in her heart she
did not believe that it would ever be possible to make a go of the
department as a unit for controlling Civil Service manpower and
efficiency because it did not have the necessary standing with other
departments. The fact was that it was really for departments to
improve their efficiency from within using their own resources, with

help, as necessary, from Sir Derek Rayner's unit.

There were now, as compared with the situation eight months ago

when she ﬁeaided to retain the CSD, a number of changes in the offing

which meant that this was a good time to reconsider the future of the
CSD. Sir Derek Rayner would in future be able to give a good deal less
time to his work on behalf of the Government. Sir Ian Bancroft himself
and Sir John Herbecq would both retire by the end of 1982. And the
Treasury now felt able to take on more work. She had decided to take
advantage of these developments and to abolish the CSD, reallocating
its central functions to the Treasury and the Cabinet Office. The CSD's
functions in the field of efficiency would go into the Rayner Unit.
Responsibility for pay and manpower would be transferred to the
Treasury. This left a number of other functions, and a study would be

needed to establish where they should go.

The Prime Minister repeated that she did not believe that the CSD
would acquire that predominance in Whitehall which was an essential
prerequisite if it was to carry out its role effectively. Change was
needed, and the factors she had mentioned made it a Hreopitious time
to make that change.

/8ir Ian Bancroft
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Sir Jlan Bapncroft said it was only eight months ago that the
Prime Minister had announced that the central departments would be
left as they were. She had said publicly that she had been marginally
in favour of splitting the CSD at that time but had decided eventually

against any change. What was different now compared with then?

The Prime Minister said that the ° new factors were the three
she had already set out - Sir Derek Rayner's reduced availability;
the forthcoming retirement of the two top officials in the Ciwvil
Service Department; and the readiness of the Treasury to absorb more
responsibilities. She was convinced that the CSD would never be able
to do the job it had been set up to do. She would have to make changes
anyway when he retired at the end of 1982, and she wouldnggve wanted to

replace him in his role as head of the Civil Service. Sir Ian Bancroft

said that he wquld/ﬁg%e wished to argue against that. ilis primary

concern was /ngﬁa-reaction of the Civil Service to the abolition of the
CSD., The Civil Service saw the CSD as a central department in charge of
its overall management. Moreover, it felt that it had a Minister in
Cabinet who was able to represent the interests of the Civil Service at
that level. The Civil Service saw Treasury Ministers, on the other
hand, as hostile to its interests. The Prime Minister was proposing
t9 give the jugular vein of pay and numbers to the Treasury, and this

would be taken as a sign that the Government was hostile to the Civil
Service. Moreover, the timing of a fundamental change of this kind could not be

worse. It would come at a moment when the CSD was following up a lot of
initiatives in the efficiency field, some of which had originated from the

Rayner studies.

The Prime Minister said that there was no reason why this work should
not continue following the change. As regards the view  which the Civil
Service might take of the transfer to the Treasury of responsibility for
pay and numbers, these were issues which would have to come to the Cabinet
for final decision, wherever responsibility for them lay. She recognised
that there were many problems to be sorted out but she was determined to see
the change in organisation which she had decided upon implemented din all its
main elemente by the Christmas Recess, so that it was well out of the way before

the Budget.

/ Sir Ian Bancroft
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Sir Tan Bancroft said that he hoped that those carrying out the study of

how the split should be undertaken would have a certain amount of flexibility.
In his view many more functions would have to go to the Treasury than perhaps
had yet been appreciated. He thought that it would be right to transfer,
together with pay and numbers, responsibility for industrial relations, conduct,
discipline, security, political activitiesptaff inspection and retirement policy.
Further, although the Prime Minister had said that she wished to transfer
responsibility for efficiency to the Rayner Unit, he thought it impracticable

to separate what he called executive efficiency work from manpower, and this
would, therefore, have to go to the Treasury rather than to the Rayner Unite

Another aspect which he hoped would not be overlooked was that the CSD did not

gimply deal with pay and numbers but had to do with people: by this he meant

they were responsible for such matters as training and succession planning.

He did not see where these functions were going to go.

The Prime Minister said that she had never doubted that there were many

obstacles in her way, and he was showing that there were even more than she
Perhaps she might have to go slower than she wished. There was

had thought.
She wanted to do for him whatever he

also his own position to consider.
Sir Ian Bancroft said that now that the decision to abolish the

preferred.
If it was to

CSD had been taken, the sooner the change was made the better.

be done by Christmas, he would then be out of a job and he would have to go
Any other solution would be

at the end of the year on grounds of redundancy.
He would not want to stay on until his 60th birthday for to do so

He would prefer to go earlier, though he would
This was, however, the least of problems. The

untenable.
would be totally artificial.

need his pension immediately.
biggest problem by far was the state of the Civil Service. It yas already

largely in disarray and in places it was disaffected -« This was/ﬁua s0 much to
the presence of subversive elements but arose from a lack of trust in Ministers.

This was due not to the 73% pay settlement as such but what the Civil Service

saw as a series of broken agreements. It was the perception of the Givil Service

that the present administration was hostile to its own employees.

The Prime Minister said that she could not regard Sir Ian Bancroft's personal

position as the least of the problems arising from the decision to abolish the CSD.
She was prepared to let him stay on until his retirement date if

he wished or to go earlier with suitable financial arrangements. She did not

regard the need to do something about the CSD as his fault. What was at fault

was the fundamental concept of the CSD. It was a department out of the main

stream of Whitehall, and the Treasury was the dominant department in the Civil

Service, and not the CSD. There was an alternative to the approach which she
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preferred: +this was to leave the CSD as it was until he retired and then to

replace him with a second Permanent Secretary and to run the C3D down.
But she did not thinlk it would be right to pursue this alternative. IMinisters
were not hostile to the Civil Service, though she did feel disgust at the
resistance which she had encountered to her efforts to bring about greater
But she was sure that the

This she did regard as disloyalty.
he C3D. ©&he

efficiency.
best course waes to press forward with her decision to abolish

would therefore like him, Sir Douglas Wass, Sir Robert Armstrong and Sir Derek

Reymer personally to conduct a very quick study of how best to accomplish the
transfer of functions from the CSD to the Treasury and the Cabinet Office and

to let her have their recommendations on her return from Australia on 9 October.

27 _September 1981




CONFIDENTIAL

1. Sir Robert Ams%
2. Mr Whitmoye !

DEPARTMENT OF THE PRIME MINISTER AND CABINET, AUSTRALIA

A I attach as Annexes I and II brief notes on the role
and history of this Department.

e The notes are derived from the first two annual reports
of the Department, for 1978-79 and 1979-80. Extracts from
the latter report are also attached with the main points of
interest marked.

3. The work of the PM&C spans that of several Whitehall
offices and departments - No 10, Cabinet Office, Privy Council
Office, ILCD, Paymaster General, CSD (including Ceremonial and
GHF) and PSA (in respect of the official residences).

4, The co-ordination/policy heartland of the PM&C amounts
to some 180 posts compared with some 70-80 in No 10 and the
Cabinet Office.

Bs It is I believe a truism of Australian Federal admin-
istration that - whatever may have been the need for it after
the war and whatever may be its present value as a source of
alternative advice and a base for special task forces - the
PM&C is too large and causes both duplication of work and
resentment among those who are second-guessed.

P

C PRIESTLEY
24 September 1981

Enes: As indicated




ANNEX I

DEPARTMENT OF THE PRIME MINISTER AND CABINET, AUSTRALIA: ROLE etc

1 The PM&C's main work lies in

(1) Advising the Prime Minister on government
activities and matters of concern at home
and abroad; and

(R) helping to develop a co-ordinated administrative
response to government policies and priorities.

S It also assists Cabinet, its Committees and the PM as
Cabinet Chairman; co-ordinates reviews of programmes; and
deals with relations and communications with State Governments,
ceremonial and hospitality and Parliamentary programming.

3% Because of its central and co-ordinating role, the PM&C
has new or special functions assigned to it as the need arises.
These vary from new policies or priorities (which may later be
allocated to another Minister) to such special assignments as
arranging for the Commonwealth Heads of Government Meeting.

4, The PM&C says that its "co-ordination role should always
be one of support, not dominance': that it relies on the "willing
co-operation of other departments to establish the facts and pro-
vide views on lines of approach"; and that where its advice to
the PM differs from that in departmental submissions, the
relevant departments are informed.

54 The PM is responsible for agencies other than the PMC,
including the Auditor General (600 posts), Commonwealth Ombudsman
(45) and Public Service Board (equivalent of CSD, 1,085), but
their relationship with PM&C is not close. They are independent
of it in a policy sense and have direct access to the PM.

Staff and structure

6. The total staff (575) includes the "core" staff (440)
and others servicing the official residences and such special




functions as are temporarily assigned to PM&C. It has a
permanent staff of its own, unlike our Cabinet Office, but
takes people in and sends others out on secondment. The
"core" is generously staffed by the standards of 10 Downing
Street and 70 Whitehall, where the private secretariat, the
commitiee secretariat, the JIO and CPRS total about 75 posts:
the Australian equivalent is upwards of 180 posts.

oo The PM&C is headed by the Secretary and Secretary to
Cabinet (Sir Geoffrey Yeend). He has a deputy (Under Secretary,
Mr Codd) and two other senior subordinates (Deputy Secretaries,
Mr Visbord and Mr Enfield). The department is organised
under these officers in three blocks as follows:

(1) Mr CODD (also responsible for CHOGM Task Force)
Staff numbers

Parliamentary & Government 32
ivision

Parliamentar¥ business,

machinery of government,
senior appointments, legal
matters

Cabinet Office

Secretariat, programming of
issues

Operations Division

Very various, including honours,
office and management services,
official residences, corres-

pondence, information

Mr VISBORD

Welfare Division

Health, Social Services/Security,
education, manpower




Staff numbers

Economic Division 25

Economic conditions and policy

Resources & Development Division

Natural resources, urban/resional
development , Commonwealthﬁétate
relations, conservation

Mr ENFIELD

International Division

Foreign affairs, defence, intell-
igence, internal security

Office of Ceremonial & Hospitality
Trade and Industries Division

Communications Division

Industrial relations, transport,
media, culture, recreation,
consumer affalrs - "national pride"

Special functions

8. The PM&C is described as being concerned for the most part
with co-ordination of administration amd withpolicy advice, but also
as having a special role with regard to the following:

(1) Jointly with the Department of Finance, identifying
and organising "programme effectiveness reviews".
(These sound like PAR,)

Jointly with the Department of Finance and the
Public Service Board assisting the Auditor-General's
Office to develop "efficiency audits".

Federal Executive Council (equivalent to the Privy
Council).




Parliament: PM&C co-ordinates the presentation
of papers to Parliament and the response to
Commi tteereports, co-ordinates Answers to Questions.

Servicing the Cabinet: equivalent to 70 Whitehall,
except that staff are said to maintain a close
liaison with Ministers, their offices and, normally
through "Cabinet Ligison Officers", with departments.

(6) Relationships between Governments in Australia.

(7) Ceremonial and Hospitality.

Openness

96 It is noteworthy that the PM&C's annual reports identify
the standing committees of Cabinet; show how many Cabinet meet-
ings are held and papersdealt with; and set out the costs of
the department in detail.




DEPARTMENT OF THE PRIME MINISTER AND CABINET, AUSTRALIA: HISTORY

1. The then Federal Prime Minister, Mr Andrew Fisher, set up
a small department directly under his own control in 1911. This
was to help him cope with the growth of Australian Commonwealth
affairs, especially in relation to Britain and to the State
governments. (By 1910, there were separate Premiers' Departments
in Victoria, New South Wales, Tasmania and Western Australia.)
The PMD's functions were co-ordination and communication.

2 The PMD's work grew during the First World War, paftly

as a result of the demands of war administration and partly in
response to the impulsive style of the next Prime Minister,

Mr W M Hughes, who was a centralist, fond of "pet projects".

The PMD assumed jurisdication over some government policies

for the first time. In 1916, the Department of External Affairs
was abolished (re-established in 1935), the PMD assuming its
specific external relations functions. The official historian
wrote that the PMD had become

".e.... greatly enlarged ....... something of a
maelstrom into which business from all departments
is sucked and continues to swirl round amd round,
seldom getting back into the ordinary chammels,
where presumably it might be carried further."

a3 Between the wars, an effort, largely abortive, was made to
reduce and simplify the PMD's functions. Its administrative
responsibilities changed often and its branches were continually
re-organised in order to cope with changing functions (eg admin-
istration of mandated territories and immigration). Many
functions involved policy advice to the Government, but only
sporadically and mainly on the specific matters where it was
given primary responsibility because of the interests of
individual Prime Ministers. The PMD initiated numerous pro-
jects or areas of research, which were later transferred to
other departments.




4, A Cabinet Office was first set up within the PMD in 1927,
Somewhat on the British model and with a heavy emphasis on the
function of "machinery not policy", The use maede of it was
fitful until the Second World War, which much extended its work
as a "notable aid to administration at the heart of government"
(official historian). Mr R G Menzies, the then Prime Minister,
attached the Secretary to the Cabinet to the PMD, but the
Secretariat itself remained small.

S, The PMD's work grew substantially during the war, not
least in respect of negotiations with the State Premiers on
questions affecting State co-operation in the war effort.
Immediately after the war, however, the Departments of Defence
and Post-War Reconstruction provided the expert staffs for most
Cabinet committees, while the latter department had the main
role in policy co-ordination.

6. There was significant change of direction in 1949.
The Department of Post-War Reconstruction was wound up and

its Economic Policy Division was transferred to the PMD to
form the basis of an expanded Cabinet Secretariat within it.
The rationale for this was put by the Minister for P-WR in
these terms:

"The basic consideration seems to me to be that the
Office of Prime Minister is becoming more and more

the pivot around which the whole governmental machine
turns. In carrying out its tasks the Prime Minister
needs a group of well-qualified officers who can take
hold of different issues as they arise and develop

them in co-operation with officers of the administrative
departments to the stage where the policy decision that
is involved is clearly presented. The need exists in
all fields of government activity but it is especially
felt in matters of economic policy because governments
are obliged to concern themselves more intimately with
these matters and because the problems are themselves
becoming more complex."




T That change began a substantial development in the role
of the PMD on which the influenceof personality should be noted:

(1) The first Secretary of the extended PMD,
Mr Allen Brown, who had been Director of the
P-WR Department, was a powerful official. He
persuaded the Public Service Board, rather
against its will, that the PMD should no longer
be regarded as merely a channel of communication and
it should have not only more but partlcularly able
officials.

The staff transferred from P-WR included four
future Permanent Secretaries, among them'

Mr G J Yeend, now (as Sir Geoffrey Yeend) the
Secretary of the PM&C Department.

Some of thestaff had British Cabinet Office
procedures very much in mind as an example

and a stimulus. Some had worked in the British
Cabinet Office and there were reciprocal visits
to Canberra. But they envisaged a broader
post-war role for the PMD and in particular an
extended central role for the Secretariat.

8. Even so, Brown was anxious to avoid giving the impression
that the PMD was a "super" Department. He saw it as having two
distinct functions, looking after the mechanics of Cabinet paper
work and to enable the Prime Minister to keep

"eeseve. in touch with the major activities of other
departments and, in the course of performing these
functions, to ensure that all appropriate departments
and instrumentalities were consulted before major
decisions were taken."

9. After 1949 there was a steady ebb and flow of functions

from and into the PMD (eg education in in 1950 and out to a
new department in 1966), but the changes which occurred continued

3




and consolidated the role envisaged for the PMD in 1949-50.
This process was reinforced by the development of Australia
on the international scene, particularly in the Pacific and
in relation to the USA, and by the development of her economy.
In the 1960s the PMD was more and more involved in policy co-
ordination.

10, The PMD was divided by Mr Gorton in 1968, to form a PMD
and a Department of the Cabinet Office, but was recombined by
Mr McMahon in 1971 to form the Department of the Prime Minister
and Cabinet.

1d The progress made to date was reinforced under Mr Whitlam
in 1973, at the end of a long period of government by the same
party. During the early monthsof his Administration there
were constant demands on the PM&C for guidance as to principles
and practice, right across the whole range of Cabinet and
Ministerial work and in respect of the creation and operation
of new departments and authorities. Mr Whitlam increased the

size of his own private office with special advisers appointed
there and in each Minister's office. PM&C was extended to
emphasise its overall policy co-ordinating functions. An out-
sider (Mr John Menadue) was made Secretary of the Department in
1975.

1% The present Prime Minister, Mr Malcolm Fraser retained
the enlarged PM&C, modifying its structure in 1977 into eight
divisions. A post of deputy (Mr Yeend) to the Secretary
(Sir Alan Carmody) was created in 1977, to assist him in his
duties as Secretary to Cabinet and as Chairman of the growing
number of committees set up at Permanent Secretary level.

Mr Yeend succeeded on the death of Sir Alan in April 1978.
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(G. J. Yeend)
Secretary
The Rt Hon. Malcolm Fraser, CH, MP,
Prime Minister




e R et v s 8,

Contents

Annual Report 1979-80

Part 1
Role and structure
Special functions of the Department

Federal Executive Council
Parliamentary functions
Servicing the Cabinet
Intergovernmental relations
Government ceremonial and
hospitality
Particular activities in 1979-80

Commonwealth Heads of
Government Meeting
Official establishments

Staffing and other administrative
matters

Finance

Part 2

The Department and its role in the
legislative process

Todex

Tables

I' Number of Cabinel meetings 1979 80
2 Cubinet papers lodged 1979 80
3 Cabinet decisions recorded 1979 80
4 Appropriation and expenditure
1978 79 and 1979 80
3 House of Representatives sittings
1901 to 1979

Diagrams

| Working structure of the Department
2 Muin stages in the evolution and
passage of a hill




- S b e e T




I

- s A %
e T T L R

Role and structure

The Department's role and structure was dis-

cussed in some detail in its first annual report

(1978-79). Broadly, the Department of the

Prime Minister and Cabinet is concerned with:

® co-ordination of government administration

® policy advice and administrative supporl lo
the Prime Minster

e assistance to Cabinet and its committees and
to the Prime Minister as Cabinet chairman

e co-ordination of program review activity

e relations and communications with State
governments

* government ceremonial and hospitality
arrangements

@ parliamentary programming

e Exccutive Council

These functions have remained basically
unchanged for some years,

The main work of the Departm ies in
advising the Prime Minister on pove
Activities and matters of domestic and inter-
national concern, and helping to deve op a co-
ordinated administrative response Lo overn-
ment enhmes and priorities. The pallcy

visions of the Department are involved in a
wide variety of activities flowing from this ad-
visory and co-ordinating role—preparing
briefing for the Prime Minister on major policy
developments and matters of topical interest,
assisting in the development of policy pro-
posals for Cabinel consideration, advising on
business before Cabinet, preparing replies to
the Prime Minister's correspondence and as-
sisting him in his parliamentary duties.

Because of the Department's central and
co——aﬁmulmg role, it has al various Limes new
or_special lunctions assigned o il. Such ad-

ditional functions may reflect new policies or
the changing priorities of governmenlt. Func-
tions and policies may be developed in the De-
partment and subsequently allocated (o
another ministerial portfolio. At other times
there are special activities of a lemporary kind
for which the Department is made rosponsible;
for example, a major inguiry commissioned by
the Government or a major conference such as
the Commonwealth Heads of Government
Regional Meeting held in Sydney in 1978, .

Periodically, adjustments are made within
the structure of the Department to accom-
modate changing needs and priorities.

In 1979-80, such internal restructuring led
to the creation of the Communications Div-
ision, This Division assumed responsibility for
the industrial relations and post and telecom-
munications functions of the Economic Div-
ision; the transport functions of the Resources
and Development Division: the briefing, infor-
mation and media policy functions of the
Priorities Branch; and the arts and recreation
functions of the Welfare Division. Priorities
and review functions continue to be carried
out by the Department but are now co.
ordinated by the Economic Division. The Wel-
fare Division's three branches have been reor-
ganised into two branches: Community

~Services and Welfare,

This was achieved with no increase in total
stafl and no increase in second division pos-
itions. Over the past five years, the staffing
level of the central office has remained
constant,

Diagram | shows the working structure of
the Department.

T e e e
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Special functions of the Department

While the Department for the most part is
concerned with co-ordination of administra-
tion and policy advising, there are some activi-
ties in which the Department has a special
rule.

Set out below is a brief description of the
functions carried out by the Department with
respect 1o the Federal Executive Council, the
Parliament, the Cabinet und intergovernmen-
Lul relations.

Federal Executive Council

Under the provisions of the Constitution,
the executive power of the Commonwealth is
exercised by the Governor-General acting
with the advice of the Federal Executive
Council. Executive councillors under sum-
mons ure the ministers of the Federal
Government,

The regular business of the Executive
Council includes the proclamation of' acts of
the Parliament, the making of regulations and
ordinances, the authorisation of treaties,
appointments 1o senior statutory offices and
other matlers on which the Governor-General
is required by law to take executive action,

A secretuniat located within the Depart-
ment organises meetings and provides services
for the Council. The Governor-General has
appointed an officer of the Depurtment to be
the Secretary to the Council.

When the Parliament is in session, the
Council usuully meets each week at Govern-
ment House, Canberra. On occusions, and
especially when the Parliaiment is not in
session, Lhe intervals between meetings may
vary. In some cuses meetings are held at lo-
cations other than Canberra,

During 1979 80 the Council considered
1969 minutes put forward by ministers and
held 68 meetings. (In 1978 79, there were
2018 minutes considered and 69 meetings
held.) :

Parliamentary functions

The role of the Department in legislative
programming and assisting in the management
of government business in the Parliament is

6

discussed in detail in the second part of this
report.

There are other matters relating to the con-
duct of Government business in the Parlia-
ment for which the Department has an advis-
ory responsibility. The Department;

® co-ordinates the presentation of papers 1o
the Parliament by ministers and follow-u
action _required Eor the preparation ans

resentation of the Government's response
in_the Parliament 0 parliamentary com-
mittee reports (484 reports and similar
papers were presented by ministers to the
Parliament during the Budget sittings 1979
and autumn sittings 1980, and 26 responses
o parliamentary committee reports were
presented)

® co-ordinales responses to parliamentary

uestions asked of the Prime Minister or
ministers assisting him, or Lhe minister
representing him in Lhe Senate {during
id%ﬁ—ﬂh. 139 questions on notice were asked
of the Prime Minister, the minister
representing him in the Senate or ministers
assisting him and a further 498 questions

without notice were asked, of which 47
required written supplementary replies).

Servicing the Cabinet

The role of the Department in servicing the
Cabinet, described in some detail in the
1978-79 Report, remains basically unchanged.

As an essential part of the arrangement of
Cabinet business, Cuabinet officers maintain
close linison with ministers, ministers’ offices
and, normally through Cabinet liaison o cers,

with departments.
The Cabinet Office is responsible for the

handling and circulation of Cabinet papers—
Notices of Meetings, Business Lists, Sub-
missions and Memorandums —and the record-
ing and circulation of Cabinet Decisions.

Meetings of the Cabinet mostly take place
in Canberra. The Cabinet Room in Canberra is
located in Parliament House adjacent to the
Prime Minister’s office. During 1979- 80 two
meetings took place in Melbourne and one in
Hobart-—meetings have also been held in other
State capitals in recent years, The meeting in
Hobart was the first time the Federal Cabinet
had met in that city since 1939,




The numbers of Cabinet meetings, Cabinet
papers lodged, and Cabinet Decisions recorded
in 1979-80 are shown in Tables 1-3, Figures
for 1978-79 are shown in parenthescs.

While Table 1 shows that there were fewer
Cabinet meetings in the last six months of 1979
compared with the same period in 1978, the
number of papers considered and Decisions
recorded is broadly comparable. The
difference in the number of Cabinet meetings
in 1979-80 compared with the previous year
largely reflects a change in the pattern of the

Cabinet program rather than a change in level
of activity.

Table 2 distinguishes between the various
types of Cabinet papers lodged for consider-
ation during the year. Policy issues are nor-
mally brought forward by means of a Cabinet
Submission authorised by a minister and on
which there has been appropriate prior consul-
lation with other ministers and departments
having an interest, Cabinet Memorandums are
papers prepared by departments, usually in re-
Sponse to requests by the Cabinet or a Cabinet
committee for particular information,

Table 1: Number of Cabinet meetings 1979-80 (1978-79)

Period

Number of meetings

Cahinet
com-

Ministry  Cabinet mittees Toral

1 July 1979 to 30 September 1979 .
1 October 1979 to 31 December 1979
1 January 1980 to 31 March 1980

I April 1980 to 30 June 1980

Total 1979 &0

94(120)
87(95)
87(104)
1H1(151)

6(5)
2(2)
4(5)
1(2)

13(14)

21(44)
22(31)
22(23)
21(31)

67(71)
63(62)
61(76)
89(118)

86(129)  280(327) 379(470)

Table 2:  Cabinet papers lodged 1979-80 (1978-79)

Period

Papers lodged

Legis-
lation
memuos

Memor-
andums
elc.

Sub-

missions Tatal

1 July 1979 to 30 September 1979 .
1 October 1979 to 31 December 1979
| January 1980 1o 31 March 1980

1 April 1980 to 30 June 1980

Total 1979-80

189(147)
208(212)
163(181)
238(231)

137(183)
T1(106)
55(96)

215(268)

46(72)
60(59)
68(55)
S1(68)

372(402)
339(377)
286(332)
504(607)

T98(771)  478(653) 225(254) 1501(1718)

Table 3: Cabinet decisions recorded 1979-80 (1978-79)

With sub-
mission/
memor-

Period andum

Legis- Without submission
lation
Com-
mittee

Appoint-

ments Other Toval

1 July 1979 to 30 September 1979

I October 1979 to 31 December 1979
| January 1980 to 31 March 1980

1 April 1980 to 30 June 1980

499(272)
311(178)
234(186)
509(692)

B64(858)
552(567)
494(492)
TR3(1129)

53(70)
55(54)
66(49)
45(72)

41(48)
60(42)
43(36)
62(59)

271 (468)
126(293)
151(221)
167(306)

Total 1979 80 1553(1328)

219(245) 206(185)  7I5(1288) 2693(3046)




Intergovernmental relations

The Commonweualth's proposals on policy
issues affecting the States ure communicated
by the Prime Minister to the Premiers and the
Chief Minister of the Northern Territory,
while State and Territory proposals are chan-
nelled to the Commonwealth through the

Prime Minister. The Department maintains
close relations with the respective Premiers’
Departments and the Ncrllﬁcrn ’I'crmorx
Chiefl Minister's Department.
The Department provides the secretariat
for Premiers’ Conferences. The following

meetings have taken place during 1979-80:

e 7 December 1979 (Premiers’ Conference
and Loan Council)

® 27 June 1980 (Premiers’ Conference,
preceded by Loan Council on 26 June)

The Department advises the Prime Miais-
ter in his administration of sections of the
Local Government (Personal Income Tax
Sharing) Act 1976. This Act was amended in
the autumn sittings of the Parliament to in-
crease local government's percentage share of
the previous year's nel personal income tax
collections to 2 per cent. This percentage of
net personal income is allocated to the Stute
Governments for forwarding to local govern-
ments in each financial year, and the allo-
cations to local authorities within a State are
determined by the State Local Government
Grants Commissions. Following receipt and
tabling in Parliament of the recommendations
of the Commissions, funds are provided to the
Stutes for local government.

The Advisory Council for Intergovern-
ment Relations was established at the April
1976 Premiers’ Conference. The aim of the
Council is to foster relations between the three
levels of government by examining issues of
interest and common concern. It receives ref-
erences from the Premiers’ Conferences. Dur-
ing the year, two reports by the Council were
tabled in the Parliament: a report on staff in-
terchanges between governments in Australia
and an interim report on relationships between
Federal, State and local governments. The
Commonwealth's share of the financial contri-
butions to the Advisory Council is charged
against the Department's appropriation.

Government ceremonial and
hospitality

During 1979-80 the Department was
involved in arrangements for a number of dis-
tinguished visitors from overseas.

There were three visits by members of the

Royal Family:

e The Queen und The Duke of Edinburgh
visited Australia from 24-28 Muy 1980 (o
open the new High Court building in
Canberra

e The Duke of Edinburgh, as President of the
Royal Agricultural Socicty of the Common-
wealth, visited Western Australia in Sep-
tember 1979 to uttend the Society’s Bienniul
Conference us part of Western Australia’s
sesqui-centenury celebrations
The Princess Anne visited New South
Wales, South Australiu and Western
Australia in July 1979 for engagements
associated with the Diamond Jubilee of the
Save the Children Fund.

Other visitors included:
the King and Queen of Tonga
the Governor-General of Fiji and Adi Lady
Cakobau
the then Prime Minister of Jupan, Mr Ohira,
the Prime Minister of New Zealand, the
Prime Minister of Fiji und the Prire Minis-
terof Tonga

¢ the Commonweulth Secretury-General,

Thirty-seven ministers of foreign govern-
ments and other special visitors came to
Australia as guests of the Government,

The Department is also responsible for co-
ordinating ceremonial for formal ovecasions
and for udministrative arrangements for visits
abroad by the Prime Minister. In the period
covered by this report, the Prime Minister:

e attended the Commonwealth Heads of
Government Meeting in Zambia (August
1979), preceded by visits 1o the Seychelles
and Nigeria (July 1979), and afterwards (o
Mauritius,
visited the United States, Europe and New
Zeuland (Junuary-February 1980) for dis-
cussions on developments relating 10 the
Soviet invasion of Afghanistan
visited New Zealund (March 1980) for bi-
lateral talks on Australia-New Zealand
relations
visited Zimbubwe for Independence Day
Celebrations (April 1980).

The Department ussists in the selection
and provision of gifts by the Government to
other governments or overseas institutions,
and 1o official visitors, The Department also
arranges for the valuation of gifts received by
ministers: those valued above a certain amount
are either surrendered to the Government or
purchased by ministers for the valuation price.




Particular activities in 1979-80

Commonwealth Heads of
Government Meeting 1981

Commonwealth Heads of Government
Meetings (CHOGM) are held every two years.,

Al the meeting held in Lusaka, Zambia. in
1979, Australia’s offer to host the 1981 meel-
ing was accepted.

The Meeting will be the lurgest and highest
level international meeting yet held in
Australia (up to 45 countries are expected to
be represented, most at head of state or head of
government level). The delegation leaders will
be accompanied by ministers, senior officials
and staff. A large press contingent is expected.
In all there could be some 1500 visitors from
overseas.

A major management effort is involved in
preparing for a meeting of this level and size, A
task force was established within the Depart-
ment lowards the end of 1979 (o undertake the
planning and preparation of arrangements for
this major event, The task foree is already in
contact with and drawing heavily on the ex-
pertise of other Commonwealth departments
and Victorian State government authorities,

The Commonwealth Heads of Govern-
ment Meetings follow a traditional pattern,
There are formal and informal discussions, in-.
volving the heads of delegations, on broad in-
ternational issues and many opportunities for
bi-lateral contact between the leaders who rep-
resenl countries from Africa, the Americas,
Asia, Europe and the Pacific. Discussions
usually cover international political and econ-

omic developments and Commonwenlth mut-
ters such as industrial co-operation, the Com-
monwealth Fund for Technical Co-operation
and the Commonwealth Youth Program.

The meeting will be held in Melbourne at
the Exhibition Building during the spring of
1981, Leaders of delepations will also visit
Canberra for the traditional weekend relreal.

Official establishments

In September 1979 the Prime Minister pre-
sented to the Parliament the final report of the
Commillee on Official Establishments. The
Committee was established by the Govern-
ment in 1976 to advise it on matters relating to
the four official establishments, Government
House and the Lodge in Canberry and Admir-
alty House and Kirribilli House in Sydney.

In its report, the Commitiee recommended
the establishment of a permanent advisory
body (o provide advice in relation o the long-
term conservation, development and aperation
of official residences. The Government ac-
cepted that recommendation and created in
1979 the Official Establishments Trust under
the chairmanship of Sir Andrew Girimwade,
CBE. The Department provides administrat-
ive support for the Trust.

The Committee recommended greater
public access to official establishments, Public
open days were held at each of the four resi-
dences during 1979, Some 17000 people
visited the residences,
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Staffing and other administrative
matters

Staff numbers and changes

There were 442 core staff in the
Department at 30 June 1980, This was at the
approved staff ceiling, six less than the staffing
level of 448 at 30 June 1979. The distribution
of these staff among the organisational div-
isions of the Department is included in Diga-
gram |,

During the year, 148 staff left the Depart-
ment permanently or temporarily:

® 40 promoted out
® 42 transferred out
® 23resigned from the service
¢ | retired
2 ended period of lemporary employment
30 commenced long term leave
Y commenced maternity leave
I commenced Public Service Board over-
seas scholarship

Staff recruited to, or rejoining, the Depart-
ment during 1979-80 totalled 142, s follows:

® 51 appointed to the Public Service
® 38 promoted in

® 10 transferred in

® 43 returned after extended leave

Total stafl' numbers for the Depurtment, as
quoted in the Public Service Board’s annual
statistics, include staff associated with non-
departmental functions such as the servicing of
official establishments and special functions
which are assigned temporarily to the Depurt-
ment. The total stafl associated with the De-
partment at 30 June 1975 was 611, compared
with 534 at 30 June 1980, The decrease in re-
cent years reflects the transfer away from the
Department of organisations such as the Chil-
dren’s Commission and the National Gallery.
The number of core staff in the Department
has remained virtually constant over the five
yedr period.

It has been long-standing policy and prac-
tice in this Department o bring persons into
the Department on secondment, and (o pro-
vide opportunities for persons in the Depart-
ment 1o spend periods working outside it. This
policy and practice is particularly appropriate

in view of the Department’s central role and its
co-ordinating responsibilitjes. During the year
there were 21 secondments from the Depart-
menl (o other departments and organisations,
and 28 secondments into the Department from
elsewhere.

Five second division staff [eft the Depart-
ment during the year including the then Under
Secretary, Mr A J. Ayers, who was appointed
Secretary to the Department of Aboriginal
AlTairs. One second division officer was
seconded 1o industry under the Public Service
Board’s interchange Program, another was
seconded 1o the Canadian Pri vy Council and
an officer of the Canadian Privy Council was
seconded to the Department, Three officers
joined the second division stufl from outside
the Department.

The Department's centry| role and co-
ordinating responsibilities make it a place to
acquire valuable, and in some respects unique,
experience and skills which are uscful for other
departments. Conversely, (he often changing
demands on the Depurtment require it to re-
cruit persons with a variety of skills, qualifica-
tions and experience. The resultis that the mo-
bility of staffing between it and other
departments is high.

This mobility is illustrated by the fact that
about 36 per cent of the second and third div-
ision staff of the Department who were
promoted during the Year were promoted to
pusitions in other departments, Also, of the
positions in the Department s second and third
divisions to which Promotions were made dur-
ing the year, about 40 Per cent were filled by
officers from other departments.

Staff development activities

The Department continued to conduct a
series of training courses during the year, Ap-
proximately 150 officers attended courses
covering subjects such as effective writing,
clerical and secretarial skills, staff selection,
general introduction (o the Department, de-
partmental correspondence and special subject
discussions.




Fifty-two officers have undertaken courses
of study during the year through the studies as-
sistance scheme. Four departmental officers
either continued studies overseas or com-
menced studies overseas through post-
graduate scholarships.

In addition the Department continues to
support officers attending seminars and
courses at institutions outside the Department,
including management development programs
sponsored by the Public Service Board.

Officers of the Department also supported
stall development activities in other depart-
ments and through courses conducted by the
Public Service Board. These included talks on
the role of the Department and Cabinet
administration. Officers also spoke to a
number of organisations outside the public ser-
vice, including the Committee for Fconomic
Development of Australia, the Young Presi-
dents Organisation and a course at the Can-
berra College of Advanced Education. A
senior officer attended an O.E.C.D. seminar on
the control of public expenditure.

Management consultancy and
internal audit

The management consultancy section, in-
cluding internal audit, continued its review of
the efficiency and effectiveness of the oper-
ations of the Department’s organisational
structure, operating systems, methods and
procedures.

Following a feasibility study of information
management conducted by the Public Service
Board, the Department and the Board
collaborated on the production of a pilot study
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of the Department’s information management
requirements.

Subsequently, an information management
commiltee was established to consider the rec-
ommendations made in the study team’s re-
port. Work is continuing on the evaluation of
these recommendations and consideration of
possible changes to the Department’s infor-
mation management systems.

During 1979 80 the section ulso continued
its review of the operations of the Depart-
ment's word processing system,

Technological aids

The Department uses automalic typing
equipment and other technological aids for the
production and transmission of documents. In
1979 new word processing equipment became
available to the Department and is now used
extensively to assist it in its responsibility for
servicing the Cabinel. Among the tasks for
which the equipment proves useful are the
preparation of Business Lists and Decisions of
the Cabinet and its commiltees. The new
equipment is also being used 10 assist the De-
partment generally in the preparation of cor-
respondence and reports,

Services to other organisations

The Department continues to provide ac-
counting and personnel services to some of the
other organisations for which the Prime Minis-
ter is responsible, such as the Commonwealth

. Ombudsman, the Office of Nationul Assess-

ments and the Australian Science and Tech-
nology Council.




Finance

Details of funds appropriated in 1979-80, together with expenditure recorded against each appro-
priation, are set oul in Tuble 4. Expenditure for 1978-79 is also shown.

Table 4:  Appropriations and expenditure 1978-79 and 1979-80

1979-80

1979-80  Appropriation

Appropriation Acts 3 and 4
Acts | and 2° {Additional 1979-80 1978-79
(Budget) Estimates) Expenditure Expenditure

$ $ s $

DIVISION 500
ADMINISTRATIVE
| Salaries and payments in the nature
of salury =
Ol Saluries und ullowances . 8 090 000 245 000 8 295 346 7569 398
02 Overtime R AL 187 000 it 181 683 175 048

8277 000 245 000 8477 028 7744 446

2 Administrative expenses
01 Travelling and subsistence . 474 000 66 000 524 182 482 286

02 Office requisites and equip-
ment, stationery and printing 630 000 o5 629 946 SB8 976

03 Postage, telegrams and tele-
phoneservices . . . . . 495 000 A 495 000 429 764
04 Consultants—fees . . . 37 000 S 28 753 42516
05 Computerservices . . . 40 500 41 343 32134
06 Incidental and other expendi-

ture ., . . 150 000 159 561 134 906

1 826 500 1 878 785 1710 582

3 Other services

01 Former Governors-General
or their dependuants - annual
allowances % Al

2 Australian Nationul Unpi-
versity  Centre for Research
on Federal Finuncial Rel-
utions o SREL 45 129 000
Advisory Council for Inter-
government Relations . i 168 750
Distinguished visitors, guests
and special occasions-
official  hospitality, presen-
tations und entertainment . 947 342(a) 732916
Committee of inquiry into
cducation and training . " 1 758 47 385
Visit of Her Royal Highness,
The Princess Anne, Mrs
Muark Phillips - 1979 Eas ) 19 662
Visit of Their Mujesties The
King and Queen of
Tonga 1979 s
Visit of His Royal Highness
The Duke of Edinburgh
<HOBOIT R S L

45950

4426
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Appropriation
Acts | and 2

1979-80
Appropriation
Acts Iand 4
fAdditional
Estimates)

1979-80

1970-80

{Budger) Expenditure

197870
Expenditure

09 Royal Visit—--1980
10 State funerals

Total Divisian 500

DIVISION 504- .CONVEYANCE
OF GOVERNOR-GENERAL,
MINISTERS OF STATE AND
OTHERS BY RAAF AND
DEPARTMENT OF
TRANSPORT AIRCRAFT
QIERAAE [ ooy
02 Department of Transport

Total Division 504

DIVISION 505—OFFICIAL ES-
TABLISHMENTS
2 Administrative expenses
01 Allowance to Governor-
General for up-keep of
Governor-General's
establishments T e
02 Wages of staff, other than
Governor-General's
establishments
03 Telephone services :
04 Repairs and maintenance
05 Maintenance of grounds
06 Fuel, light and power
07 Freight and transport
08 Furniture and fittings
09 Incidental and other expendi-
LUV T I S £ e s

* Total Division 505

DIVISION 506—-GOVERNOR-
GENERAL'S OFFICE
| Salaries and payments in the nature
of salary
01 Salaries and allowances
D2 OVartiie S E o= e
03 Salary of the Administrator

2 Administrative expenses
01 Travelling and subsistence
02 Australian honours
insignia, warranis and invest-
itures e S
03 Incidental and other expendi-
ture 3 = w I

Total Division 506

‘

5 L $
371 000 282 585
1200 1110

§

67 308

1112 100 519 800 1 657 875

2414 759(h)

11215 600 842 000 12013 688

11 B69 787

2747 297(a)
27 890(a)

© 2318539
21903

2775 187

2340 44]

580 000

172 575
106 083
202 066
157 526
35 541
88 773
29 551

72000

553 000

158 064
115 558
127638
331 140
45477
100713
75 889

67 469

1 664 116

1 574 949

72578
2159
W

2600

320 387
2318

386 100 74 775

322 702

35 000 185 378

159 000 35000 123 305
65 000

259 (00

fid HRE

213900 173370
Ad5 100 214 ()

748 146

34 453

129 112

65 1R7

228 952

551 654

13




1979 80
1979 80 Appropriation
Appropriation Acts 3 and 4
Acts | and 2 (Additional 1979 &u 1978 79
{Budget) Estimates) Expenditure Expenditure

$ 3 3 S

DIVISION 415 CAPITAL
WORKS AND SERVICES
I Buildings, works, plant and eyquip-
ment
01 Otficiul establishments . 164 200 R 156 180 163 946

Totul

Appropriation
Acts b il LE e

15785 400 1699 000 17 357 317 16 500 777

SPECIAL APPROPRIATIONS

Under the Governor-General Act for

payment of the Governor-General's

salury and allowances 1o former

Governors-General ., . . 91 400

Under the Remuneration Tribunal

Act for puyment of saluries, fees und

ullowances to first division officers »

and holders of public otfice . 100 800 94 506 121 645

Total Special Appro-

priations 1492 200 185 850 208 134

Total T 17 676 600 17541 167 16 708 91|

(4) Includes funds made available under Appropriation Act No, 1, Division 310 - Advance to the Minister
for Finance.

(b) Alsaincludes expenditure of §1 224 654 on Visits by Members of the Royal Family and Heuds of State,
Sesquicentenury of Western Australia -- Presentution, NOW Centre and the Commonwealth Heads of Govern-
ment Regional Meeting - Sydney, on which there was no expenditure in 1979 50,







The Department and its role in the
legislative process

: Giver! [he role of th De_parlmenl_of t_hc Diagram 2: Main stages in the
Prime Minister and Cabinet in the legislative evolution and passage of a bill
process, as described below, it seemed appro-
priate to provide a special article in this annual
report on aspects ol the development of legis- g
lation which may nol be widely known, CABINFT AUTHORITY

The process by which bills are considered Cahinet Submission
by Parliament and become law is a familiar Cahinel Decision
one and is well documented in various refer-
ence works.'

A process not so familiar is that which pre- DRAFTING OF LEGISLATI
cedes the introduction of bills into the afii s
Parliament - their genesis and their develop- g”r"".g'”"“.'“,""“

; X raft Bill to Minister
ment into proposed laws for presentation to Legislation Committee
Parliament, i of Cabinel g

The aim of the Government is to ensure Commiltee Decision
that its bills, when introduced, not only reflect
its policies but also are legally and technically
accurate. Both the policies and the bills de- )
signed to implement them are subjected (o GOVERNMENT PARTIFS CONSIDERATION
close and sometimes lengthy examination be- Government Members' Commitice
fore the resulting bills are presented to Parlia- Joint Government Partios
ment for debate and scrutiny. Bills may be
amended by the House of Representatives or
the Senate during their passage through the HOUSE OF REPRESENTATIVES
Parliament. Some bills are referred to com-
mittees of the Parliament for examination, It is Introduction  First Reading
also open to the Parliament to reject bills, * Second Reading Speech
Consequently, throughout the parliamentary &"'m‘d Reading Dehate
process, ministers and their officials need (o pa cond Reading

§ . i ommillee of the Whole, or
monitor progress of hills and to study the im- Legislation Committee of the House
plications of any changes. At the end of the Third Reading
parliamentary process, ministers and their de- Trunsmission to Senate
partments have Lhe responsibility for adminis-
tration of the new law. I

Diagram 2 sets out the main stages in the SENATE
evalution and passage of a bill. It is based on
arrangements under the present Government. Introduction  First Reading
Second Reading Speech
Second Reuding Dehate
Second Reading
Committee ol the Whole
Third Reading

ROY AL ASSENT




Origins of a bill

Most bills huve one or more of the follow-
ing origins:

Election undertakings

Each of the parties has a platform which
spells out its philosophy and muin policies. At
clection time specific undertakings are made
for the introduction of policy changes.

Minister's portfolio responsibilit y

A wide range of bills falls into this
category. Their need may arise, for example,
from new policy proposals, administrative
necessities, international obligations, or agree-
ments with the States,

Legal needs

It is a reflection of the quality of drafting
and the scrutiny of legislation that relatively
few bills ure needed 1o correct major legal
deficiencies in existing Acts. The need for such
bills dves occasionally arise, however, often as
a result of a Court finding an Act Lo be
deficient in the intention of its application, or
on constitutional grounds,

ILis not possible Lo give a precise reason for
the increase in legislation which has occurred
in the past decade or so; it is probably due to a
combination of factors including the increased
demands on government; constraints set upon
the Parliument’s law-making powers by sec-
tions 54 and 55 of the Constitution, and a gen-
eral desire to keep each Act as straightforward
as possible by dealing with one particular
subject !

Recurrent legislation

There ure many bills, usually those involv-
ing payment of moneys (e.g. bounties or grants
to the States), which have application only for
u fixed period. The need for renewing legis-
lution is therefore subject to government
evaluation of the particular policy as well as
parliamentary scrutiny..

I For exumple
House of Representatives, 4 Short Description of
Business and Procedures, AGPS, Canberry 1978

Odgers, | R, Australian Senate Practice, AGPS,
Canberra 1976

Legislation programming

Belore euch period of sittings, ministers

" agree upon those bills to be drafted und sub.

mitted 1o the Parliament. Often the totul
number of bills proposed by all ministers is
more thun the Parliament can consider in the
sitting period and priorities have 1o be deter-
mined by ministers in the Legislation Com-
mittee of the Cabinet.

Table 5 shows the increase in the number
of bills which have been introduced into the
Parliament in selected years since Federation,
together with the changing lengths of sittings,

The increasing volume of legislation hus
been of concern for many years. As indicated
in Table 5, the number of sitting days and sit-
ting hours per year hus remained fairly con-
stant in the past decade. There are difficulties
in extending the sitting time of the Parliament,
particularly because of electorute and other
commitments of members,

There are increased demands on the time
of ministers in particular, und on members and
senators in general, requiring attention 1o be
given not only 1o the overal| requirements lor,
and volume of, legislation, but also to the pro-
gramming of that legislation to ensure that it iy
presented to the Parliament in an orderly
fashion, The growth in other parliamentary
activities, particularly committee work, culs
into the time available 1o debate legislation.

2 Wide-ranging Acts dealing with & variety of seem-
ingly unreluted matters were not uncommon in
England some centurics 4go. In the tume of Queen
Anne, for example, the title of one Act reud:

‘An Act for laying additional duties on hides
and skins, vellum and parchment, and new
duties on starch, coffee, tea, drugs, gilt and sil-
ver ware, and policies of insurance, to secure 4
yeurly fund for satisfaction of orders to the con-
tributors of a further sum of & 1,800,000
towards Her Majesty's supply; and for the bet-
ter secuning the duties on candles: and for obvi-
ating doubts concerning certain payments in
Scotland; and for suppressing unlawful lot-
teries, and other devices of the same kind: and
concerning cake soap; and for relief of Mary
Ravenall, in relation 10 an annuity of £ 18 per
annum; and concerning prize cocou nuts
brought from America; and certain tickets
which were intended 10 be subscribed into the
stock of the South Sea company, and for appro-
priating the monies granted in this session of
parliament.’'

(10 Anne, C.26)




Table 5: House of Representatives
sittings 1901-1979

Average
hours per day

1901
1911
1921
1931
1941
1951
1961
1971
1972
1973 .
1974¢
1975
1976
1977
1978
1979

7.40
9.09
7.44
7.55
71.55
9.08
10.27
10.02
11.33
11.27
10.94
10,77
9.89
9.92
9.96
9.87

* Excludes Joint Sitting

Cabinet authority

Government legislation is not introduced
into the Parliament unless the policy which it
is designed to implement has first been agreed
to by the Cabinet. Proposals for bills, even
those flowing from election undeitakings, are
never taken as being capable of automatic im-
plementation. All proposals are first made the
subject of a Cabinet Submission for consider-
ation by ministers. On the authority of the
minister, a Submission is prepared by his de-
partment and canvassed with other interested
departments and authorities. After final ap-
proval by the responsible minister it is lodged
with the Cabinet Office and, in due course, is
listed for the Cabinet's consideration.

After consideration of the issues set out in
the Submission, the Cabinet may agree to the
minister's proposals. A Decision is issued by
the Secretary to Cabinet detailing the matters
which have been agreed and selting out the
parameters for the draft legislation,

Drafting instructions and
preparation of a bill

After the issue of the Cabinel Decision, the
responsible department issues dralting instruc-
tions to the Office of Parliamentary Counsel,
which is responsible for the drafting of
proposed laws for introduction into either

House of Parliament. There is then close con-
tact between the two, and with other
interested departments, until an agreed draft
bill reflecting the Cabinet Decision is agreed (o
by the minister.

The bill is then submitted by the minister
to the Legislation Committee of the Cabinel,
The Committee currently includes the Leaders
in each Chamber and is chaired by the Leader
of the House of Representalives,

The provisions of each bill are examined by
the Committee. If the Committee does not

. agree with all of the bill's provisions, it may
refer it back to Parliamentary Counsel, to the
minister or, if necessary, to the Cabinet. If the
bill meets with the agreement of the Com-
mittee its progress to the Parliument is
authorised.

Government Members' Committee
and Joint Government Parties

Before a bill is introduced it 1s examined by
the relevant government members' commitiee.
The committees cover the main areas of
government administration.

The minister explains the provisions of the
bill to the committee, answers questions upon
it and may agree to consider amendments o it,
Il the amendments are of a fundamental policy
nature, the minister refers the matter for
further consideration by the Cabinet: or they
may be of a technical nature which would bhe
considered by the |egislition Committee.




the final step in the pre-purliamentary
process is consideration of the hill by the joint
Bovernment parties at their regular weekly
meeting, where bills are subjected to examin-
aion by all government members and senators
and the responsible minister is required (o ex-
plain the provisions of the legislution. If the
bill or a particular aspect of it does not
meet with the approval of the Jjoint parties, it
may be necessary for the issue 1o be examined
aguin by the Cabinet, If the bill is agreed Lo by
the joint parties, it is then ready for introduc-
Lion into the Purliament and proceeds through
the remaining phases set out in Diagram 2.

The role of the Department of the
Prime Minister and Cabinet

The Depurtment s co-ordinating role

ranges ucross the various stages of the legislat-
ive process, There is close consultation with
the Leaders of the House of Representatives
and the Senate, the Office of Parliamentary
Counsel, departments, and officers of the Par-
liument. In particular the Department is con-
cerned with:

e lormulution of the legislation program for
cuch period of sittings

¢ monitoring of the progress of bills from the
Cubinet  Submission stuge 1o their sub-
mission (o the Legislation Committee of
Cubinet

e progrumming and monitoring of hills
through each House of the Parliament

Legislation Commitree

The Depurtment provides the secretariat
to the Legislation Committee (which decides
on the legislution program und approves indi-
vidual bills) and is the co-ordination puint,
through the Cubinet Office, for receipt of
documents for submission to that Committee,
The Cabinet Office then issues Decisions of the
Committee, i

Drafting of legislation

Once the legislation program has been
agreed upon, the Department consults with
Parliamentary Counsel on the drafting of the
bills to see that, as far us possible, drafting in-
structions ure ready on time, that issues be-
tween departments und Parliamentary Coun-
sel are settled promptly, and that there is a
regular flow of bills into the Parliament,

Parliamentary liaison

In ¢ach House of the Parliament a minister
15 responsible for the Government's program
ol legislution. These ministers the Leader of
the House of Representatives and the Leader
of the Government in the Senate - -arrange the
Government's parliamentary business within
and between the Houses of Parliament in con-
sullation with ministerial colleagues, the Party
Whips, the President or the Speaker and the
Clerks. In uaddition there is regular consul-
tation with the Opposition parties,

Two officers ol the Department serve as
Parliamentary Ligison Officers (PLO) 10 the
Leader of the House und the Leader of the
Senate. Each PLO works closely with the
Leader, other ministers, their staffs and de-
partments, Government and Opposition
members and the parliamentury departments,
Euch has a primary responsibility to advise the
respective Leaders on the pProgramming of the
Government's legislation each day and to
manitor the progress of bills through the vari-
ous stages in the parliamentary process,

The Government has conirol ol the duy by
day arrangement of items listed under Govern-
ment Business on the Notice Papers fur the re-
spective Houses. Notices and Orders of the
Day are arranged by the respective Leaders in
accordance with governmen priorities, and
tor this the advice of the PLO is availuble.

The timing of the introduction of bills is co-
ordinated by the PLOs, on (he authority of the
Leader of the House or (he Leader of the
Government in the Senate, in the light of the
availability of bills and the other business of
the Parliament,

The PLOs work closely with Government
Whips in each House with respect 1o the
program of Government business, in particular
on the timing of debates, They advise ministers
and departments of the times when the busi-
ness relating to them is likely to be dealt with,
consult with the Leader of (he House about
ministers' or departments’ requests for vari-
ations of business, and ligise generally with de-
partments on parliamentary matiers. They
keep in touch with ministers in regard to mat-
Lers requiring their attention in the Parliament.




Conclusion

There is a great deal more to the legislative
process than the public parliamentary debates,
The preceding account js only a general de-
scription and there are many aspects and com-
plications which arise and which cannot be
covered in this short account. The Department
has recently published a Legislation Hand-
book which deals in detail with the formu-
lation of legislation,

Within the public service the requirements
of the legislation process are commanding
greater attention; departments, and some
statutory authorities, now have officers to
lizise on legislative matters; in some organis-
ations a full branch is required to deal with
legislative matters,

The Department sees the requirement for
planning the legislative program as continuing
and increasing, Whether or not the volume of
legislation coming before the Parliament can jn
the longer term be reduced, it does seem that
constitutional requirements, the nature of (he
federal system in Australia and the social,
economic and other needs of the community
will continue to require a heavy program of
legislation (o be placed before the Parliament
each year.
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From the Principal Private Secretary

SIR IAN BANCROFT

Future of the Central Departments

When the Prime Minister saw you this morning, she told you
that she had decided in principle to abolish the CSD and to redis-
tribute its central functions to the Treasury and Cabinet Office.
In particular she wished responsibility for pay and manpower to be
transferred to the Treasury and the CSD's functions in the field
of efficiency to go to an expanded Rayner Unit in the Cabinet
Office. She recognised that this left a number of other blocks
of work for which a destination would have tc be found. This
required further study. She wanted the redistribution of fune-
tions to be completed in its essentials during the Christmas

Recess.

After discussion, the Prime Minister said that she would be
grateful if you, Sir Douglas Wass, Sir Robert Armstrong and Sir
Derek Rayner could conduct the study on how the reallocation of
the CSD's functions should be arranged in detail. The exercise
should be conducted on a highly confidential and restricted basis,
in order to avoid news of the Prime Minister's decision becoming
public prematurely. The report of the study should be ready for
her on her return from Australia on 9 October, ;

As you know, the Prime Minister saw the Chancellor of the Duchy
of Lancaster this afternoon and told her of her decision.

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

© A. WHITMORE

24 September 1981

PERSONAL APNID A CHO NAF T DeB N T TABST
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cc for information

Mir Whi tmore
Mr WRIGHT Sir Derek Rayner

THE CENTRAL DEPARTMENTS

1. I have arranged to see Sir Robert Armstrong again at

6 15 tomorrow evening to take on board any final points before
he leaves for Australia and, if there is time, to come back to
some of the issues of substance he mentioned briefly this

morning.

& The purpose of this minute is to register some other
points and to make a request.

3. First, you may like to kmow that I have sent a short
note to Mr Whitmore, saylng that my minmute to him of yesterday
may be a sufficient aide-mémoire for the meeting with Sir Ian
Bancroft but that if anything else is needed by way of briefing
I will supply it.

S Secondly, I agree with what Sir RA said this morning
about the timing of an announcement. We contemplate

29 October. But there is plainly a risk of leakage well
before that as the circle of those in the know widens. One
critical point in all this may be The Queen's absence abroad,
but it may be that the PM, Sir RA and Mr Whitmore will have an
opportunity to discuss this point during their visit to
Australia.

4, Thirdly, I am concerned about getting the work which
has been laid at my door done in good order by 9 October.

We have a decision inprinciple and I do not think that the
"study" called for need be very elaborate. My intention is
to prepare a series of drafts and try them out on the Treasury,
CSD and Cabinet Office representatives. But, quite frankly,
I do not see this as a matter on which all the detail can or
should be the subject of agreement rather than consultation.

I therefore suggest that consideration should be given to
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Mr Whitmore issuing to me, for this purpose as a member of the
PM's staff, instructions in the following terms:

"Mr Priestley

THE CENTRAL DEPARTMENTS

It has been decided that CSD functions relating to
Manpower, Pay and Superannuation should be moved into
the Treasury and other CSD functions into the Cabinet
Office during the Christmas Recess. It has also been
decided that decisions on the organisation of such
services as computers and catering may be held over
until after this move. I confirm that you are
requested to produce, by Friday 9 October:

(1) advice for the Prime Minister on the
measures necessary to achieve the move
and to enable decisions to be taken on
the second-stage matters and

drafts of the statements, letters etc
which will be necessary at the time the
decision is announced, provisionally

29 October. You are to do so in con-
sultation with officers nominated on
behalf of the Treasury, CSD and Cabinet
Office.

I am copying this to Sir Ian Bancroft, Sir Douglas Wass
. and Sir Robert Armstrong.

C A WHITMORE"

Ss I should confirm, by the way, that the only practical
way I see of getting the work done is for me to press on hard
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with drafting and not spend time "in committee". I am having a
personal word with Mr Butler about this tomorrow and think that
he will be sympathetic.

6. Finally, I should declare an interest in that, as you
already know, my post is one of those which may be subject to
rationalisation on the move at Christmas. Another is that
occupied by Mr A W Russell, who may be Sir IB's representative
for the study team. I shall, naturally, do my best as I am
sure Mr Russell would, but you should know that Sir DR very
strongly takes the view that the occupant of a merged Priestley/
Russell post should not be Mr Russell.

-

C PRIESTLEY
23 September 1981

PS: I understand that Sir Douglas Wass is asking for the
"original paper" setting out the arrangements for
Option 2B. This must be Sir DR's personal minute to
the PM of 29 June. I would not wish to see it released,
as it combines comments on issues of principle and on
personality. We are now at the stage of translating a
decision into effect. As far as the rationale is con-
cerned, it will be covered in sufficient detail by the
drafts I shall prepare of the statements to Cabinet,
Parliament and Mr du Camn, on which the Treasury and
others will be consulted.
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THE CENTRAL DEPARTMENTS

I understand from Sir Robert Armstrong that
Sir Tan Bancroft is now due to see the Prime
Minister tomorrow. My note to you of yester-
day may be a sufficient aide-memoire but if

you need anything else please let me know.

=
i

C PRIESTLEY
23 September 1981




PRIME MINISTER

The Central Departments

As agreed at your meeting with the Chancellqr of the Exchequer

last Friday I saw Sir Ian Bancroft this afternoon to prepare the
way for the meeting that you propose to have with him to let him
know of your decision to abolish the CSD.

I told him that after a good deal of thought you had come
to the conclusion, in the light of experience over the last few
months, that it would now be right to wind up the CSD and to _
distribute its central functions to the Treasury and the Cabinet
Office.' In particular you had in mind to transfer responsibility
for pay and manpower to the Treasury and to incorporate the CSD's
responsibilities for efficiency in Sir Derek Rayner's unit. You
recognised that this left a number of other functions whose
destination was not yet clear. You therefore wanted a quick study
done by the CSD, Treasury and Sir Derek Rayner's unit, drawing on
the earlier Hawtin/Moore exercise, with a view to recommendations
on the detailed split of responsibilities being ready for you on
your return from Australia on 9 October. This study would have
to be done on a confidential and restricted basis since you did

not intend to announce your decision to abolish the CSD until
later in October. Your aim was to have the transfer of functions
completed in all its essentials by the Christmas Recess.

I went on to say that you were very conscious that your
decision had direct and immediate implications for Sir Ian's
personal position and that you were anxious, so far as possible,

to accommodate his wishes about his own future in the new arrange-

ments. You would want to discuss this with him before you left
for Australia. I added that thereafter you would &ZEE??;??E%
Lady Young_gnd him together to let her know what you had decided.
I mentioned that you had already spoken to the Chancellor of the
Exchequer who agreed with what you propose{to do. Sir Robert

Armstrong and Sir Douglas Wass were also in the picture.

All this came as a complete surprise to Sir Ian Bancroft: he

- -v-a'\,‘—‘l""‘"l" /had
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had clearly had no inkling of the way your mind was moving.

He was certainly shaken by the news but he took it very well.
He said that he thought that the Civil Service as a whole would
not understand why the change was being made and he feared that
there might be a strong reaction against it, particularly in
the wake of the Civil Service pay dispuf;T He also wondered
how we would explain the rapid reversal of the earlier decision
to retain the CSD. After his general response to what I had had
to say, however, he quickly started to think about the problems
of splitting the CSD's functions which the study would have

to tackle. As you would expect, he showed every sign of being
ready to co-operate in carrying through your decision.

As regards his own position, Sir Ian Bancroft said that he
recognised that one possible outcome of the abolition of the CSD
would be his own premature retirement. I repeated that on this
you wanted to be as helpful as you could in meeting his own wishes.

He said that he was very grateful to you for giving him
advance warning of what you would have to say to him when he came
to see you. "It was a very big pill to swallow and digest" and
he would like a clear day to order his mind on both the official
and personal implications of your decision. I thought that this

a reasonable request and I have therefore asked him to come and
see you at 0945 on Thursday morning. I hope to arrange for
ady Young and him to come at 1430 on Thursday.

JA.

22 September 1981
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Mr WHITMORE

THE CENTRAL DEPARTMENTS

We spoke earlier this afternoon. I now attach:
- a summary action plan
- a rather fuller outline of the action plan.

2s The membership of the "study" group has now been notched
up to US level by the Treasury, which will be represented by

the PEO, Mr Butler, but unless otherwise instructed I shall keep
the initiative in my own hands.

3. You may like to have these reminders:

() The "public expenditure" bits of the CSD destined
for the Treasury are Manpower (US + c. 50 staff);
Pay (US + c. 85 staff); Superanmuation and Home &
Overseas Allowances (US + c. 45 London-based staff -
some others are in Basingstoke). Total: c¢. 180 '
staff.

That constitutes a Deputy Secretary command rather
bigger than now (ie Manpower on top of Pay and
Superannuation); Mr Le Cheminant might have it,
adding to his existing assignment.

The "efficiency" bits destined for the CO (and

the Rayner unit) are Management and Organisation
(including Public Appointments and Machinery of
Government, US); Functions and Programmes (includ-
ing Staff Inspection, US); perhaps policy aspects
of the Central Computer and Telecommunications
Agency (US); and Personnel Management (US), includ-
ing policy on recruitment and training, and senior
appointments. Ceremonial (AS) should be added. °
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The executive parts of CSD whose organisation
would require a decision at the second stage are
Catering (CISCO, US); College (US); CCTA (US),
perhaps including policy; Commission (2 USs):
Medical Advisory Service (US); amd Security (US).

The "efficiency" elements of CSD noted at (3)
above would report directly to a Second Secretary
(Mr Cassels). The following posts are threatened:

Second Secretary: Sir John Herbecq g
g abolition

Deputy Secretary: Mr Wilding

Mr Fraser (mainly personnel,
recruitment (including duties as
First CS Commissioner), training
at present) - rationalisation
with Mr Cassels.

Under Secretary: Mr Charkham (M&O) 3
Mr Russell (FP) yrationalisation
Mr Priestley(RU) )

Assistant Mr R H Wilson (FP)) iy
Secretary: Mr Beesley (RU);ratlonallsammn

o

4, I am copying this to Sir Rober Armstrong and Sir Derek
Rayner.

L

C PRIESTLEY
22 September 1981

Encs:  Summary action plan
Outline of action plan




SUMMARY OF ACTION PLAN

CDL and Sir Ian Bancroft informed, 23 September.

Chief Secretary; Mr Hayhoe; Sir John Herbecq, 24 September.
Detailed action plan and drafts submitted to PM by

9 October, approved by her by 16 October.

The Queen informed, 27 October.

Mr du Cann informed, 28 October.

Cabinet; Parliament; and CCSU informed; press briefing;
and Office Notices, 29 October.

Stage 1 formalities completed by Christmas Recess;

change effected during Recess.

Stage 2 decisions taken early in 1982.




OUTLINE OF ACTION PLAN

NB:

This assumes that the Chancellor of the Duchy of Lancaster
and Sir Ian Bancroft are brought into the picture by the
Prime Minister on 23 September.

The following are informed in confidence as soon as the
signal is given (by the Prime Minister or Mr Whitmore
on her behalf):

- Chief Secretary, by or on behalf of the Chancellor
of the Exchequer :

Minister of State, CSD, by the Chancellor of the
Duchy of Lancaster

Sir John Herbecq, by Sir Ian Bancroft.
Date: 24 September?

Mr Priestley, in consultation with the nominees of

Sir Robert Armstrong (Mr Stevens), Sir Douglas Wass

(Mr Butler) and Sir Ian Bancroft (Mr Towers?) to prepare
action plan and associated documents (see below).

The action plan envisages two stages:

€ Enable the major split (Manpower; Pay; Super-
annuation and Home & Overseas Allowances, 3 Under
Secretaries under a Deputy Secretary, Mr L Cheminant?)
to go to the Treasury; "efficiency", 4 Under
Secretaries, under a Second Secretary (Mr Cassels),
to go tothe Cabinet Office) during the Christmas
Recess.

g Deal with secondary issues (including CCTA, College,
Commission etc) thereafter.

Dates: Thursday 24 September - Friday 9 October.




Prime Minister approves action plan and associated drafts;
decide whether a Minister (Chancellor?) should see the
CCSU.

Date: By Monday 19 October, if possible.
Prime Minister informs HM The Queen, Tuesday 27 October.

Prime Minister sees the Chairman of the Treasury and
Civil Service Select Committee, Wednesday 28 October.

Thursday 29 Octobe;

AM Prime Minister informs Cabinet.
Prime Minister signs letter to Secretary General
of CCSU, delivered at time of or after Parliamentary
statement.

Prime Minister makes statement to House of Commons
after PM's Questions.

Chancellor of the Duchy of Lancaster repeats in
the House of Lords.

Press release; Mr Ingham briefs the Lobby.

Friday 30 October (or pm Thursday 29 October)

Offices Notices in Treasury, Cabinet Office, CSD.

Chancellor (?) sees CCSU, late October?

Transfer of Functions Orders laid and approved.

Date: By start of Christmas Recess

- Change of accommodation

Date: During Christmas Recess.

Stage 2 questions reported on and dealt with by end-
January/February 1982,

2
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POINTS TO DISCUSS WITH MR WHITMORE, 22 SEPTEMBER 1981

1. Would a brief on the Australian Department of the Prime
Minister and Cabinet be helpful before the PM leaves for CHOGM i
in Melbourne?

23 Have Lady Young and Sir Ian Bancroft been "brought into
the picture"? N v

3. I am under instruction from Sir RA and Sir DR to lead .

the "study" on the re-allocation of CSD functions, due for
completion by Friday 9 October. Does this chime with Mr Whitmore's
understanding? Ner .

NB: Stage 1: Enable the major split to take effect
during the Christmas Recess.

Stage 2: Deal with secondary issues (eg CCTA, CISCO

thereafter). . e
/W;M MM

4, Will either or both of Mr du Cann and the OCSU be seen by
the PM or be written to? 1Is it a matter of draft letters or
meeting briefs?

I intend to prepare the following drafts:

(1) Statement to Cabinet: oral. Date?

(2) Parliamentary Statement: oral, or Written Answer?
(If oral, will also need brief and supplementaries.)
Date?

Public announcement + press briefing.

Office Notices (Treasury, Cabinet Office, CSD)
L 3o Omso
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ce:- Sir D Wass
Sir R Armstrong

10 DOWNING STREEFir D Rayner

From the Principal Private Secretary 18 September,1981

The Central Departments

The Prime Minister held a meeting with the Chancellor
of the Exchequer this afternoon tec discuss the future of the
Civil Service Department. Douglas Wass, Robert Armstrong and
Derek Rayner were also present.

The Prime Minister said that although she had decided when
the future of the CSD had last been considered that the department
should remain as it was, she had now come to the conclusion, in
the light of experience over the last few months, that the time was
ripe to abolish the CSD and to distribute its central functions to
the Treasury and the Cabinet Office. 1In particular she thought that
responsibility for pay and manpower should be transferred to the
Treasury and that the CSD's work on efficiency should be incorporated
in Sir Derek Rayner's unit in the Cabinet Office. This left a number
of other functions, like the Civil Service Commission and the Central
Computer and Telecommunications Agency, for which a suitable resting
place would have to be found. She hoped that the change could be
made in all its essentials by Christmas, although she recognised
that in some respects the consequences of the change would take
longer to work through: getting staff in the right accommodation
was a case in point.

The Chancellor of the Exchequer said that he agreed with the
Prime Minister's decision in principle to abolish the CSD and to
redistribute its responsibilities. He thought that the additional
work which would come to the Treasury would require an extra Minister,
at least initially.

In discussion it was pointed out that it was already possible
to see where some of the CSD's functions apart from pay, manpower
and efficiency should go. For example, it made sense for responsibility
for conditions of service to be transferred with pay and manpower to
the Treasury. The same was true of pensions. Machinery of Goverament
matters, on the other hand, should go to the Cabinet Office. But in
other areas it was not clear how the CSD's responsibilies should be
re-allocated. A quick exercise based on the earlier Hawtin/Moore study
was needed tc make recommendations on the redistribution of
responsibilities. But before this work, which would need to be kept
confidential, could be put in hand, the Chancellor of the Duchy of
Lancaster and Ian Bancroft would need to be brought into the picture.

/In further
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ce:- Sir D Wass
Sir R Armstrong

10 DOWNING STREEPir D Rayner

From the Principal Private Secretary 18 September, 1981

The Central Departments

The Prime Minister held a meeting with the Chancellor
of the Exchequer this afternoon tc discuss the future of the
Civil Service Department., Douglas Wass, Robert Armstrong and
Derek Rayner were also present.

The Prime Minister said that although she had decided when
the future of the CSD had last been considered that the department
should remain as it was, she had now come to the conclusion, in
the light of experience over the last few months, that the time was
ripe to abolish the CSD and to distribute its central functions to
the Treasury and the Cabinet Office. In particular she thought that
responsibility for pay and manpower should be transferred to the
Treasury and that the CSD's work on efficiency should be incorporated
in Sir Derek Rayner's unit in the Cabinet Office. This left a number
of other functions, like the Civil Service Commission and the Ceantral
Computer and Telecommunications Agency, for which a suitable resting
place would have to be found. She hoped that the change could be
made in all its essentials by Christmas, although she recognised
that in some respects the consequences of the change would take
longer to work through: getting staff in the right accommodation
was a case in point.

The Chancellor of the Exchequer said that he agreed with the
Prime Minister's decision in principle to abolish the CSD and to
redistribute its responsibilities. He thought that the additional
work which would come to the Treasury would require an extra Minister,
at least initially.

In discussion it was pointed out that it was already possible
to see where some of the CSD's functions apart from pay, manpower
and efficiency should go. For example, it made sense for responsibility
for conditions of service to be transferred with pay and manpower to
the Treasury. The same was true of pensions. Machinery of Goverament
matters, on the other hand, should go to the Cabinet Office. But in
other areas it was not clear how the CSD's responsibilies should be
re-allocated. A quick exercise based on the earlier Hawtin/Moore study
was needed to make recommendations on the redistribution of
responsibilities. But before this work, which would need to be kept
confidential, could be put in hand, the Chancellor of the Duchy of
Lancaster and Ian Bancroft would need to be brought into the picture.

/In further
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SR

In further discussion it was pointed out that the staff side
‘would be hostile to the abolition of the CSD and to the split of its
functions between the Treasury and the Cabinet Office. The new
arrangements would mean that they no longer had one single Minister
to deal with. But since this was a machinery of Government matter,
there could be no question of consulting them. Rather it was a
matter of informing them just before the decision was announced.
Similarly, Mr Edward du Cann, the Chairman of the Treasury and
Civil Service Select Committee, should be told of the decision
immediately before it was announced.

The Prime Minister, summing up the discussion, said that she
would see Lady Young and, separately, Ian Bancroft the following week.
This would pave the way for a study by Michael Hawtin, Julian Moore
and Clive Priestley on how all the CSD's present functions should be
re-allocated. The study should be completed in time for her return B
from Australia on 9 October. She would aim to make an announcement
later in October. She accepted that the Treasury would probably need
to be strengthened by an additional Minister, at least in the first
instance. :

I am sending copies of this letter to Douglas Wass, Robert
Armstrong and Derek Rayner., I need not emphasize its sensitivity and
I am sure that you and they will handle it accordingly.

B WHITMORE

J Kerr, Esq
HM Treasury
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MR, WHITMORE [ word——=2 o
{ Wkly  Cetar

I promised to send you a note about the ideas for strengthening an f‘.‘r

extending the role of the Cabinet Office in the direction of a "Prime Minister's
———a
Department', which the Prime Minister mentioned at our meeting last week.
This is a separate issue from the future of the Civil Service Department, on
which I have minuted separately, though obviously both affect the future of the
Cabinet Office.
2. As I understand it, the Prime Minister would like:=

(a) to have access to advice (other than Departmental advice)
more systematically than at present;

(b) to have a means of making sure that strategic considerations
are taken into Departmental thinking sooner and more
certainly than at present;

(c) to make sure that important questions of policy arrive before
Ministers, whether in Cabinet and Cabinet Committees or in
correspondence, properly and fully analysed and argued,

The Prime Minister said she wanted to achieve this without any significant
increase in the staff of the Cabinet Office,
3. The two main questions are thus:-

(i) How to achieve the changes in the conduct of business which
the Prime Minister wants most effectively and economically
by extending the scope and operations of the Cabinet Office
but not significantly increasing its numbers.

(i) Whether it would or would not assist the Prime Minister's
aims if the Cabinet Office thus strengthened were renamed
the "Prime Minister's Department''.

How to Achieve the Changes

4. Ibelieve that we can achieve the objectives quickly and without greatly
increasing our staff by the measures which I recommend in this minute. They
would avoid the universal '"second-guessing' which seems to bedevil and

certainly to inflate the Canberra model. They would, partly through that

ﬂl-
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avoidance, concentrate on the things that really need pulling together at the
centre., And they would not prevent us from taking further steps later on, if
the Prime Minister so wished and the resources were available.

5. In our tradition the role of the Cabinet Office has two attributes which
are relevant to this discussion:=

(i) On matters of collective machinery and procedure, we serve

the Cabinet collectively, though everyone understands that we
have a special relationship with the Prime Minister. In our
relations with other Departments we are concerned primarily
with handling and procedures = with what issues are coming
————
up for Ministerial decision, where they should be dealt with,
and when they will need to be considered.
(ii) As to issues of policy, our concern with substance comes

mainly in briefing the Prime Minister (or other Committee

chairmen) and then mainly in relation to how the meeting

should be handled. We normally get involved in the substance
———

of official interdepartmental discussions only when specifically

so invited to act by Cabinet or a Cabinet Committee. We tend
therefore to come in at a late stage in the process of
governmental discussion.,

6. It is important to the acceptability of the Cabinet Office in Whitehall,
both at Ministerial and at official level (and hence to its access to Whitehall's
information) to preserve the first attribute, That goes for the Secretariat
and also, and no less strongly, for the CPRS: one of the CPRS's strengths,

hich has enabled it to establish itself as a useful and acceptable part of the

central machinery of Government, is its independence. Itis also important to
NS NN g

our acceptability in Whitehall that any changes we make should be, and should be

seen as, helpful to the collective conduct of business and formulation of policy.
Departments will nee't_:} to be convinced that changes aimed at improving the
ability to come to correct collective decisions will not lead to duplication of effort
on aspects which should properly be their affair. Rather than "'second=guess'

Departments, there is a need to exert a variety of pressures to ensure

P
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competence and efficiency, The present proposals will (amongst other things)
provide some of those pressures.
7. As to the second of the traditional attributes set out in paragrah 5, in
some parts of the office we have already departed quite a long way from it
in recent years, in ways which suggest that there is room for us to become
more deeply involved in substance without calling the first attribute in question,
The existence and work of the Central Policy Review Staff and our strong
co-ordinating role with regard to European and Overseas Affairs show that the
Cabinet Office can effectively and acceptably operate as more than a mere
procedural mechanism without a mind of its own. Those developments provide
a good foundation in custom and acceptance for the changes which T now
recommend,
8. The changes are designed to do two things:-
(i) To enable the Cabinet Office (including the CPRS) to know at
an earlier stage than at present not only what issues and
problems are likely to come up but also the nature of the
decisions likely to be required and the facts and considera-
tions relevant to them,

To give the Cabinet Office (including the CPRS) the opportunity

and the backing for 1nterven1nE in discussions of selected

issues and problems before they reach Ministerial (and
particularly Prime Ministerial) level, with a view to:~
(a) making suggestions on how discussions (particularly
4 at Ministerial level) should be handled;
identifying deficiencies in analysis or presentation,
and making proposals for remedying them;
making special arrangements for preparing an issue
for Ministerial consideration (e.g. by commissioning
a study by the CPRS, or arranging a task force under
CPRS leadership), where it is clear that the ordinary
processes of Departmental consideration and inter=
departmental discussion are unlikely to be able to deal
adequately and comprehensively with the issue,
-3m
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9. Our existing arrangements do not produce all the infornma tion we shall
need at as early a stage as we shall need it. In former times the Cabinet Office
derived a good deal of its information, and was to some extent able to contribute
to policy formulation and presentation, by virtue of its providing the secretariat
for Official Committees. Since 1979 the number of Official Committees has
been considerably reduced, and this source of information and influence is less
strong than it was. If we are to achieve the present objectives, one of the things
we need to do is to make that loss good, without going to the lengths of
establishing otherwise unnecessary official committees in order to do so.

10, Accordingly Irecommend as follows:=

(a) We should arrange for the Cabinet Office_to be made aware of major

items of economic (including scientific and industrial) business and of

home affairs busmess likely to be submitted to Cabinet and Cabinet
Committees or to be discussed in Ministerial correspondence involving
the Prime Minister. In particular, we should expand the arrangements
for the Forward Look which we already do in respect of business due to,
come to Cabinet and Cabinet Committees, so that the information also
covers major items of business likely to involve the Prime Minister
which are expectéd to be dealt with by correspondence or ad hoc
discussion rather than in Cabinet Committees. We should also
encourage Departments to copy correspondence on such matters to us
when they copy it to the Treasury (or to other Departments with a major
interest, if the Treasury are not involved).

(b) The Cabinet Office would not = could not - involve itself closely in every

issue of which it was made aware; it would do so selectively, consulting

' the Prime Minister as appropriate, with a view to the objectives set out
Y an paragrapg 8(ii) above, and with the general purpose of ensuring that

all aspects of the business under consideration had been properly

thought out, and that the proposals were fully considered and presented

to Ministers in relation to the Government's strategy.

Edn
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(c) As longstops, we should need the Prime Minister's authority to ensure -

if necessary by delaying the circulation oii—_papers - that submissions on
policy were in a fit state for Ministerial consideration, and that
proposals had been fully considered and were presented accordingly;
and we should ask the Prime Minister to make it clear to her
colleagues that, if she was not content that submissions on policy which
came to her direct had considered all the issues, she would call on the
Cabinet Office to arrange for them to be reconsidered so as to remedy
the deficiencies better.

11, These changes should enable us to make a positive contribution to better
decision=making in Government. They should also make us better .:‘m:t'ormed
and equipped to advise the Prime Minister on the substance, as well as the
handling, of policy issues, We should, however, need to make sure that our
working relationships with 10 Downing Street reflected the change. It would
need to become a matter of routine for the Private Secretaries at 10 Downing
Street to ascertain, before putting a Departmental submission into the Prime
Minister, whether it was one on which the Cabinet Office wished to give her
advice. For our part, we should need to give you advance notice of issues
likely to come to the Prime Minister on which we were likely to want to give her
advice, or on which we might wish to seek a preliminary expression of her
views.

12, These changes would not give us a Prime Minister's Department, in the
sense of a Department committed exclusively to the Prime Minister and marking
(and "second-guessing') Departments over the whole range of Goverument
business. It would not be the objective of these changes to prevent or dis-
courage Departmental proposals from reaching the Prime Minister, and there

would certainly continue to be occasions when proposals would reach her with

which she did not agree. We should however achieve a greater degree of

articulation of 10 Downing Street to the Government machine as a whole. The
objective would be toensure so far as possible that proposals reached her

(and other Ministers) properly worked out, that all the relevant considerations,
including the strategic considerations to which the Prime Minister was known

by the Cabinet Office to attach importance and which a Department might have

B
PERSONAL AND CONFIDENTIAL




PERSONAL AND CONFIDENTIAL

overlooked, had been taken into account before proposals reached Ministers,
and that there would be fewer occasions when the Prime Minister felt that
proposals were insufficiently thought through and must be sent back for further
consideration before they came to her and her colleagues for decision.

13. These changes could be achieved mostly by simple clarification and
strengthening of certain working rM— between the Secretariat at
No. 1 abinet Office, between the Cabinet Office and the Treasury,

and, within the Cabinet Office itself, between the Secretariat and the CPRS.
The people in the various Secretariats of the Cabinet Office, and especially
those in the Economic Secretariat, would also need to spend more of their time
working with other Departments, in order to know what business to' select for
Cabinet Office involvement);o have enough understanding of the business coming
up to be able to make a constructive analysis of it,

14, I should need some reinforcement of the Economic Secretariat,

amounting probably to one Under-Secretary and one or two Assistant

Secretaries, both because there would be a bigger job of work to do, and

because there would be more meetings to attend and people cannot be in two

places at once, But I would hope that, by the time the CSD had been

incorporated into the Treasury and the Cabinet Office, we should finish up no
worse than all square within the resources of the existing central Departments
taken together, The changes in view for the CSD cast doubt on three senior
posts (Deputy, Under and Assistant Secretary), while Sir Derek Rayner's unit
will contract slightly later this year on the departure of his Economic Adviser,
15, I should also want to recommend to the Prime Minister that, when we
replace Mr. Franklin, we should do so with a Second Permanent Secretary,
whose main duty would be to take charge of the European Secretariat (so that the
Deputy Secretary post at present filled by Mr, Franklin would lapse) but who
would also be able to act as and when necessary as a Deputy for the Secretary
of the Cabinet across those sections of the office not already headed at this level
(by Sir John Boreham and Mr. Ibbs), With the efficiency post to be filled by
Mr, Cassels, this would mean that we should have five Permanent Secretary
posts in the Cabinet Office, as opposed to three at present; but the cost of this
would be more than offset on the abolition, with the CSD, of its Permanent and

Second Permanent Secretary posts.
=G=
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16. I should also need - for sheer self-preservation = to make changes in
some of the existing working practices of the Cabinet Office, so far as they
affect me. In particular, I hope that the Prime Minister would agree to accept
some Cabinet Committee briefs direct from the Deputy Secretaries here, rather
than from me. I wouldask that they should be prepared and sent forward in
time for me to comment to the Prime Minister on them separately, before the
meeting to which they related, if I found that necessary,

17.  We should need to consider the position of the Policy Unit of No,10, I
should like to discuss this with the Prime Minister, but I incline to the view that
the Policy Unit should stay in No. 10. I think that it needs complete freedom to
report " politically" to the Prime Minister, in a way which civil servants in the
Cabinet Office (or a Prime Minister's Department) cannot do. But there might
be a case for the Economic Secretariat taking on, as part of the increase in
staff likely to be needed, the Assistant Secretaries now in the Policy Unit,

And it could well be useful for there to beci?]g:faon between the Cabinet Office
and the Policy Unit: for example I assume that they see the advice which the
Prime Minister gets from the Cabinet Office, and it might help if we regularly

saw copies of the advice which they give her - obviously on the basis of an

extremely restricted distribution here.

Should the Enlarged Cabinet Office be called the "Prime Minister's Department' ?

18, The new role of the Cabinet Office would have to be made clear in
Whitehall. How much would it help = or hinder - the Prime Minister's aims if
the strengthened Cabinet Office were renamed the "Prime Minister's
Depart ment'' ?

19.  Attaching so striking a name to the old Cabinet Office would be a clear
signal of the Prime Minister's personal interest in the despatch of business at
Cabinet level, and her determination to ensure both that the Government
machine was efficient and that it served the Government's strategy. It would
also make it plain that some of the necessary instruments were now unambig=-
uously in her own hands. It would certainly attract a lot of comment in
Parliament, the Press, Whitehall and elsewhere, and stimulate expectations as
to both style and achievement.

7=
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20. But we do not need the change of title to achieve the objectives that we
seek; and Ibelieve that a change of title would actually militate against the
effectiveness of what is proposed, for these reasons:=

(i) the overt establishment of a "Prime Minister's Department"
would still, I believe, arouse very considerable concern and
opposition among other Ministers, If that is right, it is, of
course, for the Prime Minister to judge whether the risks
are worth running;
as far as Departments are concerned, I know that the change
would create fear, concern and opposition in Whitehall., As
things are at present, the Cabinet Office is seen as a
Department serving the Cabinet collectively (though everybody
knows that we have a special relationship with the Prime
Minister), and is regarded as on the whole a helpful institution
rather than one to be feared and circumvented or even opposed.
We depend on the present state of affairs for Departments'
readiness to supply us with information, and to second to us their
flyers., We should risk changing that readiness to co-operate,
to our great disadvantage, and would thus risk frustrating the
main objectives of the exercise, if we became a "Prime
Minister's Department'" suspected of an intention to second-guess
Departments across the board, And we could be driven towards
a substantial increase in staff numbers in order to make good by
other means the resulting deficiencies in our information.

2l. Ibelieve therefore that the objectives will be easier to achieve without
the change of title, and I recommend accordingly.

Giving Effect and Annonncement

22. The decision on the CSD will of course have to be announced. The
changes proposed in this minute would not need to be publicly announced; but
they would need to be promulgated within the Government, I suggest by means

of a minute from the Prime Minister to her colleagues, a draft of which I would,

-8-
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of course, prepare for her., I think we should aim to bring them into effect
by the end of this year. They would be almost bound to become known to
'"Whitehall watchers' like Peter Hennessy, Richard Norton-Taylor, Mark
Schreiber and Lord Crowther-Hunt: we should need to give thought to how best
to counter the possibilities of misrepresentation,
CONCLUSION

23, © I have discussed these matters with Mr. Ibbs and Mr. Gregson, who
support the aims and agree with this minute. I have also discussed them with
Lord Hunt. He too agrees with what is proposed in this minute, He and I both
think that things have been progressing gradually towards a "Prime Minister's
Department' for some time, that the process is probably inevitable in today's
circumstances and also right, so far as we can now see; that the time has come
to take the process a stage further; and that such a Department may well come
some time. But we also agree that it would put the Prime Minister's aims at

risk to go straight for the title "Prime Minister's Department" now,

24, Iam sending a copy of this minute to Sir Derek Rayner. I have not been

able to discuss it with him, but I have discussed it with Mr. Priestley, for
whose help I am grateful and who believes that the minute is in line with
Sir Derek's own thinking.

Robert Armstrong

frms Wit

17th September 1981
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RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE CHANCELLOR
OF THE EXCHEQUER ON WEDNESDAY 16 SEPTEMBER

AT 1715 HOURS

The following are the main points that came up at the Prime
Minister's meeting with the Chancellor yesterday afternoon.

(L) ===ofp

The Prime Minister told the Chancellor of her preliminary
ideas on the future of the CSD. She now had it in mind to move
their manpower and pay functions to the Treasury and to locate
their efficiency functions in an expanded section in the Cabinet
Office under Mr. Cassels. She wanted to discuss all this further
with the Chancellor and with Sir Robert Armstrong and Sir Douglas
Wass at the meeting that had been arranged for Friday afternoon.

The Chancellor made one point: 1if manpower and pay functions
were to be transferred to the Treasury, he would need to have an
extra Treasury Minister. All five Treasury Ministers were at
present fully occupied. The Prime Minister said that she would
bear this in mind.

(i1)  EMS

The Chancellor said that he hoped to let the Prime Minister
have a paper on the EMS before the weekend. He did not wish to
rush into a decision: at present he still thought the economic
arguments were marginally against our joining, but he recognised
the political arguments in favour. At the same time, there were
also important political arguments against which had to be fully
considered - it could well be unpopular domestically, and it
would provide the trade unions with another stick with whieh to
beat the Government. The Prime Minister said that she too did
not wish to be rushed into a decision; she would want to be con-

vinced that there were positive arguments in favour of our
joining, rather than that there were no longer sufficiently strong

[ g .
arguments against #e¥ us-$a continumdptayiag out. She also

recalled that Mr. Nott was a strong opponent of our joining;
she would want him to be involved in any preliminary discussion
of the issue. It was provisionally agreed that there should be a
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meeting sometime in October to consider the Chancellor's paper -
the meeting should include Lord Carrington, Mr. Nott and
probably Mr. Lawson.

(@atain Ly Merseyside

The Prime Minister said she had been thinking again about
the idea of sending individual Ministers to the North East and
the West Midlands as well as to Merseyside. She was coming round

to the view that other regions would think it very unfair if
only Merseyside was given a Minister. The Chancellor repeated
the arguments that had been made at the meeting of the small
group of Ministers that considered Mr. Heseltine's paper against
allocating Ministers to other regions. It was left that no new
action should be taken for the time being.

(iv) Defence Cash Limits

The Chancellor explained that MOD were heading for an over-
run of £300m - £400m, and that Mr. Nott was asking for an increase
in the cash limit of about this amount. He was trying to get
further explanation for the reasons for the over-run, and he
hoped to be able to resolve the issue without troubling the Prime
Minister further. But he thought the Prime Minister ought to be
aware of what was happening. The Prime Minister said she was

most unhappy to hear that, for the third year running, MOD were
heading for a substantial over-run; she hoped that the Arthur
Andersen report would lead to improvements in MOD's accounting
practices which would reduce the risk of over-spend in future
years.

(v) Public Expenditure Decisions in October

The Chancellor said that he had been thinking of getting
together a group of senior Ministers to try to persuade individual

spending Ministers of the need for cuts in their budgets. How-
ever, in the light of the Cabinet reshuffle, he had now concluded
that it would be better for Treasury Ministers to tackle them
themselves.

/ (vi) Cancun
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(vi) Cancun

No decision was taken on whether the Chancellor should
attend Cancun. The Chancellor said that he would try to persuade
Secretary Regan not to go. If Regan did not go, then he would

not either.

17 September 1981
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The Central Departments , . (. °

War— VYN\. M Yt ?
I have been thinking hard about the matters which Sir Derek Rayner an

I discussed with the Prime Minister on 7 September, at the meeting recorded ing .
your note of 8 September.

2. There are two logically separate issues, which now come together, They

are the future of the Civil Service Department; and the question of a Prime
Minister's Department. This minute deals with the first matter,

35 The Prime Minister has decided to proceed with Option 2B,

4, The first question is how to present this decision, less than a year after
the Government issued a White Paper confirming that 'the right course at the
present time is to strengthen and improve the existing organisation rather than
to change the machinery of Government', and that ''the Civil Service Department
is an essential instrument" for the purposes of '"the good management of central
administration and the achievement of a smaller and more efficient Civil Service!,

5. I think that the basis of the presentation would have to be on the following
lines. The Government continues to regard the good management of central
administration and the achievement of a smaller and more efficient Civil Service
as objectives of top priority, and as matters which should continue to be under
the direct responsibility and supervision of the Prime Minister. But experience

has increasingly shown the disadvantages of divorcing the management and control

of expenditure on manpower resources in central government from the manage-
o .

ment and control of the Government's expenditure as a whole, of which it con-

stitutes a significant part. Accordingly Ministerial responsibility for the control
of this part of public expenditure is to be consolidated in the Treasury, under the

Chief Secretary, who will add to his other functions Civil Service numbers,

administrative expenditure, and pay. The management and personnel manage«

ments of the CSD will be brought into the Cabinet Office; this new section of the
T ——

-_—

Cabinet Office, which will be headed by Mr J S Cassels under the general super=

(4 "——-—.__—,____L
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supporting Sir Derek Rayner. Sir Derek will continue to advise the Prime

/_,7Ministe:r and her colleagues on efficiency matters. This new section of the

7 Cabinet Office working in collaboration with the Treasury and other Departments,
will assist the Prime Minister amd-Gabinetin promoting the greater efficiency
and effectiveness of the Government service bydevetepmrentand-audit-wosk., The
Secretary of the Cabinet will undertake the duties, hitherto attached to the
Permanent Secretary, Civil Service Department, as Head of the Civil Service,

_~ of leading the continuous reform of the Government service and advising the
v

e
-~

Prime Minister on senior appointments and on honours. Consideration will be
lprlgiven to the best way of organising the central services, eg recruitment, for
Wer +which the Civil Service Department is at present responsible.

6. The next issue is the process for putting it into effect,

7. The Prime Minister said that she wanted the change made within six
months. Detailed planning will need to be undertaken by the Establishment
Officers of the Treasury, the CSD and the Cabinet Office, although the basis was
laid in the work which was done last year on a merger of the Treasury and the
CSD, which will probably prove very useful in this context. The decision will
need to be made public before the planning can be put in hand. If this is to be

got on with, we should think in terms of an announcement before the Prime
Minister leaves for Melbourne. Failing that, we should think in terms of an

\/a.nnouncement as soon as she returns.

——

8. Before an announcement can be made, the following moves have to be

made:

(1) RTA to talk to Sir Douglas Wass as agreed (in hand for
o Friday 11 September).
(2) The Prime Minister to talk to the Chancellor of the Exchequer
(early next week?).
(3) The Prime Minister to inform the Lord President (as soon
/as she has cleared her lines with the Chancellor).
(4) The Prime Minister to inform Sir Ian Bancroft, and he
Sir John Herbecq.
(5) The Chancellor to tell the Chief Secretary, and the Lord
/ President to tell Mr Hayhoe,

2
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(6) The Prime Minister to inform the Cabinet (can we get to
(Qeuu/}y( this point by 24 September?),

(7) The Prime Minigter to inform Mr Du Cann, Chairman of

/ the Select Committee on the Treasury and the Civil Service.
(8) The Council of Civil Service Unions to be informed,
(9) Public announcement, and office notices in the Treasury,
CSD and Cabinet Office,
ks The first few stages of this process may be able to be kept secret, Once

we get beyond that point, risks of a leak will multiply, and we should be ready to

move fast, If we cannot make an announcement before the Prime Minister leaves

' for Melbourne, we should go no further than stage (4) until she is back.

10.  During this phase - between now and an announcement - there are some
important issues to resolve:
(1) When is the change to take effect?
The Prime Minister talked of six months, I think that the change

should take effectin a Parliamentary Recess, The choice is

:-/between the Churi stmas Recess - for the sake of argument, 1l January -
A MM'J »JK  and the Ea_ajﬁLijf_ss - say, 15 April. I would guess that we could
MU", complete the detailed work in time for January if we had announced
a decision by 25 September; if it has to wait until after Melbourne
and the Party Conference, that would probably make it difficult to
make the change until April. From the Treasury's point of view,
I doubt whether there is much to choose: they might prefer to get
this year's public expenditure cycle completed before making the
change, and that would point to an April date. With an April date
the 1982 Civil Service pay negotiations would be at least started by
the CSD. A minor incidental advantage of the April date is that it
would be only a month or so before Sir John Herbecqg's natural

retirement date (28 May). But perhaps the most important con-

sideration is that, once an announcement has been made, the CSD
will be a lame duck; this argues for making the period between
announcement and giving effect as short as possible, for making the
change in the Christmas Recess, and for making the announcement
on 24 September.

3
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(2) What changes in the disposition of Ministers are entailed?

If the Treasury takes on manpower and pay, does the Chancellor need

another Minister of State, or can the present t_&am manage? ‘fw

Do we need a Minister of State, Cabinet Office, to supervise the day-
to-day business of the management work taken on by the Cabinet Office?
I doubt whether there is anything like a full-time job there; but the
Prime Minister will hardly want herself to take on all the smaller
business and the PQs. Perhaps one solution would be to make the
present Minister of State, Civil Service Department, into a Minister

of State, Treasury, but to make it clear that he would be available

to support the Prime Minister and answer questions on the management
work of the Cabinet Office.

(3) Should the Prime Minister continue to be Minister for the Civil Service?
I shall need to take legal advice on this, and on the formalities required
to give effect to the-c-:;;ge, as soon as I am free to do so; but in terms
of policy and presentation I think that the Prime Minister should continue
to be designated as Minister for the Civil Service.

(4) The position of Sir Ian Bancroft and Sir John Herbecq?

I should prefer to discuss this with the Prime Minister orally, It

suffices to say here that, if it was necessary, Sir Ian Bancroft could

be invited to continue to run either the bit of the CSD that goes to the

Treasury or the bit of it that goes to the Cabinet Office until his
retirement in December 1982. It would not be ideal, but it would be
manageable, and either Sir Douglas Wass or I would be absolutely
ready to make it work, if necessary.

(5) What should happen to the "Head of the Civil Service''?
The functions peculiar to that post - senior appointments and honours =~

v should come to the Secret ary of the Cabinet. I should myself be content

to see the title disappear: it has outlived the purposes for which it was
created, and is I believe now unnecessary, in a sense unreal, and
perhaps even deceptive, But, unless the Prime Minister is content to

leave it open, on the basis that the Secretary of the Cabinet will be asked
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""discharge the functions of the Head of the Civil Service'’, the Prime
Minister should seek other advice as well as mine, because others
would have a different view.

1. A note on the other issue - the matter of a "Prime Minister's Department'.

will follow after the weekend.

ROBERT ARMSTRONG

1l Septembexr 1981
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10 DOWNING STREET

From the Principal Private Secretary
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SIR ROBERT ARMSTRONG

THE CENTRAL DEPARTMENTS

The Prime Minister saw you and Sir Derek Rayner yesterday
evening to resume, on the basis of Sir Derek Rayner's minute.of
29 June 1981, her discussion with you both about the future of
the central departments.

She said that she felt that she did not have the same accsss
to advice or ability to inject her own views as did a Minister
in a department. This deficiency had most recently been exemplified
by the meeting she had held the previous week on the gas gathering
pipeline project when the issues had been put to her in a wholly
ill-prepared way and without all the information she needed to
have before being able to reach decisions. She thought that
these weaknesses in the organisational and procedural arrangements
for supporting her could be overcome by the establishment of a
Prime Minister's Department. Historically the organisation of
the central departments had been moving slowly in this direction
for some years, and she now wanted to take the process further.
This would probably require the amalgamation of the Cabinet Office,
the CPRS, the No 10 policy unit, part of the Civil Service Depart-
ment and Sir Derek Rayner's unit. A department developed by
bringing together these various elements should be well able to
act as the guardian of the Government's strategy, a role which
she saw as the primary function of a Prime Minister's Department.

The Prime Minister continued that this meant of the options
set out in paragraph three of Sir Derek Rayner's minute of 29 June
she had chosen 2B. This involved the abolition of the CSD and
the transfer of that department's present responsibilities for pay
and manpower to the Treasury, with its responsibilities for
efficiency going to the Cabinet Office. It would be important that
in building on the Cabinet Office to create a Prime Minister's
Department total staff numbers were not increased. Now that she
had taken the decision in principle to move in this direction
the next step was to draw up a plan of the measures that would be
needed to give effect to her decision. She would like the plan
implemented in six months' time.




-
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Sir Derek Rayner said that he agreed that the first of
the options he had listed in his minute - to keep the CSD as
it was but with changes in the top management - was not the right
course organisationally to give the Prime Minister the central
management controls she was secking. He believed that she could
get what she wanted by expanding the Cabinet Office a little
and adding to it those parts of the CSD which were concerned with
efficiency. He saw no difficulty about drawing up a plan of
action to give effect to her decision, although his advice was that
secondary questions such as the future of the Civil Service Catering
Organisation for which the CSD was now responsible should be
left on one side initially and dealt with later.

You said that apart from transferring to the Cabinet Office
responsibility for efficiency (which you envisaged placing under
Mr Cassels), most of the expansion of the Cabinet Office which the
Prime Minister sought would be on the economic side of the
secretariat. You thought that the secretariat could be strengthened
in this way largely by drawing upon the CPRS. Whether to draw
in the No 10 policy unit at the same time would need careful
examination. If these changes were made, you believed that it
would be possible so to improve our arrangements for handling
Ministerial business tha t t1he Prime Minister received the
service she was seeking. We should, however, need to consider
very carefully whether the new organisation was called the Prime
Minister's Department. To do so might give rise to suspicions
and resentments about what people thought were the Prime Minister's
intentions, and this could make it more difficult,not less, to
achieve the Prime Minister's objectives. You believed that she
could strengthen her support in the way she wished without
necessarily calling the expanded Cabinet Office the Prime Minister's
Department.

You added that the CSD's responsibilities to be transferred
to the Treasury would need to be brigaded with the public expenditure
side of that department. This development would fit in with
the plans which Sir Douglas Wass already had for adjusting
responsibilities at Second Permanent Secretary level.

You said that, in conjunction with Sir Derek Rayner, you would
now draw up and submit to the Prime Minister as quickly as possible
a plan to give effect to her decision to go for option 2B and to
strengthen the secretariat of the Cabinet Office. The first
step would be for you and Sir Derek Rayner to see Sir Douglas Wass.
Thereafter the Prime Minister would need to consult the Chancellor
of the Exchequer and, at a later point, the Lord President. There
were other factors which the plan would have to cover such as
the future of certain individuals and how to handle those of the
CSDs responsibilities which fell outside the pay, manpower and
efficiency fields.

The Prime Minister said that she would be grateful if you and
Sir Derek Rayner would proceed as you proposed.

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

8 September 1981 M
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Just about a year ago I settled back in a seat down there in the audience

to listen to the 1979 Stamp Memorial Lecture given by Professcr Dorothy
Wedderburn on her work with the Diamond Ccmmission on the Distribution of
Income and Wealth. It was a distinguished occasion - informative, stimulating

and scholarly, with that attention to statistical fact and inference which

Stamp himself would have admired.

Had I that evening been casting my mind forward to this year's Stamp Lecture
I might have imagined myself once again listening to it and enjoying it

but not for one moment would I have imagined myself in the much less relaxing
role of lecturer. For what have I to say that could possibly measure up to
the standards of the past? So when I received the invitation T should, on
any rational grounds, have said "No". But wholly unexpected honours induce

temporary euphoria. So I said "Yes" in haste and repented at leisure.

At leisure I wondered just what the powers that be had in mind when they agreed
to my name. Was I being asked as an ex-Chairman of the University Grants
Committee to speak on scme cwment issue in higher education? Perhaps so; but
for many in this audience listening to a discourse on such a subject would

be far too much like work and I think you deserve to be spared that. So,
rightly or wrongly, I chese to speak not on a subject drawn from my 25 years

in higher education, but on something drawn from my last 7 vears experimce in
Whitehall. I chose "Strength at the centre - the case for a Prime Minister's
Department" partly because it is an issue of some importance and interest and
partly because, in contrast to some other countries, here in the U.K. the
subject has excited comparatively little public interest or debate. In this
respect per haps the greatest contrast is with the United States where the
Presidential form of government means that the Head of Government has many
direct and legal responsibilities placed on his shoulders which in our system
are born by individual Cabinet Ministers. It is not surprising, therefore,
that the past 40 years should have seen study after study on the theme "what
help does the Presicdent need and how should it best be organised". The work
load on the President can only be described as awesome and the support system
almost equally so,for in the White House and the Executive Office of the

President we are talking of a cast of literally thousands all working to

support the President in his executive role; including men of great power as

Presidential aides able to transmit what they interpret as the President's

wishes to the departments and bureaux.




sut before I turn to the support system let me first speak about the role of

Prime Minister in Britain today. This has been well enough analysed by
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others. A Prime Minister has immense powers of patronage. The power beth

to form an administration and to decide when to end it. The power to appeint

PR

Ministers and the power to drop some of them in what is euphemistically called

a re-shuffle.

Parallel to these powers of appointment are the powers tc decide the machinery
of government - the organisation and reorganisation of ministries and
particularly the organisation of the business of Cebinet and Cabinet Committees.
As is now well known, the weekly meeting of Cabinet concentrates on foreign
affairs, forthcoming business in Parliament and major issues such as a public
expenditure review, The bulk of discussion and decision in all areas is
necessarily delegated to Cabinet Committees. The Prime Minister decides the
membership of those Committees and who should be Chairman of those Committees

not chaired by the Prime Minister.

As we all know, to be Chairman of any Committee can be a position of great
strength. The Prime Minister (or the Senior Minister appointed as Chairman

of the Cabinet Committee) determines the agenda and the distribution of papers.
R N

A Cabinet Minister can always decide that he would like to bring a matter before
his colleagues and if it involved legislation would always do so. But the

Prime Minister (or chairman) can always insist that he does so and ask for the
necessary papers to be circulated - perhaps after inter-departmental consultation.
Clearly it is important for the Chairman to have a good idea of all the issues
which are stirring in the area covered by the Committee and one task of a

support system is to constitute eyes and ears in this respect.

As well as deciding on the agenda and seeing that the necessary papers are
circulated, the Prime Minister (or chairman) controls the order of speakers,
decides if further work is called for and how it should best be undertaken,
and finally, sums up the "concensus" of the meeting on the basis of the
discussion. That 'summing up of the concensus'" is vital for it appears in the
minutes circulated next day throughout Whitehall and forms the operating

instructions for implementation of the decisions.

In addition to the formal business of Cabinet and Cabinet Committees there is

a large volume of inter-ministerial correspcndence on important issues, the

great bulk of which is seen by the Prime Minister, who can intervene with a




query, express an opinion or pull the matter more closely into the

No. 10 orbit by calling in the Minister for a talk, setting up a Working

Group or whatever. The system of Cabinet, Cabinet Committee and inter-

ministerial correspondence manc that there are few issues being argued between
Ministers of which the Prime Minister is not au courant and on which
therefore the Staff at No. 10 and the Cabinet Office may be asked to give

advice.

The power of a Prime Minister to intervene in any field at any time is clear
enough (and Prime Ministerial intervention is a significant force indeed).

The more interesting question is why they should feel the need to do so? There
are a number of reasons and taken together they seem to me both to explain

the increase in the role of the Head of Government in most industrial

democracies and to suggest that this increase will continue inexorably.

The. first and perhaps the most powerful reason for Prime Ministerial "inter-
vention can be expressed in the form "The Centre is the guardian of the
strategy and the Prime Minister is the mainstay of the centre." In opposition
Shadow Cabinets can spend a considerable amount of time working out their
strategy for putting the country to rights when they get back to power. Each
member of the Shadow Cabinet has a Department he is shadowing but since he

is not actually in charge its precblems do not pre-occupy his mind.

Inevitably things are different when the Shadow Cabinet becomes the real
Cabinet and each member moves into his Department, for the basis of the
Departmental system is that each "fights its own corner". The regional
departments (Scotland, Wales, Northern Ireland) fight for the interests

of their areas. Defence, Industry, Transport, Education, Health, etec. do

the same. Their job is to fight for their own.programmes, their own public
expenditure, their own share of the legislative timetable. Inevitably they
come to see the world and any proposed action in terms of the possible effect
on their particular interests and objectives. So much so that after a year °
or two's experience at the centre one can predict with a high degree of

certainty each Department's arguments and views on any topic on the agenda.

It is also a well observed fact that the longer Ministers have held a
particuiar portfolio the more likely they are to see the country's problems
increasingly through the eyves of their Department and less in terms of the

strategy of the Government as a whole. Of course this is never universally
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true, but it would be strange if it were not usually so, given the very long
hours they spend immersed in the detail of their Department's affairs and
the continual batterings they get on those affairs in the media, in Parliament

and from the ever more professionally organised pressure groups.

But the sum of spending Departmentd interests can be a long way from adding
up to a coherent strategy and no one is more aware of this than a Prime
Minister. A Prime Minister knows only too well that the Government will be
judged at the next election more on its overall performance than on its
success or failure in particular departmental areas. Prime Ministers know
too that time is not on their side. In the 35 years since the end of

World War II we have had 9 different Prime Ministers - an average period in
office of around 4 years each. The longest anyone has achieved was Sir
Harold Wilson with 8 years and that was split into two separate periods. So
a Prime Minister has to think in terms of a 4 year time horizon in which the
Government strategy has to be seen to be working sufficiently well to achieve
re-election. Hence the importance of sufficient "strength at the centre" to
hold the balance in any decision between the reguirements of the strategy

and the crosspulls of the interests of the different spending departments.

It is, of course, not just the Prime Minister who has the task of trying to
maintain this balance. The 'centre' is the 'troika' of the Prime Minister,
the Chancellor of the Exchequer and his Ministerial team and the Foreign
Secretary and his team. The cohesian of this troika is crucial yet even these
three elements do not always pull naturally in quite the same direction, for
the Treasury and the F.C.0. too have their Departmental pre-occupations.

The Treasury is liable to approach every decision concerned mainly with the
effect on the balance of the domestic econcmy and the F.C.0. pre-occupied
mainly with the effects on our relations with other countries. The troika
may, at any time, have the support of certain spending ministers who continue
to put adherence to the strategy over departmental considerations. But in

general terms the troika is the centre and the centre has to hold.

It was Richard Crossman who said that "perhaps the biggest task of a Prime

Minister is to stop the fragmentation of the Cabinet into a mere collection
of Departmental Heads." It is this task of preserving the balance betwecn

strategy and departmental interests which provides the first, crucial reascn
for the width of involvement of a Prime Minister across the business of

Government.




The second reason for widespread Prime Ministerial concern and involvement

is less basic but is a powerful influence nenetheless. It is the tendency

of the media and the public to hold the Government responsible for virtually any
problem that arises in both the public and the private sectors and to identify
the Government's reaction to the problem with the persona of the Prime Minister.
Internationally as well as domestically Governments are expected to have a

view, a policy, a programme of action for virtually everything. The policies
have to be both positive and 'caring'. Statements along the lines of

"there's little we can do about it" or "yes, it is unfortunate and unfair but

a2 lot of life consists of rather rough justice" are not popular.

This wide public expectation of the role of government is allied to the
increased personalisation of Government which I believe stems mainly from
Television. The Tolevision camera peering oh so closely at every flickering
emotion across a pcliticién% face gives the public the belief that they

know him as a person, can judge his character and how he will act. In a
Presidential system the powers of the Head of Government are so immense that
this approach to voting may have more merit. It is obviously less so in a
Prime Ministerial system and more weight is indeed given by the public to the
persona of Cabinet Ministers. But at bottom the media and the publie think
and talk of Mrs. Thatcher's government or Mr. Callaghan's. They lay the
ultimate responsibility for virtually every act or omission by the Government
at the door of the Prime Minister who must expect to be attacked on any of
them and be ready to answer in any interview. Small wonder then that a Prime
Minister should feel the need to try to keep an eye on everything and be
tempted into fire-fighting intervention on issues which look like causing

political difficulties.

The first two reasons for very wide Prime Ministerial involvement are then
(1) the need for the centre to keep the balance on every decision between

departmental objectives and strategic objectives and (2) the need to be ready to

answer to'the media for virtually every government action. The third reascon,
L,

and in recent years it has become one of ever increasing weight, is the
growth in personal ccntact between Heads of Government, to such an extent
that we expect to read daily in our newspapers of personal visits by one

Head of Government to another.

These contacts take place at formal "summits" in a variety of differcnt fora




(EEC, Commonwealth, major O.E.C.D. countries, ete.) by bilateral visits,

and through unpublicised messages and telephone conversations. To take the
EEC: we are all very much aware that the founding fathers greatly under-
estimated the part that would be played in the operation of the Community by
the various Councils of Ministers (Agriculture, Energy, Finance, etc.). We
are all aware too that very major issugs, such as the U.K. contribution to

the EEC RBudget have to be hammered out by Heads of Government personally often
through a complex package of measures involving many Departments of State.
Preparation for these summit meetings, be they bilatesral or multi-lateral,

has therefore to be over a wide canvas. For even if there is a previously
agreed agenda this 'is usually wide enough in all conscience. But there may
well ke non-agenda items which we on our side would like to raise if the occasion
is ripe and we have to be prepared for anything the other side may raise.
These issues may be political, military, economic or social. They may be
raised in general terms or in ccnsiderable detail, particularly in bilateral
discussions. A Head of Government cannot always have the relevant Cabinet
Minister by his side nor leave it to him to do all the talking. The Head of
Government must know the facts and have views on the objectives, the strategy
and the tactics across a very wide range of issues in their international context.
The importance of this preparation and briefing hardly needs stressing for if
Heads of Government come to an understanding, even an informal ocne, that is

bound to have a major influence on policy.

No matter what his priorities, in today's world it is just not oPen.to a Head
of Government to devote himself very largely to his country's domestic
problems. In a country like Britain the Prime Minister is involved every

week and sometimes every day in international visits and contacts, and the
freguency seems continually to rise. This international involvement provides
the third powerful force which is moulding the role of Head of Government

towards a wider and more ‘interventionist role.

So far in this lecture I have been concerned with the role of a Prime Minister

and with the forces which, as I see it, are moulding and expanding that role

in most major Parliamentary democracies. That role and those forces constitute
the case for what I have called "strength at the centre". The centre clearly
cannot leave all industry issues to the Department of Industry, agriculture

to the Ministry of Agriculture, etc. There must be some degrece of parallel
competence in the expenditure divisions of the Treasury and in the Foreign
Office. But what of the Prime Minister? What kind of support system does

'a Prime Minister need and has this system developed adequately in parallel




with the degree and width of Prime Ministerial involvement?

Well, there has been little development inside the cramped confines of

No. 10 Downing Street. Television has made the entrance to No. 1O the most
famous front door in the country - a sharp contrast from before the First
World War when Margot Asguith complained that no taxi driver could £ind 1t.
No. 10 is a surprise in meny respects, particularly to overseas visitors used
to the much grander locking offices of other Heads of Government. The
narrowness of the street, the absence of armed guards at the door, the closeness
of the public to the arriving visitors. The small terraced house facing
Downing Street conceals of course the much bigger house joined on behind which
lcoks cut on Horse Guards. But in administrative terms the impression from
Downing Street is the correct one. The Prime Minister's staff at No. IO
remains as it always has been, very small indeed. If we want tec look for
changes in the support sggtem it is through the door at the back of No. 1C
into the Cabinet Office that we need to look. {

Here there has indeed been organisationally almost continuous change. The
creation of a Eurcpean Unit to co-ordinate Whitehall's approaches to Brussels;
the creation and then dissolution of a Constitution Unit to handle devolution
to Scotland and Wales; the creation of a Central Policy Review Staff and then
later the creation of an Advisory Council for Applied Reseaxch and Development
serviced by the CPRS and the incorporation cf the Cabinet Office Scientific
Unit into the CPRS; the accommodation of individuals with specific remits

like Lord Ryder and Sir Derek Rayner, and so on.
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I realise that it is difficult for an outsider to see how the shape of the

Cabinet Office may be changing for its constituent parts must seem SO amorphous
For what has the large Central Statistical Office in common with the small
C.P.R.S.; the assessment staff with the European Unit, the Secretariat with
the Civil Contingencies Unit, etc.? And how far are each of these units a
support system for the Prime Minister rather than for the Cabinet generally?
Perhaps this very difficulty of identification is part of the explanation of
the lack of public discussion in the United %ingdom of this support system

question.

Other countries have equally been in a state of flux cver the organisation

of their support system for Prime Minister and Cabinet, but usually with

more public discussion. In the years in which I was Head of the Central
Policy Review Staff there was a stream of visitors from other capitals looking

at how we in the CPRS did things.




They asked very pertinent quastions, tceco. In what sense were we non-
political? Conld we really move immediately from being very close to

the Prime Minister of one administration to a Head of Government from another

political party? Did the Departments starve us of the vital facts?

Did we have a rough time if we disagreed openly with a Senior Cabinect Ministex?
How far did we work on the things we were told to look at, or did we initiate
work for ourselves? How much work was strategic and leng term, and how

much short term and tactical? How much of our product went to the Prime
Minister perconally and how much to Ministers collectively? How much of what

we did was made public? etc.

All goed questions, asked against a different political and administrative
background in each capital. It was clear that many of our arrangements

were just not transplantable to the other place and vice versa. Each country
was working out a slightly different solution. In particular no two places
brigaded the same functi;ns into the equivalent of our No. 10 and Cabinet

Office.

But one general impression remained, which was that none of the countries

with a Prime Ministerial system gets to anything like the size of the White House
and the Executive Office of the President: but several countries which one might
reasonably compare with the United Kingdom have settled for a Prime Minister's
Départment and Cabinet Office complex which runs towards the 500 staff mark.
In the United Kingdom our numbers are boosted by the inclusicn of the Central
Statistical Office but this apart almost every visitor to the CPRS I entertained

commented on the small numbers we employed.

The Australian Prime Minister's Department and Cabinet Office is interesting as

an example of a country where there has bheen a number of re-organisations

and considerable public debate and where the publication of an annual report

gives a fairly up to date picture of size and functions. The size is around

450 staff, organised in divisions, which cover Parliamentary affairs, External
Relatiens, Trade and Industry, Resource and Development, Welfare, Prime Minister's
correspondence and a Priorities Branch with a function somewhat akin to the

CPRS. For the record the annual report has them servicing in the year 470
meetings, processing 1,424 papers and submissions and 3,046 decisions. The

United Kingdom is certainly not less complex in this respect than Australia,

The task of a Prime Minister's Department and Cabinet Office needs perhaps sone
analysis for at first sight there is an ambiguity as to whether its task is

to serve the Prime Minister or the Cabinet as a whole. There is indeed such




a! ambiguity for the same officials may be performing one function in the

morning and anothexr in the afternocon.

The first function is +he traditicnal and fairly straightforward one of

providing a secretariat for the cabinet committee system. Preparing

the forward programme of meetings and agendas, ensuring that the right papers

are circulated, sexrvicing the meetings, following up the decisions. To say that
this secretariat function is traditional and fairly straightforward in no way
implies that it is unimportant or youtine. Quite the reverse. The best laid
forward programmes are swiftly overtaken by new domestic and international events.
very quick footwork is necessary o see that the papers and meetings keep up.

The very functioning of government depends on this staff work being well
organised and the operational orders which emexge from the meetings being

prompt and clear. In this respect the British Cabinet Office is quite superb.
MNor is the work undemanding. The load is a shifting one depending on intexr=
national and domestic events. " A series of international meetings which

require parallel action in whitehall can put a heavy secretarial load on
particular secticns of the cabinet Office. on the domestic front ccntinual
inter-ministerial meetings on, say, the details of incomes policy can work another

cection almost into the greound.

The second function is to provide neutral (i.e. non gepartmental) chairmen

and secretaries of jnterdepartmental committees and working groups of officials.
Departments look for a neutral chairman because the very disparate nature of
their interests means that they are reluctant to trust one of the other spending
departments in the powerful position of chairman. In principle any one of the
central departments might perform +he functicn but as time goes by the task

seems to fall more and more to the Cabinet Office.

Providing neutral chairmanship for an interdepartmental committee of officials
can be, as I know only too well, & frustrating task. The object is to obtain
for Ministers an agreed report with clear conclusions and recommendations

all in as brief a compass as possible. Each departmental representative on the
committee is fighting not only for the interests of his pepartment put for the
inclusion in the text of particular points or reservations which seem important

where he comes fvon if to no one else around the table. The result is often

a reasonably short report with an unreascnabla number of appendices to SWeep

up the departmental points.

This function of supporting the work of the Cabinet Committee System by providing
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a good secretariat and neutral chairmanship of official committces is
important and non-controversial. In the past there have been some who
believed that this was basically all that was needed. It was argued in
Australia that if Ministers were well chosen and departments well organised
(including the Treasury and the Foreign Office playing their role at the
centre) then the role of a Cabinet Office should be almost entirely
secretarial and co-ordination and a Prime Minister needed little in the way

of a parallel advice system.

I doubt if this picture ever really held true - at least not for many years.
Prime Ministers have long expected advice from their Permanent Secretary -
the Secretary to the Cabinet - and the briefs for the chairman of any Cabinet
Committee have long contained analyses and advice on the issues raised on the
agenda. But whatever happened in years gone by the position today is clear
enough. For the reasons which I have outlined in this lecture the role of
Head of Government has, necessarily become increasingly activist and
interventionist over a wide spectrum. For very gocod reasons, which I have
also described, the Centre cannot just accept the analysis of the spending
departments. The need for a parallel capacity to meonitor, analyse and advise
has always been present and has grown stronger. But where in the centre

should it be?

Traditionally it is located in the Ministry of Finance (the Treasury) with
something much slimmer in the Foreign Office. Why does there need to be
anything additional in the Prime Minister's office? Partly because, as I have
said, the Treasury and the Foreign Office aliLhough part of the centre look at
things from their own special points of view; the Treasury tends to be pre-
occupied with the effects on the balance of the domestic economy - particularly

with the short-term effects on public expenditure.

No. Prime Ministers need and expect an advice system of their own; to help

in the work of Cabinet and Cabinet committees, in their reaction to issues
raised in Ministerial correspondence, in their relations with other Heads of
Government - Not least because of the time factor. Briefs for Cabinet
Committees, reactions to Ministerial correspondence etc. often have to be
prepared at considerable speed. It would be a very great handicap indeed if
the back-up for all this was situated in another central department. Meore

freoquent contacts between Heads of Government has increased the extent to which
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the offices of the Prime Ministers in the different capitals are necessarily
in frequent telephone contact. Indeed there is now the standing group of
personal representatives .of the Heads of Government who help prepare the way
for the next summit (Hence the term Sherpas). Here in the U.K. cur Sherpod
is the Secretary to the Cabinet. All this reinforces the need for a

parallel advice system in No. 10 and the Cabinet Office.

There is, of course, good advice and bad. As John MacIntosh said, a Prime
Minister certainly gets plenty to read and the guestion is which advice to
accept and which to reject? Or as Machiavelli put it "Good advice depends
on the shrewdness of the Prince who seeks it and not the shrewdness of the

Prince on good advice".

Nevertheless, if advice is tp be proferred at a point as sensitive and influential
2s a Prime Minister or to a Cabinet Committee then that advice needs to be
based on knowledge and study of reasonable depth and that takes time and

people.

Certainly I found that in the Central Policy Review staff. our work consisted
of a mixture of short-term tactical issues on today's problems and today's
agenda, and longer term studies which could take many months to complete.

Those long term studies were the capital on which we lived. Several months
work on a subject, seeing people up and down the country and perhaps overseas,
meant that you knew the problems in some depth, knew what you thought about the
issues and, almost equally important, got to know people you could contact for
a guick update. Then when problems in that area come before Ministers again
some time later at fairly short notice one can second guess the sponsor

department from a basis of some strength.

As I have already said, here in Britain the Cabinet Office has adapted
continuously and fluidly to the changing circumstances and the changing need

of Ministers (the EEC Unit, the Devolution Unit, the switch from a Science Unit

to a Council on Applied Research and Development). ° The Central Policy Review

Staff is a good example of this flexibility and pragmatism. Its work load
has shifted continuously between work for the Prime Minister personally and
work for Ministers collectively, and the balance between areas of work has
moved with the interests of different administrations. In the early and mid

1970s it was deeply involved in the macro balance of the economy, in public
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expenditure issues and above all in the details of incomes policy. That

last preoccupation cbviously declined sharply after the 1979 election.

A heavy deployment of resources on social policy issues and rclations with
developing countries shifts to industrial issues and so on. By the end of the
1970s the CERS had been involved at some time or another in virtually the whole
spectrum of Government policy. Shifting partly with its own appr?ciation of
what was likely to become important in the period ahead and partly with the

changing concerns and interests of the Prime Minister and Cabinet.

The staff of No. 10 and the Cabinet Office works long hours to try to meet the
needs of the Prime Minister and the Cabinet collectivley. In my view it

copes remarkably well with its mixture of roles, and it copes well too with the
shifts in the work load from one area to another. It achieves this in part by
hard work, partly because it is a hand-picked group cf very high fliers and
partly by great flexibility and team effort, which is all the more remarkable

in that it is a revolving team all on secondment for a couple of years or so.

It really is a team effort from the front door of No.lO round through the
Cabinet Office with no false pride of authorship and everyone prepared to help
the man struggling to prepare a brief on a Cabinet Committee item at very
short notice. T have no doubt that it is a good service. The question I
ask is: is it good enough? Do we put into it the resources it deserves given

the trends in the role of Prime Minister and the importance of advice at such

a potentially powerful point?

T have little doubt that if Prime Ministers past or present were asked if

they were satisfied with the service they received the answer would be '"yes".
Partly because it is a good service, and partly because if the answer were "no" the
first supplementary would be "Well, why didn't you do more about it?" Prime
Ministers may indeed be satisfied with the service they have received but

working for years, as I have, on the servants' side of the green baize door

gives one a different perspective.

My thesis is a simple one. In today's world the support system for the Head
of Government is a subject of increasing importance. Our competitors have,
by and large, faced this issue and come to some structured solutions which

have put rather more resources into the area than we have been prepared to do.
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We have preferred to keep a very small staff at No. 10 and rely on incremental

|
changes in the Cabinet Office and on the flexibility of those who work there.

If there were to be a more public discussion my own argument would not be for
massive change. Britain is a Prime Ministerial democracy, not a Presidential
form of government. I would not envisage a Prime Minister taking more day

to day involvement even in those departments to which they are nominally
connected - Treasury and Civil Service Department, The Prime Ministerial
load is already too heavy to take on yet more detailed responsibilitiés.

What in my view is at issue is whether a Prime Minister should have a support
system with time to work on problems in scme depth across the width of

government activities.

At present the advice is given and very presentably too, but the depth is

inevitably patchy.

An across the board support system for a Prime Minister of adeguate depth

scems a simple encugh issue and one where the expense involved is tiny in
relation to the issues involved. A simple question but it raises many

issues. Would these extra staff just be added to the Cabinet Office
secretariat and work both for the Prime Minister and Cabinet or would they

work for the Prime Minister alone? would they all be drawn from the public
service or from outside? would they be political or non-political appointments?
etec., I am also aware that though the cost of such an improved support staff
would be tiny in relation to the issues invelved, any suggestion for increased
numbers is anathema at present and no Prime Minister could increase staff while

everyone else was being expected to cut back.

But this is a long term question which, if I am right, will not go away but

get sharper with the developing role of Heads of Government. It is also a
question which is better discussed in opposition than in Government, for in
Government time is always pre#sing, a Prime Minister's support system raises
delicate issues of the balance of power between Prime Minister and members of
the Cabinet and there are enough difficulties which have to be faced so why

disturb something which is working as well as is the Cabinet Office.




SO N s

" .ay be considered when in opposition, but even then the issue of a

Prime Minister's Department is a sensitive one for a number of prospective
members of the Cabinet could well fight shy of strengthening the hand of a
future Prime Minister. This sounds a gloomy note on which to end a lecture,
and some of you may be thinking that I should indeed have done what the POWErs
that be intended, and spoken some positive thoughts on issues in higher

education.

So I will end on a more positive note. The Central Policy Review Staff was a
significant change in the system at the centre and that was conceived by the
Consexvative Party in opposition. Of one thing I am sure: we do need
strength at the centre if as a nation we are to find a way out of our troubles.
The role of aPrime Minister at the Centre has increased, is still increasing
and will not be diminished. We will be foolish if we do not face up to that

fact and structure our arrangements adequately.
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MR, WHITHMORE

/ A
!
I have arranged for Ray Whitnéyffﬁ/;;;;

and see the Prime Minister on Tuesday

1 September (the only day he will be

in London in September) at 12 noon.

He wishes to discuss the preseatation of
Government policies but also mentioned in
his latest letter that he has written a
paper on the reconstruction 07 the Cabineét

Office.

3 August 1981




‘ Ref: A05361

&
MR, WHIT M(}{E %

-

Thank you for your minute of M.IlJuly attaching
a copy of a letter from Mr., Ray Whitney to the Prime
Minister about the presentation of Government policies.

2, As 1 think you know, Mr. Whitney was at one
time in the former Information Research Department
at the Foreign Office.

p I should like to be present when the Prime
Minister sees Mr. Whitney in September, and I will of
course prepare a brief for that occasion. One of the
difficulties will be, of course, that we shall not be able

to tell Mr. Whitney what we are in fact doing,

Robert Armstrong
3lst July, 1981




10 DOWNING STREET

THE PRIME MINISTER 30 July 1981

Dear Ray,
Thank you for your letter of 22 July 1981 about the
presentation of Government policies. I was also interested to

see the current version of the paper in which you develop your
ideas for reconstructing the Cabinet Office.

I should be very glad to have a word with you about your
proposals, and I suggest that we do this after the summer

holidays. My office will be in touch with you to arrange a
time.

Sgd

Ray Whitney, Esq., O.B.E., M.P,




10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG

I attach a copy of a letter from Mr, Ray Whitney to the
Prime Minister about the presentation of Government policies.

As you will see, he has in mind the establishment of a small
organisation which would operate rather along the lines of the old
IRD at the Foreign and Commonwealth Office. He suggests that such
a body should be located in a Cabinet Office expanded in the way
he has been arguing for for some time now. Mr. Whitney has taken
the opportunity to let the Prime Minister have the latest version
of his paper on this wider proposition.

The Prime Minister has agreed to see Mr. Whitney in September

in order to discuss his letter and paper. May I take it that you
would like to be present?

29 July 1981




RAY WHITNEY, O.B.E., M.P. P’ Mot
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HOUSE OF COMMONS
LONDON SWIA OAA
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ke 422nd July 1981

A
7
JP M.P

The Rt. Hon. Mrs. Margaret atcher,

10, Downing Street, -
Whitehall,
London SW1.
MM
!

We have spoken on various occasions over the past
three years about the presentation of Government policies
- that hoary old chestnut of Party Conferences and Conservative
Associations.

I continue to believe that there remains an urgent need
to stimulate the less orthodox technigues of presenting
Government policies at home and overseas, generally along
lines which were practised in earlier years by the former
Information Research Department of the Foreign Office.
(The need is to utilise some of the methods developed by
IRD over thirty years: not to re-create a whole new Department.)

It is, of course, a very difficult area which the great
majority of civil servants and, I fear, Ministers will
alwavs be reluctant to enter. For them it is terra incognita
and, not surprisingly, the great majority will much prefer to
rely exclusively on the safe and established paths of the
Government Information Service and/or the Ministerial briefing
(attributable or unattributable). I believe that, because
of this, we continue to miss many important tricks, which is
particularly regrettable when the need for an additional arm to
our information effort is even greater than it was before, given,
for example, the way issues such as unilateral disarmament,
street violence and Northern Ireland are developing.

I recognise the many demands on your time but I should
greatly welcome the opportunity to speak with vou again
about this matter, which is not one which lends itself easily
to presentation on paper.

.... The organisation




The Rt. Hon. Mrs. Margaret Thatcher, M.P.,
22nd July 1981

... On paper.

The organisation needed to carry out the sort of work
I have in mind would be very small and could, I believe, be
fitted neatly into the Cabinet Office. It would sit
particularly happily within the concept of a reconstructed
Cabinet Office which, as you know, I have been exploring
since our discussion of this proposal last December.

I am therefore taking this opportunity to enclose a
copy of the current version of the paper giving expression
to these ideas, which reflects discussions I have had with a
variety of past and present Ministers and senior officials.
In these exchanges I have been struck by the high level of
consensus that exists, in principle, that this is the
direction in which the Whitehall machinery ought to be moved.
There are differences of detail but the basic difference is
over the timescale. The natural inclination of the mandarins
is to continue to let the organisation evolve over a period
of vears. In my opinion, we need changes in a matter of
months and I believe worthwhile improvements could be
achieved in that time without any damaging upheaval.

a~ral




. CAN WHITEHALL'S MACHINERY BE IMPROVED? A POSSIBLE FRAMEWORK

"Of one thing I am sure: we do need strength at the
centre if as a nation we are to find a way out of our
troubles." - Sir Kenneth Berrill's Stamp Memorial lecture
on 4th December 1980 in which he argued for the creation
of a Prime Minister's Department. Evidence has been
mounting for years that the Cabinet as a collective and

the office of Prime Minister need better service and support.

Fissiparous Departmental pressures damage Cabinet cohesion
and central strategy. And it is, in general, the central’
strategy for which the elctorate voted.

Most (all?) countries have a stronger mechanism at the
centre than exists in London, including those with very

similar constitutional arrangements. Berrill suggests

that several comparable governments have about 500 peopie
m

engaged in this work but the difficulty in making such

comparisons is to ensure that the discussion focuses on

the same target, viz. the civil servant (or adviser) who

is an initiator and thinker and in British terms I would

define this at the level of Principal and above. Such a

definition, for example, would embrace only about 140 of

the ﬂiz.civil servants listed on the staff of the Australian

Prime Minister's Department. I believe that the improvements

needed in Whitehall's central mechanism could be achieved

by about 200 good quality people and that some 190 existing

posts can be identified in present establishments which

could be absorbed in the reorganisation I propose. We may

therefore be talking only of an increase of about a dozen
_—

at the centre and it seems likely that compensating savings

for even this number could be found in the policy Departments.

(For further details on staffing, see paragraph 4 below and

Annex. )




I suggest that the way forward should be the development
and strengthening of the Cabinet Office rather than the

creation of a new Prime Minister's Department. The

Restructured Cabinet Office (RCO henceforth) would include

the present Cabinet Secretariat, the CPRS and the policy-making
e -_—

element of the CSD. It might also include one or two from

the No.10 Policy Unit although Prime Ministers will always

e i
need some personal advisers.

—

——

The RCO could operate in teams covering the functions
—_—
set out below. I also offer suggestions on the staffing

complement of each team, whilst recognising that - from an
i ————

outsider - these must be highly tentative.

a) Overseas Affairs (60 Principals and above?)

International relations generally, EEC matters, Defence,
Aid, Intelligence co-ordination, Assessments Staff (see
Annex, paragraph 2a), international organisations and

conferences,

Home Affairs (20 staff?)
Home Office, Scotland, Wales, Northern Ireland, Civil

contingencies.

Economic Policy

Treasury, Trade, Industry, Employment.

Social Affairs

Health, Social Services, Education, Environment.

Resources and Transport
Energy, Agriculture, Transport, Technoloagy.

Manpower Policy and Control (157)

From the present CSD. The remainder of CSD's necessary
functions to be brigaded with the Civil Service Commissioners.




Parliamentary (52)

The legislative programme, Parliamentary committees
and questions, liaison with the Leaders and Whips of
both Houses.

Planning (452))
Continuous monitoring of the priorities to be given

to governmental activities. Spotting new areas where
government action may be needed and the financial
consequences thereof. This team would embrace the
present CPRS. It would recommend to the Cabinet and,
when approved, organise any special studies which seem
necessary. It would set up task forces with appropriate
help from Government Departments and outside experts.

Information (52)

The presentation of Government policy ~ in conjunction
with the designated Minister, the Chief Press Secretary
and the COI.

Secretariat ' (30?)

Servicing of the Cabinet and Cabinet Committees.

Programming and co-ordination of Cabinet business.
Preparation of six-month forecast programme of Cabinet
submissionswith a minimum ten-day rule for the circulation
of Cabinet papers (apart from emergencies). Monitoring

of any follow-up programme for matters required to come
back to Cabinet or its Committees.

This list does not include components of the present
Cabinet Office such as the Central Statistical Office or
other elements whose existence has not been published. They
would have to be fitted in somewhere. Some of the ten
divisions listed in paragraph 4 would inevitably be large
(for example, Overseas Affairs) but others could probably do

a good job with a handful of capable people. They would be




well versed in their speciality but have a broad view which
would prevent them being enmeshed in the daily detail which
takes up so much Departmental energy and stultifies thought.
It would be essential that the head of each team, whether a
career civil servant or not, should be fully attuned to the
objectives of the Prime Minister and Cabinet.

The teams would be a mixture of civil servants and
political appointees or specialists on, say, three year
contracts (from universities, research institutes, local
government high-fliers, etc.). Most of the civil servants
would, after a probationary period, be part of the permanent
cadre of the RCO. They would have had a minimum of five
years (perhaps ten?) in another Department before joining.
Senior RCO civil servants would be eligible for consideration
for Permanent and Deputy Secretary appointments in other
Departments as they arose. Members would normally stay with
one team for at least three years - there are still too many
generalists in Whitehall.

Working under the authority of the Prime Minister and
the Cabinet Secretary, (but see paragraph 9), the teams
would seek the maximum degree of inter-Departmental
consultation on the matters coming forward for consideration
by the Cabinet or its Ministerial or Official Committees.
They would weed out issues which need not appear on the
agenda but ensure that all matters requiring review and
co-ordination were properly looked at, taking account of the
Parliamentary timetable, tactical political considerations, etc.

The RCO teams would have to practise what the Secretary
of the Australian Prime Minister's Department, Sir Geoffrey Yeend,

has described as "the art of co-ordination ... knowing when

to support, to encourage and endorse; when to probe; when

to inject an alternative thought, press a contrary point

or advocate an alternative policy; how to win consideration

for your view without submerging or destroying the views of others."




Whilst recognising that in the long term, governments must
depend on the standing and efficiency of the policy Departments,
the teams would have a duty to push for options to be
examined and to propose alternative courses of action. They
should not be afraid of offering second opinions. Where
they took a different view from the lead Department, they
would advise that Department well in advance of the relevant
meeting. All the options would be considered by the Cabinet
or the Committee and the objective would be to reduce the
sort of Departmental horse-trading which can lead to poorly
considered policies slipping through - "Give me a free run
today and I will do the same for you next time".

Ministerial Responsibilities

Careful thought would need to be given to Ministerial
relationshins with the RCO. There are at least two dangers:
the Prime Minister must certainly be spared the routine
responsibilities of "running a Department" and she (he) must
not become - nor be made to appear - "Minister for Everything".
Indeed the aim of these proposals is to improve the
effectiveness of the Cabinet as a whole and I am confident
that both traps can be avoided. The possible need for a
redeployment of Ministerial responsibilities in relation to
the RCO is a subject for a subsequent stage of the debate.

Conclusion

This plan is offered in outline only and is written
from "the outside". Many other questions would have to be
settled and the validity of these proposals would have to
be tested on those with current inside knowledge. Whitehall
always resists change and it seems likely that a major part
of the resistance will be based on the theme of "we do most
of this already". But is there no area where we can make
improvements and have, for example, better co-ordination,
more foresight, better briefing of Ministers before decisions

are taken or more rigorous follow-up procedures?

Ray Whitney
February 1981




ANNEX

STAFFING TSSUES

It is proposed (paragravh 3 of main paper) that the
RCO might be composed of the present Cabinet Secretariat and
CPRS (i.e. the Cabinet Office less the Central Statistical
Office which is brigaded with it) and the policy-making
elements of the CSD. On the basis of such figures as T
have been able to obtain, this could involve 188 posts at
the level of Principal and above.

Details of this calculation are as follows:

Cabinet Office

Total Cabinet
Office: 65

Less CSO: ' 13

Posts available :
for RCO: 25 852

(I am assuming that the Assessments Staff are included in
these figures and I have therefore taken account of their
function in the team proposals made in paragranh 4 of the main
paper. If they are not - and in other capitals the Assessments
Staff role is kept apart from the RCO-type mechanism - the
numbers problem becomes correspondingly easier.)

b) Civil Service Department
I have taken the Manpower and Organisation Divisions

as the "policy-making element" of the CSD ‘and they comprise the

following posts:




In addition these Divisions employ 30 officers in the
Scientific, Technical, Research and Engineering grades at
the equivalent of Principal and above, thus giving a total
available (?) establishment of 136.

The Australian Department of the Prime Minister and

Cabinet has the following complement:

4th Division 3rd Division 2nd Division lst Division
181 227 33 i

The different structure and nomenclature of the

Australian civil service makes for some difficulty in any.

comparison with Whitehall. The 4th Division comprises
junior grades and less than half of those shown in the

3rd Division would be doing the sort of work expected of a
Whitehall Administrative Principal. In terms of initiators
and thinkers, therefore, the establishment of Canberra's

Prime Minister's Department is about 140 pecple.




PERSONAL AND CONFIDENTIAL

cc Mr Wright

Mr WHITMORE

FUTURE OF THE CSD

This is to acknowledge your minute of yesterday to
Sir Derek Rayner, who will see it on his return from business
and leave on 10 August.

i The minute will not be copied. The papers will be
sealed during my own absence on leave and left in Mr Beesley's
keeping (233 5029).

3. I shall begin the staff work for which Sir Derek .Rayner
asked after his meeting with the Prime Minister on 15 July

(ie on the design of the new "unit" or expanded Cabinet Office)
but do not expect to be able to complete it before going on
leave on 21 or 22 July.

4. It would help me to know how you see the timing of the
possible changes to which you refer.

/:‘

¢ PRIESTLEY
17 July 1981




10 DOWNING STREET

From the Principal Private Secretary

PERSONAL AND CONFIDENTIAL

SIR DEREK RAYNER

FUTURE OF THE CSD

I have recorded separately in my minute of 15 July
1981 to Sir Ian Bancroft that part of the Prime Minister's
meeting with you and Mr Cassels yesterday which was related
directly to Mr Cassels's appointment to the new Second
Permanent Secretary post in your unit.

During the course of the meeting the Prime Ministier
also touched upon matters which affected the question of
the future of the CSD. She said that she had in mind the
possibility of expanding your unit by incorporating in it
those parts of the CSD which were concerned with efficiency
and then combining the enlarged unit with the Cabinet Office.
This might form the basis of a future Prime Minister's
Department. As part of the first step in this process the
CSD's responsibility for manpower would have to be transferred
to the Treasury. 1If the Cabinet Office was enlarged by adding
to it an expanded version of your unit, the Prime Minister
would not have time to supervise it on a day to day basis
and might well need the assistance of a Minister of State.

The Prime Minister's remarks are of course very relevant
to your minute of 29 June about the future of the CSD and
we shall be returning to this subject at the meeting which
has been arranged for Monday 7 September. I know that I need
not stress the sensitive nature of what the Prime Minister
said but even so I should be grateful if great care could be
taken with the handling of this minute.

I am sending a copy of it only to Sir Robert Armstrong.

AN -

16 July 1981




10 DOWNING STREET

From the Private Secretary
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PERSONAL AND CONFIDENTIAL Pt Moo b
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FUTURE OF CSD AND THE HEADSHIP OF THE CIVIL SERVICE wwets .Auq
Uan
by Sir Robert Armstrong and I have consulted each other e
about your requests for advice on the future of the Civil
Service Department and the functions and selection of the
next Head of the Civil Service (HCS). Our thinking is set
out in the attached note. If you agree, this covering
minute will provide a basis for discussion.

FUTURE OF CSD

Le CSD has functions of controlling expenditure on;
developing and auditing the effectiveness of; and providing
services for the civil service. We think that there are

two options for their future organisation.

3. In brief, these:

(1) Keep CSD as it is, but with the right people

in the two Permanent Secretary seats (if
indeed two are needed) and in the Deputy
Secretary (Management) seat.

Abolish CSD ard either:

A. Put CSD control and "efficiency" functions
including the appointment of top people)
in the Treasury, to form with the other
expenditure divisions a sort of "Office
of Management and Budget".

Divide CSD functions, putting control in
the Treasury, but "efficiency" (including
top people) in the Cabinet Office so as to
provide a separate strong central impetus
for your policy to develop and audit the
effectiveness of the civil service.




PERSONAL AND CONFIDENTIAL

4. In each of options 2A and 2B, the "service" functions
of CSD (eg recruitment and™ training) would form a new and
separate "public services agency".

o0 Our reasoning is that CSD suffers from two defects,
one of institutional form and the other of personnel:

(1) At bottom, CSD's work is that of Treasury
control. Divorce from the Treasury may
Tave been right and was probably inevitable
after Fulton, but in the longer run it was
an institutional error which will have to
be repaired sooner or later. For various
reasons, some political and personal, some
institutional, CSD has not latterly carried
political or offical clout. This has left
its mark. CSD has no record of substantial
success of a kind which departments respect.
This is unfair to a degree as CSD has done
and continues to do some excellent work but
as a whole the department lackscredibility
and conviction. Eofh

—

(2) The existing key senior officials are not
right for the job.

6. The personnel defect could certainly be corrected
fairly readily. We discuss how in option 1, namely keeping
the title "HCS" but revitalising the office, partly by re-
defining it but mainly by putting the right person at the top
and giving him the right support.

7. We think that the institutional defect could be at
least mitigated by having the right people in CSD and the
right policies for the centre. But it will always be there.
Our view is therefore that CSD's control functions should go




PERSONAL AND CONFIDENTIAL

back into the Treasury, to form an "Office of Management and
Budget" coveri?l_—_'galMublic expenditure. This would report
T0 the Chief Secretary and would be headed at official level
by a Permanent Secretary of considerable quality (option 24).
Service functions would go into a "public services agency"
in both options 2A and 2B.

e -

8. We do not elaborate on option 2A in detail because

we assume that the considerations whigﬁ‘decided you against
the Treasury/CSD merger in January may still apply. Instead
we consider an alternative way of repairing the institutional
defect. .

Is In option 2B, we envisage that CSD's expenditure control
functions (manpower and pay) would also go to the Treasury.

All the rest, including CSD's "efficiency functfsaﬁ-%ogether
with my unit, forming a "management development and audit"
group, wourd go to the Secretary of ihe Cabinet. He would

report directly to you on HCS matters but possibly in respect
of "management development and audit" business through a
Minister of State.

THE HEADSHIP OF THE CIVIL SERVICE

104 The present functions of the Head of the Civil Service
(HCS) are listed in Annex A to the attached note. Whatever
you decide to do abou t the_ggp (see below), someone has to
discharge these functions. Someone should also have the job
of quality assurance to do that is described in paras. 8 and 9
and Annex B of the attached note; that should go wherever
the "development" function of CSD goes. It is possible to
imagine separating the "top people" function of the HCS from
the management and qualify assurance parts (the "development"
aspects) of the CSD's functions but on any of the options

the quality assurance function would fall to the person who
takes on the existing functiomsof the HCS.




PERSONAL AND CONFIDENTIAL

11. We think that the functions of the HCS ought always

to attach to a particular official position (Permanent
Secretary, CSD; mmeasury; or
conceivably the Head of "OMB"; or the Secretary of the
Cabinet) rather than allowing them to float around Whitehall.
Our reasons agalnSt "iloatlng' are that WHOEver advises you
on such matters as machinery of government and senior appoint-
ments should be able to do so without the slightest risk or

suspicion that his judgment may be affected by the business
or interests of his own departiment. R

18 Sir Robert Armstrong doubts whether it is necessary
or desirable to retain the title of "Head of the Civil
Service", but I understand that view would not be shared

by Sir Ian Bancroft or Sir Douglas Wass. I myself favour
keeping the title as marking clearly where responsibility
lies for advising on quality assurance and on Senior appoint-
ments.

13.  We list possible candidates for the succession in
Annex C to the attached note.
——

ADVICE

14. Our comments on the question whether or not to keep
the CSD are as follows:

(1) Option 1 (keep CSD) is the easiest. It
involves no institutional change. CSD
could certainly be made to work better
with the right people at the top. But it
maintains what we firmly believe to be a
damaging flaw in the machinery of government.

(2) Option 2A (the"Office of Management and Budget"
solution) we regard as the best from all points
of view. It gets expenditure control right
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but it involves institutional disturbance and
extra work for Treasury Ministers.

Option 2B (part to Treasury, part to Cabinet
Office) also gets expenditure control right.
I't revitalises the "management development/
audit" parts of CSD by putting them into a
well-tried part of the government machine,

the Cabinet Office, a department which has
consideféﬁiélinfluence because of its wide
coverage of Whitehall business and the close-
ness of its official head to you. But'it is
also a radical departure for the Cabinet Office
and for you. It might attract some suspicion
and hostility because of that.

Our own order of preference would be

First, "Office of Management and Budget" in the
Treasury, option 2A; HCS to be either Permanent
Secretary of the Treasury or the official head of
HOD‘BH .

Second, the Cabinet Office cum Treasury solution,
option 2B; HCS to be Secretary of the Cabinet.

Third, keep CSD with the right personnel at the top,
option 1; HCS to be (as now) Permanent Secretary of
C

2?June 981

Encs: Note plus Annexes
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PRIME MINISTER

FUTURE OF CSD AND THE HEADSHIP OF THE CIVIL SERVICE

INTRODUCTION

1 The title "Head of the Civil Service" (HCS) is mislead-
ing. Its holder is head only of one department, formerly the
Treasury, now the CSD. He has no executive authority outside
his own department and is not even the most highly paid of
officials, being on a salary par with the heads of the
Treasury and the Diplomatic Service and the Secretary of

the Cabinet. As Permanent Secretary of CSD, Sir Ian Bancroft
is responsible for a net expenditure of &£6m, which is very
modest in Whitehall terms.

2l The office of HCS has in the past been most powerful
when a combination of events, Ministerial policies for admin-
istrative change or reform and tough officials gave it a

vigorous motive force. The prime examples of this are the
early years of Sir Warren Fisher, who was head of the Treasury
for nearly 20 years (1919-39) and of Sir William Armstrong
(1968-74).

3. Since Sir William Armstrong's interest in CSD business
faded in 1971-73, the underlying philosophy of CSD and its
official heads has been generally quietist, pragmatic and
cautious. To a degree, this is quite understandable; weak
political leadership does not inspire adventurousness among
officials. On one view of things as they are now, it should
be sufficient to ensure that CSD's two Permanent Secretaries,
¥ho both retire in 1982 (Sir John Herbecq in May and Sir Tan
Bancroft in December), and the Deputy Secretary (Management),
are replaced by officials with appropriate experience and
determination. (I am however far from certain that CSD
needs a Second Permanent Secretary as well as a full Permanent
Secretary.) On another view, it could be argued that the




PERSONAL AND CONFIDENTIAL

separation of control functions between the Treasury and CSD
has so undermined the capacity of the HCS that no effective
change can be achieved without repairing it.

4, We believe that there are two possible courses of
action.

OPTION 1: LEAVE CSD AS IT IS

D' We describe in Annex A what official CSD is meant tb
do and why it is regarded as unsuccessful.

6. In brief, what CSD does is a mixture of three things:

(1) Tt controls some expenditure, notably staff

Jumbers_apg—pay.

(2) It develops and audits the effectiveness of
administration, including personnel (especially
top people).

It provides certain services, including recruit-
ment, training, computers and some odds and ends
which have to go somewhere.

Te The jobs of the "Head of the Civil Service" are also
outlined in Annex A. They are all things that have to be
done somewhere. But they do not on their own constitute
anything like a full-time job. And they are likely to be
done most effectively by someone who operates from the power
base of a central department and who is in regular contact
with and the confidence of the Prime Minister. Bl

8. Compared with what might be, I believe that the way
in which the "headship" of the HCS is at present practised
appears very diminished. The title implies that the office-
holder should, and I certainly think that he must, provide
professional leadership for the heads of the civil service;
promote excellence and pride in administration; and use to
good effect a sensible mixture of sticks and carrots. At the

2
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moment, it is mostly carrots.

9. The contrast with existing arrangements can be most
clearly seen against a checklist of things needed to run
the civil service (or any individual department with it)

or indeed that the top man in any organisation should be
responsible for. These are best expressed first, as general
questions and, secondly, as particular tasks, eg

General questions

"Have I got the right people in the right places?
What am I doing about this for next year and for
5 years on?"

Particular tasks

Take personal responsibility for the scrutiny and
management review programmes; for other centrally-
run or organised audits of departmental effectiveness,
eg staff inspection; and for promoting departmental
audits at the initiative of individual Permanent
Secretaries.

104 These general questions and particular tasks are set
out in more detail in Annex B.

195 In such tasks, a good HCS based in CSD should be
assisted by my unit, which should pass from my control to
his personal control at the end of my assignment.

1% There are two possible views about the sort of official
needed to undertake the revitalised HCS post. First, it might
be seen as the task of a very senior official, experienced in
the Permanent Secretary grade amd with responsibility for sub-
stantial departmental staffs and other resources - that is,
someone whom other Permanent Secretaries would willingly
consult as the doyen of their corps and who knew from doing
it what management was all about. Sir Frank Cooper is the
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obvious candidate. I would hope that keeping him on beyond
retiring date for this purpose (he goes in December 1989)
would not be ruled out, Sir Brian Cubbon is another
possibllitly, a more natural one than Sir Frank Cooper in
that he has 7 years to go before retirement. I attach as
Annex C a note on other existing Permanent Secretary
candidates.

13. However, I do not attach an over-riding importance to
age, seniority and grade experience. Sir Warren Fisher

became HCS at the age of 39. No-one would argue that he

lacked the vision, determination and personality essential

to success. I would strongly suggest as an alternative the
appointment of a younger officer, not necessarily yet a
Permanent Secretary, with the drive and determination needed.
He should be prepared to be tough when necessary, but still

be seen as the colleague and counsellor of Permanent Secretaries.
To be credible, he would have to have a substantial track
record of successful management. He should delegate mich of
the work which at present appears to occupy CSD Permanent
Secretaries and devote himself to those things which call

for leadership and block-busting. Depending on how the

Second Secretary in my office performs, one obvious p0351b111ty
is that he should succeed first Sir John Herbecq (May 1982) and
eventually become Head of the Civil Service in succession to
Sir Ian Bancroft (December 1982) or to whoever follows him.

14, If you did decide to leave CSD as it is, it would be
essential in my judgment to:

(1) provide the Lord President and Minister of
State at an early date with Permanent Secretaries
and a Deputy Secretary (Management) in whom they
had confidence;

review the lower level staffing of CSD critically
and work up a manning policy which would increase
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the confidence of other departments over a
period of time; and

stop CSD fiddling with details which can and
should be left to departmental management to
deal with on their own responsibility.

OPTION 2: ABOLISH THE CSD

15. It remains my conviction that CSD is an offshoot of

the Treasury; that the effectiveness of central control over
expenditure and of "efficiency" policies has been damaged by
the separation of CSD from the Treasury; and that this damage
will never be wholly repaired without a merger. I continue to
meet the 111 effects of separation in such matters as training
for financial management. There are two possible routes to
follow: A, the Treasury route and B, the Treasury/Cabinet
Office route. e

Option 2A: The Treasury route

16. Concentrating in Treasury Ministers' hands control

over civil service expenditure and the means of influencing

the quality of civil service operations and personnel is the
most robust solution. I would therefore prefer to see CSD
control and development functions - manpower, pay, super-
annuation, conditions of service and "efficiency" (including
top appointments) - pass to the Treasury and be brigaded with
control over the (mostly) very much largerblocks of expenditure
on policy programmes.

7 In machinery of government terms, you would in effect
be establishing within the Treasury, under the control of the
Chief Secretary, an "Office of Management and Budget". I
think that it would need to be headed by a very good full
Permanent Secretary. Logic suggests that the "HCS" function,
along with my unit, should pass to the Treasury: either to
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the Permanent Secretary of the Treasury, or conceivably to
the official Head of the proposed "OMB", although that would
make for awkwardness between him and the Permanent Secretary,
who would in a technical sense be his superior.

18. What should be done with the CSD's service functions,
the rest of persomnel, training, computers, etc? The alter-
natives are:

(1) Combine them in a new "public services agency",
embracing the Civil Service Commission, Civil
Service College, Central Computer and Tele-
communications Agency and the miscellaneous
central and other services for which CSD is
responsible (eg medical advisory service and
government hospitality). This could be headed
up by an official. But if we revived the idea
of bringing the Property Services Agency into
such an organisation, we should need, I think,
to envisage that it was headed by a Minister
of State.

NB: This "public services agency" would also
be part of the arrangements to be made
under Option 2B.

Combine some functions in a "public services
agency" as in (1), but disperse other to
departments perhaps more capable of dealing
with them, notably computers to the Ministry
of Defence* and catering to the Property
Services Agency.**

I think that the CCTA is wrongly sited in the present CSD.
The Ministry of Defence is the main repositoryof knowledge
and skill on computers in government. "I believe that the
CCTA should go there and be run as a service to other
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195 One important incidental effect of abolishing a depart-
ment is that the office of its Permanent Secretary is abolished
too. This would mean that Sir Ian Bancroft could retire early.
If you wished to retain his services until December 1982, you
might invite him to work up the plan for putting your decision
into effect and to be the first head of the agency described
in (1) above.

20. I have not described Option 24 in any detail, as I am
assuming - perhaps mistakenly - that a large degree of CSD/

Treasury merger is not in consideration for the moment.

Option 2B: The Treasury/Cabinet Office route

eliy This option would transfer CSD's

(1) control functions to the Treasury;

(2) management development functions to the
Cabinet Office; and

(3) service functions to a "public services
agency" (as in Option 24).

departments. One great advantage of this is that the CCTA
would be more readily staffed by people who know some thing
about computers. The location of the CCTA is not crucial,
but I do think that atpresent the CCTA consumes some of
the time of senior CSD people - not expert in the subect
matter - and that this gets in the way of things they
should be doing instead.

The Civil Service Catering Organisation (CISCO) could go
o) fﬁE‘PTGﬁE?Ti1§€TTIE€§E§§§ﬁ§“T“"TETE‘is not a point on
which I feel s ronglg. CISCO Kaa a chief executive of

e

its own; he shoul allowed to get on with his job.
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2ee Option 2B would concentrate the expenditure control
function in the Treasury but assume that the associated
functions of developing and auditing the civil service might
be carried out by Treasury Ministers only with difficulty owing
to problems of workload and would benefit from the stronger
impetus provided by the separate power base of the Cabinet
Office. As Minister for the Civil Service you would re-
allocate your functions, "control" to the Chancellor (as
before) but "menagement development and audit" to an official
in day-to-day contact with you in a way that the HCS is not
and has not been for some years.

235 The main components of the "management development
and audit" group would be:

(1) Management development and audit

The "Rayner unit" on transfer from your office;
scrutiny and Government-wide review programmes;
"lasting reforms".

Staff inspection; central management services,
including machinery of government, management
development and operational research.

Personnel management and development

Recruitment policy, including the Civil Service
Commission, if not put into the "public services
agency".

Training policy, including the Civil Service
College, if not put into the "public services
agency".

Personnel management, including top appointments,
succession policy and the management of staff
groups.
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24, It would be for consideration whether you wanted to
introduce a Minister of State into the Cabinet Office to take
day-to-day political responsibility for this work. There are
precedents for this. I suspect that a junior Minister might
find it hard to carve out enough Ministerial work to do but
the job could provide good background and training in prepar-
ation for promotion later.

25. The Secretary of the Cabinet would assume personal
responsibility both for the existing HCS functions and for
the new functions outlined in paragraph 9 above. The title
"Head of the Civil Service" need not necessarily be kept,
although I think that it has value, not least in relation

to your own title as Minister of the Civil Service. He would
need to be assisted by a Second Secretary to head up the
ex-CSD work. This official would need to be vigorous and
determined. He should have the sort of track record in
departmental menagement which would make his advice and
observations respectable and authoritative. He would need
to work closely with the Treasury and to spend a large part
of his time in and learning from departments at all levels,
something that the current top echelons of CSD have not been
good at.

26. I would see the Second Secretary now to be appointed
as head of my unit, if successful, moving on to occupy the
"CSD" Second Secretary seat in the Cabinet Office. Indeed,
I suggest that it should be established that the head of my
unit should become the head of the "CSD", whether the exist-
ing CSD as in Option 1 or the "management development and
audit group" in Option 2B. As an immediate consequence of
this, I suggest that Sir John Herbecq should not be replaced
on his retirement next May unless by the head of my unit.

S Option 2B has some imperfections:

(1) Although concentrating expenditure control in
the Treasury, it would retain something of the
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existing separation of functions between the
Treasury and CSD. This would require continued
bridging.

The expanded Cabinet Office, although responsible
to you, would to a degree be servicing and depend-
ent on the Treasury.

As in Option 2A, Treasury Ministers would have
to take on the burden of negotiating with the
civil service trade unions on pay and conditions.

The Cabinet Office would also have to negotiate
with the unions, although on somewhat less con-
tentious matters, eg on aspects of personnel
management and training. The Treasury would
be seen to be getting the dirtier end of the
stick than the Cabinet Office but the latter
could not do even its relatively easy task
without co-ordination and consultation with

the Treasury.

Option 2B has the advantage of reducing the
number of top Home civil servants from 3 to 2.
But it would be Seen as increasing your own
power in relation to that of your colleagues
and the power of the Secretary of the Cabinet,
the official who stands closest to you, in
relation to that of his colleagues.

Derek Rayner
29 June 1981

Encs: Annexes A - C




ANNEX A: WHAT CSD DOES

15 As Permanent Secretary of CSD, Sir Ian Bancroft is
responsible for the "Central Management of the Civil Service".
This is less a coherent policy than a mixture of control,
development and service functions. It accounts for a net
expenditure by CSD of £37m on:

(1) Expenditure control and "efficiency": manpower,
pay, superanmuation and conditions of service:
inspection and consultancy services on manpower
use, management and organisation, including
"machinery of government".

Personnel management: recruitment, training
and personnel policies and operations, including
the Civil Service Commission and College.

Miscellaneous central services: including medical
advisory service, welfare and payroll.

Miscellaneous other services: these are things
which have to be looked after somewhere, including
the Government Hospitality Fund.

o The Second Secretary, Sir John Herbecq, helps across
the whole field, but has a personal responsibility for admin-
istrative computers, now provided to departments on repayment
terms, and catering (net expenditure, £8.9m).

L8 More details are given in appendix 1.

4, As "Head of the Civil Service", Sir Ian Bancroft has
an assortment of things to advise you on and, as necessary,
your colleagues:

- Public and personal appointments by Ministers

= Access by former Ministers to their papers




Contacts with Opposition parties on "transitional"
arrangements

The organisation or "machinery" of government,
ranging from border skirmishes between depart-
ments to major questions of structure

Appointments to Permanent and Deputy Secretary
posts

Acceptance of business appointments by former
officials and officers of HM Forces

Security, conduct and discipline in the civil
service

- Honours

g Queen's Award to Industry.

De These are all jobs which have to be done somewhere.

More details are given in Appendix 2. But they are not all
jobs that the reasonable man would imagine that a "head of

profession" was spending his time on.

6. The staff who work in the main'policy" areas in para.l.
(1) and (R) above are a mixed bag. They include people with
field experience and possibly also professional qualifications;
such people generally go up to the level of Principal; most
Principals and senior staff are classic Whitehall administrators,
some serving on secondment from other departments, some home-
grown CSD. Some of the staff are very good indeed. But
generally the CSD is regarded by other departments as not
having much knowledge of practical management and as being
needlessly interventionist and theoretical in its approach.

One very experienced Permanent Secretary, whose judgment I
respect, has both very little time for CSD and great difficulty
in persuading good staff to serve a term there, as compared to
going to the Treasury or the Cabinet Office.




ANNEX A, Appendix 1

PRESENT FUNCTIONS OF THE HEAD OF THE CIVIL SERVICE

b The Permanent Secretary of the CSD has two responsibilities,
one reasonably precise (running most of his own department) and
one reasonably broad (being "Head of the Civil Service).

2 The first responsibility consists in an overall responsi-
bility to the Lord President of the Council for a comparatively
small department ( staff) and is a direct peronal resonsi-
bility as Accounting Officer for net expenditure on the follow-
ing functions, described in Supply Estimates as "Central
Management of the Civil Service":

&£m
(1) CSD, Salaries and expenses of 1,279 staff 1643

(2) Central Civil Service Recruitment,
salaries and expenses of CS Commission, 6.1
352 staff

(3) Central Civil Service Traininﬁ, salaries
and expenses of CS College, 296 staff

(4) Other Central Services for Civil Service
management, including medical, welfare
_and payroil services

(5) Other Services, including Government
Hospitality Fund, Office of the
Parliamentary Counsel, etc.

3. As Permanent Secretary of CSD, and to some degree also

as Head of the Civil Service (HSC), Sir Ian Bancroft is assisted
by a Second Permanent Secretary, Sir John Herbecq (who is due to
retire in May 1982). Sir John is directly responsible as
Accounting Officer for net expenditures on the following "agency"
functions:

£n

(1) Central Comguter and Telecommnications
Agency (716 staff and some capital 8.9%
expendi ture)

Civil Service Caterin§ Services (77 staff
in CISCO, 1,694 staff in directly .001#4
managed restaurants) '




Expenditure of £197.6m on the purchase, hire and main-
tenance of computers, associated equipment and software
for administrative purposes is recouped from departments
on repayment terms. The £8.%m shown above includes £0.9m
for computer services for Parliament, supplied on allied

service terms.

Gross expenditure of £1.11m on the Catering Organisation
and directly managed restaurants is recovered by charging

departments.
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"HEAD OF CIVIL SERVICE" FUNCTIONS

1. Questions of procedure for
Ministers Remarks

(a) Departmental Permanent Secretar- | (a) US i/c Public Appointments Unit
ies to consult HCS about pro- advises HCS direct. (Usuall¥
gosed public appointments in informal discussion between the

heir departments. PAU and Departments before the
formal approach to the HCS. Head
(b) Departmental Permanent Secretar- of PAU occasionally deals with
ies to consult HCS when their CSD Second Secretary in those
Ministers wish to make personal circumstances. )
appointments in their depari-
ments. to decide whether PAU at present reports to US
to consult PM. Management & Organisation;
’ : headed by Principal; US (MrCharkhem)
¢) Departmental Permanent Secretar- makes a large personal contribut-
ies to inform HCS and Secretary ion, having accumulated 6 years !
of the Cabinet of any approaches kmowledge of people and procedures.
or assisti- - .

by former Ministers
ance by departmental staff in - HCS advised by Personnel Manage-
checking references and verify- ment 5. (1 Princigal, 2 HEOs,

ing facts in papers from their 1 EO; AS Mr Davie

time in office.
HCS advised by Machinery of
Government Division?

Matters affecting Parliament
and the Machinery of Government

Departmental Permanent Secretar-| (2) - (c) HCS advised by Machinery
ires to consult HCS on re%ﬁests of Government Divislon (AS:

for confidential talks wi Mr Osmotherly; 3 Ps; 1 HEO;
officials where these appear to 2 EOs; 1 Typist), which reports
relate to transitional arrange- to US Management & Organisation
ments between the existing (Mr Charkham) but often deals

1nistration and a possible directly with HCS.
successor.

HCS himself, by convention,
available to Leaders of Opposi-
tion parties for consultation on

transitional arrangements and
the structure of governmen
esired.

(c) HCS advises PM on machinery of
government matters,




Senior Appointments

HSC advises PM on Permanent
Secretary and Deputy Secretar
appointments, iIn which he 18
- assisted b§ a panel of senior
e

Permanent Secretaries (Senior
Appointments Selection Committee)

HCS will discuss his recommend-
ation to the PM beforehand with
the a{propriate senior depart-
mental Minister.

HCS is consulted about appoint-
ments to PEQO or PFO pQﬁ%E at US
and DS levels; - in turn con-
sults Treasury on PFO appoint-
ments.

Remarks

(a) - (c) Deputy Secretar§ Personnel
r -

Management (Mr Frase The PM
Group (Mainly PM1) provides some
support for %he HCS, in the form
of "data appreciation". (PM1

an AS Division (Mr Tobias),
reports to Mr Tuck, who is a
Civil Service Commissioner and
Director of CSSB; Mr Tuck sEends
roughly 30% of his time on Pli1
work aS a whole.)

Acceptance of outside business
appointments.

HCS and Minister must consider
cases_concerning Permanent and
Second Permanent Secretaries
(and officers of HM Forces of
equivalent rank). Non-commercial
aﬁpointments may be approved b¥
them. All other cases are Bu
to the PM for reference to the
Advisory Committee on Business
Appointments.

Same apglies to departmental

heads other than Permanent
Secretaries, save that the
case may be decided by the
Minister.

Same apglies to officers of
Depu ecretary level, save
that the case may be decided by
the Minister where his Permanent
Secretary and HCS are agreed.

(a) = (c) Deputy Secretary PM

Fraser). Support work is
grovided by PM5 Davie), as
(b) above.




Security, conduct, discipline

HCS is responsible for the PVing
of Permanent Secretaries and
subsequent quinaquennial reviews.

PM and Principal Private Secre-
tary look on HCS as a "wise old
bird" who might be consulted on
general conduct matters.

"Leak" inquiries.

Remarks

(a)

Presumably arranged in concert
with Secretary of the Cabinet?

(b) - (¢) HCS assisted by his
rivate secretary (Principal),
eputy Secretary PM (Mr Fraser)

and PM5 (which has 1P, 1 HEO,
1 EO and 1 CO on "Security and
Emergencies" work).

Honours

HCS chairs Main Committee; puts
final list to PM, with explana-
tory covering report; then
answers PM's questions..

HCS appoints chairmen of Honours
Sub-Commi ttees.

Honours work heavy for 4 - 6
weeks each year.

HCS chairs Committee for
Gallantry Awards: makes few
demands on his time.

(a) - (d) HCS assisted by Ceremonial
Branch. (This consists of AS
(retired US, Mr Sharp); 1 SEO;
1 HEO; 2 EOs; 1 Personal
Secretar¥ and 7 clerical and
typing staff).

Queen's Award to Industry

Nothing known.




ANNEY B: GENERAL QUESTIONS AND PARTICULAR TASKS FOR A
REVITALISED HEAD OF THE CIVIL SERVICE

General questions

"Have I got the right people in the right places? What am I
doing about this for next year and for 5 years on?"

"Is my organisation successful at its job?"

"What does it cost to do its various jobs? Is it cost-
effective? Does it have to do everything to which it now
addresses itself? Are its ways of doing its various jobs
sensible and economical? Am I at least keeping pace with
technological change?"

"Am I satisfied with my systems for planning, allotting and
using money and people? With the structure of my organisation"

"Do my staff enjoy working in my organisation? Do they stay?
What are their working conditions 1like?"

"Is the organisation better at some things than others? If
so, why?"

"What lessons should I learn from complaints by my own staff;
members of the public; the Public Accounts Committee; the
Parliamentary Commissioner for Administration; and MPs?"

Particular tasks

Whether the HCS is kept or not, someone has to concentrate on
those things which require a Government-wide treatment,
especially but not only persomnel, eg policy for succession
to the top management jobs, and on a newly clarified assign-
ment, namely promoting good quality administration. I would
envisage that the HCS approached this new task, not in an
inquisitorial or vengeful spirit, but aiming to profit by the




experience and advice of the Permanent Secretaries, who are
at present a greatly neglected resource. The HCS should
devotehis time to the issues which call for leadership

and block-busting, agreeing an anmual plan of work with you
for the purpose. He should:

Carry into effect such "lasting reforms" as

lie wholly in the power of the central Ministers
and help Cabinet and individual Ministers give
effect to the others. The main emphasis here
shouldbeon succession policy, training for
resource management and creating the conditions
in which staff could take a pride in their
profession.

Lead and assist developments in cost-consciousness,
and more important in cost-responsiveness, taking
the lead at official level in the anmal scrutiny
of departmental running costs.

Take personal responsibility for the scrutiny
and management review programme; for other
centrally-run or organised andits of departmental
effectiveness eg staff inspection; and for pro-
moting departimental audits at the initiative
Permanent Secretaries.,

Undertake any special studies or assignments on
behalf of Cabinet as a whole.




POSSIBLE CANDIDATES FOR HEADSHIP OF THE CIVIL SERVICE AMONG PRESENT
PERMANENT SECRETARIES

YEARS TO
NAME AGE NOW SERVE CAREER SUMMARY

CSD 1970-7 Permanent Secre-—

Sir F Cooper 58 1% Defence degartments, 1946-70;
tary, NI0, 1973-76, MOD 1976-

Mr P J Harrop DOE departments, 1949-73,

including 2 years as Regional
Director, Yorks. and Humberside;
Treasury, 1973-76; Deputy Sec-
retary, DoE 1977-79, Cabinet
Office 19?9-80; Second Secre-

@& _ tary, DOE, 1981. (Intended to
succeed Permanent Secretarg DOE,
who retires in February 19857)

Sir Robert Armstrong : Treasury, 1950-64; Cabinet
: = Office, 1964-66; Treasur{ 1967-.
68; Principal PS to PM, 1970-75;
Deputy and Permanent Secretary,

Homeﬁgffice, 1975-79; Secretary

of the Cabinet, 1979-

Sir Kenneth Stowe DHSS departments, 1951-73, in-
: - cluding secondment to UN Secre-
tariat, New York; Cabinet Office
1973-75; Principal PS to PM,
1975-79; Dﬁ¥uty and Permanent
Secretary, NIO, 1979-81, DHSS,

. . 1981~

Si ian Cubb "~ Home Office, 1951-61; Cabinet
et ' Office, 1961-63, 197175
Permanent Secretarg NIO, 1976~
. 79, Home Office, 1979

Sir Brian Hayes MAFF, since 1956




10 DOWNING STREET

From the Private Secretary

SIR DEREK RAYNER

The Prime Minister was grateful for your
minute of 26 June asking if you could submit
the report enclosed with it to the Treasury
and Civil Service Select Committee. The Prime
Minister is content for you to do so.

I am sending copies of this minute for
information to John Wiggins (HM Treasury),
Jim Buckley (Lord President's Office) and
David Heyhoe (Chancellor of the Duchy of
Lancaster's Office).

. W. E. S. RIGKETT

29 June 1981




PRIME MINISTER

TREASURY AND CIVIL SERM COMMITTEE

As you mentioned in your letter to Mr Richard Shepherd MP
of 15 June, I have been asked to let the Committee have an
up-dated report. And I have been asked to give evidence to
Dr Bray's sub-committee on value for money i civil service.
That will be on 15 July. By then the sub-committee will have
seen the Cogptroller and Auditor General, Lord Croham, the
Head of the Government Accountancy Service and Sir Ian Bancroft.

—

2 I should be grateful for your consent to my submlttlng
the enclosed report.

3. Where necessary it cross-refers to the White Paper on
Efficiency in the Civil Service which is due to be published
on 1 July; if there was any substantial delay in publishing
the White Paper, I would amend my report accordingly as I
would deem it courteous to send it to the Committee at least
a week before I give evidence. As you foreshadowed in your
letter to Mr Shepherd, the progress report deals fairly fully
with the question of "lasting reforms" (paragraphs 30 - 35),
but I have omitted a reference to the annuality rule at the
Chancellor's request.

4, I am checking a few references inthe text or the annexed
list of scrutinies with the departments concerned.

) I should mention that I em speaking to the Parliamentary
Press Gallery luncheon club on 8 July, when some of the matters
covered by my report are bound 1o be raised.

6. This is copied for information to the Chancellor of the
Exchequer, the Lord President of the Council and the Chancellor

of the Diéig/of Lancaster.




DRAFT OF 25 JUNE 1981

NOTE ON PROGRESS WITH RAYNER EXERCISES

e This is intended to update my Note of 8 July 1980.
Where necessary, I cross-refer to the Government's recent

White Paper on Efficiency in the Civil Service (Cmnd )i

1979 "RAYNER PROJECTS": PROGRESS TOWARDS IMPLEMENTATION

2y O0f the 29 "Rayner projects" undertaken in 1979
Ministers' decisions are outstanding in respect of two

(Department of Energy: Organisation of R&D in New Energy

Technologies; Civil Service Department: Charging for

Courses at the Cvil Service College). These are expected
very shortly. Both were the subject of substantial follow-

up work.

3. On the rest, some implementation has already occurred
and will be completed this year and next in most cases.
Ministers have generally accepted their examining officers'
recommendations in full or subject to slight adjustment.

The main exception to this is in respect of the DHSS study

of Arrangements for Paying Social Security Benefits. Here
policy considerations other than efficiency led to the reject-
ion of certain recommendations with savings foregone as a
consequence of £35-40 million a year.

4, The expected savings from projects on which decisions

have been taken amount to £67 million per annum and £28
million once-for-all. (THQ-BHSS project on benefit gg}ments
accounts for £35 million of the annual savings, to be achieved
over the period to 1987/88.) The number of posts likely to be

saved by 1984 amountsto some 1, 500,

il




1980 SCRUTINY PROGRAMIUE

58 All 39 scrutinies undertaken in 1980 have been
completed and reports submitted to Ministers. As with
the 1979 projects, I have been impressed with the very
high quality and enthusiasm of most eXamining officers.
Importantly also Ministers and senior officials have
involved themselves either in the course of the scrutiny

or in follow-up.

oA These 39 scrutinies have identified potential savingé

of about £125 million per annum and 9,500 posts. Some
£75-80m (5,000 posts) of these savings are associated

with the joint DE/DHSS scrutiny of the Payment of Benefits

to the Unemployed. As with the 1979 "Rayner projects"
however not all scrutinies were aimed at direct savings

(eg Health and Safety Executive scrutiny of methods and
practices in assessing the costs and benefits of health

and safety requirements). Moreover, in many cases, there
were recommendations over and above those relating to money
savings which would ensure a better quality service, improved

staff morale etc.

7 In percentage terms some of the savings are even more
substantial than last year (eg 80 per cent savings in staff
employed by the Inland Revenue on the issue of PAYE Deduction
Cards; 85% of DHSS costs incurred in support of health care
exports).




8. Whilst some scrutinies have involved Savings which
are small in absolute terms - measured in thousands rather
than millions of pounds - they are nonetheless important

for all that. In particular, the smallness of an activity

can scmetimes cause it to be overlooked through time.

9. Ministers have taken firm decisions in 24 of the 39

Scrutinies, securing savings of £22 million a year and
1,700 posts. In a further 5 scrutinies Ministers' decisions

in principle are subject to the conclusion of consultation

and further study; these involve potential savings of .
£80 million a year and 5,200 posts. Ministers have yet to take
decisions in the remaining 10 of the scrutinies but are expected

to do so in most cases over the next couple of months.

10. Where firm decisions have been taken, implementation
has begun and will be completed in the main this year and

next.

115 The greatest scope for improving the efficiency of
Government will come as particular lessons are read across
to other activities both between Departments and within
Departments. CSD Ministers have been applying a central
stimlus {o this read across. In addition all Ministers
have been informed of the findings of the scrutiny

programme and prébis have been circulated to all departments.




CURRENT SCRUTINY PROGRAMME

T&y This year's programme will be conducted along the
lines adopted last year. As before, I shall be associated
with all the topics and especially closely with some which
raise particularly important issues. On these I will report

to the Prime Minister.

13. So far, 36 scrutinies have been agreed. They are

shown in the attached list. In some cases there will .be
further scrutinies - as yet not chosen - in addition to
those in the list.

14, Scrutinies which have already started or been

completed are identified in the attached list.

REVIEW OF STATISTICAL SERVICES

15 Reports on the 22 statistical reviews carried out

in Departments were submitted to the individual Ministers
concerned by their officials last summer and autumn. I

then reported to the Prime Minister and to the Lord President
of the Council. The potential savings identified amounted
to about £20m and up to 1,700 posts, but there were also
important findings and recommendations about the future
management of these services. Ministers have already firmly

accepted recommendations from the review worth £12% million

1. Government Statistical Services, Cmnd. 8236




a year, with a substantial amount - about three-quarters -

to be implemented by April 1982 and most of the remainder

in the following year. Savings of a further £4 million 2

year have been accepted in principle, subject to detailed
consultation. Decisions on possible savings of up to

another £2% million a year will be taken soon. Together with
other decisions taken by Departments since 1979 the effect

will be to reduce expenditure by £25 million a year (2500 staff)
by 1984.

16. I judge that the extension of the scrutiny technique to

a subject which crosses many departments has been successful.

The lessons learned in one can often be applied in another.

The results should sharpen the contribution of the statistical
Services in departments and are in general a further vivid
illustration that there is the ability in the Civil Service

to respond to the Government's policies for managerial efficiency
in the public service.

REVIENW OF SUPPORTING SERVICES IN R&D AND ALLIED SCIENTIFIC
ESTABLI SHMENTS

1S The technique of Service-wide review is being used again
in the 1981 programme. One area is the supporting services
provided to research and development and allied scisntific work.
Here, certain Ministers have appointed examining officers to
find ways of improving cost-effectiveness and efficiency based
on applying the scrutiny technique to a selection of large

and small establishments in a co-ordinated manner. As with

the statistics review, there should be scope for reading across
from the findings in one establishment to the situation in
others.

18. I am overseeing and co-ordinating the seven departmental
Studies, with the support of a smell team in the Civil Service
Department. The review is due to be completed by the end of
the year when I shall report to the Prime Minister and

Lord President of the Council.

)




REVIER OF ADMINISTRATIVE FORMS

19. I am also overseeing a review of administrative forms,
covering

(1) reducing the volume and cost to industry of
form-£filling;

() simplifying and making forms more intelligible;
and

(3) controlling the issue of new forms and reviewing
existing ones. '

203 Eight departmental Ministers have appointed examining
officers to cover samples of forms in respect of (1) and (2) in
para. 19 above. A central team in the CSD, which is also work-
ing in support of me, is responsible for co-ordinating

the work of the review and for (3) in para. 19.

@l The review is due for completion at the end of September,
when I shall report to the Prime Minister and Lord President
of the Council.

Cis Departments taking part in the R&D and forms reviews
are identified in the attached list.

ANNUAL SCRUTINY OF DEPARTMENTAL RUNNING COSTS

23 The first year's Ministerial scrutiny of departmental
running costs (staff costs and overheads) has been completed.

4. Ministers on the whole considered the exercise useful
and as one which increases both cost-consciousness generally
and ‘their own ability to exercise their management function.

It was regarded as a useful starting point for further analysis

and for reaching down into the running of departments. The
scrutiny is being repeated this year.




23 I believe that the exercise has shown clearly that the
administration of govermment is big business and that the control
of these costs (amounting to £8,340 million, including notional
costs for pensions and for the rental value of Crown property)

1s an essential component for the control of public expenditure
generally.

R

REPAYMENT FOR PSA SERVICES

26, I have completed a study of the possiblity of providing
the accommodation services of the Property Services Agency '(PSA)
on repayment terms, in which I was very much assisted by a
small working group of officials under Treasury chairmanship,

AT I have recommended that departments should pay PSA for
accommodation provided on the UK Civil Estate (office, storage
and specialised) and PSA Supplies, which is already a Trading

Fund, for furnishings, transport etc. These recommendations
have been accepted and there will be a trial run in 1982/83
with a view to introducing the arrangements in 1983/84. PSA
are now working up the detail with Departments.

28 lly recommendations are aimed at strengthening departmental
management. I am firmly of the view that the obligation to pay
for what is consumed is a pre-requisite to sound management and
cost-consciousness. There is an enormous difference in manage=
ment terms between knowing what it costs Somebody else to provide
you with goods and services and having to find the money for

them from your own budget. But there is also the very important
argument that increasing departmental responsibility (eg for the
environment in which the staff work) will make for better
management. '

29, Though capaeble of refinement, I believe that my proposals
represent an important first step towards greater efficiency

and economy in the use of accommodation as departments increasingly
define need with aneye to cost. :




RULES AND PROCEDURES WHICH INHIBIT ZFFECTIVE MANAGELENT
("LASTING REFORMS'")

30, Work on "lasting reforms" may be most clearly presented

in relation to people on the one hand and certain institutional
arrangements on the other. Some of it is still at a comparatively
early stage.

31, Work on "people" is designed to produce desirable changes
and developments in the managerial culture of the Civil Service.
The Civil Service Department is in the lead here, although it

is acting in consultation with others, including me. The areas
under consideration are:

(1) Special recognition for success in grade;' the
accelerated advancement of individuals; the entitlement
to automatic annual increments.

Ministers have decided to place the main emphasis here
on ensuring that talented men and women are brought on
as fast as possible. 1.

(2) A "model succession policy" for the Civil Service,
So as to promote to management posts, especially the
senior ones, individuals with the right track record.

Ministers have agreed arrangements, to be

co-ordinated by the Civil Service Department, to improve
existing "succession" arrangement to senior posts, includ~-_
ing those of Principal Finance and Establishment Officers.”

1. The future of the Civil Service Department, Cmnd. 8170,
paras. 31 and 32,

2. Efficiency in the Civil Service Cmmd.  para. [18].




32.

(3) Possible requirement that official heads of
departments should give a regular, personal account of
what they have simplified, diminished or saved and that
departments should publish an anmual statement of their
achievement in this respect.

This is now covered by the draft papers 1o which I
refer in para. 35 (2). below.

(4) A policy for enabling staff, especially those in
staff-intensive departments, to give of their best.

I believe that such other reforms as departmental repay-
ment for property services and the way in which talent

is rewarded are also relevant to this policy. But the

main issue is how senior management can best provide the right
conditions of work - including such various factors as

the intelligibility and applicability of the rules and
procedures which have to be operated by staff and as

the working environment.

Other work which is relevant to the use of people com-

prises the current CSD-led exercise on possibilities for short-
ening and makinf better use of the hierarchy (the Chain of
Command Review)”and the DHSS pilot exercise on work in support
of its Ministers' responsibilities to Parliament.

33.

Work on "institutional arrangements" is intended to

clarify the responsibilities for the management of resources
of the central Ministers, of Cabinet and of Ministers as
heads of particular departments. It assumes that because
they themselves have limited time and opportunity, Uinisters

1.

The Future of the Civil Service Department, Cmnd, 8170

ara, 35 and Effi : s ]
F e i telency in the Civil Service, Cmnd.




must delegate much to their permanent officials who have
the responsibiity for securing and maintaining high standards
of administration with suitable guidance and direction from

the CSD and the Treasury. The areas under consideration are:

615 The aims and methods of central control and
the balance between it and departmental control.

The Chancellor of the Exchequer has taken the lead_
in this and Ministers have agreed on a useful
definition of the respective responsibilities of

the spending and central departments.z‘

(2) How best to express the managerial authority

both of Ministers in charge of departments and of

their Permanent Secretaries, so as plainly to establish
the management functions of each and also to suggest

what habits or routines would be most helpful to Ministers.

(3) How best todefine the responsibility and account-
ability of officials to Ministers via the Permanent
Secretary, especially of those who occupy key manage-
ment posts. ;

2. Efficiency in the Civil Service, para. 18,

10




I am preparing papers on these matters for discussion
with Ministers and senior officials. Recent work by
the Treasury on the memorandum of guidance and letter
of appointment which it sends to a new Accounting
Officer helpfully updates amd clarifies the description

of that important supplementary role.

(4) Clarifying the responsibility and authority

of and the qualifications needed by Principal Fiance
and Establishment Officers; steady progression towards
the employment of those qualified in financial manage-
ment and management accountancy.

The CSD, with the Treasury's help has prepared
memoranda for Principal Finance and Establishment
Officers, to complement the papers noted above on the
managerial authority of Ministers and Permanent
Secretaries. The Treasury, CSD and the Head of the
Goverrnment Accountancy Service also have work in hand
on how best to give effect to the policy, now agreed,
that Finance Branches should be staffed by officers

1, 2.
with appropriate experience, training and qualification.

The crucial need here is to answer the questions,

"What is financial management in the civil service?
Who are the financial managers, whether in Finance

1. The Future of the Civil Service Department, Cmnd. 8170,
para. 31.

%. Efficiency in the Civil Service, Cmnd. paras 17 and 18.
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Branches or in line divisions? What skills and

experience do they need? How are these best provided?"

(5) Strengthening the financial framework, with
particular reference to the structure of Public
Expendi ture Survey programmes, their relationship
with the organisation of departments and the present-
ation of information on departmental expenditure in
the Supply Estimates.

The Treasury is in the lead on the improvement of

financial control SystemSS' and has set up a small
Financial Management Co-ordination Group to bring
together or direct as appropriate the relevant work
in hand, eg this year's scrutinies by the Department
of the Environment on the feasibility of establishing
local cost centres for the control of administrative
costs and by the Ministry of Defence on financial

management and control.

34. Although it has not been a part of Iy Own programme,

I have encouraged the development by the Treasury of cash
planning of public expenditure, announced in outline by the

Chancellor in his Budget speech. I believe that the focus
on cost and value which this will promote will help to improve the

3. The Future of the Civil Service Department, Cmnd. 8170,
paras. 26 and 27.




framework of financial management, and so support

the objectives of much of my own work described

in this report.

Derek Rayner
June 1981




PROGRAMME OF DEPARTMENTAL AND SERVICE-WIDE SCRUTINIZS, 1981

Notes (1) The letters "R&D" and "F" indicate that the
Department is also teking part in the reviews of supporting
services for research and development and/or of administrative
forms. (2) Other subjects may be added later.

scrutinies

Home Office The Forensic Science Service .* R&D; F

Foreign and Commonwealth | The generation and transmission of R&D (ODA)
Office (including Over- information.

igg?n?gggégggg?t The use made of Diplomatic Service

-personnel overseas,

Chancellor of the
Exchequer's Departments

HM Treasury The Treasury's role in promoting
efficient systems of financial
control in Depariments

Typing and secretarial services.*

Inland Revenue PAYE files and their contents.
Repayment procedures in the claims
ang EEYE sgctions of tax divisions,*
The administration of Schedule D ‘taxA

HM Customs & Excise Procedures for dealine with and

amending VAT registrafion and de-
registrations. *

%he criteria for providing Customs
acilities and the basis on which any
gggrggs for attendance should be

€.

Departmental for National | Post Office errors.
Savings Operating procedures. *

* Already in progress
# Completed

14




Department

Departmental scrutiny

Service=-wide

scrutinies

Department of Industry

The organisation and staffin§ for
determining the allocation of fin-
ancial support for research, develop-
ment and technology sponsored by the
Department , *

R&D

Paymaster-General's
ffice

Declarations of entitlement for
public service pensioners.*

Civil Service Depart-
ment

The delegation of authority to
other departments.

Co-ordination
of R&D and T

Department of Employ-
ment

DE

Manpower Services
Commission

Health and Safety
Commission

Work permits administration,*

Procedures relating to sponsor
employers taking part in Special
Programmes. *

Agproval testing and certification
of products under the 1974 Health
and Safety at Work Act.*

Ministry of Defence

Defence Sales

Financial management and control*
Defence telecommunications

Group passenger travel *
Dissemination of information

Ministry of iculture,
Fisherigs anég§ood

Fisheries research and the work of
the Torry research station

Departiment of the
Environment

Control of administrative costs in
DOE central and scope for local
cost centres. ¥

Already in progress
Completed
15
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ﬁénartment

Deparimental scrutiny

Service-wide

scrutinies

Property Services
Agency

Custody service provided to depart-
ments having no such capability of
their own.eg

Scottish Office

Role, organisation, staffing and
effectiveness of HM Inspectorate
of Schools in Scotland.*

Welsh Office

Procedures for processing compulsory

purchase orders and other orders/appeals.

Northern Ireland
ffice

Organisation, systems and deployment
of resources in the NI Employment
Service.*

Department of Health
Social Services

Adnministrative implications of
'final relevant year' provision
for pensions. *

Handling of Casework in DHSS
headquarters .*

Department of Trade

Handling of routine prosecutions by
the Solicitor's Department. *

Department of Energy

International work. *

Department of Education
and Science

Role, organisation, staffing and
effectiveness of Hil Inspectorate
of Schools in England and Wales.*

Victoria and Albert and Science
Museums.

Department of Traﬁsport

Winter maintenance of motorways and
trunk roads.*

* Already in progress.
< Comple%ed g
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10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG

Thank you for your minute A05120
of 19 June 1981 about the summons which
Mr Ibbs has had to give oral evidence
to a Sub-Committee of the Treasury and
Civil Service Committee on the question
of efficiency and effectiveness in the
Civil Service.

I have shown your minute to the
Prime Minister, and she is content for
Mr Ibbs to write to the Clerk of the
Sub-Committee on the lines of the draft
you submitted.

Sl -

22 June 1981




Ref. A05120

MR WHITMORE

House of Commons is conducting an enquiry into "Efficiency and Effectiveness

in the Civil Service'. Witnesses already summoned include Sir Douglas Henley,
Lord Croham, Mr Sharp (the Head of the Government Accountancy Service),
Sir Ian Bancroft and Sir Derek Rayner,
2. The Sub-Committee have now invited Mr Ibbs to give oral evidence. He
is reluctant to do so, and doubts whether he can really help the Committee:
(2) He has never worked in a Department; the CPRS is
untypical and he has no direct personal experience
which would enable him to describe how Departments
are managed.
(b) While he has seen something of the working of Departments
it has obviously been exceedingly patchy; if he were to
talk upon the basis of that experience he could not only
mislead the Committee but also damage his future
working relationship with Departments.
3 Mz Ibbs does not wish to give evidence which is not helpful and could
give the impression of being obstructive.
4, I propose to suggest to Mr Ibbs that he should reply to his invitation on
the lines of the draft attached. I shall be glad to know whether the Prime

Minister is content.

el

ROBERT ARMSTRONG

19 June 1981




DRAFT LETTER FROMJ R IBBS TO C J POYSER, Clerk to the

Sub-Committee of the Treasury and Civil Service Committee,

House of Commons

Thank you for your letter of 12 June, confirming the
invitation for me to give oral evidence to the Treasury and Civil
Service Sub-Committee looking into "Efficiency and Effectiveness
in the Civil Service',

While I should wish to assist the Sub-Committee if I thought
that I could do so, the factis that I do not think that I am in a

position to be of any real assistance. I have never worked in a

Government Department, and have no direct personal experience
of how Departments are managed. What happens in the Central
Policy Review Staff is quite untypical. What I have observed of
the workings of Departments is very patchy, and I should not wish
to rely upon it as the basis of expressing views to the Sub-
Committee,

Asg I believe that any evidence which I could give would be
unlikely to assist the Sub~-Committee, I think that the right course
must be for me to refrain from giving evidence and accordingly to

decline the invitation that you have sent me,




PERSONAL AND CONFIDENTIAL

10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG

FUTURE OF THE CSD

When the Prime Minister saw you yesterday afternoon
she had a preliminary word with you about your minute A04951
of 20 May 1981 about the future of the CSD.

You said that although this was not a matter requiring
immediate decision, it would come to a head when thought
began to be given to the question whether to replace Sir John
Herbecq when he retired in the summer of next year.

The Prime Minister said that she did not see a service-wide
role for the CSD. The Department was not the Mckinseys
of the Civil Service: they did not embody enough experience
to have a credible advisory role on management. Moreover, the
Civil Service comprised a number of constituent parts which
differed sharply from each other in function and character, and
this made it difficult for the CSD to exercise a worthwhile
central role in the management field. She thought that it
should be possible to distribuite the responsibilities of the
CSD to other departments and to run it down. For example,
responsibility for manpower control and pay could go to the
Treasury, and other functions could be transferred to the
Cabinet Office. But she was not in a hurry to reach decisions
and she would like to think further about the matter and come
back to it with you and Sir Derek Rayner at a later date. If
in the meantime you wished to talk to Sir Derek Rayner your-
self, she had no objection. ;

M )

22 May 1981
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MR, WHITMORE

The other day the Prime Minister asked me: "What are we to do about
the CSD?', Since our meeting on Thursday 21lst May might give us a chance to
pursue this question a little further, I thought that I would try to suggest a few
options.

Al. No change

28 One possibility is to do nothing, wait for the retirement of Sir Ian Bancrofi

of the CSD and Head of the Civil Service. A successor to Bancroft in both posts
would need to be somebody of some existing seniority as a Permanent Secretary
with four or five years ahead of him. The list would consist of Armstrong,
Cubbon and Stowe. I do not rate my own qualifications for the CSD job very
highly, and Stowe would only have had just over a year in the DHSS. So Cubbon
would be the front-runner, He is managing the Home Office - his own old
Department - effectively and sensibly, and he has the right ideas about the CSD
(to conc entratmgfa;éé a_.nd important tasks and not consume resources in
back-seat driving on matters of less importance which ought to be left to
Departments). He would be a more than adequate Permanent Secretary of the
CSD and Head of the Civil Service, K A\~ N\ N\ o

33 I doubt whether Herbecq would need to be replaced, but if at that point
Derek Rayner's unit wa.;b'i-:;;ﬁllsferred to CSD, we might need a Second Permanent
Secretary in charge,

A2, No formal change in functions of CSD, but divorce Head of Civil Service
from Permanent Secretary of CSD

4, This would widen the range of choice for the successor to Bancroft,
making it possible to go for a younger man, not necessarily an existing
Permanent Secretary of some seniority, and someone with the best possible

combination of experience and personal qualifications.
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5, The CSD would not need a Second Permanent Secre?:éfry to replace
Herbecq, but could need one for the Rayner scrutiny unit, if it was decided to put
that unit in the CSD. The Prime Minister would have to nominate some other
Permanent Secretary to advise her on senior appointments and honours. That
could be either the Permanent Secretary of the Treasury, or the Secretary of the
Cabinet, or a suitable '"doyen of the corps’ (if he was not one of those two). He

could be called the Head of the Civil Service, I should prefer to abolish the title,

but others (including Douglas Wass) take a d—:ifferent view: they think we need an
identifiable '"Head of Profession", who can take on the representational duties
undertaken by recent Heads of the Service. I am sceptical about this: the
representational duties belong to a concept of the job invented by

William Armstrong when the CSD was set up, and I believe that, in sq far as they
need to be done at all, they could be shared out between three or four senior
Permanent Secretaries,

Bl1. Transfer manpower, pay and efficiency functions of CSD to the Treasury

6. The Prime Minister decided not to proceed with that proposal because of
the load on Treasury Ministers. Presumably those considerations still apply,
although on merits I still think that this course has much to commend it. If it
were followed, decisions would be needed on:

(a) What to do about the personal management functions of the CSD

(recrauitment, trammg, welfare etc, ): transfer them to the Treasury with
the rest, or put them into some kind of Public Service Commission? If
the latter, could Sir Ian Bancroft be its first head ?

(b) What to do about the duties of the Head of the Civil Service: see
paragraph 5.

(c) What to do about the Rayner scrutiny unit: presumably put it into the
Treasury, with a Secomnent Secretary in charge with direct

access to the Prime Minister and Treasury Ministers.

BZ: Federate the CSD and the Cabinet Office

7. It would be possible to bring the CSD and the Cabinet Office into a single
Department under one Ministerial head (the Prime Minister) and one official head.

There would need to be a second Minister to do the day-to-day CSD work., The

- -
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official head could continue to be designated Secretary of the Cabinet, He would -
take on the duties of the Head of the Civil Service. He would need at least two
Second Permanent Secretaries, one to man the CSD part of the office and the
other to be Deputy Secretary of the Cabinet, and perhaps a third to run the
Rayner scrutiny unit. There would have to be a different perception of the way
in which the Secretary of the Cabinet should do his job.

8. This would go a long way towards creating a Prime Minister's
Department of the kind at one time envisaged by Mr, Ray Whitney, It would be
seen as a highly centralising move, and one that increased the power of the
Prime Minister in relation to her colleagues, and of the Secretary of the Cabinet
in relation to his. It would therefore generate considerable suspicion., I put
this option in for completeness, but I do not favour it. I still favour the trans-
fer to the Treasury (Bl). Failing that, I favour A2 = divorcing the Head of the
Civil Service from the Permanent Secretary of the CSD, and finding the right
sort of person to head the CSD,

ROBERT ARMSTRONG

20th May, 1981
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