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The Treasury and Civil Service Committee is appointed under S.0. No. 130 to examine the expendi-
ture, administration and policy of the Treasury and the Office of Public Service and Science (but exclud-
ing the Office of Science and Technology and the drafting of bills by the Parliamentary Counsel Office),
the Board of Customs and Excise and the Board of the Inland Revenue.

The Committee consists of a maximum of eleven members, of whom the quorum is three. Unless the
House otherwise orders, all Members nominated to the Coimmittee continue to be members of the
Committee for the remainder of the Parliament.

The Committee has power:

(@) to send for persons, papers and records, to sit notwithstanding any adjournment of the House, to
adjourn from place to place, and to report from time to time;

(b) to appoint specialist advisers either to supply information which is not readily available or
clucidate matters of complexity within the Committee's order of reference;

(c) to communicate to any othsr such committee and to the Comniittee of Public Accounts their
evidence and any other documents relating to matters of common interest;

(d) to meet concurrently with any other such committee for the purposes of deliberating, taking
evidence or considering draft reports.

The Committee has power to appoint one sub-committee and to report from time to time the minutes
of evidence taken before it. The sub-committee has power to send for persons, papers and records, to sit
notwithstanding any adjournment of the House. and to adjourn from place to place. It has a quorum of

three.
13 July 1992
The following were nominated as members of the Treasury and Civil Service Committee:

Ms Diane Abbott Mr John Garrett

Sir Thomas Arnold Mr Barry Legg

Mr A J Beith Mr Giles Radice

Mr Nicholas Budgen Mr Brian Sedgemore

Mrs Judith Chaplin (decd 19.2.93) Mr John Watts

Mr Quentin Davies
Mr John Watts was elected Chairman on 15 July 1992,
Sir Thomas Arnold was elected Chairman in the place of Mr John Watts on 19 October 1994.

The following changes in the membership of the Committee have been made:

Monday 29 March 1993:

Monday 13 December 1993:

Monday 31 October 1994:

Mr Nigel Forman appointed.

Mr John Garrett discharged;
Mr Mike O’Brien appointed.

Mr John Watts discharged:
Mr Matthew Carrington appointed.

The cost of prepaning for publication the Shorthand Minutes of Evidence taken before the Committee and published with
this Report was £10,398.
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FIFTH REPORT

The Treasury and Civil Service Committee has agreed to the following Report:
I. A CIVIL SERVICE FOR THE TWENTY-FIRST CENTURY:
SUMMARY AND RECOMMENDATIONS

I. The British Civil Service is a great national asset. Since the 1870s, it has been the perma-
nent and impartial instrument of all administrations. Governments have always seen it as their
duty to preserve its efficiency and honesty for their successors. The Civil Service's commitment
to the highest standards of performance and conduct is a guarantee of constitutional and
financial propriety and good government. Wherever the boundaries are drawn between public
and private sectors, there are certain crucial values which must underly public administration.
The values of impartiality, integrity, selection and promotion on merit and accountability are
as important today as they were in the last century. In this Report, we make recommendations
to equip the Civil Service for the demands of the twenty-first century. We believe that our pro-
posals would enhance the Civil Service’s common purpose and enable it to perform its tasks
more effectively. At a time of change and uncertainty about national institutions, we believe
that Parliament has a special role to play in ensuring that the Civil Service maintains its
efficiency and probity and retains public confidence.

2. We recommend that the Government co-operates with the commissioning of any attitude
survey of civil servants by the Treasury and Civil Service Committee as part of any future
inquiry into the Civil Service (paragraph 60).

3. This Committee agrees with the Committee of Public Accounts that traditional standards
of probity and integrity should not be relaxed in order to secure economy and efficiency. They
are not only compatible with an effective and efficient Civil Service; they arc essential to it
(paragraph 69).

4. Tt is our conviction that the values of impartiality, integrity, objectivity, selection and
promotion on merit and accountability should act as unifying features of the British Civil
Service. They are as important today as in the last century; their importance should not dimin-
ish in the next century. We believe that the case for a permanent, politically impartial Civil
Service is as compelling now as it has been for well over a century. The principle of selection
and promotion on merit must represent the bedrock of such a Civil Service. The importance of
the values of integrity, impartiality, objectivity and accountability is rooted in the characteris-
tics of the tasks which the Civil Service is called upon to perform. These values reflect rather
than inhibit the jobs to be done. They are relevant to civil servants serving the public as well as
to those serving Ministers directly. They can and should act as a unifying force for the whole
Civil Service (paragraph 72).

5. We share the Government’s view that the Next Steps reforms are in principle compatible
with the maintenance of the traditional values of the Civil Service. However, the devolution of
authority within the Civil Service and the disappearance of traditional structures of control
reinforce the need for greater vigilance about standards throughout the Civil Service. The dis-
appearance of many tangible common features of carcers in different parts of the Civil Service
reinforce the importance of the less tangible shared values, and emphasises the nced to make
those shared characteristics better known and understood throughout the service (paragraph
84).

6. We have little doubt that civil servants would be able to demonstrate a high level of
commitment to any incoming Government and we believe that the commitment of the over-
whelming majority of civil servants to the principle and practice of a politically impartial Civil
Service is undiminished (paragraph 85).

7. We believe that the public has a right to expect that the essential valucs of the Civil
Service are being upheld (paragraph 86).
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8. We do not agree with the Government that “the standards and ethics essential to the
operation of the Civil Service...are well founded and well understood.” No document relating
to the ethics of the Civil Service states the essential values with sufficient clarity, and none
communicates a clear and simple message to all civil servants and to the wider public about the
standards to be upheld. The Armstrong Memorandum appears increasingly dated. We do not
believe it can be viewed as an authoritative summary of the constitutional position and role of
the Civil Service. We welcome the publication of Questions of Procedure for Ministers, but are
not convinced of the adequacy of its instructions relating to Ministers’ dealings with civil
servants (paragraph 101),

9. We doubt that the existing mechanisms for upholding the ethical standards of the Civil
Service are adequate. In the last century Mr William Gladstone remarked that the British
Constitution “presumes more boldly than any other the good faith of those who work it”. This
remains true today, and it need be no reflection upon the good faith of the current generation
of Ministers and senior civil servants to suggest that public trust in such a system is diminish-
ing and is likely to diminish further. The system for upward referral within Government of
issues of propriety and illegality is necessary but not sufficient. We believe that there is
convincing evidence that the existing procedures do not command the confidence of all civil
servants. The preservation of the principles and values of the Civil Service is too important to
be left to Ministers and civil servants alone (paragraph 102).

10. We recommend that there should be a new Civil Service Code and that it should be a
condition of employment of all civil servants that they read the Code and conduct themselves
in accordance with its provisions (paragraph 105).

I1. As part of our Report, we have produced a proposal for a new Civil Service Code. We
recommend that the Government’s reply to this Report includes a full response to this
proposed Code (paragraph 107).

12. We recommend that an independent appeals procedure be established to consider actions
in Government in breach of the new Civil Service Code which are not considered capable of
resolution within Government (paragraph 110).

13. We believe that the final appeal available to an aggrieved civil servant who has
exhausted all the internal procedures should be to an independent and strengthened body of
Civil Service Commissioners (paragraph 112).

14. We belicve the time has now come to implement the last recommendation of the
Northcote-Trevelyan Report and establish a new Civil Service Commission on a statutory basis
(paragraph 116).

15. We urge all parties represented in the House of Commons to indicate their support for a
Bill placing the rules in connection with the terms and conditions of employment of civil ser-
vants on a statutory basis, and specifying the powers of the new Civil Service Commission
(paragraph 117).

16. We find the Government’s attempts to draw a sharp distinction between accountability,
which cannot be delegated by Ministers, and responsibility, which can, unconvincing
(paragraph 132).

I7. We consider that any Minister who has been found to have knowingly misled Parliament
should resign (paragraph 134).

18. We expect to examine the relative merits of the Government’s Code of Practice on
Access to Government Information and of a Freedom of Information Act in a future inquiry
(paragraph 140).

19. We consider that the quest for greater effectiveness and efficiency in the Civil Service
should be an unending one, and stress that the requirement to maximise the return from finite
resources will not go away (paragraph 141).
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20. We believe that the Citizen’s Charter has value as an expression of a high level political
commitment to quality in the provision of public services which should assist further in raising
the profile of service delivery within the Civil Service. The orientation towards the require-
ments of individuals whom the Civil Service serves is particularly welcome, but should not lead
to neglect of the need to serve a wider public interest (paragraph 146).

21. We believe that Next Steps Agencies represent a significant improvemient in the organi-
sation of Government, and that any future Government will want to maintain them in order to
implement its objectives for the delivery of services to the public (paragraph 168).

22. We recommend that the process of target-setting is replaced by annual performance
agreements between Ministers and Agency Chief Executives (paragraph 169).

23. We support the arrangements for Parliamentary questions on operational matters within
the ambit of an Executive Agency to be referred in the first instance to Agency Chief
Executives and we welcome the fact that their answers are now published in the Official
Report. We recommend that Ministers should always respond, however, where Members of
Parliament consider the response by an Agency Chief Executive to be unsatisfactory
(paragraph 170).

24. We recommend that Agency Chief Executives should be directly and personally account-
able to Select Committees in relation to their annual performance agreements. Ministers should
remain accountable for the framework documents and for their part in negotiating the annual
performance agreement, as well as for all instructions given to Agency Chief Executives by
them subsequent to the annual performance agreement. To this end, we recommend that all
such instructions should be published in Agency Annual Reports, subject only to a requirement
to preserve the personal confidentiality or anonymity of individual clients (paragraph 171).

25. We believe that the value of Agency status as an instrument for improving efficiency and
quality of service in the Civil Service would be considerably reduced if Agency status came to
be seen principally as a staging post to the private sector. We welcome the Government’s deci-
sion to make reviews of Agency status less frequent, but believe it to be important, where
appropriate, for such reviews to result in positive assertions of the value of particular Agencies
remaining in the Civil Service (paragraph 179).

26. The market testing programme has not been conducted effectively by the Government so
as to enlist the enthusiastic support of either civil servants or potential private sector contrac-
tors. The reduction in the level of central oversight and the greater freedom granted to
Departments in the White Paper represents a belated but welcome attempt to redress the bal-
ance. Market testing is likely to be more effective when it is a management tool available to
Civil Service managers. We are particularly surprised at the proportion of the 1992-93
Competing for Quality programme in which in-house bids have not been permitted in view of
the Government’s own statement that, “for a genuine value for money test to be applied, in-
house teams should have the opportunity to put forward a firm bid on the same basis and
timescale as the private sector”. We recommend that, in future, all Government Departments
should inform Parliament at once of any decision to exclude an in-house bid from a competi-
tion, together with the reasons for each decision. We welcome the broad thrust of Government
guidance on public access to contract information, but public access need not be the same as
public availability. We recommend that Parliament should be informed at the earliest available
opportunity of all contracts and service levels agreements reached under the Competing for
Quality programme, together with the identity of the successful tenderer, the nature of the job,
service or goods to be supplied, the performance standards set and the criteria for the award of
the contract (paragraph 195).

27. We recommend that the policy tasks of an Agency should be specified in annual perfor-
mance agreements and should be subject to evaluation other than by the parent Department
(paragraph 210).

28. We recommend that the establishment of project teams within Government for policy
implementation and policy project work should be both encouraged and monitored by the
Office of Public Service and Science to ascertain the extent to which Agency principles can be
applied effectively to parts of the policy process (paragraph 210).
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29. We recommend that the Government should examine ways in which the process of
policy advice and implementation may be better scrutinised and audited (paragraph 211).

30. We recommend that the Efficiency Unit carries out a scrutiny of the effectiveness and
efficiency of the work of Ministers and support for Ministers (paragraph 215).

31. We welcome the decision to permit confidential briefings by senior civil servants of
Opposition politicians further in advance of a General Election. We believe that there may also
be scope for more frequent briefings by civil servants of Opposition politicians at other times.
We recommend that the Government issues guidance to Ministers on the circumstances in
which it would be appropriate to offer briefings to Opposition politicians on matters which
relate to the machinery of Government or which are not of current party political controversy
(paragraph 218).

32. We support the idea of extending many of the principles of Next Steps to core
Departments, We welcome in principle the devolution of greater financial freedom to
Departments, the introduction of resource accounting in Departments and endeavours to
improve the quality of management information and target-setting in Departments {paragraph
2206).

33. We do not believe, given the current quality of performance measurement in core
Departments, that it is practical at present to introduce performance agreements between
Ministers and civil servants in core Departments. However, it will be necessary when the
proposed improvements have taken clearer shape to consider whether the processes of resource
allocation and target-setting in core Departments and the associated processes of financial
reporting to Parliament would be assisted by the introduction of a more formal framework for
determining the allocation of responsibility for performance against targets in core
Departments (paragraph 226).

34. We recommend that the Government collects and publishes, with the same frequency as
statistics on Civil Service manpower, information on the number of civil servants in core
Departments, by grade or pay band and by Department, distinguishing between those engaged
in policy work, central finance and personnel functions and other functions of core
Departments (paragraph 227).

35. We believe that the Office of Public Service and Science and, most significantly, the
appointment of a Cabinet Minister to lead it represents an improvement upon the previous
arrangements for the central management of the Civil Service. We recommend that the
Government sets out proposals for the future internal organisation of the Office in its reply to
this Report. We see no reason why the role of the Head of the Home Civil Service should not
be combined with that of Secretary of the Cabinet (paragraph 243).

36. The morale of the Service does not simply matter because the Government rightly strives
to be a good employer; it matters because the morale of civil servants is likely to have a direct
effect on the quality of service to customers. Many civil servants accept the need for Civil
Service reform, but if civil servants no longer have a sense of a job for life it is hardly surpris-
ing if they find it more difficult to offer a lifetime commitment in return. There may not be a
general crisis of morale in the Civil Service, but there is certainly a sense of unecase in the
Service (paragraph 250).

37. We support the Government’s decision not to set a target for Civil Service manpower
reductions. We consider that such reductions should not be viewed in themselves as a principal
indicator of the success or failure of Civil Service reforms (paragraph 261).

38. We believe that the benefits of delegated authority for pay and personnel management
could outweigh the drawbacks (paragraph 262).

39. We recommend that the authority over pay delegated to Departments and Agencies
includes the freedom for each organisation to decide whether or not performance-related pay is
appropriate to its needs and objectives (paragraph 263).
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40. It is vital that the reduction in rule-making from the centre does not jeopardise its
leadership and authority in relation to equal opportunities (paragraph 264).

41. We believe the criticism of the senior Civil Service for being too insular retains much
force (paragraph 304).

42. We believe that the procedures whereby advice upon senior appointments not subject to
open competition is tendered by the Head of the Home Civil Service, who in turn is advised by
the Senior Appointments Selection Committee, are inappropriate to the requirements of a
modern Civil Service. We recommend that these procedures, and the Senior Appointments
Selection Committee, be abolished (paragraph 305).

43. We recommend that the new Civil Service Commission, using submissions from within
the Civil Service but independent of them, should advise Ministers on all senior appointments,
including whether an appointment is necessary, whether open competition is worthwhile and,
subsequently, on the best candidate for the job (paragraph 306).

44. We recommend that, where Ministerial decisions relating to senior appointments differ
from the advice given by the new Civil Service Commission, this should be published in the
Reports to Parliament of the new Civil Service Commission (paragraph 307).

45. We recommend that procedures are introduced for formal annual performance assess-
ment of Permanent Secretarics, involving the Cabinet Minister concerned, the Head of the
Home Civil Service, and the new Civil Service Commission (paragraph 308).

46. We believe that it is important that any proposals for change concerning the acceptance
by civil servants of outside appointments are open for public and Parliamentary consideration
at an early stage (paragraph 309).

47. We recommend that the precise pay range for every post in the Senior Civil Service,
together with the scope for performance-related pay and the nature of the factors which deter-
mine the award of performance-related pay in cach case, should be determined prior to the
competition for the post (paragraph 310).

48. We believe that the Civil Service Commissioners should be made the custodians of the
principle of selection on merit through fair and open competition, and that they be required to
audit the performance of Departments and Agencies in relation to it. This would combine well
with the other functions relating to the maintenance of the principles and values of the Service
which we have already argued should be assigned to the new Civil Service Commission: this
function should also be set down in statute (paragraph 337).

49. We agree with the Government’s Fast Stream Review that Departments should be free
to designate as Trainees in Policy Management any staff whom they have themselves assessed
as being able to benefit from the programme, and recommend that this be implemented at the
earliest possible opportunity. We also recommend that the Government should make it clear
both to serving civil servants and potential applicants that the benefits of accelerated develop-
ment arc available to civil servants regardless of method of entry and ensure that this is the
case in practice (paragraph 338).

50. We believe that the Civil Service College may need to reorient its approach in the light
of the creation of the Senior Civil Service (paragraph 339).

S1. We believe that there is a strong argument for a new management training course at the
Civil Service College, possibly at the time of entry into the new Senior Civil Service and
possibly linked to procedures for the selection and career development of entrants into the
Senior Civil Service. The creation of the Senior Civil Service and the reform of the Civil Service
together would provide an ideal opportunity to re-examine the rationale for fast-stream
recruitment (paragraph 339).
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IL. THE CONDUCT AND SCOPE OF THE INQUIRY

(i) The context of the inquiry

52. The British Civil Service is currently undergoing a process of change more rapid and
more far-reaching than any in its peacetime history. This process is having and will continue to
have significant effects on the role of the Civil Service, relations between Ministers and civil
servants, the delivery of services to the public and the position of civil servants as employees. It
is appropriate that this process should be the subject of a Parliamentary inquiry. The Civil
Service spends money or oversees the spending of money voted by Parliament: it administers
laws passed by Parliament; it serves a Government composed of members of both Houses of
Parliament chosen on the basis of elections to the House of Commons. The Treasury and Civil
Service Committee in the last Parliament played an important role in examining the Next Steps
initiative and in providing a measure of cross-party support for that programme, as the
Government acknowledged.!

53. It is also appropriate that we should report on the Civil Service now. The Next Steps
programme is nearing completion in terms of the establishment of Executive Agencies, and has
recently been the subject of a review within Government.? Siace our predecessors last reported
on Civil Service reform, the Government has launched the Competing for Quality programme
to extend the use of market testing and contracting out in central government.? In November
1993 the Government issued a study of career management and succession planning for senior
civil servants.? Finally, in July 1994, the Government published a White Paper containing pro-
posals for extending devolution within the Civil Service and for the management of the senior
levels of the service, which was accompanied by studies of recruitment and a Green Paper on
resource accounting and budgeting.* The Government has indicated that a number of propos-
als in the White Paper will be the subject of consultation, and has acknowledged the value of
our comments on these proposals and on wider matters relating to the Civil Service.t

34. Wider developments have made the inquiry particularly relevant. The public hearings of
the Public Inquiry into Exports of Defence Equipment and Dual Use Goods to Iraq conducted
by Lord Justice Scott provided insights into the inner workings of Government, relations
between Ministers, civil servants and Parliament and the constitutional understandings which
underly them and we comment on some of the issues raised in this evidence. In carly February
1994 the Committee of Public Accounts issued a Report entitled The Proper Conduct of Public
Business which stimulated consideration of the relationship between the devolution of authority
within, and the modernisation of, public services and the traditional values of the British Civil
Service.” The election of a fourth successive Conservative Government has given rise to con-
cern about whether prolonged rule by one party might call into question the preservation of a
politically impartial Civil Service and there has been a wider public debate about both the con-
duct and the performance of the Civil Service. We welcome this debate. Too often the work of
the Civil Service and its wider constitutional position have been seen as arcane matters to be
left 10 a few practitioners and academics. The Civil Service merits and should benefit from
greater Parliamentary and public scrutiny.

(ii) Evidence and visits

55. Our investigation of the Civil Service began in January 1993, when we took evidence from
Mr William Waldegrave, the then Chancellor of the Duchy of Lancaster and Minister for Public
Service and Science, on the responsibilities and work of the Office of Public Service and Science
(OPSS) which had recently been established.8 In March 1993 we examined Sir Robin Butler, Head

I Eighih Report from the Committee, Civil Service Management Reform: The Next Steps, HC (1987-88) 494-1, para. 1; The
Next Steps Initiative: The Government reply to the Seventh Report from the Treasury and Civil Service Committee, Session
1990-91, Cm. 1761, p. 1.

2 Next Steps: Moving on (Office of Public Service and Science. March 1994); HC Deb., 1 March 1994, cols. 671-672w. This
report was written by Ms Sylvie Trosa, a French civil servant on secondment to the OPSS.

3 Compcting for Quality: Buying Better Public Services, November 1991, Cm. 17230.

4 Career Management and Successien Planning Study (Efficiency Unit, November 1993); HC Deb., 22 November 1993, cols.
7-8w.

S The Civil Service: Continuity and Change, Cm. 2627: HC Deb., 13 July 1994, cols. 987-989; Review of Fust Stream
Recruitment (OPSS, July 1994); Responsibilities for Recruitment to the Civil Service (OPSS, July 1994); Better Accounting for
the Taxpayer's Money: Resource Accounting and Budgeting in Government: A Consultation Paper, Cm. 2626,

6 Cm. 2627, para. 1.8; HC Deb., 13 July 1994, col. 993; Q2519 (Mr Waldegrave).

7 Eighth Report from the Comnmitice of Public Accounts, HC (1993-94) 154,

8 Our examination did not include the work of the Office of Science and Technology, which is excluded from our order of
reference and is subject to scrutiny by the Science and Technology Committee.
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of the Home Civil Service. Thereafter, we established a Sub-Committee to inquire into the role
of the Civil Service.! The Sub-Committee held 30 mecetings between March 1993 and October
1994, at 21 of which oral evidence was taken. A total of 41 witnesses were examined by the
Sub-Committee. Following his appearance before us, Mr Waldegrave gave evidence to the Sub-
Committee on four occasions. Sir Robin Butler appeared before the Sub-Committee three
times. Mr Stephen Dorrell, the then Financial Secretary to the Treasury, gave oral evidence in
July 1993. The Sub-Committee also took evidence from a range of other Government wit-
nesses,” from a former Prime Minister, Lord Callaghan of Cardiff, and other former
Ministers,® from representatives of the Civil Service trade unions.* from former civil servants,’
from outside observers of the Civil Service,® and from a former Finance Minister and former
Treasury Secretary of New Zealand.” In addition, the Sub-Committee received a wide range of
written evidence, much of which has been published and the remainder of which has been
reported to the House, and information on civil and public services in other countrics.

56. The Sub-Committee undertook several visits as part of the inquiry. In June 1994 the
Sub-Cornmittee made a short visit to Paris, focusing on the constitutional position of the
French Civil Service and its methods of selection, training and career management, including
the work of the Ecole Nationale d’Administration. Visits were also made to the New Zealand
High Commission in London, the Recruitment and Assessment Services Agency at Basingstoke
and the Civil Service College at Sunningdale.

57. We are most grateful to all those who assisted the Sub-Committee in the course of its
inquiry. We particularly wish to thank the Sub-Committec’s Specialist Adviser, Professor Sue
Richards. Director of the Public Management Foundation, and those who contributed to mak-
ing the Sub-Committee’s visit to Paris so worthwhile, including the Ecole Nationale
d’Administration, the Direction Générale de la Fonction Publique and the British Embassy in
Paris. The Sub-Committee received a great deal of evidence, both written and oral, from the
Government and we welcome the helpful approach which the Government has adopted during
the inquiry. The evidence of Mr Waldegrave was thoughtful and often illuminating, displaying
a level of candour not always characteristic of Government evidence to Select Committees.

(iii) The proposed attitude survey

38. There was one salient exception to the Government's helpful approach, to which we
have already drawn the attention of the House in a Special Report.8 As part of the inquiry the
Sub-Committee wished to commission an attitude survey of civil servants to be carried out on
a confidential basis by a professional opinion research organisation and it sought the co-
operation and agreement of the Government.” Following protracted correspondence and
cxchanges in oral evidence, the Government refused its co-operation for such a survey, !0
Government departments regularly commission staff attitude surveys for management pur-
poses. Mr Waldegrave described such surveys as “an important tool of modern management
practice™.!" Mr Michael Bichard said that the Benefits Agency conducted surveys of its staff
and encouraged local offices to do the same, believing that managers tended to “reassurce them-
selves with anecdotes” when they needed “hard information”.'2 The Treasury recently carried

I The Chairman of the Sub-Committce was Mr Giles Radice; all members of the Committee were appointed to the Sub-
Committec; the following members participated in the public hearings of the Sub-Committee: Ms Dianc Abbott, Sir Thomas
Arnold, Mr Quentin Davies, Mr Nigel Forman, Mr John Garrett (discharged 13 December 1993), Mr Barry Legg, Mr Mike
O'Brien (added 13 December 1993), Mr Giles Radice and Mr Brian Sedgemore.

2 These included Sir Peter Levene, the Prime Minister's Adviser on Efficiency and Effectiveness, Mr Richard Mottram,
Permanent Sccretary, OPSS, and Next Steps Project Manager, Ms Marianne Neville-Rolfe, the then Chicf Exccutive of the
Civil Service Collcge, Mrs Ann Bowtell, the First Civil Service Commissioner, Mr Michael Bichard, Chief Executive of the
Benefits Agency, and Sir Anthony Battishill, Chairman of the Board of Inland Revenue.

3 Lord Howe of Aberavon, Lord Jenkins of Hillhead and Mr Robert Sheldon.

4 These included Ms Elizabeth Symons, General Secretary of the Association of First Division Civil Servants, Mr John
Ellis, Secretary of the Council of Civil Service Unions, Mr Bill Brett, General Secretary of the Institution of Professionals,
Managers and Specialists, Mr Barry Reamsbottom, General Secretary of the Civil and Public Servants Association, and Mr
John Sheldon, General Secretary of the National Union of Civil and Public Servants.

5 Sir Peter Kemp, Professor Eric Caines and Sir Kenneth Stowe.

6 Mr Graham Mather, Professor Peter Hennessy, Dr William Plowden, Professor Norman Lewis, Mr Charles Cox, Sir John
Bourn, Comptroller and Auditor General, and Mr John Garrett.

7 Sir Roger Douglas and Dr Graham Scott.

8 Fourth Special Report from the Committee, Proposed Attituae Survey of the Civil Service, HC (1993-94) 460,

9 The reasoning behind the Sub-Committee’s decision is set out in the correspondence appended to the Fourth Special
Report; sce especially HC (1993-94) 460, pp. 1-2.

10 ibid., p. 9.

11 Q2356.

12 Q2207.
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out a stall attitude survey, the findings of which we have discussed in evidence from Sir
Terence Burns, Permanent Secretary to the Treasury.! Other departments or agencies have also
commissioned surveys, sometimes on a regular basis.? The Efficiency Unit’s study of carcer
management and succession planning drew upon a survey of 4,000 civil servants which it had
commissioned.* A recent evaluation of performance-related pay for the Senior Salaries Review
Body included a survey of senior civil servants.* However, Mr Waldegrave saw these surveys as
being in a different category from the Sub-Committee's proposal.’ The Government advanced
three main reasons for objecting to the Sub-Committee's proposed attitude survey:

(i) The questions which the Sub-Committee would ask were political, or would be per-
ceived as bearing on political debate givcn their origin in Parliament, which is “by its
nature, an arena of political debate™® the questions pertained to Civil Service reform
which was a_matter of party political controversy, comparable to asking the views of
Treasury civil servants on the Exchange Rate Mechanism, Northern Ireland civil ser-
vants on the Anglo-Irish agreement or staff’ of the Child Support Agency on child

maintenance.’

(i) 1t would be wrong to seek to ascribe, in a measurable way, opinions to civil servants
on matters of political debate or controversy, since this would give the Civil Service a
“persona” and thus draw it into the party political debate;® Sir Robin Butler warned
that “if you seck to separate the Civil Service as an independent body of opinion from
Ministers then Ministers will want to ensure sooner or later that that body of opinion
is amenable to them and that will lead to the politicisation of the Civil Service”.

(ii1) Even if the Sub-Committee acted in a responsible manner, as the Government accepted
the Sub-Committee was secking to do.! agrecing to the proposal would set a precedent
for other, less responsible surveys by outside organisations and would thus be the start
of “a dangerous slippery slope”.*!

59. We remain unconvinced by the Government's arguments against the survey. We agree
about the paramount importance of the political impartiality of the Civil Service and the need
to prevent it becoming a “political football™.!2 However, we are not convinced that most of the
draft questions which we provided to the Government are as politically controversial as the
Government suggests. The proposed questions sought the views of civil servants on their work
and role in the light of recent changes.! We note that the survey commissioned by the
Efficiency Unit invited responses to the controversial proposition that “the public service ethos
is being eroded”." and that a survey by HM Customs and Excise solicited staff opinions on
the Government's Next Steps initiative.”™ We believe that the Government’s analogics are mis-
placed. There is a self-evident difference between asking the views of civil servants on the mer-
its of a policy which affects others, such as the Anglo-Irish Agreement or the Child Support
Act, and asking their opinions on the effects of a policy with a direct effect upon them as
employees. This emphasis was indicated by the proposed sample which excluded the senior
ranks of the Service.'® Morcover, the proposed questions were not intended to be the iast
word. The Sub-Committee indicated a willingness to enter into discussions with the

I Staff Attitude Survey 1994, HM Treasury; Minutes of Evidence taken before the Treasury and Civil Service Commitiee on
Tuesday 12 July 1994, Departmental Report of the Chancellor of the Exchequer’s Departments, HC (1993-94) 593, Q11 (Sir
Terence Burns and Mr Paul Gray). Our request for the full results of this survey was refused by the Chancellor of the
Exchequer, QQ2400-2401 (Mr Waldegrave); HC (1993-94) 593, QQI-10, 12 (Sir Terence Burns).

2 HC Deb., 7 July 1994, col. 275w (Department of Employment); HC Deb., 11 July 1994, col. 449w (Scottish Oflice).

3 Carcer Management and Succession Planning Study, p. 105. The full Report of this Survey by P-E International was pro-
vided to the Sub-Commuittee at its request and was placed in the Library of the House of Commons.

4 HC (1993-94) 27-11L. p. 4 (Senior Salaries Review Body); Review Body on Senior Salaries: Annex to the Sixteenth Report
on Senior Salaries, Evaluation of the Performance Related Pay Scheme for Grade 2 and 3 Civil Servants by Hay
Management Consultants, Cm. 2465, pp. 45-60.

5 HC (1993-94) 460, p. 6.

6 ibid,, pp. 6, 10; Q2018 (Sir Robin Butler).

7 QQ2006 (Sir Robin Butler), 2356 (Mr Waldegrave): HC (1993-94) 460, p. 6 (Mr Waldegrave); QQ2358, 2394 (Mr
Waldegrave).

8 QQISES, 1889, 1892 (Mr Waldegrave). 2005 (Sir Robin Butler), 2356, 2367, 2394, 2564 (Mr Waldegrave).

9 Q2024

10 QQIB79 (Mr Waldegrave). 2019 (Sir Robin Butler).

11 QO1880, 1882 (Mr Waldegrave), 2007, 2012 (Sir Robin Butler).

12 HC (1993-94) 460, pp. 3, 6.

13 ibid., pp. 4-5.

14 Survey on Career Management and Succession Planning in the Civil Service, Vol 1. p. 56.

IS Voice II: Views and opinions in Customs and Excise; the relevant propositions were that “Executive Units have given local
managers and stafl greater freedom to manage™ and that “the introduction of Executive Units has caused inconsistencies™.
16 HC (1993-94) 460, p. S.
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Government about the desirability of particular questions. This is one reason why we find the
Government's argument relating to precedent unconvincing. We fail to comprehend why a
responsible survey by a Sclect Committee should be seen as setting a precedent for an irrespon-
sible survey by others, particularly while the Government claims a power to prevent civil ser-
vants from answering surveys.!

00. We regret the position adopted by the Government on the Sub-Committee’s proposed
attitude survey which marred an otherwise constructive approach to the inquiry. We believe it
reflects a lack of appreciation by the Government of the role and position of Select
Committees. We believe such a survey would not only have assisted us in preparing our
Report, but would have been of longer term benefit to Parliament, the Government and ulti-
mately the Civil Service. We recommend that the Government co-operates with the commissioning
of any attitude survey of civil servants by the Treasury and Civil Service Committee as part of
any future inquiry into the Civil Service.

(iv) The scope and structure of the Report

61. The Civil Service is an immense, and very diverse, organisation. All aspects of its role,
tasks and work could not be examined in a single inquiry. The Sub-Committee began its work
in an exploratory vein, and did not establish formal terms of reference. This enabled the Sub-
Committee to respond to issues which arose in the course of the inquiry and to allow its
agenda to be shaped by the evidence it received. However, in July 1993 we agreed an interim
Report which set out the main issues which appeared to be important in order to shape and
stimulate the conduct of the inquiry and the collection of evidence.2 As we explained then,? the
inquiry did not extend to the Diplomatic Service and the Northern Ircland Civil Service,
although we believe that many of the conclusions and recommendations of this Report will be
applicable to those two services.

62. The remainder of this Report falls into three sections which reflect the main themes and
priorities which have emerged during the inquiry. The first explores the values and principles
which are said to unify the Civil Service, whether they can and should be maintained and the
framework required to maintain them. In the next section we consider the structures and forms
of organisation best suited to the fair, effective and efficient performance of the tasks of the
Civil Service. Finally, we turn to the men and women of the Civil Service, its human resources-
the qualities they need, the motivation and reward they deserve, and the ways in which they
should be selected, trained and promoted.

B. A FRAMEWORK FOR UNDERPINNING THE VALUES OF THE SERVICE
1. A UNIFIED CIVIL, SERVICE?

03. Nearly one hundred and fifty years ago the Northcote-Trevelyan Report produced a
blueprint for a modern, unified politically impartial Civil Service. That Report envisaged a
Civil Service whose unity would be fostered by uniform methods of recruitment and systems of
promotion across departments.* This vision was largely achieved in the carly part of the pre-
sent century.® The Fulton Report of 1968 sought to reinforce the unity of the Civil Service
through shared methods of recruitment and shared structures for pay and grading.® In the last
six_years the theory of an organisationally uniform Civil Service has been replaced by a
Government vision of a Civil Service made up of “a federal structure of more autonomous
units™.” Recent developments have led some to suggest that, in consequence, there is no longer
a unified Civil Service.* Lord Bancroft of Coatham, a former Head of the Civil Service, has
warned of the danger of the break up of the Civil Service.?

1 QQIB81L, 1887 (Mr Waldegrave, Mr Richard Mottram).

2 Sixth Report from the Committee, The Role of the Civil Service: Interim Report, HC (1992-93) 390.}

3 ibid., para. 3.

4 Report on the Organisation of the Permanent Civil Service. Sce also, “The Main Reports on the British Civil Service since
the Northcote-Trevelyan Report”, The Civil Service: Vol 3(2): Surveys and Investigations (1968), p. 426.

5 HC (1993-94) 27-11, p. 13 (Dr Peter Barberis).

6 Report of the Committee on the Civil Service, Cmnd. 3638, paras. 67, 196.

T Developments in the Next Steps Programme: The Government reply to the Fifth Report from the Treasury and Civil Service
Committee, Session 1988-89, Cm. 841, p. S.

8 HC (1992-93) 390-11. p. 318 (Professor Richard Chapman); QQ1612, 1618 (Mr John Garrett): HC (1993-94) 27-111, p. 35
(Mr Nevil Johnson).

9 HL Deb.. 6 June 1994, cols. 969-971.
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64. The Government contends that the Civil Service remains unified despite the changes
which it has introduced. Sir Robin Butler spoke in 1989 of a Civil Service which should be
“unified, but not uniform™! Mr Waldegrave restated that approach, speaking of “a much
greater varicty of structures” within “a common paradigm”.2 Sir Robin Butler suggested that
there were five elements to this “common paradigm™, five values which applied to all civil ser-
vants and unified the Service: impartiality, integrity, objectivity, selection and promotion on
merit, and accountability through Ministers to Parliameni.® These “key principles” outlined by
Sir Robin Butler have been restated in the recent Civil Service White Paper.® If these values are
to form the basis of a unified Civil Service, it is essential that they should accurately reflect the
requirﬂcmcnls of the tasks of civil servants, that they conform to the needs of the jobs to be
done.”

65. The Civil Service has a greater diversity of function than any other organisation in the
country, performing tasks from weather forecasting to economic forecasting, from the manage-
ment of conference facilities to the administration of social security benefits.® The most simple
factor unifying these varied tasks is that they are carried out for and under the political direc-
tion of the Government of the day.” Civil servants perform these tasks on behalf of the
Government while remaining organisationally distinct from the Government. This characteris-
tic is derived in part from the assertion in the Northcote-Trevelyan Report that:

“as matters now stand, the Government of the country could not be carried on without
the aid of an efficient body of permanent officers, occupying a position duly subordi-
nate to that of the Ministers who are directly responsible to the Crown and to
Parliament, yet possessing sufficient independence, character, ability, and expericnce (o
be able to advise, assist, and to some extent, influence, those who are from time to time
set over them™ ¥

The Government believes that if the Civil Service is cffectively to serve different
Governments of different political persuasions, it should be overw nelmingly composed of pro-
fessional civil servants who are politically impartial and thus able to command the confidence
of successive administrations.” Mr Waldegrave emphasised the importance which the
Goverment attached to this vision and the fact that it was shared by all Cabinet Ministers. !0

66. It has been questioned whether there is a necessary link between a Civil Service serving
successive administrations and a requirement for political impartiality and what precisely it
entails. Some other European countries such as France and Germany have long traditions of
interchange between careers in politics and public service and permit civil servants to have
identifiable political allegiances."' However, little evidence received by the Sub-Committee
argued for any dramatic move along these lines.!2 Some questioned whether political impartial-
ity in a British context amounted to much more than an avoidance of identifiable political alle-
giances, given that civil servants owe a loyalty to the Government of the day and have to take
account of the political stance of the Government in their actions. It has been contended that
“Ministers want, and have always wanted, partiality ... ‘Impartiality’ ... is simply the assump-
tion that civil servants are prepared to be partial to whichever party forms a government.”!3 It
has also been suggested that civil servants are required to demonstrate “a chameleon-like
behaviour™, comparable to “the neutrality of the barrister who serves every causc in turn
regardless of the rights or wrongs of the cause™.'* Others emphasised that there was more to
impartiality than service to Governments of different political persuasions. Civil servants
should strive for objectivity, an objective sense of the national interest. an avoidance of the

I Fifth Report from the Committee, Developments m the Next Steps Programme, HC' (1988-89) 148, para. SS.

2 QI809.

3 QQI01, 1999-2001, 2015-2016.

4 Cm. 2627, para. 1.3.

3 QQ357-358 (Sir Peter Kemp), HC (1992-93) 390-11, pp. 278-279 (Professor Sue Richards), 292, 295 (Ms Elizabeth
Mellon).

6 HC (1993-94) 593, QQ31-38; Next Steps Review 1993, Cm. 2430, pp. 69, 87, 106.

7 Cmnd. 3628, para. 13.

8 Report on the Organisation of the Permanent Civil Service.

9 Cm. 2627, para. 2.2.

10 QQ2522, 2524

IV Career Management and Succession Planning Study, pp. 121, 123,

12 A partial exception was the evidence of Dr William Plowden which is considered on the section on senior personnel.

13 HC (1993.94) 2711, pp. 23-24 (Dr Keith Dowding).

14 Seventh Report from the Treasury ard Civil Service Committee, Civil Servants and Ministers- Duties and Responsibilities,
HC (1985-86) 92-11. QQ525-529 (Professor Fred Ridley).
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partisan or doctrinaire.! The requirement to retain the confidence of possible future adminis-
trations should represeat a clear constraint on the nature of the commitment which civil
servants give to any one Government. Some evidence advanced the case for a permanent,
politically impartial Civil Service persuasively.? The Government considers that “the policy of
selection on merit as the basis of fair and open competition has endured and remains valid as a
means of providing an effective, non-political Civil Service™ .}

67. There are a number of other characteristics of Civil Service work which mark it out from
that of the private sector and help to explain the need for adherence to the values identified by
Sir Robin Butler. In 1914 a Royal Commission on the Civil Service observed that “the admin-
istration of Government differs, and must necessarily differ, from the activities of the business
world, both in the objects to which it is directed, in the criteria of its success, in the necessary
conditions under which it is conducted, and in the choice of instruments which it employs".*
This observation remains true today. Much of the work of the Civil Service is concerned with
the administration of services to the public within a legal framework.? This framework is laid
down by Parliament and the Government to provide equitable and predictable outcomes for
members of the public.® The Civil Service very often cannot determine its own customers in the
same way as the private scctor, being required to serve all people entitled to a service
equally.”In consequence, the Civil Service usually has to provide services on a national basis,
available to eligible members of the public wherever they may live.® Equally, the Civil Service
has to ensure continuity of service where it is administering entitlements or obligations laid
down by law.% The general legal and administrative character of much of the work of the Civil
Service is reinforced by the fact that it sometimes involves the use of force or coercion,'? or the
acquisition of confidential personal information.!!

68. These characteristics of Civil Service work are reflected in the methods of financing its
work. The Civil Service is subject to the disciplines of the public expenditure process. 1t does
not have the same direct or principal concern for the generation of profit as the private
sector.'? By and large, Civil Service functions are financed either from Government revenues or
borrowing or through charges for services provided to other parts of the public sector or to
members of the public obliged to purchase from the Government. While some Civil Service
functions might make a profit, they should not do so by abusing a monopoly position.'?

69. It is these characteristics of Civil Service work which make integrity and impartiality so
necessary. Impartiality is as important as an administrative concept as it is in a political
context. They are in many ways duties imposed by the nature of the work.™ Impartiality is
implicit in the delivery of services within a statutory framework. Integrity and probity are
especially important in the administration and use of the public’s money, requiring a clear
separation of public and private interests.!s This Committee agrees with the Committee of Public
Accounts that traditional standards of probity and integrity should not be relaxed in order to
secure economy and efficiency.'® They are not only compatible with an effective and efficient Civil
Service; they are essential to it.!”

70. It is possible to regard accountability as the logical concomitant of the other characteris-
tics of the Civil Service which have been identified. Because the Civil Service is largely funded

I HC (1993-94) 27-111, p. 6 (Sir Brian Hayes).

2 Q300 (Professor Peter Hennessy); HC (1993-94) 27-111. p. 6 (Sir Brian Hayes).

3 HC (1992-93) 390-11, p. 168 (OPSS). Sce also Cm. 2627, para. 2.8,

4 Fourth Report of the Royal Commission on the Civil Service, Cd. 7338, p. 83.

5 Q1670; HC (1993-94) 27-11, p. 131 (Sir Kenneth Stowe).

6 The Civil Service: Volume 2: Report of a Management Consultancy Group (1968), para. 309; Eleventh Report from the
Expenditure Committee, The Civil Service, HC (1976-77) 535-11, Q1825 (Sir John Hunt); Q2272 (Sir Anthony Battishill).

7 Q1739 (Mr Bill Breut).

8 HC (1976-77) 535-11. Q1825 (Sir John Hunt). For a discussion of the importance of a national network in the case of the
Vehicle Inspectorate and its linkage 1o its continuance as a Civil Service function, see Second Report from the Transport
Committee, Privatisation and Deregulation of Department of Transport Agency Work, HC (1993-94) 137-1, para. 39.

9 HC (1990-91) 496, para. 27; Q332 (Professor Peter Hennessy); HC (1992-93) 390-11, p. 294 (Ms Elizabeth Mcllon).

10 Q304 (Professor Peter Hennessy): HC (1993-94) 27-111, p. 42 (Sir Kenneth Couzens).

1 HC (1992-93) 390-11, p. 105 (Council of Civil Service Unions); HC (1993.94) 27-11. p. 247 (Inkand Revenue); Q2256 (Sir
Anthony Battishill).

12 HC (1990-91) 496, para. 27; Q1524 (Mr Charles Cox).

13 HC (1989-90) 481, para. 54.

14 HC (1993-94) 27-111, pp. 55-56 (Mr Clive Pricstley).

I5 Q1576 (Mr Robert Sheldon); HC (1993-94) 27111, pp. 37-38 (Mr Nevil Johnson), 43 (Sir Kenneth Couzens).

16 HC (1993-94) 154, para. §.

17 QQ1567 (Mr Robert Sheldon), 1976 (Mr Waldegrave).
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by the taxpayer and through the public spending process, it has to control and account for the
use of money to Parliament on behalf of the taxpayer.! Because the Civil Service is responsible
for administering laws passed by Parliament equitably and impartially, it should be held to
account in Parliament both for general administration and for particular cases. Because the
Civil Service serves a Government which is democratically elected and answerable to the elec-
torate, the Civil Service should be accountable to Ministers for developing and implementing
the Government's policies.

71. The British Civil Service has a unique constitutional role which derives from the nature
of the British polity. The United Kingdom has an uncodified constitution; it has no formal
separation of powers; it has no system of federal or regional government; and local authorities
dependent for their very existence upon national legislation.? In a lapidary comment, Lord
Callaghan described the Civil Service as “a bulwark of the constitution”.> Mr Waldegrave
recently echoed this remark, stating that “the Civil Service has a unique role maintaining our
unwritten constitution. It does not belong 1o one Government or party.™ The British Civil
Service has to be the servant of the Government of the day, but should not become its crea-
ture. It is expected to remain a source of robust and considered advice to Ministers, avoiding
the partisan or the doctrinaire, not only on policy generally, but also on matters of constitu-
tional propriety.® This role of the Civil Service emphasises the importance of the principle of
“objectivity™ pinpointed by Sir Robin Butler. 1t also reinforces the salience of integrity as a
necessary characteristic of the Civil Service. The integrity of the Civil Service matters not only
to those who benelfit directly from particular services it provides and to the Ministers whom it
advises. 1t matters to Parliament and the clectorate who depend upon the good faith of civil
servants and Ministers and a set of shared understandings between them to uphold the
integrity of our system of government.

72. 1t is our conviction that the values of impartiality, integrity, objectivity, selection and pro-
motion on merit and accountability should act as unifying features of the British Civil Service.
They are as important today as in the last century; their importance should not diminish in the
next century. We believe that the case for a permanent, politically impartial Civil Service is as
compelling now as it has been for well over a century. The principle of selection and promotion on
merit must represent the bedrock of such a Civil Service. The importance of the values of
integrity, impartiality, objectivity and accountability is rooted in the characteristics of the tasks
which the Civil Service is called upon to perform. These values reflect rather than inhibit the jobs
to be done. They are relevant to civil servants serving the public as well as to those serving
Ministers directly. They can and should act as a unifying force for the whole Civil Service.

IV. VALUES MAINTAINED?

(i) The impact of devolution on the values of the Service

73. The traditional structures of the Civil Service were, in the view of many, well-suited to
the maintenance and transmission of the essential values of the Civil Service. Dissemination of
these values depended in some measure on the feeling of a shared culture across the Civil
Service, fostered by common systems of recruitment and the regular posting of staff across
departments. This has been characterised as “socialization which encourages the highest
standards of integrity and public service as the most desirable qualities in public sector
management™.% This facilitated the transmission of standards which “do not come instinc-
tively”, but “must be taught, learned and then handed on™. This culture reflected and was
reinforced by hierarchical structures with “management by command™.8

I HC (1993-94) 27-111, pp. 107-108 (Sir Jack Hibbert); HC (1993-94) 27-11, p. 113 (Sir Kenneth Stowe); QQ 1603 (Sir John
Boumn), 1778 (Mr Bill Bret).

2 HC (1993-94) 27111, p. 98 (Professor Gavin Drewry and Dr Philip Giddings); HC (1992-93) 290-11, p. 282 (Professor
Norman Lewis); Q1668 (Sir Kenneth Stowe); HC (1993-94) 27-111, p. 66 (Professor John Stewart),

3 Q6.

4 HC Deb., 13 July 1994, col. 989.

3 QQ2092 (Sir Robin Butler). 2525 (Mr Waldegrave); HC (1993-94) 2711, p. 115 (Sir Kenncth Stowe); HC (1993.94) 27-111.
p. 6 (Sir Brian Hayes).

6 HC (1993-94) 27-111, p. 123 (Mr Barry O'Toole, quoting Professor Richard Chapman).

7 Lord Bancroft, HL Deb., 6 June 1994, col. 970.

8 Progress in the Next Steps Iuitiative: The Government reply to the Eighth Report from the Treasury and Civil Service
Committee, Session 1989-90, Cm. 1263, p. 15. See also QQI812 (Mr Waldcegrave). 2036 (Sir Robin Butler).
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74. In a recent Report the Committee of Public Accounts drew attention to “a number of
scrious failures in administrative and financial systems and controls within departments and
other public bodies” on which it had previously reported which represented “a departure from
the standards of public conduct which have mainly been established during the past 140
years™.! 1t drew attention to the need to ensure that proper stzndards were maintained at a
time of change in the public sector, noting a “failure to ensure that delegation of responsibility
is accompanied by clear lines of control and accountability .2 Mr Robert Sheldon. Chairman
of the Committee of Public Accounts, said that the purpose of the Repe s to 'raw atten-
tion, at an early stage, to a number of failings which had “a common th . "% He observed
that that Committee considered that there was “some correlation between what we SAW as
failings and what we saw as the changes in governmental administration”.* Sir John Bourn, the
Comptroller and Auditor General, expanded on this observation. First, he noted that risks
were inherent in 4 major programme of change, particularly one which involved new responsi-
bilities for many more people and organisations in the public sector.® Second, both he and
Mr Sheldon observed that a common feature of many of the failings detected by the National
Audit Office and highlighted by the Committee of Public Accounts was the involvement of
senior staff brought in from outside the public service, unaccustomed to the standards required
in thcbpublic service and the audit procedures associated with them, and not imbued with its
cthos.

75. Some evidence saw such failings as symptomatic of a wider conflict between the busi-
ness-oriented values of modern Civil Service managers and the public service cthos.” Mr Barry
O'Toole warned of the dangers of increasing corruption in the Civil Service, meaning “the
tainting, the debasing, the spoiling. and the perverting of expected standards”; as “business
methods™ spread, there would be fewer and fewer cTicials or Ministers “who put the interests
of society above their personal and political interests”.® Lord Callaghan similarly warned of the
danger that newer values such as cost-efficiency might be seen as replacements for traditional
values of impartiality, integrity and incorruptibility. He observed that “reforms and changes
always have their impact not only on the things you are changing but on the things you do not
change”.? He also emphasised that, in a much less homogeneous Civil Service than in the past,
the atmosphere would be less conducive to the transmission of shared values.' This view was
echoed by others. It was pointed out that the shared, almost intangible values of the Service
were linked in the past to more tangible features which civil servants across departments had in
common, including common pay and grading systems and methods of recruitment and promo-
tion. These tangible elements reminded civil servants that they served a common employer and
had common objectives. Some questioned whether the trend away from common systems of
pay, grading, recruitment and promotion might not undermine the sense of being a public ser-
vant with all that that should entail."! Mr Bill Brett, General Secretary of the IPMS, said that
“there is a sense in which our members feel marooned ... in some agencies, that they are no
longer ¥oing to be part of a Civil Service™; many doubted the reality of a unified Civil
Service.'? Lord Callaghan also suggested one other element of the modern Civil Service which
might undermine its shared ethos: that new civil servants were less inclined now to view a job
in the Civil Service as a career for life."® This trend applies not only to staff in agencies, but
also to candidates for the administrative fast-stream. '

76. The Government took issue with suggestions that its Civil Service reforms were damag-
ing the fabric of a unified Civil Service. The Government readily acknowledged that the
standards expected of civil servants were not as casy to transmit or supervise in more frag-
mented structures with greater devolution.!® Mr Waldegrave noted that the ethos of the

1 HC (1993-94) 154, para. 1.

2 ibid., para. 3, p. vii.

3 QIs8I.

4 QI1572.

5 QQ1575, 1600,

6 QQ1576, 1588 (Mr Robert Sheldon), 1600, 1602 (Sir John Bourn).

7 HC (1992-93) 390-11. p. 318 (Professor Richard Chapman).

8 HC (1993-94) 27111, pp. 123-124.

9 Q588.

10 Q621.

11 HC (1993-94) 27-111, pp. 44 (Sir Kenneth Couzens), 64 (Sir Geoffrey Chipperfield).

12 Q1694. Sce also the finding of Dr Patricia Greer that "Agency stall increasingly regard themselves as employees of their
particular arm of the Civil Service ... rather than as “civil servants™, HC (1993-94) 27-111, p. 96.
13 Q621.

14 Career Management and Succession Planning Study, para. 4.1; Q740 (Mrs Ann Bowtell).

15 QQ2035, 2554 (Sir Robin Butler).
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Civil Service was more casily maintained in its “heartland”, a point endorsed by others.! The
Government did not deny that the devolution of authority involved granting civil servants
more opportunities to make decisions, leading to more mistakes,2 but it contended that the
failings highlighted by the Committee of Public Accounts could not be causally linked to the
management changes introduced by the present Government and that the benefits from delega-
tion far outweighed the drawbacks.® Sir Kenneth Stowe took a similar view, arguing that the
Committee of Public Accounts was drawing attention to a danger of standards slipping “rather
than asserting that there has been a general decline in standards™.?

71. The Government also contested the idea that there had been a decline in commitment to
the essential values of the Service at an individual level. Sir Robin Butler said that “the huge
majority of civil servants belicve in them and subscribe to them” and that the values “go very
deep in our public service™.* Mr Michael Bichard argued forcefully that it was wrong to associ-
ate the introduction of Executive Agencies with a fall in standards. The traditional values of
the Civil Service were the bedrock of the values of the Benefits Agency.® Certainly, one should
not exaggerate the homogeneity of the pre-Next Steps Civil Service in organisational terms.” In
1986 the then Head of the Home Civil Service said that “Probably people find it difficult to
identify with a thing so large and so various as ‘the Civil Service™ 1 think they identify to a
degree with their departments, and probably identify even more closely with particular units
within their departments™.® The original Next Steps Report contended that “the concept of a
career in a unified Civil Service has little relevance for most civil servants, whose horizons are
bounded by their local office or, at most, by their department”.? Drawing on New Zealand’s
experience, Dr Graham Scott suggested that the gap between traditional methods of manage-
ment for maintaining values and newer methods was greater in theory than in practice when
viewed by individual civil servants.'” The Government fully accepted and indeed emphasised
that in a more pluralist and less hierarchical service it was vital to ensure that rules of conduct
and messages about standards were communicated, inculcated and audited effectively and that
it was “more important to be explicit about what is expected of people™ !

(ii) Relations between Ministers and civil servants

78. So far in this section we have examined the criticism that the ethos of the British Civil
Service and its traditional standards are being threatened by its fragmentation. There was also
voiced during the inquiry a concern that the standards of the Civil Service were being croded at
their most vital nexus--the relationship between Ministers and civil servants. It has been sug-
gested in evidence to the Sub-Committee and in other fora that there has been a weakening of
the moral compass of Ministers and civil servants, a greater willingness to contemplate actions
which are improper, an unhealthy closeness between Ministers and civil servants. Some exam-
ples have been drawn from matters under investigation by the Scott Inquiry, on which we do
not believe it would be appropriate for us to comment. Some drew on other examples. Lord
Jenkins described the payment of public money towards the then Chancellor of the
Exchequer’s legal expenses as “perfectly ludicrous™ and said “if you want an example of slight
deterioration of standards, 1 cannot believe that any Permanent Sccretary of mine would have
done that even if asked".!? The Chairman of the Committee of Public Accounts which
examined this episode admitted to his surprise at it.!

79. Some of the other evidence presented to the Sub-Committee related to alleged breaches
of the principles of political impartiality. These did not concern “politicisation” in the sense in
which it is most commonly understood. namely political appointments to the Civil Service,
especially at senior levels—a matter which we examine later. Rather, they related to actions by

1 QQ37 (Mr Waldegrave), 1669 (Sir Kenneth Stowe); HC (1993-94) 27-1i1. p. 42 (Sir Kenncth Couzens).

2 QQ1990-1991, 2035 (Sir Robin Butler).

3 QQI1991, 2028-2033 (Sir Robin Butler).

4 Q1663.

$ QQI1484, 1998.

6 Q2229.

7T HC (1993-94) 27-N11. p. 13 (Dr Peter Barberis).

8 HC (1985-86) 9211, Q867 (Sir Robert Armstrong).

9 Improving Munagement in Government: The Next Steps (Efficiency Unit, 1988), para. 12.

10 Q2335.

11 .QQIB12, 1816 (Mr Waldegrave), 1998, 2034, 2036 (Sir Robin Butler), 2527 (Mr Waldegrave), 2554 (Sir Robin Butler).
12 QQ867-86%.

13 Twenty-fifth Report from the Committee of Public Accounts, Payment of Legal Expenses Incurred by the Chancellor of
the Exchequer, HC (1992-93) 386; Q1593 (Mr Robert Sheldon).
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impartial career civil servants which, it was suggested, could amount to political partisanship.
The FDA commented that “the line between explaining a Government policy and defending it
is a perilously easy one to cross™.! Some evidence implied that there was a growing trend for
civil servants to take on a public representational role which might apparently involve advocat-
ing as well as simply explaining the policies of the present Government. Sir Brian Cubbon
feared that such activities left little room for impartiality and integrity. Mr Vernon Bogdanor
noted a growing trend to attribute certain views on policy to civil servants, a concern which
was shared by the FDA.? Lord Howe drew attention to the danger of civil servants becoming
identified with the interests of the administration as a result of overlong service in one post
with a high profile.}

80. Several witnesses suggested that the problem of political partiality in the Civil Service
had increased in recent years. Lord Callaghan expressed concern, drawing on the cases of
Northern Ireland before direct rule and France in the early part of the Fifth Republic, that the
Government was beginning to regard the Civil Service as its “private fiefdom™. He also argued
that “when you have a Government like the Government we had in the 1980s, which emanates
a very strong flavour, the Civil Service picks up the scent. Some are repelled by it, some are
attracted by it, and I think the Civil Service has become more politicised as a consequence of
this."™ He emphasised the impact on Ministerial attitudes of a lack of experience of opposition,
an experience which engendered greater respect for the Parliamentary system.* The only solu-
tion which he saw to these problems lay in a change of Government.% Professor Peter Hennessy
noted that many civil servants could have risen to the senior ranks without experience of the
changes of modes of discourse and of approach which were required under a Government of a
different political complexion.” Lord Jenkins also regretted the fact that civil servants were
reaching senior positions having served only one Government and thought this would make
some civil servants “trim before the wind", although many might welcome a change of
Government.® A former civil servant expressed the view that there had been “an increase in
what has been termed the creep or ‘courtier’ factor™.? A former assistant to a Leader of the
Opposition suggested that Opposition politicians had “come to fear that the Civil Scrvice is
coming too close to serving the political interests of the ruling Party”, citing examples of
alleged party political interventions by civil servants.'® The General Secretary of the FDA also
referred to an instance where a carcer civil servant had defended controversial Government
policies in direct response to Opposition criticisms and been upported by the Prime Minister
for doing so. She also said that she had been told by her r.cmbers of cases where they had
been ordered by senior civil servants to act in a way which they considered inconsistent with
the requirements of political impartiality."" Mr Michael Meacher, the Shadow Minister for
Public Service, argued that it was improper for civil servants to be employed in assisting back-
benchers to wreck a Private Members® Bill. On the other hand, Sir Robin Butler maintained
that the drafting of amendments to a Private Member's Bill was “not a question of political
impartiality”!2 and said that in the past, under Governments of different complexions, civil
servants had assisted with the drafting of amendments.!?

81. The Government argued that there had been no measurable change in relations between
Ministers and civil servants and that the Service had not been politicised.™ Mr Waldegrave has
recently asserted that the Civil Service would serve a Government of another party “with
exactly the same loyalty with which it has served us. Anybody who doubts that is casting an
aspersion against the Civil Service.”!® Sir Robin Butler acknowledged that the length of time
one party had been in power might give rise to scepticism about the continuing impartiality of

I HC (1992-93) 390-11, p. 40.

2 HC (1993-94) 27111, pp. 109 (Sir Brian Cubbon), 13 (Dr Peter Barberis), HC (1992-93) 390-11. p. 297 (Mr Vernon
Bogdanor). Q247 (Ms Elizabeth Symons).

3 Q544.

4 Q586.

5 QQ596-598.

6 Q587.

7 Q30s.

8 QQ850, 859, 861.

9 HC (1993-94) 27111, p. 93 (Mr Timothy Hornsby).

10 HC (1992-93) 290-11, pp. 300-301 (Mr Charles Clarke).

11 QQ226, 231-233 (Ms Elizabeth Symons).

12 Q2543

13 Q2546, HC(1993-4) 27-11. p.328. Correspondence between Sir Robin and Mr. O'Brien on this matter is continuing.
14 QQ56, 64 (Mr Waldegrave).

15 HC Deb., 13 July 1994, col. 992.
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the Civil Service, but was convinced that it would serve a Government of another party with
equal commitment, emphasising the deep commitment to such impartiality among civil ser-
vants,! Referred to one particular incident, when a civil servant briefed a minister's political
adviser on how local party organisations and MPs could criticize a pressure group, he admitted
that civil servants did occasionally overstep the mark, but he claimed such instances were rare.?
Others endorsed the Government's view. Lord Howe attributed any changes in attitudes in the
Civil Service to cultural changes which were not principally attributable to the Conservative
Government and did not believe civil servants were committed to the continuance in office of
one party.® Sir Kenneth Stowe, who was Principal Private Secretary to the Prime Minister at
the time of the last change of the party in Government, was confident that his successors
would be comfortable in handling the transition and that the most senior figures in the Service
could provide the necessary leadership at such a time.* Sir Brian Hayes took a similar view,
arguing that the change in habits of thought required by a different Government was “the sort
of professional challenge that civil servants relish™.$ Several witnesses observed that a closeness
between Ministers and civil servants was both natural and necessary and could develop both
quickly and to the benefit of administration.® Consideration of the case of Sir William
Armstrong and the prices and incomes policy of the Heath Government also indi rated that an
alleged transgression of the bounds of political impartiality by a civil servant need not be
related to the length of time one party has been in power.’

82. Some witnesses pointed to other developments which were seen as symptoms of a break-
down in relations between Ministers and civil servants and the traditional values and under-
standings which underpin them. The General Sccretary of the FDA referred to cases brought
to her attention of civil servants not being allowed to give advice to Ministers because
“"Ministers do not want to receive the policy advice of civil servants”. Some civil servants were
excluded from discussions on policy which were not party political in nature. Ms. Symons felt,
however, that it would be incompatible with her professional ethic as a trade union official to
disclose details of such cases. In a recent study based in part on interviews with serving and
recently retired civil servants, Dr William Plowden has contended that there has been “a wor-
rying deterioration, in some cases at least, in the working relationship between Ministers and
officials” caused by the reluctance of a growing number of Ministers to entertain unfavourable
advice and a consequent reluctance by officials to tender it.9

83. Mr Waldegrave and Sir Robin Butler vigorously contested the notion that the vari-
ous incidents cited could be drawn together to form a coherent and convincing case that
the values of the Service were, to any extent, being undermined. Sir Robin Butler said he
had not detected any reduced willingness on the part of Ministers to give fair consideration
to the advice of civil servants.' Any such action by a Minister would be improper and Sir
Robin would alert the Prime Minister to any concern he had about such an impropriety.!!
Mr Waldegrave saiu he was surprised by the comments of the FDA General Secretary on
this issue, and no formal complaint about the conduct of a Minister has been put to the
Government by the FDA."The Government has stated that the carly departures of Sir
Geoffrey Holland from the Department for Education and Sir Clive Whitmore from the
Home Office were not attributable to breakdowns in their relationships with their respec-
tive Secretaries of State.!’ Any sense there was of declining standards in the Civil Service
Sir Robin Butler and Mr Waldegrave attributed in very large measure to inaccurate report-
ing in the media. Sir Robin Butler criticised the generally negative approach to reporting

1 QQII, 134,

2 3Q2050-2052.

3Q563.

4 QQI671-1672.

5 HC (1993-94) 27-111. pp. 7-8.

6 QQ544 (Lord Howe), 587 (Lord Callaghan), 860 (Lord Jenkins). HC (1993-94) 27-111, p. 109 (Sir Brian Cubbon).
7QQ178-179 (Sir Robin Butler), 630-631 (Lord Callaghan); HC (1993-94) 27-111, p. 27 (Dr Geoflrey K Fry).

8 QQ1782-1790 (Ms Elizabeth Symons).

9 Dr William Plowden, Ministers and Mandarins (Institute for Public Policy Rescarch, 1994), pp. 102-109.

10 Q1479.

1 QQ2172, 1480 (Sir Robin Butler;.

12.Q1825: HC Dxb., 21 July 1994. col. 510w,

13 QQ1361-1362 (Sir Robin Butler), 1831 (Mr William Waldegrave). Sir Clive Whitmore told the Home Affairs Commiltee
in April 1994 that “my relations with the Home Secretary are of the very best and there is absolutely no question of my
leaving the Civil Service a few months carly because there has in any way been a deterioration in my relationship with the
Home Secretary™, Minutes of Evidence taken before the Home Affairs Comnittee. Home Office Annual Report, HC (1993-
94) 3774, Q25.
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on public service, with “too many brickbats, far too little praise”.! He argued that much
adverse comment on the Civil Service was not well-based, citing examples of press reporting
which he considered “disgraceful”, “prejudiced”, “prejudicial”, “selective” and “unfair™.? He
expressed concern about “the croding, demoralising effect™ such reporting had on the Civil
Service.’ He thought some of the criticisms of standards in public life were ill-based and would
not last, although he acknowledged a “big task™ in seeking to remove any public distrust of
standards which did exist.*

(iii) Conclusions

84. Concern about standards in the Civil Service is not limited to those outside Government.
A survey commissioned by the Efficiency Unit of over 4,000 civil servants found “a belicf that
the public service cthos is being eroded”. According to the independent organisation which
conducted the survey, “this negative finding was significantly stronger than any other and must
be of concern to those responsible for the management of the Service”.’ Like some of the evi-
dence presented to the Sub-Committee, this finding is worrying but inconclusive. We share the
Government’s view that the Next Steps reforms are in principle compatible with the maintenance
of the traditional values of the Civil Service. However, the devolution of authority within the Civil
Service and the disappearance of traditional structures of control reinforces the need for greater
vigilance about standards throughout the Civil Service. The disappearance of many tangible com-
mon features of careers in different parts of the Civil Service reinforces the importance of the less
tangible shared values, and emphasises the need to make those shared characteristics better known
and understood throughout the service.

85. Loyal and effective service to a Government of a different political complexion after so
many years serving administrations from the same party would require some readjustment for
those civil servants engaged in policy advice. We consider that it requires careful preparation
and leadership from the most senior ranks of the Service, which should be actively supported
by their current political masters, and we propose some practical steps which should be taken
later.® However, we have little doubt that civil servants would be able to demonstrate the same
level of commitment to any incoming Government and we believe that the commitment of the over-
whelming majority of civil servants to the principle and practice of a politically impartial Civil
Service is undiminished.

86. There is almost universal agreement that the essential values of the Civil Service should
be preserved and that it is the duty of every Government to pass on to its successors a Civil
Service with these values intact. The present Government has committed itself to carrying out
this duty and believes that it is succeeding in maintaining the essential values of the Service.
Others have expressed considerable doubt about whether these standards are being upheld in
practicc. We believe that, on a matter of this importance, the public has a right to expect that the
essential values of the Civil Service are being upheld.

V. CREATING A NEW FRAMEWORK

(i) The Armstrong Memorandum

87. The British system of Government has a considerable range of written guidance and
rules; it does not have a single document subject to an authoritative interpretation.” The frame-
work for maintaining standards in the Civil Service and the system of Government which it
serves is laid down in a series of documents governing the conduct of civil servants.® These are
supplemented by occasional guidance, such as that issued at the time of General Elections,
local clections and European elections.” We examine the key documents, their authority, their
contents and the methods by which the standards laid down in them are maintained and
enforced.

1 QQIB3I (Mr Waldegrave), 1992 (Sir Robin Butler).

2 QQ2010, 2047, 2053.

3 Q20s6.

4 Q2083.

5 Carcer Munagement and Succession Planning Study, p. 108.

6 Sce paragraphs 226-228.

7 HC (1993-94) 27-111, p. 23 (Dr Keith Dowding).

8 For a full list, see HC (1992-93) 390-11. pp. 36-37 (Sir Robin Butler).

9 HC Deb., 28 April 1994, cols. 254-255w; HC (1993-94) 27-11. pp. 222-225 (Cabinet Officy).
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88. The most important guide to civil servants on their conduct in relation to Ministers is
the Note first issued by the then Head of the Home Civil Service in 1985 entitled “The Duties
and Responsibilities of Civil Servants in Relation to Ministers”, known after its author as the
Armstrong Memorandum.! It was prepared by Sir Robert Armstrong with the consent of the
Prime Minister in consultation with Permanent Secretaries in charge of Departments and
issued with their agreement.” It appears to have no authority beyond that of the Cabinet
Secretary of the time, a matter which has caused concern to the FDA.Y It was first issued in
the wake of the trial of Mr Clive Ponting. The Government stated that it was not intended to
break new ground, instead sccking to restate long-standing principles.* The Armstrong
Memorandum was the focus of an inquiry by our predecessors in 1985 and 1986. The Report
of the then Treasury and Civil Service Committee reflected the widespread view expressed in
evidence that the Armstrong Memorandum was a correct statement of the constitutional posi-
tion as it had been understood throughout this century and even earlier, but the Committee
questioned its adequacy as an appreciation of existing political and constitutional realities.’
The Committee did not endorse the Armstrong Memorandum, nor do we believe it accepted its
adequacy to the extent that the Government has subsequently implied.®

89. The purpose of the Armstrong Memorandum was to make clear to civil servants who
might have dealings with Ministers how they should respond in certain situations they might
face. Accordingly, it was intended principally for senior civil servants.” Sir Robin Butler
thought the Armstrong Memorandum had “stood the test of time very well”; he was not
conscious  of any inadequacies or defects which might necessitate amendments.?
Mr Waldegrave also saw it as “a pretty good statement of what the ethical situation is and
should be”, considering it “a powerful document™.® This view was shared by others.!?

90. The Armstrong Memorandum is forthright in describing the nature and position of the
British Civil Service:

“Civil servants are servants of the Crown. For all practical purposes the Crown in this
context means and is represented by the Government of the day ... The Civil Service as
such has no constitutional personality or responsibility separate from the duly
constituted Government of the day ... The British Civil Service is a non-political and
professional carcer service subject to a code of rules and discipiines.”!!

It is common ground that the Civil Service defies an casy universally applicable definition
and a civil servant has no specific legal status as is the case in France,'? but the statement that
“the Crown in this context means and is represented by the Government of the day” has given
risc 10 some controversy® . The FDA expressed a separate concern that the statement that
“For all practical purposes the Crown in this context means and is represented by the
Government of the day™ was too sweeping. The FDA contended that civil servants had duties

I Cm. 2627, para. 2.36. The 1985 version of the Armstrong Memorandum is reproduced in HC (1985-86) 92-11. pp- 7-9. A
revised version was issued in 1987, HC Deb., 2 December 1987, cols. $72-575w.

2 HC (1985-86) 92-11. p. 7: HC Deb., 2 December 1987, col. $72w.

3 Fifth Report from the Treasury and Civil Service Committee, The Civil Service Pay and Conditions of Service Code, HC
(1989-90) 260, Q65 (Ms Elizabeth Symons).

4 HC (1985-860) 92-11, p. ) (Cabinet Office).

S HC (1985-86) 92-1, paras. 2.1-3.8.

6 HC (1989-90) 260, para. 16; Q1118 (Mr Waldegrave); HC (1993.94) 27-11, p- 185 (Mr Waldegrave).

T HC (1985-86) 92-11, p. 1 (Cabinet Office); ibid., QQ4-5 (Sir Robert Armstrong); Q2001 (Sir Robin Butler).

R QI08. Sce also Q2026.

9 Qi18,

10 Q2190 (Mr Michael Bichard), HC (1993-94) 27111, p. 8 (Sir Brian Hayes).

11 HC Deb.. 2 December 1987, cols. $72- 573w,

12 The Treasury defines a civil servant as “a servant of the Crown working in a civil capacity who is not: the holder of a
political {or judicial) office; the holder of certain other offices in respect of whose tenure of office special provision has been
made; a servant of the Crown in a personal capacity paid from the Civil List”, HC (1992-93) 390-11, p. 261; HC (1993-94)
27-H1. p. 72 (Professor Anne Stevens). For previous Parliamentary and Governmental consideration of the definition of a
il servant, see Eleventh Report from the Expenditure Committee, The Civil Service, HC (1976-77) 535-1, Appendix,
“Definition of a Civil Servant™; The Civil Service: Government Observations on the Fleventh Report from the Expenditure
Compmittee, Session 1976-77, Cmnd. 7117, paras. 107-109; Fourth Report from the Treasury and Civil Service Committee,
Civil Service Manpower Reductions HC (1979-80) 71211, p. 128129, 131-133 (Civil Service Department); HC (1985-86) 92-1,
para. 3.4; Civil Servants and Ministers: Duties and Responsibilities: Government Response to the Seventh Report from the
Treasury and Civil Service Committee, Session 1985-86, Cmnd. 9841, para. 8.

13 QQ20, 1114 (Mr Waldegrave), 114-115 (Sir Robin Butler), 330 (Professor Peter Hennessy), HC (1985-86) 92-1, para. 3.2;
HC (1989-90) 260, Q27 (Mr Peter Stokes); Eighth Report from the Treasury and Civil Service Committee, Progress in the
Next Steps Initiative HC (1989-90) 481, para.l; HC (1993-94) 27111, pp. 86 (Mr David Faulkner, Dr Colin Crouch, Dr
Mark Freedland, Dr Desmond King), 112 (Charter $8).
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other than their duties to the Government of the day, such as their duty to obey the law, spe-
cific duties imposed by law and duties as members of professions, which, by their nature, had
to qualify loyalty to the Government.! The Government has responded to the FDA's concern
in the following terms:

“The Armstrong Memorandum cannot be given the interpretation that a civil servant
has no duties except to the Government of the day. As well as having the normal obli-
gation of any employee to give honest and faithful service, to obey the lawful orders of
his employer and to act in a manner consistent with the bond of trust and confidence
between employer and employee, civil servants have a number of duties including, like
any other citizen, a general duty to obey the law and to deal honestly. They may also
have specific professional duties, for example as doctors or lawyers. Equally they may
have dictates of conscience which are individual to them. The Armstrong
Memorandum fully recognises that all these exist and is indeed designed to give guid-
ance on what to do if civil servants feel that they are being given instructions which
conflict with them. None of this is inconsistent with saying that civil servants are
subservient to Ministers as the representatives of the Crown in Parliament ..."2

We believe this response by the Government to the FDA’s points is very clear. Indeed, in
clarity it exceeds the Armstrong Memorandum itself.

(ii) The Civil Service Management Code

91. The Armstrong Memorandum is intended to deal principally with the particular issucs
raised for civil servants by relations with Ministers. The conduct and standards required of the
Civil Service more generally have been laid down in a series of codes applying to all civil ser-
vants of which the most recent is 7he Civil Service Management Code. Each of these has been
issued by the Minister for the Civil Service under powers granted by successive Civil Service
Orders in Council.® The predecessor of the Management Code, The Civil Service Pay and
Conditions of Scrvice Code, was described in 1990 by the FDA as “the nearest thing to a con-
tract that a civil servant has”, a view which was broadly endorsed by Sir Robin Butler.* The
new Management Code was introduced in 1993 as part of the moverent towards delegated
authority for personnel management within the Civil Service.S Its aim was “to provide a con-
cise and accurate statement of the centrally issued terms and conditions which must be applied
by management to all civil servants, regardless of the department or agency within which they
work™. Previous documents contained non-mandatory guidance on good management practice.
The new Management Code was intended to disentangle the contractual elements and thus
remove confusion.b Sir Robin Butler considered it a “compact document” which was “handy
to use™.” Mr Mottram noted that the Management Code was mandatory, had a clear status
and provided clear guidance on how civil servants should conduct themselves.8 Mr Waldegrave
emphasised that the new Code did not differ substantially from The Civil Service Pay and
Conditions Code in its instructions on conduct.? These general rules are elaborated in rules and
guidance for civil servants operating in particular fields and for each Department or Agency. !0
The Government stressed the importance of disseminating such rules of conduct and ensuring
that they were available to all civil servants in accessible form "' Mr Waldegrave believed it
was essential that the Management Code and the Armstrong Memorandum which it now
incorporates “are regarded by every civil servant as carrying very great authority indeed”; he
believed these documents were sufficiently authoritative.!

1 QQ269, 1713 (Ms Elizabeth Symons); Discussion Paper on Proposed Code of Ethics (FDA, February 1994), paras. 1.7-1.16.
This issue was raised by the FDA in 1990 when the phrase appeared in The Civil Service Pay and Conditions of Service Code
without the claboration of the other duties of civil servants contained in the Armstrong Memorandum. The Commiittee rec-
ommended that the Code should cross-refer to the Armstrong Memorandum, HC (1989-90) 260, paras. 13-18. The Civil
Service Pay and Conditions of Service Code has now been superseded by The Civil Service Management Code which incorpo-
rates the Armstrong Memorandum.

2 Cabinet Office Memorandum to the Scott Inquiry in response to the FDA submission. This document was placed in the
Library of the House of Commons in response to a request by the Chairman of the Sub-Committee.

3 Civil Service Order in Council 1991, section 6 (a).

4 HC (1989-90) 260, para. 5.

S HC (1992-93) 390-11, p. 259 (HM Treasury).

6 HC (1992-93) 390-11, p. 36 (Sir Robin Butler).

7QQI10, 1449,

8 QIS

9 HC (1993-94) 27-11, p. 185,

10 Q2015 (Sir Robin Butler).

11 Q2528 (Mr Waldegrave and Sir Robin Butler).

12 Q1846.
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(iii) Questions of Procedure for Ministers

92. The third important document in this context is Questions of Procedure for Ministers,
which approaches the vital, symbiotic relationship between Ministers and civil servants from
the perspective of Ministers. In 1986 our predecessors noted that “loyalty should not be a one
way strect” and called upon the Prime Minister to “formulate and publish guidelines for
Ministers which would sct out their duties to Parliament and responsibilities for the Civil
Service™.! In its reply the Government rejected the recommendation, arguing that Ministers
were “well aware of the principles that should govern their dutics and responsibilities in rela-
tion to Parliament and in relation to civil servants.” It then set out the relevant duties of
Ministers.” These duties were then quoted in the revised 1987 Armstrong Memorandum.? In
May 1992 the Government responded positively to the Committee's earlier recommendation,
publishing Questions of Procedure for Ministers. having revised the document prior to publica-
tion.* This document has been issued to Ministers on a confidential basis by successive Prime
Ministers since Mr Clement Attlee. According to Professor Peter Hennessy, it was only issued
under the authority of the Prime Minister of the day and did not have the status of a “consti-
tutional convention™* an issue which concerned the FDA.® However, the Prime Minister's
decision to publish Questions of Procedure for Ministers was welcomed by Professor Hennessy,
who thought it would make the future of the guidance more secure and Ministers more likely
o tak;: note of it.” and by Lord Callaghan, who “could see no reason why it should be pri-
vate”’

93. In the context of relations with civil servants, the most important part of Questions of
Procedure for Ministers is paragraph 55, which reads as follows:

“Ministers have a duty to give fair consideration and due weight to informed and
impartial advice from civil servants, as well as to other considerations and advice, in
reaching policy decisions; a duty to refrain from asking or instructing civil servants to
do things which they should not do; a duty to ensure that influence over appointments
is not abused for partisan purposes; and a duty to observe the obligations of a good
employer with regard to terms and conditions of those who serve them. Civil servants
should not be asked to engage in activities likely to call in question their political
impartiality, or to give rise to the criticism that people paid from public funds are
being used for Party political purposes.”

Some considered this statement satisfactory. Lord Howe thought that the rules. “provided
they are applied by Ministers and civil servants alike with professionalism, courage and
integrity, are pretty good™.® Professor Gavin Drewry and Dr Philip Giddings thought that this
paragraph “states what is required very adequately™.!® Others were not satisfied. The FDA
contended that “there remains a doubt as to how far Ministers o*ve duties to their civil ser-
vants, and in particular whetier Ministers have any duty to support civil servants who are car-
rying out the responsibilities in a proper manner™.!' Dr William Plowden also considered the
current guidance for Ministers inadequate, since it *did not provide much of a standard against
which to test Ministerial actions (or inaction)™.!* Mr Vernon Bogdanor also believed the guid-
ance to be imprecise, suggesting that the statement that Ministers have a “duty to refrain from
asking or instructing civil servants 1o do things which they should not do™ was a tautology.!3
Lord Jenkins cast a revealing light on the impact both of the guidance and prolonged
Ministerial service when he said of Questions of Procedure for Ministers, “1 remember reading it
very carefully when | first became a Minister, and less carefully on all subsequent occasions. |
1HC (1985-86) 921, paras. 39.3.03.
2 Cmnd. 9841, paras. 10-12.

3 HC Deb., 2 December 1987, col. 572w: Minutes of Evidence taken before the Treasury and Civil Service Committee,
Duties and Responsibilities of Civil Servants in Relation to Ministers. HC (1987-88) 370-i, Q36 (Sir Robin Butler).

4 Q1857 (Mr Waldegrave). The document has been revised on one occasion since initial publication to take account of new
rules on Ministers” membership of Lloyd's, HC Dceb., 21 July 1994, cols. 551-553w.

5 QQ97. 317-325.

6 Q217 (Mt Christopher Dunabin). Sec also Q1647 (Mr John Garrett).

7QQ297, Ms.

8 Q620.

9 Q543

10 HC (1993.94) 27-111. p. 100,

HHC (1992-93) 39011, p. 40.

12.Q504; Dr William Plowden, Ministers and Mandarins (Institute for Public Policy Rescarch, 1994), p. 114
13 HC (1992-93) 390.11, p. 297.
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think from that point of view it is slightly like safety instructions in an aircraft; you do not
read them quite so keenly on frequent flights.™!

(iv) Internal resolution

94. The value of these documents is dependent upon the extent to which the values, princi-
ples and standards of conduct which they lay down are disseminated, understood and upheld
in practice. At the heart of the current system lies a commitment to and faith in the internal
resolution of issues raised in the guidance, usually at departmental level below that of the
Permanent Head of the Department.2 Sir Robin Butler stressed on several occasions that he
would expect most problems of an ethical nature faced by civil servants to be resolved by con-
sulting their immediate line managers who were “in the next room” and “casily approach-
able”  Mr Waldegrave considered it a prime objective “to create an atmosphere in
departments where a civil servant would not feel intimidated by going to his line management
to say: ‘I am being asked to do something wrong'. It should be deeply part of the management
culture of the Civil Service that the line management should take responsibility for this.™

95. These procedures applied in the case of instructions from Ministers which were felt to be
in any way improper. Sir Robin Butler said that if it were considered that an instruction was
improper, a civil servant would advise the Minister to withdraw the instruction and he or she
would do so.> He had little doubt that this system operated effectively in practice, even though
it relied upon the good faith of the Ministers and civil servants who operated it.® In 1988 he
suggested that it was “inconceivable” that a Minister would persevere in giving a civil servant
an instruction which was not in line with the constitution.” He adopted a similar view during
this inquiry.® He thought that it was “no’ likely that Ministers will reject our advice, particu-
larly on matters of propriety or legality, not least because they would put themselves in an
extremely vulnerable position if they did so™.? F'rom a Ministerial perspective, Mr Waldegrave
said that “you have to have a certain nerve to ask the British Civil Service to do something
that is wrong and outside its remit. They will tell you very firmly if you ask them and so they
should.”!® On a later occasion he said that “in my experience as a Minister since 1981 it is the
onc thing that makes Ministers instantly withdraw if there is a statement from a civil servant:
“You are asking me to do something that is not right’ or ‘Here is a propriety issue’ for the very
good reasons of self-preservation.”!! The Prime Minister made a similar point in his evidence
to the Scott Inquiry, in the context of Parliamentary questions:

“In my experience, if a Minister attempted to change a draft answer in any way that
was thought to be misleading, then the Civil Service would object. It a junior official
felt he was being overridden 1 think he would go to the Permanent Secretary and the
Permanent Secretary would object. The British Civil Service is a pretty rigid instrument
in dclzztcrmining that things are honest and truthful and I think it is the better for being
$0.”

This statement was warmly welcomed both by Sir Kenneth Stowe, who drew it to the Sub-
Comnmittee’s attention, and by Sir Robin Butler.!3

96. These procedures generally have no formal status. They are not described in the docu-
ments we have discussed above. They are confidential and usually take place orally. They do
not depend on any special provision in any of these documents, other than the duty of civil ser-
vants to give impartial and objective advice. They depend essentially upon what might be
termed the Civil Service’s powers of moral suasion. There are two exceptions to this general
informality—the procedures relating to certain advice on the use of public money from

1 QR66.

2 HC (1993-94) 27-11, p. 187 (OPSS).
3 QQI1443, 2061, 2066, 2539.

4 Q1859.

5 Q2061.

6 Q2082.

7 HC (1987-88) 370-i, Q40.

8 Ql16.

9 Q2075.

10 Q63.

11 Q1852.

12 HC (1993-94) 27-11. p. 130 (quoted by Sir Kenneth Stowe).
130 ibid; Q2061.
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Accounting Officers and the appeals procedures laid down in the Armstrong Memorandum.
Under the former procedure, an Accounting Officer (usually the Permanent Head of a
Department) is required to set out in writing his objection to any contemplated course of
action by a Minister “involving a transaction which an Accounting Officer considers would
infringe the requirements of propriety or regularity” and, if the Minister chooses to proceed
with the proposed course of action, to seek a written instruction. Having received the written
wnstruction, he is expected to comply with it, but inform the Treasury and communicate the
papers to the Comptroller and Auditor General. Similar provisions currently exist in relation
to actions which raise an issue relating to economy. efficiency and effectiveness, without the
same requirement to inform the Comptroller and Auditor General in all cases.! Following the
operation of the laiter procedure by the Accounting Officer of the Overseas Deveiopment
Administration in the case of the Pergau Hydro-Electric Project, the Government has accepted
a recommendation of the Committee of Public Accounts that papers relating to all cases where
Ministers have issued directions on matters involving prudent and economical administration,
efficiency and effectiveness should be communicated to the Comptroller and Auditor General
without defay.? These procedures are vitally important, as the Chairman of the Committee of
Public Accourts made clear.® Professor Peter Hennessy commented that “even the whiff of an
Accounting Officer’s Note in Whitehall stops a great deal of untoward financial malpractice
happening in the first place”* Sir Kenneth Stowe reinforced this point, saying that, when he
expressed dissatisfaction as an Accounting Officer, Ministers “would tend to listen and ask why
I was not very happy and I would explain and the problem would disappear. One was listened
to precisely because one was the Accounting Officer.”

97. Formal procedures also exist under the Armstrong Memorandum. The original
Armstrong Memorandum stated that, if a civil servant felt that certain actions “would raise for
him or her a fundamental issue of conscience”, he or she should consult a superior officer, “or
in the last resort the Permanent Head of the department, who can and should if necessary con-
sult the Head of the Home Civil Service”.$ The then Committee considered these procedures in
1986, finding there might be instances in which they would be “of little use” and recommend-
ing that the Head of the Home Civil Service should make it clear that he was “prepared per-
sonally to consider appeals from officials who have followed his procedures but whose
dilemmas remained unresolved”.” The Government accepted this recommendation.8 The
revised Armstrong Memorandum contains a two-stage procedure. First, a civil servant who
“considers that he or she is being asked to act in a manner which appears to him or her to be
improper, unethical or in breach of constitutional conventions, or to involve possible malad-
ministration, or to be otherwise inconsistent with the standards of conduct prescribed in this
Memorandum and in the relevant Civil Service codes and guides” should report the matter to a
senior officer, “and if appropriate to the Permanent Head of the Department”. Second, “a civil
servant who feels that to act or to abstain from acting in a particular way, or to acquiesce in a
particular decision or course of action, would raise for him or her a fundamental issue of con-
science” should consult a senior officer, may take the matter up with the Permanent Head of
the Department and “also has a right, in the last resort, to have the matter referred to the
Head of the Home Civil Service through the Permanent Head of the Department”.? The Sub-
Committee ascertained that the full procedures have been used only once since their introduc-
tion. This single case concerned conscientious reservations about a Government Department’s
approach to theoretical research. It was considered by the Permanent Head of Department and
then by the Head of the Home Civil Service. The subject matter did not involve a Minister.
Thus, the procedures have not been employed to refer a case to a Permanent Secretary, or
thereafter to Sir Robin Butler, on a matter of propriety.!” Sir Robin Butler considered that
this was because such concerns were resolved through the informal procedures described above,
rather than because the procedures were inadequate. !’

1 The Responsibilities of an Accounting Officer, paras. 13-14.

2 Seventeenth Report from the Committee of Public Accounts, Pergau Hydro-Electric Project, HC (1993-94) 155, paras. 46-
47, 52; Treasury AMinute on the Seventeenth 1o Twenty-first Reports from the Commiltee of Public Accounts 1993-94,
Cm. 2602, para. 13.

3 Q1582 (Mr Robert Sheldon).

4 Q324.

5 QQ1666-1667, 1673.

6 HC (1985-86) 92-11, p. 9.

7 HC (1985-86) 92-1, paras. 4.7, 4.16.

8 Cmnd. 9841, para. 19.

9 HC Dcb., 2 December 1987, col. 575w.

10 HC (1993-94) 27-11, pp. 187-188 (OPSS); Q117 (Sir Robin Butler).

11 QQI1S, 2061, 2066.
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98. Some other witnesses took a somewhat different view of the Armstrong Memorandum
procedures. As on a previous occasion,' the FDA contended that some civil servants were
deeply reluctant to use the procedures and that the failure to use the procedures could not be
seen as a sign of their success.? The FDA'’s argument was threefold: first, civil servants feared
that any use of the procedures would lead to adverse effects on the view of their performance
from more senior civil servants; second, the procedures required civil servants to go up the
chain of command down which the original instruction giving rise to concern had come; third,
civil servants were concerned that coraplaints might lead them to be “singled out and pilloried
by Ministers™.* Sir Robin Butler responded to the first two points in 1990, assuring the then
Committee that an appeal under the Armstrong Memorandum procedures would not be held
against an official or entered on his or her personnel record unless it were proved to be
frivolous or vexatious and pointing out that a complaint could be referred to a senior official
other than a line manager or reporting officer.* The FDA nevertheless believed that there was
a marked relusance to use the procedures, pointing to complaints which appeared to be suit-
able for the procedures where they had not been invoked and to the importance of the percep-
tions of civil servants about the possible consequences of using the procedures.> Mr Timothy
Hornsby, a former civil servant now working in local government, was also sceptical about the
absence of complaints under the Armstrong Memorandum procedures compared with the
number of comparable issues regularly raised with local government monitoring officers by
councillors or staff.¢

99. A separate but related point was also considered by our predecessors in 1990, The FDA
argued that the separate discussion in separate paragraphs in the Armstrong Memorandum of
two forms of appeals implied that only appeals on a fundamental matter of conscience could
be referred to the Head of the Home Civil Service, and not appeals against instructions which
a civil servant considered unlawful or unethical. Sir Robin Butler did not believe that there was
a practical distinction, since a matter of propricty or illegatity which could not be resolved at
departmental level would be a matter of conscience. The Committee welcomed this assurance,
but recommended that the Armstrong Memorandum be revised to state clearly that the right of
appeal to the Head of the Home Civil Service applicd to complaints on the grounds of illegal-
ity, impropriety and maladministration.” In response, the Government declined to revise the
Armstrong Memorandum itself, but proposed to amend the Code in order to clarify the issue.®
The Civil Service Management Code now states that “civil servants with a crisis of conscience,
for example in respect of an instruction to do something which appears to be illegal or
improper or which may raise questions of maladministration, have a right to appeal to the
Permanent Head of the Department and, in the last resort, to the Head of the Home Civil
Service”.? We are not convinced that this is a sufficient remedy for a lack of clarity in the
Armstrong Memorandum. We note that Sir Robin Butler himself drew a distinction between
situations where civil servants’ “consciences are troubled” and cccasions where “they are being
asked to do something contrary to constitutional conventions”.!” A subscquent exchange with
him confirmed the view that questions of propriety and legality are frequently understood as
more than a sub-set of fundamental issues of conscience, as the Government’s interpretation of
the Armstrong Memorandum implies. !!

100. A final concern about the Armstrong Memorandum procedures related to the suitabil-
ity of the Head of the Home Civil Service to act as an appellate authority and to his wider
position in the British constitutional system. Professor Peter Hennessy argued that, while the
posts of Cabinet Secretary and Head of the Home Civil Service were combined, it was inap-
propriate for the holder to act as the final appeal authority on matters of propriety and legal-
ity, since on any matter which was “central to the State” where the procedures might be

I HC (1989-90) 260, QQ33, 38, 40-41, 52 (Ms Elizabeth Symons, Mr Christopher Dunabin).

2.QQ230-231 (Ms Elizabeth Symons).

3 ibid.; Q1785 (Ms Elizabeth Symons).

4 HC (1989-90) 260, para. 35.

5 HC (1989-90) 260, QQ33. 38, 40-41, 52; QQ230-231, 1785 (Ms Elizabeth Symons).

6 HC (1993-94) 27-111, p. 93.

7 HC (1989-90) 260, paras. 37-38.

8 Fifth Special Report from the Treasury and Civil Service Committee, The Civil Service Puay and Conditions of Service
Code: The Government's Observations on the Fifth Report from the Committee in Session 1989-90, HC (1989-90) 617, para.
19.

9 HC (1993-94) 27-11, p. 188 (OPSS).

10Q113.

11 QQ2531-2532.
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invoked, the Head of the Home Civil Service would himself have been involved as Cabinet
Secretary.! Sir Robin Butler did not believe such cases would be difficult to handle. Where he
had a theoretical conflict of interest, he would ask the case to be handled by a senior colleague
not personally involved in the matter.2 Although this course of action is not referred to in the
Armstrong Memorandum, Mr Waldegrave considered it to be “jusi common sense”.? Professor
Hennessy also expressed concern about the extent of the influence which the Head of the
Home Civil Service and the Cabinet Secretary had arising from his role in relation to the
Armstrong Memorandum and more widely, describing him as “the supreme judge of whether
or not constitutional conventions are being broken™.* Sir Robin Butler rejected this notion,
contending that he was simply an adviser to the Prime Minister who decided and who was
accountable to Parliament.® Lord Callaghan confirmed from his own experience that the
Cabinet Sccretary would not be expected to reach a final decision on a matter of constitutional
significance.® Sir Robin stated that he would not expect his advice on a matter of propriety “to
be taken lightly and in my own experience it never has been™. He went on to say that he would
be prepared to resign to defend what he saw as constitutional propriety.” Mr Waldegrave did
not believe it was “plausible™ that the Prime Minister “would override” the Head of the Home
Civil Service on such a matter and averred that the resignation of the latter in such circum-
stances “would bring the Government down”.# When it was put to Sir Robin that the extreme
unlikelihood of his advice being refused gave him more power in practice than in theory, he
firmly rejected the suggestion that his post had “some constitutional significance™. His role was
simply that of an adviser to the Prime Minister, who would be called to account in Parliament
for any decision taken in defiance of his advice.? A similar issue was raised by guidance issued
to civil servants relating to elections, which was usually cleared by Ministers,'® although we
note that the Prime Minister has referred to such rules as having “been laid down by the
Cabinet Secretary™.!!

(v) The existing framework: conclusions

101. The Government believes that the documents we have described and the procedures for
monitoring and upholding their contents provide a satisfactory framework for maintaining the
essential values of the Civil Service: “the Government and its predecessors have consistently
taken the view that, within our constitutional arrangements, the standards and ethics essential
to the operation of the Civil Service, described in these documents, are well founded and well
understood™.!> We do not agree with this sanguine verdict. None of the documents examined
states the essential values of the Civil Service with sufficient clarity. Each document is directed to
a particular audience: the Armstrong Memorandum to civil servants dealing with Ministers; The
Civil Service Management Code to managers in the Ciyvil Service; Questions of Procedure for
Ministers to Ministers, None communicates a clear and simple message to all civil servants and to
the wider public about the standards to be upheld. The Armstrong Memorandum appears increas-
ingly dated. We do not believe it can be viewed as an authoritative summary of the constitutional
position and role of the Civil Service,. We welcome the publication of Questions of Procedure for
Ministers, but are not convinced of the adequacy of its instructions relating to Ministers’ dealings
with civil servants,

102. We have similar doubts about the existing mechanisms for upholding the standards enunci-
ated in these documents. In the last century Mr William Gladstone remarked that the British
Constitution “presumes more boldly than any other the good faith of those who work it”. This
remains true today, and it need be no reflection upon the good faith of the current gencration of
Ministers and senior civil servants to suggest that public trust in such a system is diminishing and
is likely to diminish further. The system for upward referral within Government of issues of pro-
priety and illegality is necessary but not sufficient. We believe that there is convincing evidence
that the existing procedures do not command the confidence of all civil servants. The preservation

1 Q329.

2Ql447.

3 QIssL

4 QQ297, 323.

5 Ql470.

6 Q605.

7QQ1474-1476.

8 QQI1852-1856.

9 Q02075.2081.

10 QQ2040-2043 (Sir Robin Butier).
11 HC Deb., 28 April 1994, cols. 378379,
12 Cm. 2627, para. 2.36.
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of the principles and values of the Civil Service is too important to be left to Ministers and civil
servants alone.

(vi) A new Civil Service Code

103. The Sub-Committee received several proposals for changes to or developments of the
existing framework for underpinning the essential values of the Civil Service. One of these was
the introduction of a new Code of Ethics or Conduct for the Civil Service. The FDA advanced
the case for a Code of Ethics in 1986 and its Annual Delegate Conference endorsed a draft
Code in that year.! The FDA renewed its call during the present inquiry and prepared a dis-
cussion document including a revised draft Code of Ethics.2 The proposal for a new Code of
Ethics has been supported by Lord Callaghan and Lord Bancroft, a former Head of the Home
Civil Service.? The advantages of the proposed Code were seen by its advocates as fivefold.
First, it was envisaged that the Code would have “some clear public status, public endorse-
ment, going beyond that of the Government of the day”.! Both Lord Callaghan and Sir
Kenneth Stowe considered that this additional authority could be secured by means of resolu-
tions within Parliament.’ Second, it was proposed that such a Code would have far wider cur-
rency than existing documents, being available both to all civil servants and to the public,
possibly as part of the Citizen’s Charter process.® Third, it was expected that the process of
drawing up and endorsing such a Code would entail a wider public and Parliamentary debate
on these matters than had been the case with earlier documents.” Fourth, it was argued that
such a Code could have greater clarity about the role, duties and responsibilities of civil ser-
vants than existing documents, principally because it would be a single document arising from
a sustained process of debate.® Finally, Lord Callaghan laid great stress on the vital role of
such a Code as a unifying force in an increasingly heterogenous Civil Service, a reminder to all
civil servants of their shared role and values, providing them with “a fresh mission” in the light
of revolutionary change.’

104. The Government's arguments against such a Code were based on the view that the cur-
rent Civil Service Management Code, incorporating the Armstrong Memorandum, was satisfac-
tory and could be said to amount to a code of ethics.! A worthwhile process of clarification,
simplification and consolidation had already taken place in drawing up the Civil Service
Management Code. Further consolidation, along the lines of the FDA Discussion Paper,
would produce a document both unwieldy and elitist in its concentration on relations with
Ministers and Parliament.!! Others shared the Government's scepticism about such a Code.
Some believed it would be superfluous, encouraging disputes over words and their interpreta-
tion.!> A former Permanent Sccretary believed such a Code would “diminish the individual's
responsibility for taking his own decisions and so lessen the respect which a Minister would
have for him”.13

105. We find the case for a new Civil Service Code convincing. We believe that the prepara-
tion, completion and distribution of such a Code would prove a timely statement of the
essential values of the British Civil Service. It would enable civil servants themselves and those
they serve—both Ministers and the public—to know what was expected of the Civil Service. It
would strengthen the hand of those who sought to maintain the essential values in the face of
perceived threats to those values. It would make more tangible the values which civil servants
hold in common. We believe that its effect could be particularly strong if it were a condition of
employment for all civil servants that they read the Code and conduct themselves in

I HC (1985-86) 92-1, para. 4.8; HC (1992-93) 390-11, pp. 43-45.

2 Q1698 (Ms Elizabeth Symons); Discussion Paper on Proposed Code of Ethics.

3Q616 (Lord Callaghan); H1. Deb., 6 June 1994, col. 970: “to my mind - alas - the time is coming when a code of ethics will
be cssential” (Lord Bancroft).

4 Q217 (Mr Christopher Dunabin),

5 QQ617 (Lord Callaghan), 1683-1685 (Sir Kenneth Stowe). See also HC (1993-94) 27.111, pp. 40 (Sir Peter Lazarus), 99
(Professor Gavin Drewry and Dr Philip Giddings).

6 Q1685 (Sir Kenneth Stowe); Discussion FPaper on Proposed Code of Ethics, para. 2.4; Q1693 (Ms Elizabeth Symons); HC
(1993-94) 27-111. p. 57 (Mr Clive Priestley).

7 QQ616-617 (Lord Callaghan), 1506 (Professor Norman Lewis); HC (1993-94) 27-111, p. 40 (Sir Peter Lazarus).

8 QQ206 (Ms Elizabeth Symons), 453 (Mr Charles Cochrane), 504 (Dr William Plowden); HC (1992-93) 390-11. p. 298 (Mr
Vernon Bogdanor).

9 QQ588, 621, 623, 632.

10 QQ118 (Mr Waldegrave and Mr Mottram), 2528 (Sir Robin Butler).

1QQ110, 112; HC (1992:93) 390-11, p. 36; QQ2001-2002, 2087 (Sir Robin Butler).

12 HC (1993-94) 27-111, pp. 45 (Sir Kenneth Couzens), 93 (Mr Timothy Hornsby).

13 HC (1993-94) 27-111, p. 64 (Sir Geoflrey Chipperfield).
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accordance with its provisions. We recommend that there should be a new Civil Service Code and
that it should be a condition of employment of all civil servants that they read the Code and con-
duct themselves in accordance with its provisions. It should be clear that this Code applies to the
staff of agencies as well as to those of departments.

106. 1t may be necessary to consider extending the principles of the Code to those working
for “quangoes”, especially in cases where such bodies have taken over work from government
departments. Relevant principles may also need to be considered in relation to private sector
organisations contracting for public work, in the same way that official secrecy requirements
are placed on defence contractors.

107. We discuss further below the procedures which we envisage for the preparation of such
a Code, but, to assist a wide debate on its contents, we annex a proposed new Code to this
Report.! As will be evident from this proposed Code, we do not believe it should be an exercise
in consolidation. It is not intended to replace The Civil Service Management Code or other
rules or guidance which the Government considers it appropriate to issue to civil servants as
employer. The new Code is intended as a more enduring statement of the role and duties of the
Civil Service. We believe that this proposed Code has three distinct advantages over existing
Codes: it has greater clarity about the essential values of the Civil Service and the duties and
responsibilities of civil servants and of Ministers in relation to civil servants; it applies to all
civil servants; and it is both concise and comprehensive. It notes that civil servants owe their
loyalty to the duly constituted Government “subject to the provisions of this Code”. It reminds
civil servants of some of the fundamental duties consequent upon their position, including the
paramount importance of obedience to and respect for the law. It contains a new duty upon
Ministers “to familiarise themselves with the contents of this Code and not to ask civil servants
to act in breach of it". It informs all civil servants of their duties in relation to public adminis-
tration, including the use of public money within their control. It reminds civil servants of their
dutics relating to the separation of public and private interests, political impartiality and confi-
dentiality. We recommend that the Government’s reply to this Report includes a full response to
the proposed new Civil Service Code annexed to this Report.

(vii) An independent appeals procedure

108. A second proposal put to the Sub-Committee to reinforce the framework for upholding
standards was the establishment of a new appeals procedure for civil servants concerned about
matters of propriety or cthical standards. The advocates of such a procedure suggested that it
would introduce a vital clement of independence into this field, involving a person or persons
outside the machinery of Government and thus disinterested.2 The FDA was particularly insis-
tent on the value of an independent procedure, believing that civil servants reluctant to use the
Armstrong Memorandum procedures would be prepared to utilise such “an alternative chan-
nel”.3 Others endorsed this view, Lord Callaghan believing such a procedure might give “com-
fort” to the Civil Service.* Another advantage of an independent appeals procedure in the view
of the FDA was that it would establish “case law from decisions in previous instances so that
such dilemmas were less likely to arise™. Finally, supporters of an independent appeals proce-
dure pointed to an apparent precedent in the establishment of an Ombudsman for members of
the security services. who were also Crown servants under Ministerial control b

109. The Government has long opposed this proposal. The essential argument of the
Government is that it would “greatly complicate the relationship between civil servants and
their Ministers”.” Sir Robin Butler has reiterated this view on several occasions, arguing in
1990 that it would be “very disruptive of the relationship between Ministers and civil servants;
it would be destructive of the confidence between them™.® In April 1994 he said that it “would
enshrine distrust between Ministers and officials”.? The Government deployed other arguments

I Annex 1, pp cxxvi-cxxvii.
2 Q329 (Professor Peter Hennessy): HC (1993-94) 27-111, pp. 14 (Dr Peter Barberis), 87 (Mr David Faulkner, Dr Colin
Crouch, Dr Mark Freedland, Dr Desmond King), 100 (Professor Gavin Drewry and Dr Philip Giddings).

3 QQ231 (Mr Christopher Dunabin), 1716 (Ms Elizabeth Symons).

4 QQ609 (Lord Callaghan), 1651 (Mr John Garrett).

$.Q230 (Mr Christopher Dunabin).

6 QQ329 (Professor Peter Hennessy), 543 (Lord Howe); HC ( 1993-94) 27-111, p. 100 (Professor Gavin Drewry and Dr Philip
Giddings).

7 HC (1985-86) 92-11. Q798 (Sir Robert Armstrong).

8 HC (1989-90) 260, Q109. Sec also HC (1987-88) 370-i, Q41.

9 Q2083.
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against such a procedure. It was suggested that it would be unnecessary to establish a new
structure since it was unlikely to be used and failure to use 4 new system would lead to further
pressure for change.! Lord Callaghan shared the Government's scepticism about the extent to
which a new procedure would be used.2 The Government argued that the stafl counsellor for
the security services was not a relevant precedent: he operated in a field where there were no
trade unions; members of the security services werc special because of the nature of their
duties; the procedure was intended to relate not to specific instructions but matters of general
anxiety.® Finally, it was pointed out that there were no comparable procedures in other coun-
tries with Westminster-type Governments.* Despite these objections, Mr Waldegrave said he
did not have a closed mind on the issue and would genuinely await this Committee’s recom-
mendations with an open mind.’

110. Our predecessors have considered the case for an independent appeals procedure on
matters of propriety, legality and ethics on two occasions. In 1986 the then Committee recom-
mended clarification of the right of appeal to the Head of the Home Civil Service, and went on
to say that “if this new arrangement is scen to be unsatisfactory in practice, we note the impor-
lant arguments for a system of external review and recommend that the question should then
be reconsidered”.® Its successor in 1990 suggested further improvements in the current system;
it did not accept that the lack of appeals under it meant that it was “faultless™: neither did it
accept the FDA’s view “that it proves conclusively the need for an independent appeals
body”.” We have concluded that the current procedures do not command sufficient confidence,
We find the Government's arguments against an independent appeals procedure unconvincing.
We accept that such a system might complicate relations between Ministers and civil servants,
but we do not see simplicity as a primary criterion in assessing the health of such relationships.
For example, there seems little doubt that judicial review has complicated the decision-making
process in Government, but this does not lead it to be viewed as a negative influence by the
Government itself.® We see no reason why the existence of such a procedure should engender
distrust between Ministers and civil servants, provided that they have a shared understanding
of expected standards in Government which is in turn shared by others. We also believe that
Parliamentary and public confidence in the system of Government is a more important consid-
eration. We believe that such confidence would be enhanced by the establishment of an inde-
pendent appeals procedure. We believe that an independent appeals procedure is an essential
component of the new Civil Service Code we have already recommended. A source of authori-
tative interpretation other than the Government of the day is a logical component of a new
Code with a greater authority than that of the Government of the day. We recommend that an
independent appeals procedure be established to consider actions or decisions in Government in
breach of the new Civil Service Code which are not considered capable of resolution within
Government,

I11. We now outline the main features of the new appeals procedure which would be laid
down in the proposed new Civil Service Code. First, we accept that the majority of doubts
about conduct, propriety and legality should be able to be resolved within Departments. We
also appreciate that the effectiveness of any system depends upon the capacity of civil servants
to develop an appropriate sense of what might be improper or unconstitutional. We do not
believe that it should replace the system of internal resolution described to us by the
Government. With an independent appeals mechanism established under the Code, we do not
believe that it is necessary to be too prescriptive about the form of internal procedures,
although we believe that the new appeals body should be consulted about such procedures.
Second, consideration by internal procedures should be a prerequisite for using the indepen-
dent appeals mechanism, and such appeals should only be permitted when all the internal
appeals procedures have been exhausted.

1 QQIN19 (Mr Waldegrave), 2083 (Sir Robin Butler).

2 Q009.

3 HC (1987-88) 370-i, Q42 (Sir Robin Butler); HC (1989-90) 260, Q109 (Sir Robin Butler); QQ1I19 (Mr Waldegrave),
2089-2091 (Sir Robin Butler).

4 Q2088 (Sir Robin Butler).

5QQI1859, 2531, 2534.

6 HC (1985-86) 92-1, para. 4.16.

7 HC (1989-90) 260, para. 43.

8 HC (1993-94) 27-11, pp.196-197.
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112. The Sub-Committee received various proposals for the form such an independent pro-
cedure might take. The FDA envisaged an Ethics Tribunal composed of Privy Councillors
from across the political parties, but viewed an Ombudsman as an alternative.! Professor
Gavin Drewry and Dr Philip Giddings argued that the final appellate authority for a Civil
Service Code could be the Parliamentary Commissioner for Administration. This was linked to
their advocacy of the jurisdiction of the Parliamentary Commissioner being exiended to cover
personnel issues.2 This last matter has recently been considered by the Select Committee on the
Parliamentary Commissioner for Administration, which decided to await the outcome of this
inquiry before reaching a final decision.’ It is a principle set down in the Civil Service
Management Cede that “Civil servants have a right of appeal against management decisions
that affect them adversely™ and there exists a Civil Service Appeal Board, including representa-
tives of management and trade unions and an independent element, to consider appeals on per-
sonnel matters.? Individual civil servants also write to the Head of the Home Civil Service on
personnel management issues and it is Sir Robin Butler's policy to deal with all such cases per-
sonally.’ These procedures are scparate and distinct from those under the Armstrong
Memorandum.®* We have not examined these procedures and cznnot comment on their effec-
tiveness. Nevertheless, we note that, as presently constituted, the powers of the Parliamentary
Commissioner for Administration are distinct in characier from the other procedures under
consideration. He considers complaints from members of the public about maladministration
which affects them as citizens. The other procedures under consideration are concerned with
examining matters raised by civil servants. On balance, we believe that the new appeals proce-
dure we have proposed under a new Civil Service Code should remain separate both from the
work of the Civil Service Appeals Board and that of the Parliamentary Commissioner for
Administration. We therefore belicve that the final appeal available to an aggrieved civil servant
who has exhausted all the internal procedures should be to the independent and strengthened body
of the Civil Service Commissioners. The proposed new Code annexed to our Report includes
references both to the avoidance of maladministration and to the proper, effective and efficient
use of public money. It is thus possible that there might be some overlap between the new
appeals body and the jurisdiction of the National Audit Office and the Parliamentary
Commissioner for Administration. We expect that the new body would be able to pass infor-
mation to the National Audit Office for possible investigation. If the Parliamentary
Commissioner for Administration were empowered to initiate investigations, as the Select
Committee on the Parliamentary Commissioner for Administration has proposed, this could
also be done in cases of possible maladministration which did not give rise to wider issues of
propriety.’

(viii) A Civil Service Act

I13. The third proposal to strengthen the methods for upholding the essential values and
standards of the Civil Service was the introduction of a Civil Service Act. The Northcote-
Trevelyan Report which recommended the establishment of a central board to ensure the main-
tenance of a permanent non-political Civil Service recruited on merit concluded with the
following paragraph:

*“It remains for us to express our conviction that if any change of the importance of
those which we have recommended is to be carried into effect, it can only be success-
fully done through the medium of an Act of Parliament. The existing system is sup-
ported by long usage and powerful interests: and were any Government to introduce
material alterations into it, in consequence of their own convictions, without taking the
precaution to give those alterations the force of law, it is almost certain that they
would be imperceptibly, or perhaps avowedly, abandoned by their successors, if they
were not even allowed to fall into disuse by the very Government which had originated
them. A few clauses would accomplish all that is proposed in this paper, and it is our
firm belicf that a candid statement of the grounds of the measure would insure its suc-

| Discussion Paper on Proposed Code of Ethics, paras. 2.63-2.67; QQ218, 1716-1717 (Ms Elizabeth Symons).
2 HC (1993-94) 27-11, pp. 99-100. See also ibid., p. 130 (Dr Andrew Massey).

3 First Report from the Select Committee on the Parliamentary Commissioner for Administration, The Powers, Works and
Jurisdiction of the Ombudsman, HC (1993-94) 33.1, para. S1.

4 Civil Service Management Code, Personnel Management, paras. 7.7.1, 7.7.9-7.7.10; The Board hears appeals against
“refusal to allow participation in political activitics .. forfeiture of superannuation ... dismissal and carly retirement ... non-
payment of compensation to civil servants dismissed on incfliciency grounds”.

5 HC (1993-94) 27-11, pp. 187188 (OPSS).

6 Q2531 (Sir Robin Butler).

7T HC (1993-94) 33.1, para. 44.
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cess and popularity in the country, and would remove many misconceptions which are
now prejudicial to the public service.”!

This recommendation was not implemented. Instead, the Civil Service Commission was
established in 1855 under an Order in Council.2 Professor Peter Hennessy regretted this deci-
sion, arguing that Orders in Council are “an extremely flimsy protection if there is any reason
at all to be worried about the self-righting mechanisms of the system”™.} Mr John Garrett was
highly critical of the use of Orders in Council issued under the Royal Prerogative, which
amounted to “primary legislation ... without Parliamentary consent™.* Despite the scepticism of
the Northcote-Trevelyan Report, the Civil Service Commissioners have endured and the First
Civil Service Commissioner did not believe that her independence was any less because of its
foundation in an Order in Council rather than an Act of Parliament.® The independence of the
Civil Service Commissioners is derived from the powers granted by an Order in Council and
from the right of access to the Queen.® Professor Christopher Hood and Professor George
Jones questioned the extent of the Commissioner’s independence given that the Commissioners
(other than the part-time Commissioners) were serving career civil servants.” Both Professors
Hood and Jones and Sir Kenneth Stowe detected diminution in the role of the
Commissioners,® although this contention was disputed by the Government.?

I14. Professor Hennessy suggested that it was now time to complete “the unfinished busi-
ness of Mr Gladstone in the 1860s” and introduce a Civil Service statute to enshrine the key
principles of the Civil Service.!® Professor Norman Lewis also emphasised the importance of
introducing a Civil Service statute at a time of rapid change, arguing that it should be a leg-
islative priority since “nothing is more important in the world of politics than the rules of the
game and the rights of the citizen”."" Like Professor Hennessy, he believed such an Act would
have considerable psychological significance, embedding the values of the Civil Service and
reinforcing the interest of the legislature in them.!? He also pointed to the value of the debate
which would be precipitated by a Civil Service Bl

I15. The Government doubted the nced for such an Act in a British context. Mr
Waldegrave did not believe that a statement of general principles should take a statutory form.
He said he was “instinctively against declaratory legislation” and thought that “putting morals
into laws nearly always ends in tears™." The Government believed that such an Act would be
“incredibly difficult” to draft and might lead to inflexibility affecting the management of the
Service,!® views endorsed by Lord Howe and others.'s Lord Howe, a former Leader of the
House of Commons, was also concerned about such a Bill being exposed to “the random
chance of amendment in this place”.'” The Government believed that cxisting rules carried suf-
ficient authority and emphasised that decisions made under the Royal Prerogative were not
excluded from the scope of judicial review." Others also saw a statute as superfluous.!? Sir
Brian Hayes believed that legislating on the governance of the Civil Service “might foster the
notion that the Civil Service constituted a separate estate of the realm, with an authority of its
own and responsibilities transcending its duties to Ministers. | believe that would be wrong. "%

1 Report on the Organisation of the Permanent Civil Service.

2 Cd.7338, pp. 7-8; The Civil Service: Vol 3( 2): Surveys and Investigations, pp- 427-428.

3 Q297

4 HC (1993-94) 2711, p. 103; Q1647. Sce also HC Deb., 21 April 1993, cols. 487-494.

5 Q719 (Mrs Ann Bowtell).

6 QQ337 (Professor Peter Hennessy), 713 (Mrs Ann Bowiell).

7 HC (1993-94) 27-111, p. 79.

8 HC (1993-94) 27-11L, p. 80 (Professor Christopher Hood and Professor George Jones), HC (1993.94) 27-11, p. 114 (Sir
Kennceth Stowe).

9 Q1364 (Sir Robin Butler).

10 QQ297, 298, 300, 313.

1 HC (1992-93) 390-11, pp. 283-284; HC (1993-94) 27-11, pp. 70-71.

12 Q1486.

13 Q1488.

14 QQ1821, 1861, 1863.

15 QQI865, 1117 (Mr Waldegrave), 104, 112 (Sir Robin Butler).

16 QQS559 (Lord Howe), 404 (Sir Peter Kemp); HC (1993-94) 27-111, pp. 45 (Sir Kenneth Couzens), 87 (Mr David Faulkner,
Dr Colin Crouch, Dr Mark Freedland and Dr Desmond King).

17 Q559.

18 QQ1847, 1117 (Mr Waldegrave); HC (1993-94) 27-11. p. 193.

19 Q543 (Lord Howe), HC (1993.94) 27-111, pp. 14 (Dr Peter Barberis), 44 (Mr Nevil Johnson).
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Mr Waldegrave summed up suspicions of an Act by saying “there are countries where every-
thing has to be written down in statutes; they do not always work though™.!

116. It is clear that advocates of a Civil Service Act have somewhat different ideas of what
such an Act would contain, from a brief encapsulation of the essential values of the Service to
a measure which would enshrine “the organisation and management of the Civil Service and
the rights of civil servants and the rights of Parliament”.2 The Civil Service unions expressed
fears about whether such legislation might be employed as a vehicle for reducing the role of the
Civil Service.? The value of such an Act evidently depends to a large degree upon its contents.*
We are not convinced of the case for a wide-ranging Civil Service Act as a mechanism for
cither furthering or delimiting reforms of the Civil Service. However, we do believe there would
be considerable value in a much narrower statute, principally designed to provide statutory
backing for the new mechanisms for maintaining the essential values of the Civil Service. We
agree with Mr Waldegrave that it is better to have a culture with a strong sense of commitment
to essential values than to have an Act without such a culture; we believe it is better still to
have both. The passage of such an Act would reflect the interest of Parliament, as the repre-
sentative of the electorate, in the preservation of the values of the Civil Service; it would set the
terms of the custodial responsibility of the Government of the day for the Civil Service. Such
an Act would require the Government to consult on a new Civil Service Code and lay such a
Code before Parliament for approval by a resolution of both Houses. The legislation would set
out the powers of the new appellate body we have proposed. Sir Kenneth Stowe has pointed to
the important role played by Public Service Commissions in other Commonwealth countries.
He has suggested that the Civil Service Commission “with a renewed mandate would be an
appropriate custodian of, or at least an authoritative constitutional adviser on, the behaviourial
criteria for the Civil Service, ie., for its code of conduct”. He called the Commission “a bit of
machinery which ... we invented and we would do well to exploit in the years ahead”.® We
agree. We consider that a new Civil Service Commission should provide the independent appeals
procedure under the new Civil Service Code. We believe the time has now come to implement the
last recommendation of the Northcote-Trevelyan Report and establish a new Civil Service
Commission on a statutory basis.

117. We accept that this would involve a significant change in the character of the Civil
Service Commission,® but we believe that the tasks of examining the general values of the
Service and monitoring the principle of selection on merit are closely related and that combin-
ing the two roles would reinforce the authority and independence of the new Commission in
carrying out each function. We consider that the new Commissioners should not be serving
civil servants and should be appointed from a wide range of backgrounds after consultation
with Opposition parties and others. The new Commission should be given sufficient powers of
investigation, but specific powers of enforcement would not be appropriate. Consideration of
cases under the new Civil Service Code would be confidential and recommendations to the
Government arising from some such cases would usually be made on the same basis. We envis-
age that the new Commission would be given a power to report to Parliament, a power which
could be utilised in the event of the Government refusing to act on the new Commission’s rec-
ommendations. The principle of Ministerial accountability to Parliament would thus be
strengthened rather than weakened. The introduction of such legislation should also be used as
an opportunity to place the powers of the Minister for the Civil Service and the Treasury to
make rules in connection with the terms and conditions of employment of civil servants on a
statutory footing and require such rules to be laid before Parliament. It should also specify the
powers of the new Civil Service Commission in relation to the principles of selection and pro-
motion on merit, a matter we consider in detail below. We urge all parties represented in the
House of Commons to indicate their support for such a Bill,

VL. THE PRINCIPLES OF ACCOUNTABILITY

(i) The importance of accountability

I18. Our consideration of the values of the Civil Service has so far concentrated on the
maintenance of these values in general and particularly in the context of the private and inter-

1 QI867.
2.QQ297 (Professor Peter Hennessy). 1647 (Mr John Garrett).
3 QQ470. 472, 493 (Mr John Ellis).

4.Q1707 (Mr Bill Brett).

3 HC (1993-94) 27-11. pp. 114, 118 (endnote 11); Q1686.

6 QQIR60 (Mr Waldegrave), 2084 (Sir Robin Butler).
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nal aspects of Government. We now turn to consideration of one principle in particular which
relates to the public face of Government—the principle of accountability. It is worthy of sepa-
rate consideration because its precise meaning and application gave rise to greater uncertainty
in the course of the inquiry than any other principle. We seck here 10 disentangle some of the
confusion surrounding this concept and set down what we see as the basic principles of
accountability. We consider elsewhere the particular application of these principles in the con-
text of the exccutive functions of Government, market testing and contracting out, and the pol-
icy process.

[19. Sir Robin Butler described the principle of “accountability through Ministers to
Parliament™ as one of the essential characteristics of the Civil Service.! It has been suggested
that it is in fact the single most distinctive characteristic of the Civil Service.2 It has long been
recognised that the requirements of accountability have a profound effect on the way the Civil
Service works. A study commissioned by the Fulton Committee found that “accountability to
Parliament and the public is not a constitutional platitude; it is an integral part of the daily life
of many civil servants”.® The Expenditure Committee observed in 1977 that “responsibility to
Ministers and ultimately to Parliament requires much greater record-keeping than usual in
organisations outside the Civil Service”.# The impact of accountability on management in the
Civil Service was also noted by witnesses to the Sub-Committee.5 It is intimately connected to
the functions of the Civil Service, their methods of finance and their administrative character,
and the fact that the Civil Service is involved in developing and implementing the policies of a
Government accountable to Members of Parliament who are accountable in turn to their con-
stituents. Moreover, as our predecessors observed, Parliamentary accountability is not “a cost
which must be weighed in the balance against the benefit of effective management. It is not
only important in its own right, it is also an extremely effective pressure for improvement” 6

(ii) Ministerial accountability and responsibility

120. The Government’s interpretation of the principles of Ministerial accountability and of
responsibility has been set out in recent years in the Armstrong Memorandum and in the
Memorandum of Guidance for Officials appearing before Select Committees, known after its
original author as the Osmotherly Rules.” The Government, and Sir Robin Butler in particular,
has sought to restate the existing Government position, albeit with greater clarity of terminol-
ogy than in the past. In recent pronouncements the Government has sought to draw a distinc-
tion between accountability and responsibility. According to the Government, Ministerial
accountability to Parliament is a Minister’s ultimate duty to account to Parliament for the
work of his Department: “the Minister in charge of a Department is the only person who may
be said to be ultimately accountable for the work of his department”. In the Government's
view, it means that “in the last resort ... Ministers can be challenged about any action of the
Civil Service”. The Government contends that since civil servants act on behalf of Ministers—
except in specified cases where statutes confer powers or responsibilitics directly upon civil ser-
vants—Ministers alone are accountable to Parliament. In the view of the Government, civil
servants are accountable to Ministers, and when they give evidence to Select Committecs, they
do so “on behalf of Ministers”. According to the Armstrong Memorandum, even the appear-
ance of Accounting Officers before the Committee of Public Accounts is “without prejudice to
the Minister’s responsibility and accountability to Parliament in respect of the policies, actions
and conduct of his Department”.® Responsibility. according to the Government, has a separate
meaning in this context which “implies direct personal involvement in an action or decision, in
a sense which implies personal credit or blame for that action or decision”. In the view of the
Government, a Minister is accountable for all the actions and activities of his Department, but
is not responsible for all the actions in the sense of being blameworthy; a civil servant is not

1 Qlol.

2 HC (1993-94) 27-111, p. 99 (Professor Gavin Drewry and Dr Philip Giddings).

3 The Civil Service: Vol. 2: Report of a Management Consultancy Group, para. 23. See also ibid., paras. 305-306.

4 HC (1976-77) 535-1. para. 126.

5 QQI524 (Mr Charles Cox), 2444 (Mr Waldegrave).

6 HC (1987-88) 494.1, para. 39.

7 This Memorandum was first issued in September 1976 and printed by the Procedure Committce in 1978, First Report
from the Select Committee on Procedure, HC (1977.78) 588-1, Appendix D. At the time of the Sub-Committee's inquiry, the
most recent edition was that of March 1988, which was printed by the Procedure Committee in 1990, Second Report from
the Sclect Committee on Procedure, The Working of the Select Committee System, HC (1989-90) 19-H, pp. 206-231.

8 HC (1993.94) 27-11, pp. 188-191 (Cabinct Office); HC (1989-90) 19-11, p- 208 (Osmotherly Rules, para, 8); HC I)eb., 2
December 1987, col. 574w; QQ1895-1896 (Mr Waldegrave), 2094-2096 (Sir Robin Butler).
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dircctly accountable to Parliament for his actions, but is responsible for certain actions and can
be delegated clearly defined responsibilities.!

121. The Government holds that this doctrine of Ministerial accountability and of responsi-
bility is compatible with the practice throughout the present century, including the most
extreme expression of Parliamentary accountability—Ministerial resignations. The Government
contended that “It has never been the case that Ministers were required or expected to resign in
respect of any and every mistake made by their departments, though they are clearly responsi-
ble to Parliament for ensuring that action is taken to put matters right and prevent a recur-
rence”.2 The resignation of Sir Thomas Dugdale over the Crichel Down affair in 1954 was held
to be the exception that proved the rule. The notion of Ministers resigning for the mistakes of
others was scen by Mr Waldegrave as “a bad doctrine™.’ Mr Waldegrave suggested that in
cases which might possibly entail resignation, Select Committees might inquire into whether
Ministerial accountability was matched by actual Ministerial responsibility for mistakes.* The
Government's position was broadly consistent with that outlined by Sir David Maxwell-Fyfe in
the Crichel Down debate in July 1954. He listed categories of actions or events for which, in
the view of the Government, it would and would not be appropriate to hold a Minister respon-
sible. He contended that “a Minister is not bound to defend action of which he did not know,
or of which he disapproves”, but he concluded that a Minister “remains constitutionally
responsible to Parliament for the fact that something has gone wrong, and he alone can tell
Parliament what has occurred and render an account of his stewardship”.® Lord Jenkins and
Lord Callaghan endorsed the Government's view that Ministers should not be expected to
resign for administrative failures in which they are not directly involved, the latter remarking
that "if we were to apply Thomas Dugdale’s approach today we would not have the same
Cabinet for three weeks running”.6

122. The Government's doctrine of Ministerial accountability and responsibility appears to
be open to two main objections. The first is that it is more novel than its advocates are pre-
pared to admit, that it does not have sufficient authority and acceptance to be said to represent
a “constitutional convention™. It appears never to have been in question that Ministers are
fully and clearly accountable for policy: this was described as “axiomatic” in the original Next
Steps Report.” The Prime Minister in 1966, the then Mr Harold Wilson, stated that “civil ser-
vants, however eminent, remain the confidential advisers of Ministers, who alone are answer-
able to Parliament for policy™.® The use of policy alone in this context might be held to leave
open the possibility that civil servants could be answerable for administrative actions. In 1986
the then Committee reaffirmed the basic proposition that “Ministers and not officials are
responsible and accountable for policy”. but questioned the wider position held by the
Government:

“The difficulty arises not with regard to Ministerial policy or official advice but with
accountability for actions by civil servants. If Crichel Down is dead and Ministers are
not accountable to Parliament for some actions of their officials, then who is? Not to
put too fine a point on it, who ought to resign or to be penalised if mistakes are made?
If it is not Ministers, it can only be officials™.’

Our predecessors were not alone in believing that there had been a time when Ministers
could be held responsible for all of the actions of their officials, and that there had therefore
been a change of doctrine. The Fulton Committee noted that the convention of the anonymity
of civil servants “has depended in the past on the assumption that the doctrine of Ministerial
responsibility means that a Minister has full detailed knowledge and control of all the activities
of his department. This assumption is no longer tenable” ' In 1977 a predecessor of Sir Robin
Butler as Cabinet Secretary described the concept that w.aisters should resign for mistakes by

I HC (1993-94) 27-11. pp. 188-191 (Cabinet Office); emphasis added.

2 Cmnd. Y841. para. 15,

3 QQIRYR (Mr Waldegrave), 2096, 2105 (Sir Robin Butler).

4 Q1890

§ First Report from the Treasury and Civil Service Committee, Ministers and Civil Servants, HC ( 1986-87) 62, para. 19;
Accountability of Ministers and Civil Servants: Government Response 1o the First Report from the Treasury and Civil Service
Committee, Session 1986-87, and to the First Report from the Liaison Committee, Session 1986-87., Cm. 78, para. 7.

6 QQR78 (Lord Jenkins), 614 (Lord Callaghan).

7 Improving Management in Government: The Next Steps, Annex A, para. 3.

8 HC Deb.. 8 February 1966, col. 210; emphasis added.

9 HC (1985-86) 92-1, para. 313,

10 Cmnd. 3638, para. 283
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officials of whom they had never heard as “out of date™; he did not imply that such a concept
had never existed.! 1t has been held in the past that the doctrine of Ministerial accountability
did not apply to all of the actions of all the officials in a Department. For example, in 1978 the
then Minister for the Civil Service said that “There are some defined exceptions to that simple
structure of accountability. For instance, accounting officers are directly accountable 10
Parliament for the use made of public funds voted to their departments” 2

123. A second objection to the doctrine of Ministerial accountability and of responsibility
delincated by the Government is that, even if the Government's description of the doctrine
were correct, it is a fundamentally Victorian conception which is no longer appropriate to
modern circumstances.’ Mr Graham Mather argued that there was in practice a shared respon-
sibility which was not recognised in constitutional doctrine: “Ministers do not feel either con-
stitutionally or morally responsible for decisions which have, in all probability, involved a
number of others”.? Similarly Lord Callaghan referred to “a diffusion of responsibility to the
Civil Service which has created less of a sense of personal responsibility than perhaps existed
forty years ago™. Sir Brian Cubbon argued that the distinction between accountability and
responsibility was untenable in practice because Ministers could not determine the extent of
their own responsibilities; the scope of Ministerial accountability was in large measure deter-
mined by external pressures and events.® Others believed that the growth of Ministerial respon-
sibilities was placing the doctrine under strain.” The epitome of such concerns is perhaps the
sentiment, expressed by a Minister who served from 1983 to 1992, that “No one these days
resigns for anything”.® Lord Jenkins belicved there has been an undue reluctance to resign in
recent years, which he attributed principally to “an excessive careerisation of politics™.? Lord
Callaghan attributed any reluctance to resign to the diffusion of responsibility; he did not think
that Ministers were less honourable than in the past.!” Dr Keith Dowding argued that little
had changed since 1945 and that resignations reflected political weakness more than “any
notion of honourable assessment of culpability”.!! In the past, Select Committees have argued
that onc solution to these perceived problems is the extension of the principle of direct
accountability of civil servants. In 1977 the Expenditure Committee saw a case for heads of
accountable units within the Civil Service to be made publicly accountable for their actions.
noting that “the introduction of publicly accountable heads would require some civil servants
to be directly answerable in public to such bodies as Sclect Committees but this would no more
infringe Ministerial accountability than the presence of Accounting Officers as respondents
before such a Select Committee (the Public Accounts Committee) does now™.'2 In 1988 the
then Treasury and Civil Service Committee argued that the Chief Executive of an Executive
Agency “should give evidence [to Select Committees) on his own behalf about what he has
donc as the head of an agency™.!3 We reach conclusions on the doctrine of Ministerial account-
ability later, but it is clear that any effective application of the doctrine depends to a consider-
able extent upon two clements: the honesty and integrity of Ministers and civil servants in
accounting to Parliament and the public for their decisions and actions; the powers and effec-
tiveness of Parliament, and of the Select Committees of the House of Commons in particular,
in holding the Executive to account.

(iii) Honesty and integrity

124. Questions of Procedure for Ministers states that Ministers have *a duty to give
Parliament, including its Select Committees, and the public as full information as possible
about the policies, decisions and actions of the Government, and not to deceive or mislead
Parliament and the public”." There has been considerable concern recently about the adequacy
of, and adherence to, this guidance. First, evidence by civil servants to the Scott Inquiry has

1 HC (1976-77) 535-11, Q1855 (Sir John Hunt).
2 Twelfth Report from the Expenditure Commitiee, Response ta the Government's Observations on the Committee s Report on
the Civil Service, HC (1977-78) 576, Q3 (l.ord Peart); emphasis added.

3 HC (1993-94) 27-111, p. 111 (Charter §8).

4 HC (1992-93) 390-11, p. 70.

5 Q611.

6 HC (1993-94) 27-111, pp. 108-109, 141-142.

7 HC (1993-94) 27-111, p. 68 (Professor John Stewart); Q1740 (Ms Elizabeth Symons).

8 Alan Clark, Diaries (1993), p. 105.

9 Q(Q879-882.

10 Q611.

H HC (1993-94) 27-HL, p. 23.

12 HC (1976-77) §35-1, para. 95.

13 HC (1987-88) 494-1, para. 46.

14 Questions of Procedure for Ministers, parta. 27.

House of Commons Parliamentary Papers Online. .
Copyright (c) 2007 ProQuest Information and Learning Company. All rights reserved.



XXXViii FIFTH REPORT FROM

raised questions about the framing of Ministerial answers to Parliamentary Questions and evi-
dence to Select Committees. Second, a recent Report by the Foreign AfTairs Committee on the
Pergau Hydro-Electric Project found that “Ministerial replies to certain questions were literally
true, though less open and less informative than the House has a right to expect™.! On 10 May
1994 the then Minister for Disabled People told the House of his “regret that by not giving a
fuller explanation™ of his knowledge of the extent of his Department’s involvement in amend-
ments to the Civil Rights (Disabled Persons) Bill “the effect of my reply was misleading”.2
Finally, Mr Waldegrave's evidence to the Sub-Committee on 8 March 1994 stimulated a wide-
ranging public discussion of Ministerial integrity and honesty. We believe this matter is rele-
vant to this inquiry in three ways. First, it is part of the role of the Civil Service, as the Prime
Minister has acknowledged. to advise Ministers so that their Parliamentary pronouncements
are not misleading.' Second, insofar as the Civil Service is accountable to Parhament through
Ministers, the effectiveness of such accountability depends upon the integrity of Ministerial
answers. Finally, civil servants themselves are required to comply with the same standards as
Ministers,* and are likely in some measure to take their lead from Ministers. Any deterioration
in the standards of honesty and integrity of Ministers in their dealings with Parliament would
have a deleterious eflect on the standards of the Civil Service.

125. Sir Robin Butler informed the Scott Inquiry that there was a category of Parliamentary
answers “where it is necessary to give an incomplete answer, but one should. in these circum-
stances, seck not to mislead”.> Mr Waldegrave, in evidence to the Sub-Committee, vividly
asserted the need, in certain circumstances, not to disclose all relevant information: “There are
plenty of cases over the years, with both Governments, where the Minister ... will not mislead
the House and will take care not to mislead the House, but may not display everything he
knows about that subject ... Much of Government activity is much more like negotiation, much
more like playing poker than it is like playing chess. You do not put all the cards up all the
time in the interests of the country™.5 The necessity for non-disclosure has been asserted in the
past, even in the case of civil servants appearing before Select Committees. In 1985 the then
Head of the Home Civil Service said that, taking “an extreme case”, when a decision had been
made to devalue the pound, a Minister could instruct a civil servant appearing before a Select
Committee not to reveal that devaluation in advance.” Sir Robin Butler reaffirmed this in 1990,
while emphasising that that “would not extend to the Minister instructing the civil servant to
mislead the Committee; that would be improper™8 There is self-evidently a problem in deter-
mining the line between non-disclosure which is not misleading and a misleading answer or
statement. This problem is more acute for Ministers than for civil servants, since a civil servant
appearing before a Select Committee can refer a Committee to a Minister.? Both Mr
Waldegrave and Sir Robin Butler gave examples of answers which they held to be incomplete
but not misleading.' In such cases there was a general duty “to make clear that you have
information which you cannot disclose”, although there were circumstances when even this
would not be appropriate. Even in the latter circumstances, Ministers and civil servants had to
“frame their answer in a way which avoids misleading, if they possibly can”.!!

126. Sir Robin stressed that it was wrong for a Minister or a civil servant to lie, to mislead
intentionally or to give an answer which was known to be false.'? The Prime Minister has made
it clear in a letter to the Chairman of the Sub-Committee that, in such circumstances, a
Minister would usually be expected to relinquish his office.”* However, Sir Robin Butler and
Mr Waldegrave also contended that there were “very rare occasions” when the wrong of lying
to the House would be outweighed by the greater wrong conscquent upon not lying." Three
instances were adduced in support of this contention. First, Sir Stafford Cripps did not mislead

I Third Report from the Foreign Affairs Committee, Public Expenditure: The Pergau Hydro-Electric Project, Malaysia, the
Aud and Trade Provision and Related Matters, HC (1993.94) 271-1. para. 44,

2 HC Deb., 10 May 1994, col. 155,

3 HC (1993-94) 2711, p. 130 (quoted by Sir Kenneth Stowe); Q2061 (Sir Robin Butler).
4 Q148 (Sir Robin Butler).

S HC (1993-94) 271, p. 152 (Sir Robin Butler).

6 QOQI840-1841.

7 HC (1985-56) 92-11. Q112 (Sir Robert Armstrong).

§ HC (1989-90) 260, QQI21-124. See also Q1445 (Sir Robin Butler),

9 Q2159 (Sir Robin Butler).

10 QQ1907 (Mr Waldegrave), 2131, 2136, 2141-2142, 2145 (Sir Robin Butler).

1T Q2148 (Sir Robin Butler).

12QQ2112-2113, 2120, 2134.

13 Letter placed in the Library of the House.

14 HC (1993:94) 2711, p. 152 QQ2113, 2148 (Sir Rubin Butler). 1834 (Mr Waldegrave).
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Parliament over devaluation but said after the devaluation in 1949 that, if he had been asked
just before devaluation whether he was going to devalue he would have told a lie to
Parliament. Second, Mr Peter Thomas gave an untrue answer aboul whether Mr Greville
Wynne, who had just been arrested by Soviet authoritics, was working for British Intelligence;
this was untrue but was considered necessary to save Mr Wynne's life.! Finally, both Sir Robin
Butler and Mr Waldegrave alleged that, on 16 November 1967, the then Mr James (now Lord)
Callaghan gave an answer which was “false”.2 Mr Waldegrave did not dissent from the propo-
sition that Lord Callaghan had lied to the House.* Sir Robin Butler, who uad worked in the
Treasury as Sccretary to the Budget Committee at the time, argued that when Lord Callaghan
said in answer (o a question from Mr Stanley Orme about devaluation “I have nothing to add
to or subtract from anything I have said on previous occasions on the subject of devaluation”
he was misleading the House since his previous answers had been flat assertions that the
Government was not going to devalue the pound and he therefore did have something to sub-
tract from previous statements.* He accepted that Lord Callaghan did not have an intention to
mislead and was thus not “deliberately lying to the House of Commons”, but argued that he
had made a “slip”, which Sir Robin Butler implied Lord Callaghan had acknowledged. In
reply, Lord Callaghan vigorously contested Mr Waldegrave's implication that he had lied to
the House, stating that “none of my answers supports Mr Waldegrave's assertion that [ lied to
the House of Commons™. He did not admit to a false answer to Mr Orme, referring to “one
possible slip (which was not intended to deceive) in the reply I gave to Mr Orme”. He repudi-
ated “the attempt to put a construction on my replics by Sir Robin Butler and Mr Waldegrave,
twenl):S five years after the event, that no one who was present ever did cither at the time or
later”.

127. We set out our wider conclusions on honesty and integrity below, but we feel it is
appropriate to make some comment on the controversy which arose in evidence on the partic-
ular case of Lord Callaghan in 1967. We take as our reference point the statement by Mr
Waldegrave in relation to possibly misleading answers that “Far the best judge of this is surely
the House at the time™.” We agree. We have not been made aware of any evidence to suggest
that Members of the House formed the opinion in the aftermath of devaluation in 1967 that
Lord Callaghan had misled the House.

(iv) The Executive, Parliamient and its Select Committees

128. As we have already noted, Mr Waldegrave observed that one of the functions of Sclect
Committees was to determine whether Ministers could reasonably be held responsible for mis-
takes.® We now examine the powers and effectiveness of Select Committees in this and their
wider role in scrutinising and holding to account the Exccutive. In 1919 the Haldane
Committee adhered to the view that “any improvement in the organisation of the Departments
of State which was so marked as substantially to increase their efliciency should have as its
correlative an increase in the power of the Legislature as the check upon the acts and propos-
als of the Executive™.? In 1978 the Expenditure Committee concluded “that the power of the
Exccutive, particularly of the Civil Service, has outgrown the power of Parliament and the bal-
ance should be redressed”.!® The Procedure Committee took a similar view, and recommended
the establishment of a new system of departmentally-related Select Committees.!! A review of
the system in 1990 by the Procedure Committee commented on “the generally healthy state of
relations between Departments and Select Committees” and did not consider new or additional
powers for Select Committees 1o be necessary or workable. It concluded that the system of
departmentally-related Select Committees was “a success” and had “proved itself a valuable
and cost-cffective addition to the House's ability to perform its proper function of holding

» 12

Ministers to account”.

1 Q2113 (Sir Robin Butler).

2 QQ2114 (Sir Robin Butler), 1834 (Mr Waldegrave).

3QI83s.

4 HC (1993-94) 27-111, p. 142; QQ2114, 2116, 2118-2119 (Sir Robin Butler): HC Deb.. 16 November 1967, col. 635.
5QQ2119, 2122, 2124-2126.

6 HC (1993-94) 27-111, pp. 141, 142; emphasis added.

7 Q1843,

8 Q1896.

9 Report of the Machinery of Government Committee, Cd. 9230, paras. 48-49,
10 HC (1977-78) 576. para. 18.

11 HC (1977-78) S88-1. paras. 1.5-1.6, 5.22.

12 HC (1989-90) 19-1, paras. 151, 162, 357, 363.
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129. There have, however, been disputes betvieen the Government and Select Committees
about the powers and conduct of Select Committees in relation to civil servants which have a
direct bearing on understanding of the doctrine of Ministerial accountability. The formal
power of Select Committees to summon named officials is not in dispute: it has been acknowl-
edged by Sir Robin Butler and was referred 1o in evidence by Mr Waldegrave.! There have,
however, been differences of opinion between Select Committees and the Government about
the extent to which it is appropriate to invite or summon named civil servants. The Osmotherly
Rules state that “Officials appearing before Select Committees do so on behalf of their
Ministers. It is customary, therefore, for Ministers to decide which officials ... should appear to
give evidence.”? Our predecessors observed that “the House has never indicated that it is pre-
pared to accept this custom™.? In 1986 the Defence Committee requested the attendance of
named officials. It did not insist on their attendance when it became evident that they would be
under instructions not to answer certain questions, but it did not accept the reasons given by
the Government for objecting to the attendance of named officials.* In response, the
Government stated that it did “not believe that a Select Committee is a suitable instrument for
inquiring into or passing judgement upon the actions or conduct of an individual civil ser-
vant™.* In subsequent Reports both the then Treasury and Civil Service Committee and the
Liaison Committes contested this assertion, and we continue to do 0.6 In a subsequent reply,
having reaffirmed what it called “the existing conventions which limit the provision of infor-
mation on such grounds as national security, confidentiality, and the preservation of collective
responsibility”, the Government accepted “that Select Committees should not be prevented
from secking to establish facts”, The Government also issued further guidance to civil servants
appearing before Select Committees where questions appeared to be concerned with allocating
individual criticism or blame rather than establishing facts.”

130. The Osmotherly Rules which guide civil servants on assistance to Select Committees
have been considered by previous Select Committees and were discussed in evidence to the
Sub-Committee. A number of Select Committees have emphasised that these notes of guidance
are an internal Government document with no Parliamentary status whatever and which has
never been endorsed by Select Committees.® This was acknowledged by Sir Robin Butler in
1988, who said that it “would not be proper” for a Committee to endorse the guidance.?
Professor Peter Hennessy was highly critical of the Osmotherly Rules, describing them as an
affront to Parliament, providing sixty ways for civil servants 1o say no to Select Committees, 10
A former civil servant recalled that “when I last had to give evidence to a Commons Select
Committee, I re-read the [Osmotherly] Rules and considered then that for any civil servant to
follow them would make his or her evidence at best anodyne, or at worst positively mislead-
ing".!"" Mr Waldegrave accepted that the guidance contained in the Osmotherly Rules was
“very detailed™ and indicated that he was prepared to consider some of the apparently unnec-
essarily restrictive parts of the Rules, but he reaffirmed that the Rules were restrictive precisely
because they were designed to maintain “the proper system of accountability through
Ministers™."* Subsequently the Government announced its intention to revise the guidance in
the light of the Open Government White Paper and comments made in evidence by Members
of the Committee."* Professor Hennessy proposed that the Liaison Committee should indicate
that it was no longer prepared to put up with the Osmotherly Rules and should seek to negoti-
ate new rules with the Government."™ This idea was opposed by a former Clerk of Committees
of the House of Commons, whe argued that such negotiation might compromise the rights of

I HC (1989-90) 260, para. 22; Q2358 (Mr Waldegrave).

2 HC (1989-90) 1911, p. 208,

3 HC (1989-90) 260, pata 22 (footnote 49).

4 Fourth Report from the Defence Committee, Westland ple: The Govermment's Decision-Making, HC (1985-86) 519, paras.
225-240.

S Westland ple: Government Response 1o the Third and Fourth Reports from the Defence Commitice, Session 1985-86, Cmnd.
WO para. 44,

6 HC (19%6-87), 62, paras. 8-27; First Report from the Liaison Committee, Accountability of Ministers and Civil Servants to
Sclect Committees of the House of € ‘ommons, HC (1986-87) 100, passim.

7 Mccountahility of Mimsters and Civil Servants, Cm. 78, paras. 6, 8, pp. 4-5.

& Second Report from the Trade and Industry Committee, The Tin Crisis, HC (1985-86) 305-1, para. 11; HC (1985-86) 519,
para. 229 HC (1986-87) 100. para. 6; HC (1989-90) 260, para. 8; HC (1989-90) 19-1, para. 155.

9 HC (1987-8%) 370-1, Q1.

10 () 339-340.

HHC (1993-94) 2711 p. 93 (Mr Timothy Hornsby).

12 QQ78-82.

13 QQI471 (Sir Robin Butler), 15893 (Mg Waldegrave).
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Select Committees to ask questions and the rights

and privileges of the House of Commons
more generally.!

131. Professor Hennessy saw the Osmotherly Rules as symptomatic of a wider acquiescence
of Parliament in the authority over it of the Executive. He vividly characterised Select
Committees as “self-gelding capons” and contrasted the powers of Select Committees
unfavourably with those of a court.? Others argued that Select Committees conld be more
assertive and effective in deploying the powers they already possessed and in examining policy,
expenditure 2nd administration more generally.® Mr John Garrett believed that the machinery
of Parliament had lagged far behind the machinery of Government. Select Committees were
established to scrutinise unitary departments, but were now required 10 examine departmental
headquarters, Exccutive Agencies, quangoes and contracts. Parliament received a wider range
of information than it could effectively monitor: “Parliament today cannot keep track of what
is_happening in today’s fragmented Civil Service”. Select Committees required more staff to
analyse the information emerging from “today’s dismembered Government™.#

(v) Parliamentary accountability: conclusions

132. An cffective system of Parliamentary acccintability of the Executive is an essential
component of a Parliamentary democracy. We believe that an effective system depends upon
two vital clements: clarity about who can be held to account and held responsible when things
go wrong; confidence that Parliament is able to gain the accurate information required to hold
the Executive to account and to ascertain where responsibility lies. We are not convinced that
the explanation of the doctrine of Ministerial accountability and its implications as presently
adumbrated by the Government fully conforms to these requirements. We find the

Government’
gated by Ministers, and responsibility, which can,

tion is that Ministers retain ultimate responsibili

information abou the allocation of responsibilit
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uncenvincing. The implication of this distinc-
ty for controlling the system through which
y on a particular matter is made available to
and desirable to move towards a system in

which responsibility and accountability are more closely aligned in clearly defined circum-
stances. We make particular proposals towards this end below.

.
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133. Lord Callaghan attached importance to clarifying the circumstances in which
Minister should resign, although he noted that the
and the feclings of the Minister himself would alw \ys be important factors.’ Mr Waldegrave
believed that such circumstances were difficult to categorise and that Ministerial resignations
would continue to be decided on a case by case basis.® Sir Robin Butler was critical of the
“rather foolish game of pursuing resignations”, which was “counter-productive” and debased
the currency.” Ministerial preparedness to resign when Ministerial responsibility for failure has
been established lies at the very heart of an effective system of Parliamentary accountability
and, as Mr Waldegrave acknowledged, Select Committees have an important role in determin-
ing the allocation of responsibility.® In sceking to perform this function and their wider role,
Sclect Committees might well require more information than might readily be made available
in accordance with the Executive’s own interpretation of the doctrine of Ministerial account-
ability. The recent Report by the Foreign Affairs Committee on the Pergau Hydro-Electric
Project demonstrates the range of information which can be made available by the
Government to a determined Select Committee.? It would not be appropriate for Select
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2 QQ341-342; HC (1993-94) 27-111, pp. 22-23,

3 HC (1992-93) 390-11, p. 281 (Mr Michacl Ryle); HC (1993-94) 27-111, p. 100 (Sir Brian Cubbon).
4 HC (1993-94) 27-11. pp. 100, 103-104, 105; QQ1618, 1657.
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extent of the responsibility of others. We note that the structure of the Civil Service and of the
Executive more generally has changed considerably since the Procedure Committee last con-
ducted a review of the departmental Select Committees. We recommend elsewhere in this
Report measures which should be taken by the Government (o enhance the accountability of
the Executive to Parliament. We believe that it might also be appropriate for the Procedure
Committee to undertake an inquiry to consider what commensurate actions should be taken by
the House of Commons in response to the changing structure of Government.

134. Effective accountability depends in considerable measure upon adherence by Ministers
and civil servants to the duty set out in Questions of Procedure for Ministers “to give
Parliament, including its Select Commiittees, and the public as full information as possible
about the policies, decisions and actions of the Government, and not to deceive or mislead
Parliament and the public”. We are aware of considerable public cynicism about the honesty of
politicians generally and in this context concern about the honesty and integrity of Ministerial
statements to and answers in Parliament might seem misplaced. However, the knowledge that
Ministers and civil servants may evade questions and put the best gloss on the facts but will
not lic or knowingly mislead the House of Commons is one of the most powerful tools
Members of Parliament have in holding the Executive to account. Not only is the requirement
laid down clearly in Government guidance to Ministers, it is a requirement which the House of
Commons itsell expects from all its Members, departure from which standard can be treated as
a contempt.! We accept that the line between non-disclosure and a misleading answer is often a
fine one, 1ot least because the avoidance of misleading answers requires not only strict accu-
racy but also an awareness of the interpretations which could reasonably be placed upon an
answer by others, but Ministers should be strengthened in their determination to remain the
right side of that line by certainty about the consequences of a failure to do so. Any Minister
who has been found to have knowingly misled Parliament should resign,

(vi) Non-Parliamentary accountabiliry

135. The activities of Parliament and elections to the House of Commons are not and never
have been the sole means by which the Executive is held to account. Several mechanisms of
non-Parliamentary accountability were considered in the course of the Sub-Committee's
inquiry. Some advocated the need to strengthen methods of non-Parliamentary accountability
in response to perceived weaknesses in existing procedures and conventions. This raised ques-
tions about the extent to which the development of new procedures would be compatible with
the principles of Parliamentary accountability.? Some forms of holding the Executive and the
Civil Service in particular to account clearly operate in support of Parliament. One such exam-
ple is the work of the Comptroller and Auditor General, whose reports are normally consid-
ered by the Committee of Public Accounts. Sir Kenneth Stowe believed that together they
represented “probably the most valuable instrument anywhere in the world for maintaining ...
standards of integrity™.} The Parliamentary Commissioner for Administration represents a very
important check on maladministration in the Civil Service. The Sclect Committee on the
Parliamemary Commissioner for Administration has recently reaffirmed the value of his work
while making recommendations so that the potential of that office can be further developed.*

136. Aside from Parliament and its associated mechanisms, the most important form of
accour tability of the Government comes from the judiciary and the courts.® Ministers and civil
servants are subject to the law of the land in the same way as other subjects. The accountabil-
ity of the Executive to the courts has been enhanced in recent years by the growth of judicial
review.® The Government attributed the growth of judicial review principally to changes in
court procedure, most notably amendments in 1977 to the Rules of the Supreme Court, a
growing propensity of the public o resort to litigation and a growth in legislation.” According
to the Government, “the existence of judicial review has clearly and substantially increased the
work of both lawyers and administrators, in effect to ‘judicial review proof departmental deci-

V Erskine May's Treatise on the Law. Privileges, Proceedings and Usage of Parliament (Twenty-first Edition, 1989),
p. 119.

2 HC (1993-94) 27111, pp. 16, 17 (Dr Peter Barberis).

3 Ql663.

4 HC (1993.94) 33-1, paras. 10-11. and passini,

S HC (1993-94) 27-11, p. 190 (Sir Robin Butler).

6 The memorandum submitted by the Government contains i valuable description of the nature of judicial review, HC
(1993-94) 27-10, pp 19]-199.

T HC (1993-94) 27-11, pp. 194-195.
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sions, but it has also improved the quality of decision-making by making it more structured
and consistent. Accordingly, judicial review is not to be seen as an irritant, but as a contribu-
tion to upholding the values of fairness, reasonableness and objectivity in the conduct of public
business.”! Professor Norman Lewis took a less sanguine view of the growth of judicial review,
He considered that part of the cxplanation lay in “increasingly confrontational politics and the
lack of alternative methods for ventilating opposition” and the inadequacy of forms of redress
short of resort to judicial review.2 The Government did not dispute that the use of judicial
review depended upon the availability of alternative mechanisms for redress against adminis-
trative action, including complaints procedures under the Citizen's Charter.? It is to these that

Wwe now (urn.

137. Under the Citizen's Charter which was launched in July 1991 the Government att

a high priority to improved procedures for complaints and redress, viewing them as a necessary
response 1o growing devolution in public services.* While the Sub-Committee did not consider
the operation of these procedures, it received evidence from several quarters criticising the fact
that the Citizen’s Charter was not justiciable and that standards laid down under it did not
amount to enforceable legal rights. In the last Parliament our predecessors drew attention to
the need to consider the case for strengthening administrative law in the light of the Next Steps
Initiative. The case for developing a wider system of administrative law or other forms of non-
Parliamentary redress was advanced in evidence to the Sub-Committee.” Professor Eric Caines
and others saw advantages in dcveloping forms of accountability at local level or with client

groups for central Government services,

The National Consumer Council has proposed that

“charters should establish a relationship between public services and the consumer which is as
close as possible to an explicit contractual relationship involving enforceable rights”.? The
Government was cautious about introducing legalistic structures into redress systems, ! and its
scepticism was shared by others.!! It is at least open to doubt whether a civil servant can be

expected to be answerable both directly to the public for the provision of a service

Ministers and Parliament. Lord Bancroft has suggested that at present a civil servant’s
“responsibilities may be for his clients, but they are 1o his Minister”.!2 We are sympathetic to
the idea that new forms of accountability and their constitutional implications should be the

subject of further Parliamentary consideration. This matter is best examined

Parliamentary context, since any developments in this area are likely to have implications for
the role of Parliament and Members of Parliament in particular in calling the Executive to
account for its actions. We note the opinion of the Select Committee on the Parliamentary
Commissioner for Administration “that it should fall within the Committee's terms of reference
to maintain an oversight of the assorted complaint and redress mechanisms in the public sector
or cstablished by statute” and we look forward to the Report arising from that Committee's

current inquiry into redress, '

(viii) Open Government

138. Accountability depends to a considerable extent upon the accuracy, fullness and rele-
vance of the information available to those outside the Government on its operation. Accurate
information is the bedrocl. of accountability. Gieater openness in Government is not simply an
issue of accountability: up to a point, a more open administration is likely to be a more effec-
tive and efficient administration. We consider below the extent to which the policy process is

| HC (1993-94) 27-11, p. 197. Sec also Q1207 (Mr Robin Mountfield),
2 HC (1993-94) 27-11, p. 71: Q1492.
3 HC (1993-94) 27-11, pp. 195, 196,

4 QQ26-27 (Mr Waldegrave, Mr Brian Hilton, Mr Robert Jackson), 2508 (Mr Waldegrave); The Citizen's Charser: Raising
the Standard, Cm. 1599, p. 43: The Citizen's Charter- First Report: 1992, Cm. 2101, P 49; The Citizen's Charter: Second

Report: 1994, Cm. 2540, pp. 76-77.
5 QQ289 (Mr Graham Mather), 324 (Professor Peter Hennessy): HC (1993-94) 27-111, p. 17(Dr Peter Barberis).

6 HC (1987-88) 494-1. para. 50. Sec also HC (1987-88) 494-11. pp. 34-35 (Dr William Plowden and Mr Gavin Drewry).
7 Q528 (Dr William Plowden); HC (1992-93) 390-11, p. 296 (Mr Vernon Bogdanor); HC (1993-94) 27111, pp. 16, 17 (D¢
Peter Barberis), 50 (Professor Fred Ridley and Mr Brian Thompson); QQI492, 1509 (Professor Norman Lewis). See also

QQI687-1688 (Sir Kenncth Stowe).

8 Q804 (Professor Eric Caines); HC (1992-93) 390-11. p. 287 (Professor Norman Lewis). HC (1993-94) 27-111, p. 88 (Mr

David Faulkner, Dr Colin Crouch, Dr Mark Freedland and Dr Desmond King).

9 HC (1993-94) 27-111, pp. 60-62; emphasis in original.

10 Q27 (Mr Waldegrave).

11 Q459 (Mr Charles Cochrane, CCSU); HC (1993-94) 27-11. p- 37 (Mr Nevil Johnson).
12 HC (1985-86) 92-11, p. 249; emphasis in original.

13 HC (1993-94) 27-111, p. 102 (Professor Gavin Drewry and Dr Philip Giddings).

14 HC (1993-94) 331, para. 130,
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an cxception to this rule, but we examine here the progress which has been made towards
greater openness in Government and its impact on the Civil Service. In 1986 the then
Committee noted how often the subject of open government and freedom of information had
arisen in the course of its inquiry into relations between Ministers and civil servants. It did not
endorse a particular approach to open government, but stated that “the evidence we have
received does not suggest that the Government has made a convincing case against some form
of Freedom of Information Act™.! Similar issues have come to the fore during the present
inquiry, not least because of a succession of initiatives by the Government since the 1992
General Election. In May 1992 the Government published for the first time a list of Cabinet
Committees including their membership.2 The same month also saw the publication of
Questions of Procedure for Ministers which we have already welcomed. Most importantly, in
July 1993, the Government published an Open Government White Paper in which the
Government proposed to issue a Code of Practice on Access to Government Information, to
have cffect from 4 April 1994, setting out the information which it would and would not make
available to the public upon request. The Government announced that the Code would be
independently policed by the Parliamentary Commissioner for Administration, to whom mem-
bers of the public could complain about a decision under the Code of Practice through a
Member of Parliament.® Given the central role allocated to the Parliamentary Commissioner
for Administration in supervising the Code, its operation will be considered in the first instance
by the Select Committee on the Parliamentary Commissioner for Administration,* and it would
not be appropriate for us to comment in detail on the provisions of the Code before evidence
emerges on its practical effects. There were, however. two issues raised which we consider rele-
vant to the present inquiry.

139. First, the Government's Code of Practice states that “there is no commitment that pre-
existing documents, as distinct from information, will be made available in response to
requests”.’ The Campaign for Freedom of Information regarded this as “an overwhelming
flaw” in the Government's proposals, which would grant undue discretion to civil servants to
prepare digests of information in a selective manner. It believed that this process would be
more laborious than the editing of existing documents and would generate suspicion.®
Professor Norman Lewis expressed similar concerns.” Mr Waldegrave believed that the provi-
sion of documents with some information necessarily blacked out would give rise to even
greater suspicion. Digests prepared by civil servants were likely to be more succinct and rele-
vant. Above all, the preparation of digests would be subject to independent review by the
Parliamentary Commissioner for Administration who would have access to the original files
and could thus monitor the integrity of such summaries.$

140. Second, it was contended that the new Code was fundamentally inadequate and that
the introduction of a Freedom of Information Act was both the best means of securing a truly
accountable Government and would have a beneficial impact on the workings of the Civil
Service and the Government more generally. Professor Norman Lewis considered such an Act
to be “essential for Parliament’s traditions to be maintained ... a weapon Parliament ought to
have in its dealings with the Executive”. He considered it peculiar that the United Kingdom
did not have a Freedom of Information Act when so many other democratic countries did.?
These views were shared by others,'® most notably the Campaign for Freedom of Information,
who argued that a Freedom of Information Act would provide a broadly defined right of
access and a more effective means of authoritative interpretation and enforcement than could
be provided by the Parliamentary Commissioner for Administration.!! Mr Waldegrave

I HC (1985-86) 92-1, paras. 6.1-6.5.
2 HC Deb., 19 May 1992, cols. 110w fI. For subsequent lists, see HC Deb., | February 1993, cols. 46-47w, HC Deb., 10
February 1994, cols. 406-413w.

3 Open Government, Cm. 2290; HC Deb., 15 July 1993, cols. 1115-1117.

4 HC (1993-94) 33-1, para. 91.

5 Cude of Practice on Access to Government Information, para. 4. A similar but not identical phrase was used in the draft
Code published in the White Paper and available at the time evidence was submitted to the Sub-Committee, Cm. 2290,
p. 2.

6 HC (1993-94) 27.111, pp. 120-122.

7 HC (1993.94) 27-11, p. 72.

8 QQI1938-1941.

9HC (1993.94) 2711, p. 72; QQI491, 1505.

10 HC (1993-94) 27-111, pp. 89 (Mr David Faulkner. Dr Colin Crouch. Dr Mark Freedland and Dr Desmond King), 112
(Charter $8).

1 HC (1993-94) 27-111. pp. 114-123.
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contended that there was not a great difference of principle between the Government's propos-
als and a Freedom of Information Act, that the Government's Code would avoid leaving final
decisions to a judge and that a system based around the Parliamentary Commissioner for
Administration was compatible with the principle of Parliamentary accountability to an extent
which was not true of a judge-based Freedom of Information Act.! We believe that there is a
greater difference between a Freedom of Information Act and a Code of Practice introduced
by the Government and not subject to Parliamentary approval than Mr Waldegrave implied.
We await the outcome of the review of the operations of the Code of Practice by the Select
Committee on the Parliamentary Commissioner for Administration with interest and note that
they do not propose “to examine in general the merits of the Government's proposals™.2 We
expect to examine the relative merits of the Government’s Code of Practice on Access to
Government Information and of a Freedom of Information Act in a future inquiry.

C. ORGANISING FOR EFFECTIVENESS AND EFFICIENCY
VII. THE PURSUIT OF EFFECTIVENESS AND EFFICIENCY

(i) The case for an effective and efficient Civil Service

141. We believe that the performance of the Civil Service and the quality, effectiveness and
efficiency with which it serves the Government and the public matters just as much as the val-
ues and standards which it is required to maintain. The effectiveness and cfficiency of the Civil
Service affect the performance and competitiveness of the British economy as well as the well-
being of the British people.? Sir Peter Kemp reminded the Sub-Committee of the enormous
expansion of the Civil Service in the twentieth century and the burden it therefore imposed on
the taxpayer. It could be seen as “the ultimate overhead on the state” whose tasks had to be
rigorously analysed and justified.* In the November 1993 Budget the Government adopted
what the Chancellor of the Exchequer termed “a rigorous approach to the Government’s
administrative costs”, freezing provision for the running costs of central government depart-
ments in the period 1994-95 to 1996-97 at broadly the 1993-94 level of £20.1 billion.5 The
Government’s White Paper on the Civil Service notes the challenge for the Civil Service “to
deliver public services of the quality citizens deserve at a price taxpayers can afford”.6 The
Council of Civil Service Unions emphasised their commitment to “the continuing improvement
of efficiency and effectiveness of the delivery of services in the Civil Service”.” The Government
has noted in the past in the context of the Next Steps initiative that “any Government will
want a Civil Service which is as effective and efficient as possible in delivering what is wanted
of it".3 Sir Robin Butler emphasised his belief that “under all Governments there will be a con-
flict between the public’s demand for services and the amount the taxpayer is able to afford.
There will be a constant pressure for Government 1o operate as efficiently as it can™.? We
agree. The quest for greater effectiveness and efficiency in the Civil Service is an unending one;
the requirement to maximise the return from finite resources will not 20 away,

142. 1t is one thing to agree on the need for effectiveness and efficiency. It is quite another
to agree on what this means in practice. In 1981 our predecessors employed the following defi-
nitions of the two terms:

“By the effectiveness of a programme the Sub-Committee understands such matters as
the definition of objectives, the measurement of progress towards achieving those
objectives and the consideration of alternative means of achieving objectives. By

1 QQ34-87, 1040, 1042-1043, 1045, 1047, 1049, 1056-1058, 1061, 1911, 1914-1929,
2 HC (1993-94) 33-1, para. 79.

3 Competitiveness: Helping Business to Win, Cm. 2563, paras. 14.1-14.3; HC (1992-93) 390-11, pp. 279-280 (Professor Suc
Richards); HC (1993-94) 2711, p. 270; Q2294 (Dr Graham Scott); Public Service 2000: The Renewal of the Public Service in
Canada, p. 17. Sce also HC (1993-94) 27-111, p. 45 (Confederation of British Industry).

4 Q3s7.

5 Second Report from the Treasury and Civil Service Committee, The November 1993 Budget, para. 77; Public Expenditure:
Statistical Supplement to the Financial Statement and Budget Report 1994-95, Table 3.6.

6 Cm. 2627, para. 2.13.

7 QQ425, 429 (Mr John Ellis),

8 Cm. 1263, p. 17.

9 QQ201, 1469.
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efficiency the Sub-Committee understands, given the objectives and the means chosen
to pursue the objectives, the minimising of inputs to the programme in relation to the
outputs from it".!

Sir Peter Levene, the Prime Minister’s Adviser on Efficiency and Effectiveness, defined effi-
ciency in the context of the objective of the Efficiency Unit which was “to determine to what
extent Government Departments can ensure that they are operating to obtain best value for
moncey in the public interest™. He considered efficiency and effectiveness to be “virtually syn-
onymous” and said that “one should lead to the other”.? Several people cautioned against an
excessive emphasis on efficiency. Ms Elizabeth Mellon pointed out that efficiency was “policy
or context free”.? Sir Kenneth Stowe and Dr Keith Dowding made similar points.* The
National Consumer Council suggested that “any judgement about the effectiveness of public
services must consider consumer views about service quality”.5 It is clear that the value of effi-
ciency depends in large measure upon the effectiveness of the policy or programme which is
being carried out efficiently. Efficiency is essentially a judgement about means: effectiveness is
a judgement about ends. It is because we wish to emphasise the primacy of effectiveness that
we consider the case for reforming the policy process as well as the executive functions of
Government.

143. Some evidence questioned the extent and manner in which the Civil Service could be
oriented towards the pursuit of effectiveness and efficiency. In 1977 Sir Derek (now Lord)
Rayner told the Expenditure Committee “Efficiency in the Civil Service is dependent, as in
business, on motivation, and whereas in business one is judged by overall success, in my expe-
rience the civil servant tends to be judged by failure”.® Professor Eric Caines echoed this criti-
cism in evidence to the Sub-Committee, contending that the levels of service in the public
sector were “shabby because we contrive by whatever means to create an environment which
makes it difficult for people to accept personal responsibility for improving services ... We
manage them poorly; we do not reward performance. Therc are no incentives."? Sir Peter
Levene believed that differences in approach between the private sector and the Civil Service
were inherent in differences in function: in a business a 60 per cent success rate was acceptable
and an 80 per cent success rate brilliant; in the public sector, “if you are right 98 per cent of the
time, people are not interested in the 98 per cent; they are interested in the 2 per cent that you
are wrong because the 2 per cent will be the ones that people are concerned about™.8 This dis-
tinction was welcomed and endorsed by the General Secretary of the CPSA and Sir Kenneth
Stowe.® The latter emphasised that the administrative character of much of the Civil Service’s
work and the requirement for rigid adherence to integrity limited the scope for energy, innova-
tion and an “entreprencurial” approach.'® There is clearly a balance which needs to be struck
in this matter. The original Next Steps Report observed that “the culture of the Civil Service
puls a premium on a ‘safe pair of hands’, not on enterprise. It does not reward the person who
says ‘I have sillvcd money’. It does not penalise the person who ignores the opportunity to get
better value”,

(it) From the Financial Management Initiative to the Citizen'’s Charter

144. One of the most significant attempts to remove unnecessary constraints on Civil Service
managers was the Financial Management Initiative (FMI) launched in 1982. It was based on
the belief that performance could be improved by delegating responsibility nearer to the point

I Third Report from the Treasury and Civil Service Commitice, Efficiency and Effectiveness in the Civil Service, HC (1981-

82) 236-1. para. 1. See also the definitions given by the National Audit Office which were noted by our predecessors in 1991:
“Efficiency:The relationship between outputs and the resources (inputs) used to produce them. An efficiency activity max-
imises output for a given input or minimises input for a given output. Efficiency measures take the form of output/input
ratios (productivity) and expenditure’output ratios (unit cost).
“Effectiveness:The extent to which objectives have been achieved and the relationship between the intended and actual
cllect of outputs in the achievement of objectives™

(F7fth Report from the Treasury and Civil Service Committee, The New System of Departmental Reports, HC (1990-91) 290,

para. 1),

2 QQI1264. 1266-1267.

3 HC (1992-93) 390-11. p. 294.

4 HC (1993-94) 27-11, pp. 116. 118 (endnote 18) (Sir Kenneth Stowe), HC (1993-94) 27-111. p. 24 (Dr Keith Dowding).

S HC (1993-94) 27111, p. 60.

6 HC (1976-77) 5351, para. 124

7 Q796.

8 QI277.

9 QQ1778 (Mr Barry Reamsbottom), 1669 (Sir Kenncth Stowe).

10 QQ1669-1670; HC (1993-94) 2711, pp. 130-131.

1) Improving Management in Government: The Next Steps. Annex B, para. 51,
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of delivery, a principle which owed much to the Fulton Report.! The aim of the FMI was to
promote in each Department an organisation and system in which managers at all levels had:

[3

‘a. a clear view of their objectives and means to assess and, wherever possible, measure
outputs or performance in relation to those objectives;

b. well-defined responsibility for making the best use of their resources, including a criti-
cal scrutiny of output and value for money; and

c. the information (particularly about costs), the training and the aceess to expert advice
that they need to exercise their responsibilitics effectively,"?

It was intended that the initiative would apply throughout Government.? In its early years,
the FMI was not an unmitigated success. In 1987 an external study by the Committee of Public
Accounts found that some Government departments had been slow to implement the initiative
and that “scepticism and mistrust of FMI seems to be widespread among middle and lower
management grades™.* An internal review found support for the principles of FMI, but con-
cern about the speed and methods of applying them.> Our predecessors expressed disappoint-
ment at evidence of the FMI's “stunted growth™ 8 The FMI did not find expression in any
distinct organisational change, which was part of tae key to subsequent reforms.” Nevertheless,
the principles behind the FMI appeared to remain sound. It was a prerequisite for many subse-
quent reforms.8

145. The notion that delegation was the key to improved performance was taken forward in
the Next Steps Initiative, which proposed to underpin delegation by the creation of agencies o
carry out the executive functions of Government within a policy and resources framework set
by a department.” The Executive Agencies subsequently created have a clearly designated
head—a Chief Executive—and a framework document agreed between the Department, the
Agency and the central departments within which a Chief Exccutive would be provided with
greater freedom to manage resources and staff. The initiative was designed to remedy the tradi-
tional concern with inputs rather than outputs and thus to improve the effectiveness with
which money was used.!” The touchstone of the success of the Next Steps initiative would be
the improvement of the quality of outputs. Our predecessors stated that “we expect the success
of the Next Steps programme to be judged in large measure by the extent to which it improves
service to customers”,!!

[46. The emphasis on quality of service has been reinforced by the launching in July 1991
of the Citizen's Charter which applies to the Civil Service although it is concerned with all
public services, including nationalised industries and the privatised utilities. Its aim is to raise
the standard of public services and make them more responsive to the needs and wishes of
their users.'2 Mr Waldegrave considered the Citizen's Charter, with its focus on establishing
clear service standards, measurable outputs and better relationships between services and
their users, as central to the Government’s programme of public service reform.!* It signalled
a high level political commitment to quality and value for money in public services and rein-
forced the position of those seeking to promote innovation in public services.™ In the context
of the Civil Service the Citizen's Charter brought together, and ran with the grain of, reforms
which were already underway.!s This assessment was shared by Mr Michael Bichard, who
viewed the Citizen’s Charter as a “reinforcement” to what the Benefits Agency was trying to

I HC (1992-93) 390-11, p. 320 (Dr lan Colville and Professor Cyril Tomkins); Cmnd. 3638, paras. 188-191.
2 Efficiency and Effectiveness in the Civil Service: Government Observations on the Third Report from the Treasury and Civil
Service Committee, Session 1981-82, Cmnd. 8616, para. 13.

3 ibid., para. 25.

4 Thirtcenth Report from the Commilttee of Public Accounts. The Financial Management nitiative, HC (1986-87) 61, paras.
20, 42,

5 Improving Management in Government: The Next Steps, para. 3, Annex B, paras. 6-8.

6 HC (1987-88) 494-1, para. 7.

7 Q1365 (Sir Peter Kemp); HC (1993-94) 27-111. p. 51 (Mr Clive Priesticy).

8 HC (1987-88) 494-1, para. 6.

9 Improving Management in Government: The Next Steps, para. 19; Q365 (Sir Peter Kemp).

10 The Next Steps, para. 8.

11 HC (1988-89), para 54.

12 HC (1993-94) 27-11, p. 16 (OPSS).

13 QQ5, 2530.

14 QQ2505, 2509.

15 Q2504.
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achieve.! The Citizen’s Charter has also sought to strengthen moves av ay from anonymity
towards a more open approach by civil servants to their clients.? The Citizen's Charter was
welcomed by several witnesses, particularly for its stress on the needs of individual users of
public services. The main qualifications expressed about the Citizen's Charter were that the
stress on measurable standards might lead to neglect of vital standards which could not be
measured and that the stress on customers might lead to a lack of appreciation of the extent to
which public services were concerned with more than service to individual customers.! Mr
Waldegrave appeared conscious of the latter concern.® This inquiry has not involved a detailed
evaluation of the impact of the Citizen's Charter on the Civil Service, but we believe that the
Citizen’s Charter has value as an expression of a high level political commitment to quality in the
provision of public services which should assist further in raising the profile of service delivery
within the Civil Service. The orientation towards the requirements of individuals whom the Civil
Service serves is particularly welcome, but should not lead to neglect of the need to serve a wider
public interest.

(iii) International Perspectives

147. The Government has claimed it is a “world leader in public service reform”, drawing
attention to interest around in the world in initiatives such as the Citizen's Charter, although
Sir Kenneth Stowe was cautious about the values of such claims in general, observing a ten-
dency to oversell administrative reform.” Consideration of public service reforms in other coun-
tries draws attention to the extent to which such reform programmes share common objectives
and espouse similar approaches.® There appear to be four common elements to many of thesc
reform programmes which are shared with British Civil Service reforms:

(i) A focus on results: many reform programmes are seeking to reorient bureaucracies from
their traditional concern with inputs and processes towards a greater concern for out-
puts.” The Public Service 2000 initiative launched by the Canadian Government in
1990 sought to “place the emphasis on the delivery of services and the creation of a
results-oriented culture™ and to judge public servants “on the basis of the results they
achieve rather than the processes they follow”.!% A similar notion lies at the heart of
Vice-President Gore's National Performance Review in the United States of America,
which is subtitled “From Red Tape to Results™.!!

(i) Stress on the needs of the individual customer: several reform programmes emphasise the
need to measure results by reference to the requirements of the customer of a particu-
lar service. In May 1991 the Danish Government launched a programme for the mod-
ernization of the public sector based on a recognition that “the citizen sees public
services with the eyes of the critical consumer entitled to quality and custom-tailored
services™ but that the citizen is “also the taxpayer who expects politicians to be com-
mitted to tight public expenditure control™.}? The Canadian reform programme is
posited on similar notions, secking to encourage public servants to regard Canadians as
clients."* A study of the best ways to take management reform forward in Australia
laid stress on improving client service." The National Performance Review stresses the
privacy of the customer and the need to ensure “that all customers have a voice, and
that every voice is heard™.!s

oaer T
2. Cm. 2627. para. 2.29; Q2509.

3 HC (1992-93) 390-11. pp. 71 (Mr Graham Mather), 93 (Sir Peter Kemp); Q1509 (Professor Norman Lewis); HC (1993-94)
27-11, p. 102 (Mr John Garrett); HC (1993-94) 27111, p. 98 (Professor Gavin Drewry and Dr Philip Giddings).

4 HC (1993-94) 27-11, p. 102 (Mr John Garrett); HC (1993-94) 27111, pp. 68 (Professor John Stewart), 83-84, 88 (Mr David
Faulkner, Dr Colin Crouch, Dr Mark Freedland, Dr Desmond King), 108 (Sir Jack Hibbert).

5 Q2507.

6 Cm. 2563, para. 14.13; Q2504 (Mr Waldegrave).

T HC (1993-94) 27-11, pp. 112 117 (endnote 2).

8 See also Performance Management in Government: Performance Measurement; Towards Results-Oriented Management
(OECD Public Management Occasional Paper. Paris, 1994), Report of the Auditor General of Canada to the House of
Commons. 1993 Chapter 6: Canada’s Public Service Reform and Lessons Learned from Selected Jurisdictions.

9 Performance Management in Government, p. 83

10 Public Service 2000: The Renewal of the Public Serviee of Canada, pp. 21, 3L

U Creating a Government That Works Better and Costs Less: Report of the National Performance Review (September 1993).
12 The Public Scctor in the Year 20000 Report on the Danish Modernization Programme 1991, p. 4: Choice of Welfure:
Competition and the Ciuzen’s Right to Choose, p. 3.

13 Public Service 2000, pp. 4, 51.

14 The Australian Public Service Reformed: An evaluation of a decade of Management Reform (Canberra, 1992), pp. 30-31.
15 Creating a Government that Works Better and Costs Less, pp. 43-44.
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(i) A trend towards delegation and empowerment; there is a common belief in many coun-
tries that the most effective means of establishing a more results-oriented service of
high quality is through delegation to more autonomous units and more generally to
local managers.! The Canadian Government has sought “a reduction of centrally-pre-
scribed controls, provision of more authority to departments, and delegation of author-
ity by departments to the front-line” and has committed itself to extending the agency
concept.? The Swedish Government has sought to grant greater freedom to exisling
agencies in the fields of finance and personnel management.?* The National
Performance Review also aims to decentralise decision-making power.?

(iv) Effective management of resources: a final common element is the recognition that dele-
gation of authority must be accompanied by effective and more business-like control
over resources at lower levels and more effective management monitoring and control
methods at the centre. The National Performance Review is founded on the realisation
that “nothing is more important than the process of resource allocation”™ and makes
proposals to streamline the budget process.® As part of the modernisation of resource
management, both Iceland and New Zealand have introduced accrual-based account-
ing in central or federal Government departments and both Finland and Australia are
in the process of similar reforms.®

The simple fact that so many Governments are singing from the same hymn sheet is not of
itself a guarantee that a particular approach is valid, but it does indicate the cxtent to which
the British approach to Civil Service reform shares common insights with public service
reforms in other countrics.

(iv) The New Zealand model of public service reform

148. In the course of the inquiry one country’s public service reforms were referred to more
than any other's—those of New Zealand.” It is therefore appropriate to exarine recent reforms
there in slightly more detail. As in some other countries, reform of the core public sector in
New Zealand was motivated both by a serious economic situation and the apparent success of
reforms of the wider public sector.? It reflected a perception that traditional methods of core
Government administration suffered from the following weaknesses: lack of specificity about
objectives; lack of clarity about the respective responsibilities of Ministers and civil servants:
inadequate resource management and management information systems; insufficient freedom
o manage; excessive emphasis on inputs rather than performance. Departmental managers
were frustrated by the level of central control by the State Services Commission 9 The reform
programme took place within the context of a Freedom of Information régime in which policy
papers prepared by civil servants were entering the public domain once relevant policy deci-
sions had been reached.'?

149. The primary vehicle for Civil Service reform in New Zealand was the State Sector Act
1988. This Act created a clear separation of function between a Minister in charge of a depart-
ment and the officials of that Department, up to and including the senior official —renamed the
Chief Executive. It introduced the notion of the purchaser/provider split into the very heart of
Government, with the Minister “purchasing” services from the Chief Executive.!! The Chief
Executive in each department became responsible for the management of its resources and per-
sonnel. He became the legal employer of staff and made decisions on personnel matters. Most
input controls from the Treasury and the State Services Commission were abolished. A formal

I Performance Management in Government, p. 53.

2 Public Service 2000, pp. 16, 24.

3 Public Management Developments: 1994 Update (OECD, 1994), pp. 75-76.

4 Creating a Government that Works Better and Costs Less, p. 69.

S ibid., p. 14.

6 Accounting for What? The Value of Accrual Accounting 10 the Public Sector (Public Management Occasional Paper,
OECD. 1993); Public Management Developments. 1994 Upduie, pp. 14, 3).

7 See, for example, QQ272, 282, 287 (Mr Graham Mather); HC (1992-93) 390-11, pp. 283-284 (Professor Norman Lewis).

8 HC (1993-94) 27-11, pp. 263-265 (Dr Graham Scott); QQ2294 (Dr Graham Scott), 2313 (Sir Roger Douglas); Mr Graham
Mather, Making Good Government Seem Easy: Lessons Jrom New Zealand's Economic and Pulicy Reforms (European Policy
Forum, October 1993), p. 8.

9 HC (1993-94) 27-11. p. 265; Q2310 (Dr Graham Scott).

10 New Zealand Public Sector Reform 1993 (State Services Commission), p. 34; J. Boston, “Assessing the performance of
departmental chief executives: perspectives from New Zealand”, Public Administration (1992), p. 413; QQ2352, 2355 (Dr
Graham Scout).

I HC (1993-94) 27-11, p. 266; QQ2294 (Dr Graham Scott), 2295 (Sir Roger Douglas).
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division between politics and management was established, although Chief Executives had to
manage in a political context.! Chief Executives were placed on five-year contracts, subject to
renewal following performance assessment, and their posts were openly advertised.2 The rela-
tionship between the Minister and the Chief Executive was to be mediated through an annual
performance agreement (separate from the Chief Executive’s contract of employment) under
which Chief Executives undertook to perform certain outputs set by the Minister in return for
control over inputs. The outputs were determined following policy discussions on desirable out-
comes. but the agreement was concerned with outputs rather than outcomes. The specified out-
puts for which a Chief Executive was responsible included the provision of policy advice as
well as service delivery.* As an essential complement to these performance agreements, accrual-
based accounting was introduced across Government so that the exact costs of particular out-
puts could be clearly determined. Departmental Chief Executives were responsible for the
purchase and sale of assets and for negotiating cash injections with the Treasury through a
financial year. Parliamentary procedures for appropriation and financial reporting were
changed accordingly

150. These reforms have not been without their critics. First, the extent to which the man-
agement process can usefully be separated from the political process has been questioned: “The
effort to determine the ‘output’ in a measurable non-political way may be as sterile an exercise
as attempting to draw the line between ‘policy’ and ‘administration’™.5 Second, doubts have
been raised about the extent to which policy making is amenable to explicit agreements.® Third,
it_has been questioned whether Ministers have adequate capacity and independent advice to
negotiate effectively with Chief Executives about outputs and to monitor the work of depart-
ments.” Finally, it has been noted that policy co-ordination has become more complex as a
result of reforms which put more stress on vertical relationships between Ministers and Chief
Executives than on horizontal relationships across Government.® Dr Scott argued that the
reforms were more effective in practice than such criticisms implied. He did not deny the diffi-
culties in separating inputs, outputs and outcomes. There was a need for “constant adjustment,
reprioritisation and redesign of outputs”. The process of readjustment was itsell subject to
refinement. The distinction between inputs and outputs could never be more than “an intellec-
tual artifice™? The essential strength of the system was the requirement for ex ante perfor-
mance specification. The value in terms of accountability of ex post performance measurement
wis considerably less. An output was “something which a civil servant can know they have
delivered to a Minister and the Minister can know whether or not it has been received”. The
requirement for prior performance agreement encouraged strategic planning; the limits on the
extent to which Government activity could be foreseen did not negate the need for planning.!0
He readily admitted that much policy advice was not amenable to prior specification, particu-
larly in terms of quality, but considered that the nature and cost of advice could still be the
subject of prior agreement, as could be the case with advice from external consultants. He con-
sidered such prior agreement “very powerful as a management tool” within a Department. !
While the reforms had given rise to concern about the capacity of Government to act as a col-
lective, he doubted the full extent of policy co-ordination under the previous arrangements. !?
In conclusion, he stressed that “the systems and structures only set a floor for performance.
They ensure at best that what was intended and well-specified is delivered. Reaching perfor-
mance levels above that requires people 1o go beyond the plans and act on their own initiative
within the broad goals, values and systems of the organisation™.!* The burden of his evidence
was that new formal arrangements did not replace traditional relations between civil servants
and Ministers and the strenigths inherent in such arrangements, but sought to tackle their
weaknesses. Performance agreements could be a discipline but need not be a straitjacket.

I New Zeakand Public Scctor Reform 1993, pp. 7, 29: HC (1993-94) 2711, p. 266, Q2345 (Dr Graham Scott).

2 New Zealand Public Sector Reform 1993, pp. 6, 30 Carcer Management and Succession Planning Study, pp. 124, 136-137;
QQ2295 (Sir Roger Douglas), 2340, 2352 (Dr Graham Scott).

3 New Zealand Public Sector Reform 1993, p. 7; HC (1993-94) 2711, p. 266 (Dr Graham Scott).

4 HC (1993-94) 27-11, pp. 266, 267-268; Q2294 (Dr Graham Scott).

§ E.Wistrich, “Restructuring Government New Zealand Style™, Public Administration (1992), pp. 124-125.

6 New Zealand Public Sector Reform 1993, p. 27.

Tabid. p. 30. P. Greer, Transforming Central Government: The Next Steps Initiative (Buckingham, 1994), p. 115,
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9 HC (1993-94) 27-11, p. 266; QQ2299-2300, 2345.

10 HC (1993-94) 27-11, p. 267; QQ2345, 2298.
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I51. Very different views were expressed about the applicability of the New Zealand model
in a British context. Mr Graham Mather believed that “New Zealand offers a ready made
image of successful radicalism from which Britain in the 1990s might usefully learn™.! Sir
Kenneth Stowe argued that the New Zealand reforms were not for export, citing the views of
New Zcaland officials in support of this contention.? The Government considered the New
Zealand arrangements to be “over-formalised” and possibly constraining, while emphasising
common clements between the New Zealand reforms and existing arrangements in the United
Kingdom.* Dr Scott stressed the strengths of the British Civil Service, while noting that the
arguments against the application of similar reforms in a British context had also been
advanced in New Zealand and that he had never found them persuasive.! While it is obviously
right to be cautious about the wholesale importation of another country's reform programme,
we believe that there are important lessons to be drawn from New Zealand's reforms which are
applicable in a British context and which we explore below.

VIIL. NEXT STEPS AND THE EXECUTIVE FUNCTIONS OF GOVERNMENT

(i) An unfinished revolution

152. The Next Steps programme was seen by Mr Waldegrave as “a revolution in the whole
mar.agement of the Civil Service”, albeit a revolution which was not complete.’ The pro-
gramme is designed to clarify responsibilitics for policy-making, for defining objectives and
standards and the sctting of targets, and for their delivery by accountable managers. It empha-
sises delegation, sharper accountability and the freedom and flexibility to manage effectively
and efficiently. It gives effect to these principles, in themselves reminiscent of the FMI, through
the establishment of Agencics.5 The Next Steps initiative was described by our predecessors as
“the most ambitious attempt at Civil Service reform in the twentieth century™.” From its incep-
tion of the reform, the Government stressed the importance it attached to the commitment that
Next Steps should not go the way of previous attempts at Civil Service reform, which had been
only partially successful at best, and had amounted to a history “of changing the labels, not
changing the substance™® Our predecessors remarked that it would be “a tragedy™ if Next
Steps was to join the bones of previous Civil Service reforms which litter the wayside.? Mr
Waldegrave emphasised his determination to see the Agency programme carried through, to
ensure that Next Steps did not become “last year's story” as the Government embarked upon
other Civil Service reforms.!?

153. From its inception the Next Steps programme was criticised by some. It was argued
that the establishment of Agencies would be a threat to the unity and integrity of the Civil
Service and the constitutional conventions which underpinned these characteristics. It was sug-
gested that Agencies would subordinate the public interest to the business needs of their partic-
ular organisation.!" A second concern which has been expressed about the Next Steps
programme, by both outsiders and by Sir Peter Kemp, the Next Steps Project Manager from
1988 to 1992, was that it might amount to little more than “badge engineering”.'? In 1990 the
then Treasury and Civil Service Committee noted the dangers of widespread but superficial
adoption of the Next Steps programme. Agencies would be established but “routinised”, with
the effects of the changes not filtering down to lower levels.

154. At the inception of the Next Steps programme in 1988 the then Project Manager esti-
mated that, after about ten years, “at least three quarters” of the non-industrial Civil Service,

b Making Good Government Seem Easy, p. 5.
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4 Q2353.

5 Q30.
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7 HC (1989-90) 481 para. 1.
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which then amounted to about 600,000 staff, would be in Agencies.! After only six years, this
prediction is well on the way to being fulfilled. By July 1994, there were 97 exccutive agencics
within Government, including 8 in the Northern Ireland Civil Service. Moure than 340.000 staff
in the Home Civil Service were operating along Next Steps lines, amounting to 64 per cent of
the total.2 Even in a Civil Service which has shrunk since the original prediction, and which is
expected by the Government to shrink further, the Government now believes the coverage of
Agencies or organisations operating along Next Steps lines will exceed original estimates.
Agencies and announced Agency candidates represent 78 per cent of the Home Civil Service,
with other activities still under consideration for Agency status.?

155. We note a tendency in some Government pronouncements on the Next Steps pro-
gramme to imply that it will be complete when all Agencies have been establishcd. Mr
Waldegrave believed the Government was “three quarters” of the way to completing the revo-
lution.* The Civil Service White Paper states that “a key task for the mid-1990s is to complete
this programme™.5 Yet the programme of Agency creation was always seen as a means of
effecting a wider cultural transformation in the Civil Service.® As the Government itself has
recognised, establishing Agencies is “only the start™: the creation of Agencies is “a means to
an end-—to improve management in Government for the benefit of customers, taxpayers, and
stafl™.* Mr Waldegrave suggested that the process of Agency creation needed to be “followed
through™, with more devolution to Agencies accompanying a growth in their skills and confi-
dence.’ There are three elements which have to be addressed if the process of devolution is to
be followed through—devolution of authority within Agencies, relations between Agencies and
core departments and accountability and responsibility.

156. As we have already noted, our predecessors considered improvements in the quality of
service to be the main benchmark by which the success of Next Steps could be measured.!'?
Sustained progress in this direction does not simply require delegation fo Agencies; it requires
delegation within Agencies. Moreover, formal delegation in itseif does not inevitably lead to
cultural change. It places new demands on those to whom responsibility is delegated and
requires them to respond effectively. Upon the extent to which they respond, depends the
extent to which a genuine change of culture takes place.!' The Benefits Agency described the
extent to which devolution within its organisation was ieading to a change of culture with a
direct impact on the quality of service to customers. Mr Bichard said that the Agency had
devolved to front line staff much more power to deliver services, including greater control over
finance and personnel, subject to the core requirements which applied nationally. This had led
not only to increased efficiency but to innovations such as mobile benefit offices and local cus-
tomer panels.! Increased local power within a national system to enhance efficiency and
improve quality of service was also the key to the application of Next Steps principles to the

Inland Revenue, which had delegated day-to-day management responsibilities to 29 Executive
Offices."

1ii) Relations hetween Agencies and Departments

[57. The Government saw the relationship between Agencies and their parent
Departments as the most important area for development within the Next Steps pro-
gramme.™ In its fizst Report on the Next Steps initiative the then Treasury and Civil Service
Committee stressed the importance of precision in this relationship and of Departments hav-
ing the confidence to delegate to Agencies: “too much freedom can be reined in. too little
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may mean the opportunity is lost”.! The Government advocated a similar approach, stating
that “once the policy and resources framework has been set ... Ministers and Departments
advising them should avoid intervening in matters delegated to the Agency ... The onus should
be on a Department positively to justify any interference with the agrecd arrangements, rather
than on the Chief Executive to justify his or her independ.nce.”? The key to the relationship
was seen by the Government as the Framework Document, which was agreed by the Agency,
the parent Department, the Next Steps Team in the Cabinet Office and the Treasury, and
which was intended to clarify the aims and objectives of the Agency and the division of tasks
between the Agency and the Department ¥ In 1990 the Framework Document was likened by
one Chief Executive to “a bill of rights™ for his Agency.?

158. Some evidence que-tioned the cxtent to which the clear division of tasks and the with-
drawal of Departments from day-to-day management was working in practice. Professor Eric
Caines, who served at very senior Ies eIy i the Departments of Health and Social Sccurity, sug-
gested that “few Ministers have real: . taken 'o heart the need not to interfere with and second
guess the decisions of the Chief | ccutives of Agencies™. He believed that there had been “littl.
real delegation of management authority, centr ! management controls having, for the most
part, been replaced by oppressive ~vtems of performance monitoring”. He thought that this
was because “Whitehal!, by and iurge. regaids local managers with contempt. The attitude
seems 10 be that the nearer you are to the. delivery point of the service, the less you know about
it.”> A former Permanent Secretary was also concerned about “a temptation for Government
[Departments] to interfere with the operations of Agencies, even after targets have been agreed
and published”.® The main finding of the recent study of Agencies by a French civil servant,
Ms Sylvie Trosa, which was commissioned by the Government. was that “there exists a consid-
erable cultural gap on both sides, with Chief Executives often believing that Departments’
management is a bureaucratic obstacle, and Departments viewing Agencies as little fortresses
following their own aims regardless”. Some Departments and Agencies did not share a com-
mon understanding of their respective roles and this confusion could lead to conflict.” The
Trosa Report found that some Agencies appeared to have greater freedoms than were pre-
scribed in their Framework Documents, but that usually Agencies were “much more con-
strained” than the Framework Document would imply. The Framework Documents were not
perceived as a sufficiently secure guarantee of Agency’s flexibilities.® These views were echoed
in a recent academic study of Next Steps.?

159. The Government belicved that the confusion and conflict in the relationship between
Agencies and their sponsoring Departments could be exaggerated. Mr Michael Bichard charic-
terized relations between the Benefits Agency and the headquarters of the Department of
Social Security as *“very, very positive”, noting that Ministers and the Department had with-
stood the temptation to interfere when difficulties emerged over the administration of
Disability Living Allowance.!® He belicved that it was wrong to generalise, because the experi-
ence of different Agencies was bound to be diverse, and argued that any “cultural difference”
between Agencies and Departments principally reflected differences in function. rather than
representing “an insurmountable problem™.'" Mr Waldegrave praised the Trosa Report and
believed that there was a need to improve the clarity of the Department's role and “to stop
second guessing in management™. !

160. It has been argued that, in practice, the annual process of target setting and agreeing
business plans, rather than the Framework Document. has become the main focus for the rela-
tionship between Agencies and their parent Departments.!* The establishment of targets fol-
lows clarification of objectives and of output and performance measures. The targets published
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by the Sccretary of State are those by which the performance of an Agency and its Chicf
Executive is measured and they should be distinct from the internal management targets set by
Chief Executives.! In 1992-93 Agencies overall met around 77 per cent of their key perfor-
mance targets; over 80 per cent of quality targets and financial targets were met, although the
proportions were somewhat lower for efliciency and throughput targets.2 Despite these appar-
ently impressive figures, there have emerged two concerns about targets: the appropriateness of
the targets and the means by which they are set. Our predecessors believed it to be important
that target setting should emphasise outputs and, in particular, financial performance, quality
of service and cfliciency.’ The Government has acknowledged the difficulties in deciding upon
targets for Agencies “which both capture the essence of what they are trying to do and do not
distort the way in which they actually operate” and which are within an Agency’s control. It
believed there was a trend for targets to put greater stress on the quality of outputs.? Others
were more sceptical, pointing to the dangers of targets which were overly focussed on quanti-
ties and financial performance and were liable to be upset by external factors.> The Trosa
Report noted a general improvement in the target setting process, but still found that “the tar-
gets of some Agencies do not adequately reflect the core activity of the Agency and its aims”
and that contradictions between targets were not sufficiently analysed. It pointed to the scope
for greater recognition of the value of customer perceptions and external evaluation.® The
Trosa Report also raised concerns about the way in which targets were set, although many
Departments had managed the process effectively. At times the process as conveyed in the
Trosa Report appears to be a crude bargaining process, with the greater knowledge of the real-
ism of the targets of the Agency weighed against the ultimate authority of a Secretary of State
to set or change a target without reference to the Chief Executive.” The Government acknowl-
edged the importance of setting targets which were challenging but were considered deliverable
and l?c desirability of encouraging “ownership” of targets by those committed to delivering
them.’

161. A crucial part of the relationship between Agencies and Departments is the determina-
tion of the financial arrangements for the Agency. In the last Parliament our predecessors
cxpressed disappointment that so many Agencies operated within a gross running régime and
hiad no flexibility to respond to changes in demand. The Committee explored the case for an
extension of financial arrangements linked to demand, while noting an apparent lack of
Treasury enthusiasm for such developments.® The Efficiency Unit review in 1991 emphasised
that “régimes based on the principle of unit costs for specified levels of service” could promote
cfliciency and that year the Government suggested that such régimes were likely to become
more widespread.'® By June 1993 about a third of all Agencies were operating under net run-
ning cost controls or as Agency trading funds, which enabled some Agencies to meet increased
demand for their services from additional receipts.'! Sir Peter Kemp has recently proposed that
“financial arrangements should be improved and simplified so that all Agencies operate within
an ‘Agency financial limit’---a pre-set sum of money, negative or positive, within which they
must deliver the services they are obliged to deliver”.!?

162. The Trosa Report makes proposals to improve the overall quality of relationships
between Agencies and their parent Departments by changes to the internal machinery of
Departments for managing the relationship. It argues that the recommendation of the 1991
Efficiency Unit report that Departments should “identify a focal point at senior level for their
dealings with each Agency™ has not been adopted sufficiently widely and to adequate effect. It
proposes that there should be a high level figure in each Department as the sole co-ordinating
point of contact on major issues between the Department and the Agency.? 1t further recom-
mends that Ministerial Advisory Boards should be established for all Agencies where no com-
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parable arrangements exist to advise Ministers on general issues concerring the Agency, with
particular emphasis on the setting of Agency targets.! The Government responded positively to
the Report, and the Civil Service White Paper describes attempts which have already been
made to strengthen arrangements for the discussion of targets, including measures to provide
independent advice to Ministers on the performance of Agencics.?

(iii) Accountability and responsibility

163. The second main area of debate about the progress of the Next Steps programme
relates to accountability and responsibility, both in terms of the means by which an account of
the operations of Agencies was given to Parliament and the public and in terms of the wider
allocation of responsibility. In the last Parliament our predecessors expressed concern that the
practice of Ministers of asking Chief Executives to reply to Parliamentary questions on opera-
tional matters which were not then published would limit Parliamentary and public access to
information on the work of Agencies. They also noted inconsistencies between Departments in
the division of Parliamentary answers between Ministers and Chief Executives.? Since then, the
Government has accepted a recommendation from the Procedure Committee which was sup-
ported by our predecessors that all replies to Parliamentary questions from Agency Chief
Executives should be published in the Official Report (Hansard).* The Benefits Agency detailed
the arrangements for handling Parliamentary business in its own case. The Chief Executive
responded to questions about individual cases, local issues and the day-to-day operation and
performance of the Agency. Ministers replied to questions relating to policy, reporting national
statistics or with a policy input. They also replied to inforrn Members that information was not
readily available and could only be obtained at disproportionate cost. The Chief Executive
replied to nearly two thirds of questions. Mr Bichard believed these arrangements had “worked
well”, enabling Members to receive quick and effective responses.’ The Next Steps Project
Manager also emphasised the advantages of the new arrangements. He said that the Next Steps
Team monitored the division of responsibility for answering questions. He admitted that there
was a “grey area” between policy and operations and said that in such cases the Minister
should reply. Like Mr Bichard, he emphasised that Members retained the right to call
Ministers to account if dissatisfied with a response from an Agency Chief Executive.®

164. These arrangements have attracted criticism. Mr Gerald Kaufman has argued that they
erode the rights of Members of Parliament to take up constituency cases directly with
Ministers. He feared that the new practice would reduce Ministerial awareness of the problems
of Members’ constituents. He criticised both the quality and efficiency of replies from the
Benefits Agency.” Mr John Garrett echoed his concerns, stating that “I do not want to have to
write to somebody who has been parachuted into an Agency from the retail sector when | have
a problem with a constituent who has been badly treated as a result of Government policy or
the delivery of Government services”.* Mr Robert Sheldon detected a recent trend for replies
from Executive Agencies not to match the standards of Ministerial replies.? Others took « dif-
ferent view. The General Secretary of the FDA believed that in many ways it was “the night
solution” for Agency Chief Executives to answer Parliamentary questions on their responsibili-
ties.!® Two academic observers considered that replies from Agency Chief Executives had “gen-
crally been longer and more informative than Ministerial answers™. !

165. In 1990 Sir Peter Kemp, the then Next Steps Project Manager, said that “it is part
of the purpose of Next Steps to try and distinguish just whose fault it is. If, in fact, the
shortcoming is such that it was the fault of the lack of resources or legislation which was
not within the power of the Chief Exccutive, the transparency of the system should enable
that to be seen. If, on the other hand, it was simple bad management on the part of the
Chief Executive then that should be scen too and the man should be held to account

1 Next Steps: Moving On, paras. 3.4.1-3.4.37.

2 QQI810, 2446-2448 (Mr Waldegrave); Cm. 2627, para. 3.9.

3 HC (1989-90) 481, paras. 68, 70; HC (1990-91) 496, paras. 74-83

4 Third Report from the Sclect Committee on Procedure, Parliamentary Questions, HC (1990-91) 178, para. 125; HC (1990-
91) 496, para. 82; HC (1992-93) 390-11. p. 207 (OPSS).

$ HC (1993-94) 27-1, pp. 230-232 (Benefits Agency); Q2254 (Mr Michael Bichard).
6 QQ970 (Mr Richard Mottram), 2255 (Mr Michael Bichard).

7T HC Deb., 28 January 1993, cols. 1287-1288. 1290.

8 Ql624.

9 Q15%0.

10 Q1744

11 HC (1993-94) 27-H1. p. 100 (Professor Gavin Drewry and Dr Philip Giddings).

House of Commons Parliamentary Papers Online. .
Copyright (c) 2007 ProQuest Information and Learning Company. All rights reserved.



Ivi FIFTH REPORT FROM

accordingly.”! Muct evidence questionzd whether the Next Steps programme was providing
such opportunities in practice. Our predecessors set store by the view that Agency Chief
Executives who failed could be more readily dismissed than other civil servants,? yet Professor
Eric Caines argued tha: “Nobody is sacked for making mistakes, the deal being that if
Ministers are to protect Chief Executives, they for their part must shield Ministers”. He alleged
that “a compact of sorts has been struck between Ministers and Chief Executives which ensures
that neiti:er of them assumes the ultimate risk”. A Chief Executive was required to accept lim-
ited freedom and the need to keep Ministers out of political trouble in return for job security.?
Others suggested that the framework documents and other publicly available information on
the operation of Agencies did not provide sufficient clarity for outsiders to determine the allo-
cation of responsibility. There was a blurring of responsibilities which made it impossible to
distinguish between policy and operations.* Ministers might pass the buck for policy failures,
and disclaim responsibility for operational activities.’ There was a “bureaucratic Bermuda
Triangle™ in which accountability disappeared. The difficulties in drawing a clear line of
responsibility between policy and operations noted in the Trosa Report were observed by
others.” The extent to which Agency Chief Executives were bound by decisions on the level of
resources on which they could not comment publicly was seen as typifying the fact that they

had “responsibility but no authority™ 3

166. Several solutions have been proposed to these alleged problems. In 1988 the then
Treasury and Civil Service Committee recommended that the framework agreement “should be
regarded as a contract” and that a Minister should only be entitled to overrule the Chief
Executive by way of a formal note. It further recommended that Chief Executives should give
evidence to Select Committees on operational matters on their own behalf rather than under
the instructions of Ministers.” Following the Government's rejection of these recommenda-
tions,'® and experience of relatively helpful evidence from Chief Executives, the Committee did
not advocate change in subsequent Reports, although it noted “the profound effect” Agencies
would have in practice on accountability.! In evidence subsequent to his departure from the
Civil Service, Sir Peter Kemp argued that the establishment of Agencies was changing the doc-
trine of Ministerial accountability in practice, “creating a new sort of accountability, not a less

LU

stern accountability but in some ways a tougher accountability™.!> Mr Vernon Bogdanor
argued that this change in practice should be mirrored by a change in theory: “the acrual
responsibility of the Chief Executive for the work of his or her Agency should be accompanied
by a direct constitutional responsibility for his work". To give effect to this, Ministers should
state that the Osmotherly Rules did not apply to Agency Chief Executives.!® The idea of giving
Agency Chief Executives greater authority rsonally to account for their actions gained wide
support, including that of Sir Peter Kemp.' The original Next Steps Report envisaged that leg-
islation might be necessary to enable Agencies to operate with sufficient independence and
accountability.!* Several observers felt that the time had now arrived to give statutory backing
to Executive Agencies, endowing their agreements with Ministers with legal force. It was sug-
gested that this would strengthen the division of responsibility between Ministers and Chicf
Exccutives, facilitate improved public and Parliamentary scrutiny and make it more difficult to

“shift the goal posts™.!¢
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167. The Government argued that the establishment of Executive Agencies left the tradi-
tional doctrine of Ministerial accountability unimpaired while increasing “the accountability of
whole areas of Civil Service work, through greater openness and clearer lines of responsibil-
ity”™.! According to the Government, Agencies did not “undermine the key constitutional prin-
ciple that it is Ministers who are accountable to Parliament for all that their Departments do”.2
The Government emphasised the marked growth of information about the internal operations
of Government available to Parliament and the public as a result of Next Steps and argucd
that the creation of Agencies made accountability “more effective” through enhanced trans-
parency in Government.® Mr Waldegrave described the previous arrangements for Ministerial
replies on operational matters as “a fiction™, a view which has also been expressed by another
Minister.! The Government saw the new arrangements as an improvement on previous pric-
tice, because a Member of Parliament had an opportunity both to receive a reply from the
responsible civil servant and to seek a reply from a Minister if he remained dissatisfied.> Mr
Waldegrave added that it was important that a Minister or his office scanned replies to ensure
that issues were not emerging which related to policy.® The Government also challenged the
notion that responsibility in practice was too diffuse, Mr Waldegrave considering that it was
perfectly possible under the present arrangements for an Agency Chief Executive to be dis-
missed if he made “a pig’s car of managing the Agency”.” With regard to the criticism that
Agency Chief Executives were unable to comment on their resource levels, Mr Michael Bichard
did not believe that an Agency Chief Executive would be able to retain his credibility if he crit-
icised the resources framework within which he was required to operate.® The Government saw
no case for giving statutory form to the relationship between Ministers and Chief Executives,
believing the general quality of agreements reached between Departments and Agencies was
“levelling up™.® The Inland Revenue’s Management Plans for 1994-95 to 1996-97 include for
the first time a purchaser/provider contract, agreed with the Financial Secretary to the
Treasury, setting out the operational targets and objectives which the Department is expected
to meet in the year 1994-95 in return for the resources provided to it. The Chairman of the
Board of Inland Revenue considered this to be “an important development”; although targets
were not new, the contract formalised them in a new way. It would provide a firmer basis for
accountability. The Inland Revenue was “pioneering a contract” of this kind within the British
Civil Service.'® Mr Waldegrave commended this endeavour, which he expected other
Departments to follow.!!

(iv) Conclusions

168. In its initial study of the Next Steps initiative the then Treasury and Civil Service
Committee observed that “it is essential that change on this scale is not only carefully consid-
ered and expertly implemented, but also carries with it the enthusiasm both of civil servants
themselves, at all levels, and of those outside the Civil Service—the general public and their
representatives on both sides of the Commons”. ! Although the Government's wider pro-
gramme of reforms in the Civil Service is a matter of considerable controversy for reasons we
explore elsewhere, we are struck by wide level of support for and acceptance of the Next Steps
programme and the common view that it has facilitated a genuine improvement in the quality
of some public services.!* It has been argued that, while some particular changes which have
taken place might have happened without the establishment nf Agencies, the overall transfor-
mation in Government would not have been brought about without Next Steps.' We agree.
We believe that Next Steps Agencies represent a significant improvement in the organisation of
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Government and that any future Government will want to maintain them in order to implement its
objectives for the delivery of services to the public.

169. However, the success in establishing Agencies is only a means to an end. We believe
that the cultural change which lies at the heart of the Next Steps programme must be secured
and reinforced. In order to achieve this, changes will be required in the framework within
which Agencies are required to operate, although such changes should continue to take
account of the immense diversity of Agencies in terms of size and function. Two crucial issues
have been raised about Agencies during this inquiry: relations between Departments and
Agencies and accountability and responsibility. These two matters are intimately connected.
We consider that the delegation of freedom to manage to Executive Agencies has not been as
thorough and as complete as is desirable, and that this reflects real uncertainties about the divi-
sion of responsibilities between Ministers and parent Departments on the one hand and
Agencies and their Chief Executives on the other, uncertainties which arise in part from diffi-
culties in identifying and agreeing upon the dividing line between policy and operations. As a
solution to these difficulties, it is necessary to base the accountability of Executive Agencies on
a distinction which is more tangible: that between decisions made by the Agency and decisions
made by the Minister or parent Department. To this end, we recommend that the process of tar-
get-setting is replaced by annual performance agreements between Ministers and Agency Chief
Executives. The new performance agreements would be different in character from the current
target setting process and would have the following characteristics: they would arise from a
process of formal negotiation and require the active agreement of the Agency Chief Executive
as well as the Minister; they would prescribe a minimum of financial controls, ideally setting a
single financial target or laying down unit costs for Agency services; they would be subject to
an evaluation at the end of the year to be undertaken by a body outside the Department.
Where a Minister or parent Department wished to give an instruction to an Agency on a mat-
ter within the terms of the performance agreement, or to request the Agency to carry out work
outside the terms of the performance agreement, this should be done in writing and with finan-
cial terms specified as appropriate. It would be for the Agency Chief Executive to determine
whether such a written instruction was necessary. Although the scope for Ministerial and
departmental intervention would not be subject to any enforceable restraint, we believe that
this requirement, coupled with proposals below relating to accountability, would represent
important restraints on unnecessary interfercice. We do not think that the introduction of leg-
islation need be necessary for such annual performance agreements. They should be made
under the terms of revised framework documents.

170. We support the arrangements for Parliamentary questions on operational matters within
the ambit of an Executive Agency to be referred in the first instance to Agency Chief Executives
and we welcome the fact that their answers are now published in the Official Report. The extent
to which Chief Executives provide answers should, by and large, be seen as a welcome sign of
the extent of their devolved responsibilities and need not of itself be a cause for concern. We
nevertheless regard it as important that Ministers maintain an engagement with individual
cases raised by way of Parliamentary questions. We suspect that the scope for active
Ministerial involvement in individual cases raised in this manner under the previous arrange-
ments would not be universally regarded as “a fiction™. We believe that Ministerial interven-
tion will sometimes be desirable, particularly in individual cases, and is a necessary part of a
Minister’s role. Ministers should always respond where Members of Parliament consider the
response by an Agency Chief Executive to be unsatisfactory.

171. We do not believe that Ministerial power to intervene in the actions and decisions of
Agencies justifies the retention of Ministerial accountability for the actions and decisions of
Agencics for which Chief Executives are responsible. The theoretical separation of accountabil-
ity and responsibility is nowhere more untenable than in the operation of Agencies; continued
adherence to the theory behind such a separation might jeopardise the durability of the delega-
tion at the heart of Next Steps. The delegation of responsibility should be accompanied by a
commensurate delegation of accountability. We recommend that Agency Chief Executives should
be directly and personally accountable to Select Committees in relation to their annual perfor-
mance agreements. Ministers should remain accountable for the framework documents and for
their part in negotiating the annual performance agreement, as well as for all instructions given to
Agency Chief Executives by them subsequent to the annual performance agreement. To this end,
we recommend that all such instructions should be published in Agency Annual Reports, subject
only to a requirement to preserve the personal confidentiality or anonymity of individual clients.
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IX. PRIVATISATION, MARKET TESTING AND CONTRACTING ouT

(i) The changing role of Government

172. At the time of the Fulton Report in 1968, there appeared to be “a wide measure of
public agreement about the role of government™.! It was possible for the Fulton Committee
confidently to describe the continuing expansion of the responsibilities of the State and note a
change in the character of the tasks of Government from being “mainly passive and regula-
tory” to amounting to “a much more active and positive engagement in our affairs”.2 Any
notion of a consensus about the role of Government has subscquently disappeared: the role of
the state and the boundaries between the public and private spheres are matters of considerable
political and public debate.? It was noted that changing views of the role of the State were
likely to entail frequent changes in the tasks of the Civil Service and require flexibility in the
Civil Service in consequence.* The Conservative Government first elected in 1979 has exhibited
a particular concern to question the role of State and to examine whether particular tasks,
including those performed by the Civil Service, need to be carried out by the public sector. The
programme of efficiency scrutinies initiated by Lord Rayner in 1979 examined whether central
government functions needed to be carried out by it.> A similar approach was to some extent
implicit in the Next Steps programme, the Government stating that “before an Agency is estab-
Iished,b alternative options, including contracting out the work and privatisation, will be exam-
ined”.

173. It is evident, however, that the Government’s determination to examine such questions
in relation to the existing work of the Civil Service has taken on a harder edge in the last cou-
ple of years.” The basis for this approach was set out by Mr Stephen Dorrell, the then
Financial Secretary to the Treasury and Minister responsible for the Government’s privatisa-
tion programme. He argued that the Government had a duty on behalf of taxpayers to ask
whether services were organised so as to provide the best value for money, including whether
the State itself needed to provide the service itself, rather than securing the service in an open
market. This involved examining whether a task needed to be carried out by the Government—
whether it was part of the “inescapable core of Government”—and, if so, “what model of pro-
vision will best deliver the objectives of the organisation”. He considered this concern for
maximising the long-term efficiency of the State to be “an enduring one”.* Mr Waldegrave also
emphasised the value of this approach and the fact it was shared with Governments in other
countrics.” The key questions implied by this approach are scen by the Government as being:
“Does the job need to be done at all? ... If the activity must be carried out, does the
Government have to be responsible for it? ... Where the Government needs to remain responsi-
ble for an activity, does the Government have to carry out the task itself? ... Where the job
must be carried out within Government is the organisation properly structured and focused on
the job to be done?”!'® These questions are raised in various contexts, including the pro-
grammes we consider below and the Government’s fundamental expenditure reviews.!! The
validity of the Government’s general approach was endorsed by others. Sir Kenneth Stowe
considered that “Government and the Civil Service should do, and has the best chance of
doing well, what Government alone can and must do”.!2

174. The Government's approach in practice was, however, subject to criticism. The Council
of Civil Service Unions believed that the Civil Service as it stood represented “a core of the
public service™ and did not see any justification for adjusting the current boundaries dramati-
cally “other than as part of an exercise in political dogma™." Others detected an underlying
confusion in the Government’s approach, arguing that the aims of reducing public expenditure,

| The Civil Service: Vol 5(2): Proposals and opinions: Parts 3 and 4- Organisations and Individuals, p. 1086 (Mr (now Sir)
William Ryrie).

2 Cmnd. 3638, para. 7.

3 HC (1993-94) 27-H1, p. 37 (Mr Nevil Johnson); Q332 (Professor Peter Hennessy).

4 HC (1993.94) 27-111, p. 98 (Professor Gavin Drewry and Dr Philip Giddings).

S HC (1979-80) T12-H, pp. 46. 50, 56 {Sir Derek Rayner).

6Cm. 524, p. 7.

7 Q935 (Mr Richard Mottram).

8 QQII48-1152, 1168, 1172, 1175-1176, 1200-1201, 1224,

9 Q7. 1129,

10 Cm. 2627, para, 2.25.

1 HC (1993-94) 39011, p. 259 (HM Treasury). On the fundamental reviews. see also HC (1993-94) 87, para. 72.

12 HC (1993-94) 27-10, p. 113 (Sir Kenneth Stowe): HC (1993-94) 27-111. p. 83 (Mr David Faulkner, Dr Colin Crouch, Dr
Mark Freedland, Dr Desmond King).

13 QQ453. 456 (Mr Chatles Cochrane).

House of Commons Parliamentary Papers Online. .
Copyright (c) 2007 ProQuest Information and Learning Company. All rights reserved.



Ix FIFTH REPORT FROM

improving quality and reducing the role of the State were not as consistent as the Government
appeared to imply.! Professor Norman Lewis argued that the fundamental flaw in the
Government’s approach was that it had not identified the nature or characteristics of “core
government”. He commended the approach adopted in the United States of America, where
the Federal Government had identified “inherently Government functions”. He believed that
the Government’s questions should be accompanied by avowed criteria for deciding upon the
answer, to overcome the impression that “there exists no principled clarity in the way the
options are being discussed”.2 He considered the provisions of the Deregulation and
Contracting Out Bill, which set three categories of Government activity which could not be
contracted out, to be inadequate.’ Charter 88 found the Government's approach to be “alarm-
ing” and called upon politicians in all parties to build a new consensus on what the State
should provide.*

I75. The Government was profoundly sceptical about such an approach. While Government
witnesses agreed that there was “a certain spinal cord of State which cannot be under the pri-
vate sector” and pointed to functions of this spinal cord, such as “judicial functions, regulatory
functions, the exercise of high level discretion on behalf of Ministers, in support of Ministers,
anything that infringes the liberty of the subject ... the direct application of armed force”, they
emphasised that views on the nature and parameters of such core functions changed over time.$
Mr Dorrell emphasised that such decisions were ultimately for the Government of the day “as
the electorate’s representatives”.6 Mr Waldegrave believed it would be “futile” and “a waste of
philosophical effort” to attempt to set out an enduring description of “the inalienable core”
which had to remain in the public sector. The attempt to do so in the USA he considered
“ridiculous”.” Others supported the contention that any attempt to set out the core tasks of the
Civil Service would be impracticable, because the question was fundamentally political and the
answers would change with the outlook of the Civil Service’s political masters.®

(i) Privatisation and prior options

176. In her statement to the House of Commons announcing the launching of the Next
Steps inidiative in February 1988 the then Prime Minister said that “These agencies will gener-
ally be within the Civil Service, and their staff will continue to be civil servants™.? In this, the
Government was distancing itself from the emphasis in the original Next Steps Report, which
noted that an agency “may be part of Government and the public service, or it may be more
effective outside Government”.!® Qur predecessors nevertheless confessed to being slightly con-
fused as to whether the Next Steps programme was distinct from the privatisation programme.
The then Committee stressed the need to avoid uncertainty in individual cases: “If an
announcement that part of a Department is to become an Agency is grected by suspicions that
it might later be privatised, such uncertainty could well damage efforts to improve efficiency
and the quality of service. If the organisation is to be privatised, it should be made clear at the
outset that this is so™.!" In reply the Government said that “Next Steps ... is primarily about
those activities which are to remain within Government. Although it cannot be ruled out that
after a period of years Agencies, like other government activities, may be suitable for privatisa-
tion, the Government agrees that uncertainty should be avoided and that where there is a firm
intention of privatisation when an Agency is being set up, this should be made clear”.!? a
subsequent Report the then Committee reiterated that it is vital when establishing an A§cncy
to avoid any uncertainty as to whether its future lies in the public or the private sector”.!3 The
Government again stressed that Agencies remained subject to the Government's policy on pri-
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vatisation anld this option, along with other options, “would be considered before an Agency is
established”.

177. Since then, the Government's emphasis has changed as the privatisation programme
affects more Civil Service functions. In 1993 the then Financial Secretary to the Treasury, Mr
Dorrell, undertook a round of bilateral discussions with colleagues on privatisation, examining
possibilities for the restructuring of services and for the transfer of existing services to the pri-
vate sector.? This led to the decision to privatise Forward, the Civil Service catering organisa-
tion, “because there does not seem to be any good reason for the Treasury to be in the
sandwich-making business”, and the initial decision to privatise one Executive Agency, the
Driver Vehicles and Operators Information Technology Agency.? Subsequently, the
Government announced its intention to transfer to the private sector organisations such as “the
Crown Agents, the Electrical Equipment Certification Service, the Transport Research
Laboratory, the Laboratory of the Government Chemist and the National Engineering
Laboratory.* The Warren Spring Laboratory, which was formerly an Agency, has been merged
with part of the Atomic Energy Authority and is being considered for privatisation in that con-
text.> The rationale for the Government’s privatisation programme remains the same as in
1979: a belief that the activities privatised would benefic from being subject to private sector
management disciplines rather than political control.6

178. Each Agency is subject to review, normally around three years after establishment, and
this review includes reconsideration of prior options, including whether the Agency should be
abolished or privatised.” The Next Steps Project Manager believed that “prior options” were
considered in a stricter and more rigorous manner than had been envisaged in 1988.8 Mr
Waldegrave said that it was worthwhile in such reviews t. consider whether there was a case
for privatising an Agency or contracting out some of its work, Privatisation could be justified if
a service could be provided with better cost effectiveness in the private sector or if an Agency
was operating in a competitive market. Under any arrangement it would be necessary “to guar-
antee that the service you required could be guaranteed”.” This process has led to decisions
that some Agencies should be privatised. In other cases, such as the Queen Elizabeth II
Conference Centre, the Government has decided that there would be no immediate change in
status, but that the management should be the subject of a market test.! The process of prior
options has been criticised for its impact on Agencics. According to the Trosa Report, while a
minority of Agency Chief Executives actively seek privatisation, for most, the prospect of pri-
vatisation is seen as “a constant threat that prevents them from doing their job properly”. The
Report concluded that “while Agencies should not be able to regard themselves as exempt
from wider Government priorities, if they feel constantly under threat of privatisation, their
performance will inevitably suffer as they are forced to spend a large part of their time trying
to defend their very existence™.!! The Council of Civil Service Unions eloquently condemned
the Government’s approach as an effective abandonment by the Government of the unspoken
agrecment about the status of Agencies which was the prerequisite for union support for the
Next Steps initiative.'” The Transport Committee has recently examined the Government's case
for privatising the Transport Research Laboratory and remains to be convinced by it.?

179. Mr Waldegrave acknowledged that a balance had to be struck between the gains and
the losses of keeping Agencies under pressure. He considered that once an Agency had been
reviewed a couple of times with its status unaltered, the review would become “increasingly a
matter of just ticking the boxes, as it were, and saying, ‘Well, we really do not need to go over
all that again™." Subsequently, the Government has decided to change the frequency of
reviews from three to five years to “provide a more stable framework in which Departments

1 Cm. 841, p. 9.

2 HC (1992-93) 390-11, p. 259 (HM Treasury): Q1148 (Mr Stephen Dorrell).

3 Q1170 (Mr Stephen Dorrell). DVOIT has subsequently been sold to EDS-Scicon, Q2576 (footnote) (Mr Waldegrave).
4 Cm. 2627, para. 2.25,

5 Q2576 (footnote) (Mr Waldegrave).

6 QQI167, 1169, 1197 (Mr Stephen Dorrell).

7 HC (1992-93) 390-11, p. 206 (OPSS), Q39 (Mr Waldegrave).

8 Q899 (Mr Richard Mottram).

9 QQ2431-2433,

10 HC Deb., 22 March 1994, col 126w,

1L Next Steps: Moving On, paras. 3.2.7, 3.2.11.

12 Q497 (Mr John Elis). See also HC (1993.94) 27-11, p. 101 (Mr John Garrett).
13 HC (1993-94) 137-1, paras. 17-28, 42-46.

14 Q2434

House of Commons Parliamentary Papers Online. . .
Copyright (c) 2007 ProQuest Information and Learning Company. All rights reserved.




Ixti FIFTH REPORT FROM

and Agencies will be able to plan ahcad to improve performance”.! This reflected a judgement
by the Government that there was a danger of “perpetual review” in which circumstances the
review process might become “formulaic”.2 In assessing this process, we are not concerned with
examining the merits and demerits of privatisation in particular cases, but we are concerned
about the wider impact of prior options reviews on the Next Steps initiative. The Transport
Committee has recently observed that “the enthusiasm of organisations to obtain Agency sta-
tus, and the greater administrative and budgetary autonomy which that implies, might be
diminished if it were to become clear that Agency status is not permanent but rather a tempo-
rary staging post before transfer to the private sector™.> We believe that similar observations
could be made in respect of existing Agencics. It would be ironic if the single most successful
Civil Service reform programme of recent decades came to be regarded by the Government which
initiated it simply as a transitional phase. We believe that the value of Agency status as an instru-
ment for improving efficiency and quality of service in the Civil Service would be considerably
reduced if Agency status came to be seen principally as a staging post to the private sector. We
welcome the Government's decision to make reviews of Agency status less frequent, but believe it
to be important, where appropriate, for such reviews to result in positive assertions of the value of
particular Agencies remaining in the Civil Service.

‘iit) The Competing for Quality programme: the arguments of principle

180. The Competing for Quality programme was launched by the Government in
November 1991 as part of the Citizen’s Charter initiative.! The programme is based on the
proposition that “competition is the best guarantee of quality and value for money ...
Competition does not mean invariably choosing the cheapest service: it means finding the best
combination of quality and price which reflects the priority of the service”.* It proceeds prin-
cipally through a process of market testing “to establish for activities where it is possible for
them to be performed either by public servants or by the private sector, which alternative rep-
resents the best long-term value for money™.® Previous experience of market testing central
Government activities led the Government to expect savings in the region of 25 per cent, even
when an in-house bid was successful.” The Government made it clear that Departments which
achieved savings would be able to apply them for the benefit of their programmes.® But the
programme was seen as having other advantages: “focusing on performance outputs will pro-
duce clearer standards and improved quality of service; [there will be] an explicit
customer/supplier relationship; external and in-house bidders will be given the opportunity to
be more innovative in their field; and monitoring of contracts and service level agreements
will focus on the outputs. objectives and targets required in improving the efficiency and effec-
tiveness of targets™.” The principles of the Government's programme were supported by oth-
ers in evidence. Sir Peter Kemp believed that the original idea was one that nobody could
seriously object to: the idea of “shopping around” with the presumption that civil servants do
not “have any right to a job if it can be shown that somebody else can do it better or cheaper
or whatever™.'® Professor Norman Lewis saw clear advantages in the application of the pur-
chascr/provider split to central Government services, including a better concentration by
Government on “the business of governing”, a reduction in “political interference” and a res-
olution of a conflict of interests.!! The Confederation of British Industry also supported the
programme as an endeavour “to sharpen the focus of the Civil Service on its ‘core’ activities”,
pointing to parallel developments in business.!?

181. Other evidence questioned the validity of the assumptions underlying the
Government's Competing for Quality programme. The Civil Service unions saw the
programme as being “dogma driven”, questioning its long-term impact on both quality and
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efficiency.! It was argued that the programme did not take sufficient account of the intangi-
ble benefits of the Civil Service ethos and the different values and objectives of the private sec-
tor. The programme would undermine public service values, including impartiality, integrity
and confidentiality, and the wider commitment to public service rather than private gain.2
Others also expressed concern that competitive measurement of Civil Service work could not
capture the cultural advantages inherent in the Civil Service, including its commitment to
equity of treatment.’ Others contended that the purchaser/provider split imposed excessive
rigidity on public services not amenable to such a simple division. Concern was raised about
the consequent loss of coherence in the Civil Service and the dissipation of skills and expertise
required if the Civil Service was to retain its capacity to carry out functions if outside contrac-
tors failed. Contracting out was a onc-way street: once a particular function and the associated
skills and capacity had left the Civil Service, it was probably gone forever.® Finally, drawing on
experience in local government, the Government's expectations about the long-term levels of
savings arising from the programme were questioned.$

182. The Government doubted the force of some of these objections. While the Government
did not deny that it was “extremely unlikely” that an activity, once contracted out, would
return to the Civil Service, subject to the continuance of a competitive market, its guidance
states that “in some cases, Departments and Agencies may want to retain a strategic propor-
tion of a particular service in-house” to preserve operational expertise and continuity, although
“in most cases, and particularly where support services are involved, it is expected that
Departments and Agencies will market test the provision of the whole activity”.” The
Government did not concede that there was any particular difficulty in putting ethical require-
ments, such as confidentiality and equity of treatment, in contracts with the private sector,® a
view shared by Sir Peter Kemp.® Mr Charles Cox, an Executive Director of Hoskyns plc, which
has competed successfully for contracts under the programme, did not see a fundamental dif-
ference between a contractual requirement on a company to perform an activity to certain
standards, reinforced by the commercial necessity to provide the best service to retain the
work, and the requirements placed on civil servants, although he believed that there might be
certain work not amenable to contractual requirements in this way.'

(iv) The management of the market lesting programme

183. In addition to discussion of the merits and demerits of the Competing for Quality pro-
gramme, much evidence focused on the operation of the programme in its first “year”, the
period 1 March 1992 to 30 September 1993. The Efficiency Unit was responsible for agreeing
the overall targets across Government, although primary responsibility for developing pro-
grammes rested with individual Departments.!" Despite this theoretical position, one of the
main criticisms of the programme was that pressure on Departments to contribute to the cen-
trally co-ordinated programme had undermined the automony of Agency Chief Executives.
The Trosa Report noted concern that the implementation of market testing had been “too
centralist and has not always taken account of the management coherence of an Agency”.'2 A
former Permanent Secretary echoed this view.!> Ms Elizabeth Mellon saw a tension between
two different policy strands, the delegation of responsibility and the stress on markets and
competition: “We are failing to grasp either policy fully and see it through to its logical con-
clusion. Hence we are swinging between ‘freedom to manage’ ... and ‘freedom to choose’
(complex and administratively constructed markets full of contradictions and driven by

1 QQ1762 (Mr Barry Reamsbottom), 1765 (Mr Bill Brett and Mr John Sheldon).

2 HC (1992-93) 390-11, pp. 105-107 (Council of Civil Service Unions); QQ427 (Mr John Ellis), 1755 (Mr Barry
Reamsbottom), 1776 (Mr Bill Brett). See also HC (1993.94) 27-111, pp. 74-75 (Inland Revenue Staff Federation), 123-124
(Mr Barry O'Toole).

3QQ303, 310 (Professor Peter Hennessy); HC (1992-93) 390-11, p. 295 (Ms Llizabeth Mellon).

4 HC (1993-94) 27-11, pp. 67 (Professor John Stewart), 85 (Mr David Faulkner, Dr Colin Crouch, Dr Mark Freedland, Dr
Desmond King).

5 HC (1993-94) 27111, pp. 29-30 (Dr Geofirey K Fry). 13 (Dr Peter Barberis); HC (1992-93) 390-11, p. 107 (Council of Civil
Service Unions).

6 HC (1992-93) 39014, y». I0VT; HC (1993-94) 27-111, p. 66 (Professor John Stewart).

7.QQ1322.1526 (Sir Peter Levence); The Government's Guide 1o Market Testing, paras. 1.9, 3.8

8 QQI132-1133 (Mr Waldegrave), 2256 (Sir Anthony Battishill).

9 QQ408-411.

10 QQ1530-1534.

H Cm. 2101, p. 59; HC (1992-93) 390-11, pp. 307, 306 (Efficiency Unit); QQ1265, 1334 (Sir Peter Levene).

12 Next Steps: Moving On, paras. 6.2.5-6.2.7.

13 HC (1993-94) 27-111, p. 40 (Sir Peter Lazarus).
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central fiat)".! Sir Peter Kemp did not see any logical contradiction between Next Steps princi-
ples and market testing, but did warn that if market testing “beconies an ideological affair that
is done for its own sake, because it is thought good in itself ... I think it would cut across the
Agency concept™.? The Government denied that there was a conflict either in principle or in
practice. Agencies constituted a large part of the Civil Service and could reasonably be
expected to participate in central policies and initiatives. It was reasonable to expect Agencics
to test the value of their activities; it was likely that Agency Chief Executives would wish to
embrace market testing; Agency Chief Executives retained discretion about their market testing
programmes, subject to their accountability to departmental Ministers.’

184. The market testing programme was based on the principle of “a level playing ficld”,
with equal opportunities for the public and private sectors to compete and no presumption
about the outcome.* The then Chancellor of the Exchequer stated in the original White Paper
that the Government had “no dogmatic preference” for either the public or private sector.® The
extent to which this ideal was reflected in practice was questioned both by private sector
participants in the programme and by the Civil Service unions. Mr Charles Cox believed that
“a level playing field” was neither possible nor necessary. Both sides had advantages and
disadvantages in a competition, just as there were varying competitive advantages within the
private sector.® He was concerned, however, at a number of aspects of the programme which
hindeied the private sector and assisted an in-house bidder. Drawing on experience in a
number of competitions for Information Technology contracts, he argued that specifications
were too rigid to provide the basis for the levels of change required to deliver significant
efficiency and cost savings, being excessively reliant on the way a task was currently carried
out, overemphasising process rather than output and limiting the scope for innovation over the
life of a contract.” Another competitor shared this view, believing that the Civil Service man-
agers lacked the relevant commercial expertise which led to “a prescriptive tendering system
which fossilises the status quo™.® The advantages of in-house bidders over private sector com-
petitors were highlighted: outside contractors were subject to enforceable legal contracts, which
might include penalty clauses, whereas successful in-house bidders were not subject to equiva-
lent legal sanctions;” private sector bidders had to include the cost of preparing a bid and of
carrying the cost of unsuccessful bids in a contract price while in-house teams were not
required to take account of the costs of a bid;!® in-house bidders would have access to more
information about the service required.! Mr Cox was also concerned that, in preparing
tenders, the Government did not take sufficient account of employment implications. in that an
outside contractor would inherit the defeated in-house staff in a field with declining staff levels,
creating problems both of morale and likely redundancy costs.!? In conclusion, he considered
that there was a level of “disaffection™ and “disenchantment™ about the programme in industry
which could threaten its success in delivering the expected benefits.!?

185. The Civil Service unions viewed the problems of the market testing programme from a
somewhat different perspective. They argued that prospects for competition were vitiated by
the Government's “severe bias in favour of private provision”." Staff were not trained prop-
erly in how to produce an in-house bid, and were given little assistance in compiling the bid.!?
In-house teams were required to comply with Civil Service guidance on equal opportunities
and programmes of action for women, cthnic minorities and disabled people, whereas bidders
from outside were not, representing “a distinet disadvantage™ for Civil Service bidders.'s Sir
Peter Lazarus also feared that market testing might work against the Civil Service because of
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the presumption in Government that the private sector was necessarily better or more cflicient
than the public sector.!

186. In responding to these criticisms, the Government did not dispute that the Civil Service
and private sector bidders each had particular advantages and disadvantages.? Sir Peter Levene
thought that “the fact we have companics who are complaining that the in-house teams have
an unfair advantage and in-house teams complaining that companies have an unfair advantage
means maybe the balance is about right”.3 The Government did not deny there had been prob-
lems with over-prescriptive tenders, but believed such problems were being overcome as
Departments gained more experience of competitive tendering and specifications became more
broadly based.* Some of the advantages of the Civil Service teams were inherent in their posi-
tion in the Civil Service. In-house teams could not be made the subject of binding contracts
because of the indivisibility of the Crown which made legal action within or between
Departments impossible. Non-performance could lead to a service level agreement with an in-
house team being terminated, and Government guidance specified that care should be taken to
ensure that external bids were not unduly disadvantaged by the demand for performance bonds
not required of the in-house bid.* The Government did not believe it appropriate for the costs
of preparing an in-house bid to be taken into account in preparing a bid; they were sunk costs,
incurred regardless of the success of the bid.¢ The Government rejected the implication that
contracting out was being used to “off-load staff” to the private sector in anticipation of their
being made redundant.” It also rejected the main criticisms of the Civil Service unions. It
denied that the requirement to adhere to Civil Service equal opportunities policies put in-house
teams at a competitive disadvantage.? More generally, it pointed to the success of in-house
teams during the 1992-93 programme. In previous years only about a third of competitive ten-
ders in central Government were awarded to in-house teams.” In 1992-93, where in-house
teams competed, they won about 57 per cent of the work by value. In-house teams were suc-
cessful in 147 out of 229 competitions with an in-house bid and the Government characterised
many of these as innovative and of high crality, 10

187. In the period up to 30 September 1993 the Government set itself the target of market
testing activities valued at £1,449 million and involving over 44,000 civil servants.!! When
asked in July 1993 whether he expected the market testing of 44,000 civil servant jobs to be
completed by the end of September, Mr Waldegrave replied “just about™.!? In fact, by the end
of September 1993, tests had only been completed for activitics valued at £726 million and
involving 16,300 staff,!* although by the end of the calendar year the Competing for Quality
exercise had been completed in respect of activities with a pre-test value of £1,119 million.
The Government advanced various reasons why it had fallen short of its original “challenging
goals™, including the need for revision of activities for market lesting because of statutory
obstacles to contracting out and “a rather unnccessary shemozzle™ about the application of the
Transfer of Undertakings (Protection of Employment) Regulations.'® Sir Peter Levene referred
to the “ambitious™ nature of the original target and pointed to the lack of relevant past experi-
ence in some Departments.'s Sir Robin Butler, while not involved in advising on the targets,
saw value in setting ambitious targets to encourage staff to even greater effort.'” While admit-
ting to “optimism” in July 1993, Mr Waldegrave emphasised his dependence upon returns from
Departments, whose work did not accelerate thereafter as had been expected. He believed that
momentum had been established and argued that “it does not actually matter whether it is
done by September or November”. He thought that the Government was in the carly part of a

I HC (1993-94) 27111, p. 40.
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learning curve up which it would subsequently rise steeply.! Others were more critical of the
performance of the 1992-93 programme. The Civil Service unions saw the failure to deliver on
the original target as symptomatic of the problems of a programme which was “dogma
driven”.2 Mr Cox attributed it to a lack of relevant expertise in the Civil Service and the linked
disenchantment with the programme in industry.

188. Even though the full programme for 1992-93 was not completed by the end of 1993, the
Government pointed to substantial savings arising from the programme. By the end of
September 1993, it had led to savings of approximately £100 million.* By the end of December
1993. the programme was said to have produced savings of at least £135 million, a figure which
did not include savings from some contracts which were new or still the subject of negotiation.
The overall average saving compared with the previous cost of the activity was over 22 per
cent. The Government stated that the overall annual cost of supporting the programme
amounted to just under £20 million, which it considered implied a good return for the taxpayer
on the investment in the programme.® The total costs of supporting the programrnie in the
period 1 April 1992 to 31 December 1993 was slightly over £49 million, but the Government
had annualised these and anticipated subsequent costs over a ten year period, an approach
considered reasonable by the head of the Government Accountancy Service.® Mr Waldegrave
pointed out that the estimated savings were relatively conservative, because they did not make
assumptions about further savings in subsequent market tests.” The Civil Service unions were
very sceptical about the claimed level of savings, suggesting that the Government had under-
stated the costs associated with the programme.® The Government sought to refute these sug-
gestions.” Mr John Garrett was also sceptical about the Government's claims on savings,
suggesting that the costs of subsequent tendering exerciscs might have been underestimated.!

189. The Government has established a new programme for 1993-94 to expose to competi-
tion activities valued at £830 million and involving 35.000 staff. This is in addition to the out-
standing element of the 1992-93 programme which Departments are expected to complete. In
stafl terms, this 12-month target was seen by the Government as more challenging than the 18-
month programme for 1992-93."" Mr Waldegrave said that he would “be very disappointed” if
the Government did not get “very near” to the £800 million target. The Government was learn.
ing from experience and running cost restraint ensured Departments did not lack incentives.!?
In the White Paper on the Civil Service the Government announced that the privatisation and
Competing for Quality programmes would in future be subject to “less detailed central over-
sight”. Departments will now have greater freedom and flexibility to combine policies of com-
peting for quality and privatisation in *“a cohcrent package”.! Mr Waldegrave firmly rejected
the notion that this change amounted to an acknowledgement of the ineffectiveness of the cen-
tral direction of these programmes up to that point, believing it to be a logical development as
the Competing for Quality programme gathered momentum. While Departments were theoret-
ically free to abandon market testing, he considered it “implausible” to suggest that they would
wish to do so."

190. In addition to this new approach, the Government has sought to respond to private
sector concerns zbout the management of the Competing for Quality programme. Mr Cox had
proposed that the Government should establish a forum to bring together policy makers, user
Departments and external suppliers to promote greater industry involvement beyond the test
process itself.!* In response, the Government acknowledged the need to improve its efforts to
involve the private sector and seek their views on how to address difficulties which arose.'® A
Private Sector Forum has now been established to provide a chanuel of communication on
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Competing for Quality issucs between the private sector, central Departments and othey
Departments and Agencies, at which individual market tests are not discussed.! The Council of
Civil Service Unions expressed concern about the possible commercial advantages arising from
this Forum and called for guidelines on its operation, a call rejected by the Government.?2

(v) Strategic contracting out

191. The Government's market testing programme is based on the general proposition that
“for a genuine value for money test to be applied, in-house teams should have the opportunity
to put forward a firm bid on the same basis and timescale as the private sector”.> However, the
original White Paper made clear that there would be circumstances where the Government
might take a “strategic decision not to continue as a direct provider”, for example because in-
house provision might detract from a Department’s ability to concentrate on core functions or
because the private sector would be better equipped to provide a particular activity due to a
better understanding of market needs or specialist expertise. It was also stated in 1991 that
there should be a general presumption in favour of contracting out new services.* Reporting to
the House on the 1992-93 programme on 4 November 1993, Mr Waldegrave said that “in some
instances, we took a strategic view that, in future, the work in question should be done by the
private sector and not the public sector”, On the provisional information then available, he did
not consider it would have been helpful to break down information by types of outcome.’
Subsequent information indicated that, for the period up to 31 December 1993, activities previ-
ously valued at £768 million out of a total value of £1,119 million were contracted out with no
in-house bid. A total of 113 activitics were contracted out as a result of a strategic decision to
cmploy an outside supplier, although £525 million was accounted for by two reviews—the
Atomic Weapons Establishment and Inland Revenue Information Technology Services.

192. The Council of Civil Service Unions believed that this information confirmed their con-
tention that “political dogma is driving the programme, not value for money or quality of ser-
vice considerations”. They argued that the level of savings from direct contracting out was
lower and that it represented “the most expensive option”.” Mr John Garrett believed that the
extent of strategic contracting out demonstrated how far the programme had become “another
vehicle for privatisation”.® The Government disputed the union claim that strategic contracting
out was the most expensive option. Excluding the two largest tests where it was not possible to
attribute savings, decisions to contract out without an in-house bid resulted in an average sav-
ing of 19.6 per cent, “hardly different enough to the in-house win average of 20.8 per cent to
draw any conclusions about relative expense”.? Mr Waldegrave argued that there were areas
such as information technology where the Government could not maintain the investment and
expertise necessary to compete effectively with the private sector and from which it was best for
the Government to withdraw.'® The proportion of the 1993-94 programme which such activi-
ties would represent could not be predicted in advance.!!

(vi) The implications of contracting out for accountability

193. Concerns were also expressed about the impact of the Competing for Quality pro-
gramme on accountability. The Civil Service unions argued that contracting out would *dra-
matically reduce the accountability of service provision to the public and Parliament” by
severing the direct administrative link between the providers of the service and Ministers.!2
This concern was shared by others.!3 It was suggested that contracts were not published and so
the standards laid down in them were not publicly known."¥ QOne proposed solution was that
all contracts should be subject to Parliamentary proceedings, involving scrutiny by a new Joint
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Committee and a power for either House to annul a contract.! It was aiso suggested that there
were problems relating to the audit of services delivered under contract with Government.2 The
Committee of Public Accounts has stated that “we regard as a matter of fundamental impor-
tance the Comptroller and Auditor General’s ability to provide Parliament with information
on the way in which Departments have discharged their accountability for activities contracted
out and the expenditure so incurred. It is therefore evsential that the Trezsury make it clear to
Departments that the Comptroller and Auditor Gereral must have access to any records held
by contractors which relate to their performance of market testing activities, just as he would if
the Department were holding such records.”* The Comptroller and Auditor General noted that
some state auditors had a power “to follow public money wherever it goes™. Some submis-
sions also pointed to the exiguous nature of legal controls over contracts, which they believed
remained in the field of private rather than public law.’

194. The Government believes that “the accountability of Ministers to Parliament following
i market test remains unchanged irrespective of whether an activity is carried out by civil ser-
vants or by a private contractor™.® Mr Waldegrave has pointed out that Ministers have been
accountable for state services provided by the private sector for many years.” The Government
saw no reason why service standards in a contract should not be in the public domain, subject
to the requirements of genuine commercial confidentiality, and drew attention to Government
guidance issued under the Code of Practice on Access to Government Information in the
spring of 1994 to this effect.® This guidance emphasises that contracting out should not lead to
a “loss of transparency as to the quality and effectiveness of services delivered” and that “com-
mercial sensitivity should not extend to the concealment of the sort of information about per-
formance or service standards which the public would have if a service were delivered directly
by a Department™. It lists information which should normally be made public, including “the
identity of a successful tenderer, the nature of the job, service or goods to be supplied, the per-
formance standards set ... [and] the criteria for award of contract”.? With regard to audit,
Government guidance now states that “Departments and Agencies should ensure that the
NAQO continues to have access to documents to enable it to carry out financial and value for
money audits. Departments and Agencies may themselves hold these documents even though
the work has been contracted out. However, where such documents are no longer held by the
Department or Agency the NAO will need to have a right of access to the relevant papers and
records held by the contractor and this should be provided for in the contract™.!?

(vii) Market testing and contracting out: conclusions

195. The market testing programme has not been conducted cffectively by the Government so
as to enlist the enthusiastic support of either civil servants or potential private sector contractors.
The reduction in the level of central oversight and the greater freedom granted to Departments in
the White Paper is welcome. Market testing is likely to be more effective when it is a manage-
ment tool available to Civil Service managers. We are particularly surprised at the proportion of
the 1992-93 Competing for Quality programme in which in-house bids have not been permitted in
view of the Government’s own statement that, “for a genuine value for money test to be applied,
in-house teams should have the opportunity to put forward a firm bid on the same basis and
timescale as the private sector”.!" We recommend that, in future, all Government Departments
should inform Parliament at once of any decision to exclude an in-house bid from a competition,
together with the reasons for each decision. We welcome the broad thrust of Government guidance
on public access to contract information, but public access need not be the same as public avail-
ability. We recommend that Parliament should be informed at the earliest available opportunity of
all contracts and service levels agreements reached under the Competing for Quality programme,
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together with the identity of the successful tenderer, the nature of the job, service or goods to be
supplied, the performance standards set and the criteria for the award of the contract.

X. MANAGING THE POLICY PROCESS

(i) The nature and characteristics of the policy process

196. While the Civil Service performs an immense variety of tasks across the country,
responding to the requirements of members of the public, its public image remains dominated
by “Whitehall” and by one function above all others—that of tendering policy advice to
Ministers. The recent reforms we have considered above have had the welcome effect of help-
ing to redress the balance, placing a new stress on the management of service delivery.! Yet this
new emphasis on management should not exclude consideration of the policy process, which is
itself a management task calling for management skills of a high order.? FFrom this inquiry a
number of characteristics of the policy process became clear which should be borne in mind in
considering its management:

(i) Iv requires the gathering of complete, accurate, objective and timely information about
current policies and their implementation and about other policy options.* This is one
of several ways in which the policy process and service delivery are interdependent, for
it is principally from those directly concerned with implementing a policy that much
information on its operation should come.*

(i) It requires flexibility and responsiveness, not only because priorities change with
Ministers and Governments, but also because the policy process is often driven by
external pressures or crises.’

(iii) It involves an often almost continuous interaction with Ministers, determining the line
between advice and decision which is not sclf-explanatory and taking account of
Ministerial preferences and priorities.

(iv) In part to reflect this need, it is, to an increasing extent, an oral process, depending as
much upon the Ministerial meeting as upon written submissions from officials to
Ministers.”

(v) Despite the level of engagement with Ministers in the policy process, civil servants are
expected to endeavour to give objective advice, even if it is unpopular advice, drawing
on their professional knowledge and expertise, to complement rather than replicate the
Ministerial contribution

(vi) It involves the effective and committed implementation of policies determined by
Ministers as well as the development of sound policics. It thus engages more civil ser-
vants than might be associated with policy advice as such.?

(vii) Finally, like other aspects of Civil Service work, it has considerable diversity.'0

197. Our predecessors emphasised that the creation of Next Steps Agencies should not cre-
ate unnecessary discontinuity in the policy process and that Agencies and their managers
should have an input into policy making.'" The Government agreed about the importance of
this.!”2 Mr Michacl Bichard said that “the operational input into policy has improved beyond
recognition” as a result of the creation of the Benefits Agency, which was treated as a partner

1 Sir Peter Kemp, Beyond Next Steps, p. 17; Q1355 (Sir Robin Butler).

2 HC (1993-94) 27-11, p. 116; Q1681 (Sir Kenneth Stowe).

3 HC (1993-94) 27-1L. p. 113: QQ1676-1677 (Sir Kenneth Stowe); Cm. 2627, para 2.4,

4 HC (1993-94) 27-11. pp. 100 (Mr John Garrett), 116; QQ1677, 1681 (Sir Kenncth Stowe), 2264 (Sir Anthony Battishill).

5 HC (1993-94) 27-111,. pp. 109 (Sir Brian Cubbon), 131 (Dr Andrew Massey); Q1682 (Sir Kenneth Stowe).

6 HC (1993-94) 27-111, pp. 10 (Sir Alan Bailey), 109 (Sir Brian Cubbon); QQ245, 248 (Mr Chnistopher Dunabin), 544 (Lord
Howe).

7 HC (1993-94) 27-111, p. 108 (footnote) (Sir Brian Cubbon); Q886 (Lord Jenkins).

8 HC (1993-94) 2711, p. 6 (Sir Brian Hayes), Cm. 2627, para. 2.4; QQ543 (Lord Howe), 2092 (Sir Robin Butler).

9 HC (1993-94) 27-111, pp. 6 (Sir Brian Hayes), 85 (Mr David Faulkner, Dr Colin Crouch, Dr Mark Freedland, Dr
Desmond King), 105-196 (Sir Juck Hibbert); Next Steps: Moving On, para. 4.8.1 (footnote).

10 HC (1992-93) 390-H1, p. 93 (Sir Peter Kemp); HC (1993-94) 27-111, p. 34 (Mr Nevil Johnson).

I HC (1990-91) 496, para. 40. Sce also Making the Most of Next Steps, p. 23; HC (1992-93) 390-11, p. 322 (Dr lan Colville
and Professor Cyril Tomkins).

12 Cm. 1761, p. 5.
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in policy development.! This clearly applics in the case of some other Agencies.” In some cascs,
such as the Prison Service Agency, an Agency Chief Executive acts as a Minister's principal
policy adviser on a particular policy area.’

198. The Civil Service does not, of course, represent the sole source of advice to Ministers,
who seck advice from a wide range of sources, including political advisers, whose work is con-
sidered below, interest groups and representative bodies and external “think tanks”.* Some evi-
dence stressed the value and importance of such advice, including that from outside
consultants.> However, the Civil Service unions were concerned about the apparently unfo-
cussed use of consultants in Government, which could be costly and and could diminish the
store of knowledge within the Civil Service.® The Efficiency Unit recently published a study
which cxamined the effectiveness with which money was spent on external consultants by
Government Departments and which made recommendations to improve the ways in which
Government Departments use consultants in future.” Even with the development of external
policy advice, there remained widespread agreement that the Civil Service should continue to
have a central role to play in the policy process.?

(ii) A case for reform?

199. While the policy process had particular characteristics which make it different in nature
to some other Civil Service functions, Lord Rayner emphasised when he was the Prime
Minister's Adviser on Efficiency and Effectiveness that “policy must not be sacrosar.ct because
highly intelligent and educated officials in Whitehall understand it and appreciate its intellec-
tual capabilities”. The original Next Steps Report was concerned with “the better delivery of
services both to the public and to Ministers”: its proposals were designed to enhance the deliv-
cry of policies as well as services; it held out the prospect of Ministers and senior civil servants
being able to “concentrate on their progcr strategic role of setting the framework and looking
ahead to plan policy development”.'0 In implementing the Next Steps programme, the
Government adopted a different approach to that envisaged in the original Report: the
Efficiency Unit team had had a top down approach, starting with the core around Ministers;
the implementation relied upon a bottom up approach, first identifying functions which could
most readily be turned into Agencies. This focus on service delivery and gradual implementa-
tion was both understandable and integral to the programme’s carly success.!! Nevertheless, a
marked feature of this inquiry was the criticism that reform programmes had left policy func-
tions virtually unchanged, anachronistically holding out against the changes which had bene-
fited other functions.'?

200. This was seen as a matter of concern for several reasons. First, the policy process, and
the distribution of resources which forms a part of it, matters profoundly, both in political
terms for the Government of the day and for the quality of services delivered to the public. In
the view of Sir Brian Cubbon, it was the essential prerequisite for good government.!3 Second,
it was argued that changes in the structures of the Civil Service not directly concerned with
policy advice were nevertheless bound to have a profound effect on traditional policy-making

procedures.™ It was also suggested by Mr Graham Mather that “it would be very unfortunate
if modernisation and competition was seen to be deemed applicable largely to the outer reaches

1 Q2245.

2 HC (1993-94) 27-111, p. 131 (Dr Andrew Massey); Next Steps: Moving On, para. 4.8.3.

3 HC (1992-93) 390-11, p. 285 (Professor Norman Lewis); Q984 (Mr Richard Mottram); Next Steps: Moving On, para. 4.8.3.
4 HC (1993-94) 27-11, p. 30 (Cabinet Office); HC' (1993-94) 27-111. p. 89 (Mr David Faulkner, Dr Colin Crouch, Dr Mark
Freedland, Dr Desmond King).

5 HC (1993-94) 27-111, p. 47 (Confederation of British Industry), QQ1682 (Sir Kenneth Stowe), 1995-1996 (Sir Robin
Butler).

6 HC (1992-93) 390-11, p. 53 (FDA); HC (1993-94) 27-11, p. 134 (Council of Civil Service Unions).

1 The Government's use of external consultants (Efficiency Unit, 1994).

8 HC (1993-94) 27-111, pp. 6 (Sir Brian Hayes), 10 (Sir Alan Bailey), 64 (Sir GeofTrey Chipperfield).

9 HC (1981-82) 236-11, Q392.

10 Impraving Management in Government: The Next Steps, paras. 1, 15, 47.

11 HC (1987-88) 494-11, QS (Mr Peter Kemp); HC (1993-94) 27-1i1, pp. 83 {Mr David Faulkner, Dr Colin Crouch, Dr Mark
Freedland, Dr Desmond King), 101 (Professor Gavin Drewry and Dr Philip Giddings).

12 HC (1992-93) 390-11, p. 93; Q360 (Sir Peter Kemp); HC (1992-93) 390-11, p- 285 (Professor Norman Lewis). See also HC
(1993-94) 27-11, p. 116 (Sir Kennzth Stowe).

13 HC (1993.94) 27.111, p. 108 (Sir Brian Cubbon); HC (1986-87) 358-i, p. 83 (Professor Fred Ridley); Improving
Management in Government: The Next Steps, para. 31; Q1681 (Sir Kenneth Stowe); HC (1993-94) 27-111, p. 10 (Sir Alan
Bailey); Next Steps: Moving On, para. 4.8.1 (footnote).

14 HC (1992-93) 390-11, p. 71 (Mr Graham Mather); HC (1993.94) 27-111, pp. 16 (Dr Peter Barberis), 49 (Mr Andrew Gray
and Dr William Jenkins).
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and not at the centre”. He feared that the senior staff “who operate the core policy machine see
themselves as a high priesthood who are somchow exempt from ... mechanical measurement
tasks ... They have managed to escape from this sort of measurement and scrutiny which they
apply ... to other parts of national life.”!

201. The case for reforming the policy process was strengthened in the eyes of its advocates
by the contribution of civil servants towards policy failure. Mr Graham Mather considered
that the Civil Service should share the blame for “decades of systematic policy failure”. The
Civil Service contributed towards policy incoherence and periods when it played a large part in
policy-making had been “very unsatisfactory for Britain”.2 Others expressed concern at recent
failures at official level which indicated systemic weakness, a deterioration in the formulation
of policy and its implementation.} Some were also critical of the overall quality of the policy
process. Sir Brian Cubbon felt that “no one could claim, whatever their party political position,
that Government decisions in the last 30 years have been of a high standard”.* Sir Kenneth
Stowe, drawing on contacts with former colleagues, believed that “a degree of hesitancy now
exists ... between Ministers and officials as to the propriety of officials becoming engaged in
cvaluating routinely the outcome of policies”.’

202. Some critics of the current policy process felt that the formal Ministerial responsibility
for policy decisions not only did not absolve officials from blame for failure, but also went
some way to explain that failure. According to Mr Graham Mather, “the idea that officials are
simply there to advise Ministers and implement Ministerial decisions is a constitutional fic-
tion”. In practice, he thought, responsibility was shared between Ministers and officials and
this should be recognised and the responsibilities of Ministers and officials more clearly sepa-
rated.® This analysis was endorsed by Professor Norman Lewis, who believed that “the consti-
tutional position is seriously out of kilter with reality”. The contribution of officials towards
that decision-making process should be made more visible, including their advice on policy
options which were rejected.” Others supported the idea that “the public has the right to know
if a civil servant dissents radically in his or her advice on policy or questions the effectivencss
of the delivery of public services”.8

203. Many believe that the traditional notion of Ministerial responsibility for policy remains
sound. Upon his departure from the Government, Mr Norman Lamont told the House of
Commons ihat he was “astonished how, when things go wrong, often it is the civil servants
who are blamed when it is we politicians who make the decisions and it is we politicians who
should carry the blame”.® His successor as Chancellor of the Exchequer, Mr Kenneth Clarke,
also had little doubt that the Government itself was the driving force behind policy so that “the
errors (if there are errors) are the errors of Ministers, just as the successes are the successes of
Ministers”.!® Lord Howe held a similar view.!" It was argued that this position was justified
not only because civil servants were responsible for advice rather than decisions but also
because the frequent interaction of civil servants and Ministers rendered responsibility for
advice and decision-making hard to separate in practice as well as in theory. According to
Lord Jenkins, “advice in a sensibly-run Department where there are good relations with the
Minister and his different civil servants is not a formal matter”.!? The case for civil servants’
advice to Ministers remaining confidential was felt by the Government and others to be com-
pelling, to ensure both that civil servants gave frank and fearless advice and that the political
neutrality of the Civil Service was safeguarded.!> The Government accepted that factual infor-

I HC (1992-93) 390-11, pp. 71-72; Q287.

2 HC (1992-93) 309-11, p. 71; QQ278, 282, 286, 287.

3 HC (1992-93) 309-11, p. 279 (Professor Sue Richards), QQ1645-1646 (Mr John Garrett); Sir Peter Kemp, Beyond Next
Steps, pp. 8, 30.

4 HC (1993-94) 27-1il, p. 109.

5 HC (1993-94) 27-111, p. 114; QQ1679-1680.

6 HC (1992-93) 390-11, pp. 70, 72; QQ27S, 282, 290.

7 HC (1992-93) 390-11, pp. 284, 288; HC (1993-94) 27-I1. p. 76; QI515.

8 HC (1993-94) 27-111, pp. 111 (Charter 88), 23-24 (Dr Keith Dowding).

9 HC Deb., 9 June 1993, col. 281.

10 Minutes of Evidence taken before the Treasury and Civil Service Committee on Wednesday 21 July 1993, General
Economic and Financial Matters, HC (1992-93) 991-i, Q53.

11 Qs6l.

12 QQ1414-1415 (Sir Robin Butler); HC (1993-94) 27111, p. 39 (Sir Peter Lazarus); QQ248 (Mr Chrisopher Dunabin), 886
(Lord Jenkins).

13 QQ94 (Mr Waldegrave), 194, 196 (Sir Robin Butler), 247, 1782 (Ms Elizabeth Symons), 886 (Lord Jenkins); HC (1993-
94) 27-11, pp. 16 (Dr Peter Barberis), 89 (Mr David Faulkner, Dr Colin Crouch, Dr Mark Freedland, Dr Desmond King),
Cm. 2627, para. 2.32.
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mation provided to Ministers with advice was in a different category and the Government's
Code of Practice on Access to Government Information is designed in part to ensure that such
information was publicly available.! Some evidence cast doubt on the extent to which the cur-
rent Government approach, including the Code of Practice, would actually make available to
Parliament and the public the factual information and objective analysis of it to which it was
felt they were entitled, arguing the Code of Practice was 100 sweeping in its description of pol-
icy advice which should remain confidential.

204. A case for reforming the policy process should not be based on assumptions about
trends in the quality of policy advice. However, we sce no case for complacency about the
management of the policy process. Its effectiveness is absolutely vital to the wider effectiveness
of Government. There seems no reason 1o believe that the management of the policy process
should be immune from reform. or should not benefit from reform, in the same way as other
parts of Government, provided that such reform takes account of the particular characteristics
of the policy process.

(iii) Proposals for reform

205. Some proposals for reforming the policy process have well-established antecedents. The
Haldane Committee of 1918 drew attention to the need to separate more clearly “the system-
atic application of thought™ from “the transaction of business”.* The Fulton Committee in
1968 felt that, “at present, policy-making, especially long-term policy thinking and planning, is
the responsibility of officers over-burdened with more immediate demands arising from the
Parliamentary and public responsibilities of Ministers”. It reccommended the establishment of
units within Departments responsible for long-term policy planning, drawing on outsiders on
short-term contracts or secondment, and headed by a Senior Policy Adviser, whose responsibil-
ities would be separate from those of the Permanent Secretary who would remain in control of
day-to-day operations.* These recommendations were not fully implemented. Drawing on these
proposals and his experience in the Next Steps programme, Sir Peter Kemp advocated an
extension of the Agency principle to suitable policy functions. An individual would be
appomted to head a policy project team, to deliver an outcome specified by a Minister and
would be personally and openly accountable for the result. The team would include staff from
different Departments and Agencies and from outside the Civil Service. Possible subjects for
pilot projects included youth homelessness, local authority accountability and the planning and
control of public expenditure. Organisational change of this kind would encourage a new frame

of mind, a focus on outputs rather than process, in the same way as the Next Steps programme
had.*

206. Similar proposals were put forward by other witnesses. Mr Graham Mather and
Professor Norman Lewis advocated the creation of Departmental Policy Directorates with des-
ignated officials with policy responsibilities who would be publicly associated with particular
policy proposals to Ministers. Ministers would set desired broad outcomes, and civil servants
would be responsible for developing policies in line with these outcomes.6 In making this pro-
posal, they drew on the experience of New Zealand to demonstrate the extent to which it was
feasible to include policy targets within a formal, contractual or quasi-contractual, relationship
between ofticials and Ministers. They believed that the New Zealand reforms demonstrated the
extent to which policy outputs could be measurable and quantificd along the same lines as
other outputs. According to Mr Mather, “it is a truism that effectiveness in policy-making can-
not be measured in precisely the same way as commercial performance. Yet it would be absurd
to suggest that it cannot be measured at all.”” [t was also suggested by Professor Lewis that the
role of existing Agencies in the policy process could be expanded and formalised. He argued
that, like agencies in Sweden, they should have a power to report publicly on the effectiveness
of the policies which they were being required to implement ®
QM ¢ ir Robin Buden. T
2 HC (194 3:94) 27-11, p. 73; QQI517-1519 (Professor Norman Lewis); HC (1993-94) 27.111, pp- 94 (Mr Timothy Homsby),
H8-120 (C mpaign for Freedom of Information); Q1782 (Ms Elizabeth Symons).
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6 HC (1992-93) 309-11. pp. 72-73; QQ278-280. 284 (Mr Grahum Mather); HC (1992933 390-11. p. 286; HC (1993-94) 27.11,
Pp- 73, 74 (Professor Norman Lewis).
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207. A proposal somewhat different in nature was made by Sir Brian Cubbon. He advocated
the creation oi"a system of internal inspection ol the quality of policy work in Departments. He
argued that theze should be a team reporting to the Prime Minister, operating mainly by retro-
spective audit, with complete access to Ministers, officials and papers, to examine particular
policies such as homelessness, locul government structure and the Channel Tunnel rail link.
The work arising from this system of internal imspection would not be published.! The impor-
tance of retrospective evaluation of policy was also noted by others, Sir Kenneth Stowe argu-
ing that “one docs need to build into the machinery a presumption that evaluation will take
place precisely because otherwise everybody from the Secretary of State vo the Finance Officer
is too damn busy™.?

208. The Government was cautious in its reaction to these proposals. Mr Waldegrave did
not believe that many of the lessons of |nuna¥cmcnt reforms of service delivery functions were
“quite so relevant to the small policy core™.' Discussing reforms such as market testing and
Agencies, Sir Peter Levene thought that the policy advice function “will remain very much as it
is at the moment™.* The Government believed that the notion of the purchaser/provider split
could not readily be applied to the policy process because of the special charactaistics of pol-
icy work, which depended upon flexibility and personal relationships between Ministers and
civil servants.* These doubts were shared by others.t The Government was also not alone in
believing that the problems in formally measuring policy advice were almost insurmountable,
since only a Minister was well placed to judge the quality of advice and a Minister's judgement
could hardly be formalised.” With regard to the role of existing Agencies in policy advice,
Professor Eric Caines saw an objection other than the problem of measurability, namely that it
would undermine the tension between purchaser and provider.® Overall, the Civil Service White
Paper states that “the Government docs not ... envisage extending the formal establishment of
Agencics into areas of the Civil Service primarily concerned with policy ... For day-to-day sup-
port for Ministers on policy matters, policy divisions on existing lines will continue to be the
preferred model ... As now, for certain arcas of policy implementation, project work or partic-
ular studies, Departments and Agencies may choose to establish project teams, often including
non-civil servants, with clear responsibilities and targets set by Ministers”.”

209. With regard to Sir Brian Cubbon’s proposal, the Government accepled that there was
no systematic audit of policy advice at present. However, it was frequent for policy decisions
and the background to them to be reviewed to see what lessons could be learned, particularly
when a mistake might have been made. Mr Waldegrave said that he initiated an internal retro-
spective review of the work of the Foreign Office in the case of Fazad Bazoft when he was a
Minister there. He and Sir Robin Butler considered Sir Brian Cubbon’s suggestion interesting,
but generally saw advantages in such retrospective audit being conducted by Departments
themselves so that they could gain from having carried out a review, rather than by a central
unit which might make itself very unpopular within the Civil Service.'

210. We have already argued that the policy process should not be seen to be immune from
reform, but that any reforms should take account of the characteristics of the policy process.
We believe that the nature of policy advice, including the requirement for confidentiality, ren-
ders it impractical to apply the completc Agency model to all policy functions. However, we
believe there remains greater scope for reform than the Government currently admits. We
believe that the role of existing Agencies within the policy process should be developed,
although where practical they should not be the sole source of advice on a particular subject.
We recommend that the policy tasks of an Agency should be specified in the annual performance
agreements we have recommended above and should be subject to evaluation other than by the
parent Department. We also believe that project teams established by Ministers with clear
responsibilities and targets should be given a more explicit organisational identity. We envisage
I HC (1993-94) 27-11, pp. 109-110. -

2 QQ1680 (Sir Kenneth Stowe), 1515 (Professor Norman Lewis).

3Q993.

4. Q1293,

5 QQ197 (Sir Robin Butler), 2450 (Mr Waldegrave), 2456-2457 (Mr Mottram and Mr Waldegrave).

6 Q1682 (Sir Kenneth Stowe); HC (1993-94) 27-111, pp. 10 ‘Sir Alan Bailey), 40 (Sir Peter Lazarus).

7 QQ1409-1414 (Sir Robin Butlcr), 2456, 2458, 2460 (Mr Waldegrave and Mr Mottram); HC (1993-94) 27-111, p. 1 (Sir
Alan Bailey).

8 Q808.

9 Cm. 2027, para. 2.22. Sce also QQY94, 2449 (Mr Walde zrave:.

10 QQ 2168-2171 (Sir Robin Butler), 2476, 2479 (Mr Waldegrave).
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this taking place initially on a pilot basis, an approach advocated by Sir Peter Kemp and
endorsed by Lord Howe.! We recommend that the establishment of project teams within
Government for policy implementation and policy project work should be both encouraged and
monitored by the Office of Public Service and Science to ascertain the extent to which Agency
principles can be applied effectively to parts of the policy process.

211. We have no doubt that some audit of the policy process takes place at present. By its
nature we would not expect the outcomes of such audit necessarily to enter the public domain
directly. But we believe there would be merit in institutionalising the requirement for such
audit. We recommend that the Government should examine ways in which the process of policy
advice and implementation may be better scrutinised and audited.

(iv) Support for Ministers

212. In the final analysis, the effectiveness of the policy process is likely to depend in consid-
crable measure upon the performance of Ministers rather than civil servants. It is one of the
essential tasks of the Civil Service to support Ministers both in their policy role and in their
wider Parliamentary and public duties. Consideration has been given in previous inquirics to
the extent to which the Civil Service is organised effectively so as to support Ministers and
minimisc the problem of “Ministerial ¢erload”. There is little new in this latter concept. The
Northcote-Trevelyan Report characterised Ministers as being “overwhelmed with business”.?
In 1977 the then Head of the Home Civil Service had *not the slightest doubt that Ministers
are overworked, and the over-work on Ministers does greatly handicap them in handling all
the material that they have to handle”.? The original Next Steps report aimed in part to case
the I)roblcm of Ministerial overload and provide Ministers with more time for strategic think-
ing.* Mr Waldegrave believed that Next Steps had reduced the administrative burden on
Ministers, but suggested that pressure arising from other quarters, including Parliament, the
media and the public, might possibly have increased over the years.> Other evidence supported
the impression of a considerable and growing burden upon Ministers.®

213. In 1986 the then Treasury and Civil Service Committee proposed what it saw as a pos-
sible solution to this problem in the creation of Ministerial Policy Units, combining the tradi-
tional functions of a private office with a wider role in increasing a Minister’s influence and
control over the Department and putting him in a better position to participate in the collective
decision-making of Cabinet. It would contain career civil servants who had volunteered as well
as political advisers.” Despite the Government's rejection of the proposal, the then Committee
reiterated its proposal that the concept be pursued on an experimental basis in a subsequent
Report.® Our predecessors’ proposal drew explicitly on the perceived advantages of the cabinet
system in France,” and some evidence advocated changes derived in part from the French
model.' The Sub-Committee examined the operation of the cabinet system in the course of its
visit to Paris. The essential role of the cabinet was described as being to assist a Minister in
achieving his political objectives, both by advising him on the development of policy and ensur-
ing that his policies were implemented, overcoming any resistance from within the administra-
tion. All Ministerial cabinets were predominantly staffed by career civil servants, but they were
expected to be politically sympathetic to a Minister and might assist a Minister in electoral
activities. Some advantages in the cabinet system are clearly evident: arrangements for provid-
ing support for Ministers are institutionalised: Ministers are likely to have more sources of
independent advice, including advice on the performance of the administration and on issues
which require consideration at Cabinet or Cabinet committee level. However, there are differ-
ences between the British and French administrative systems which affect the applicability of
this model in a British context. First, it is linked to a system in which career civil servants are
permitted to have identified political allegiances. Second, its rationale is based in large measure
on a system of administration which generally lacks a figure of comparable power and author-

I HC (1992-93) 390-11. p. 94 (Sir Peter Kemp): QQ 543, 561 (Lord Howe).

2 Report on the Organisation of the Permanent Civil Service.

3 HC (1976-77) 535-11, Q2119 (Sir Douglas Allen).

4 Improving Management in Government: The Next Steps, para. 7, Annex B, para. 29.

5 QQ2468-2469, 2472.

6 HC (1992-93) 390-11, pp. 70-71 (Mr Graham Mather); HC (1993-94) 2711, pp. 108-110 (Sir Brian Cubbon).
7 HC (1985-86) 92-1, paras. 5.23-5.32.

8 Cmnd. 9841, paras. 30-35; HC (1986-87) 62, paras, 40-41.

9 HC (1985-56) 92-1, paras. 5.23-5.28.

10 QQ338 (Professor Peter Hennessy), 363 (Sir Peter Kemp);, HC (1993-94) 27-H1, p. 50 (Professor Fred Ridley and Mr
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ity to a Permanent Secretary. The cabiner assists a Minister in dealing directly with a number
of semi-autonomous directorates within a Department. Third, the cabinet system serves
Cabinet Ministers in an administrative system which operates largely without junior Ministers.
Some have also pointed to perceived disadvantages to the cabinet system. It has been observed
that there is a danger of a cabinet becoming a “Department within a Department”, which can
take away interesting policy work from elsewhere in the Department and can cut off a Minister
from his wider Department. It has also been suggested that the cabinet can foster the notion
that civil servants within it owe a personal loyalty to their Minister different in character from
their wider loyalty to the Government. It can lead to situations where civil servants feel able to
take decisions which should be for Ministers.!

214. Another issue which was explored during this inquiry was the role of political advisers
to Ministers. The Fulton Committee welcomed the appointment of professional experts and
advisers by Ministers and considered that the practice should be put on a regular and clearly
understood basis.? In 1977 the Expenditure Committee argued that the installation of special
advisers should become an accepted feature of administration and recommended that their
number should no longer be limited to two per Cabinet Minister.’ The then Government
agreed with the former proposition, but said that “the working rule of the present
Administration is that Cabinet Ministers should normally appoint no more than two special
advisers”, although “the rule is not immutable”.* The value of political advisers, both in
enabling Cabinet Ministers to consider policy issues being discussed collectively which did not
directly affect their Department and in ensuring that career civil servants were not asked to
undertake party political activitics, was affirmed by several witnesses.’ Their value appears also
to have been accepted by career civil servants,® although the FDA expressed concern about
their role and the weight given by Ministers to the advice they offered.” A more frequent criti-
cism was of the present Government’s approach to the number of political advisers, under
which “it is unusual for Cabinct Ministers to be permitted the support of more than one polit-
ical adviser”.® Professor Hennessy considered this to be “a false economy”, a view shared by
Lord Jenkins, Lord Howe and Dr William Plowden.® A number of people, including Lord
Callaghan and Lord Howe, also believed that the abolition of the Central Policy Review Stafl
had rclzgmved a valuable resource from Ministers, which could beneficially be recreated in some
form.

215. In 1986 the Government indicated that it did not propose any central initiative in rela-
tion to support for Ministers, but noted that “there may be scope for the further development
of existing arrangements by interested Ministers (subject to detailed discussion with their
Permanent Secretaries and as necessary with the Prime Minister)”.!! Lord Callaghan’s personal
initiative in appointing an additional assistant Private Secretary on issues across Government
following his move from the Treasury to the Home Office represents one such example.!2 Mr
Waldegrave, like one of his predecessors, believed that it was part of a Minister’s job to ensure
that he had time for strategic thinking despite the pressures of work.!* We perceive significant
advantages in some of the proposals for change which have been advanced, but are also aware
of some of the arguments against some particular models, and we may well return to this mat-
ter in future. We are struck by the lack of systematic analysis which appears to have been
undertaken of the central aspect of this issue: the Ministerial role itself. Sir Roger Douglas, a

I This assessment is based principally upon the Sub-Committee’s observations in Paris, but see also HC (1985-86) 92-11.,
Q648 (Mr Christopher Tugendhat); Cmnd. 9841, para. 32; HC (1987-88) 370-i, Q50 (Sir Robin Butler); Q856 (Lord
Jenkins); HC (1993-94) 27-111, p. 8 (Sir Brian Hayes).

2 Cmnd. 3638, para. 129.

3 HC (1976-77) 535-1, para. 148.

4 Cmnd. 7117, para. 86.

5 QQ63 (Mr Waldegrave), 338 (Professor Peter Hennessy), 543 (Lord Howe), 625-626 (l.ord Callaghan), 854-855 (Lord
Jenkins).

6 HC (1987-88) 370-i, QS50 (Sir Robin Butler); HC (1993-94) 27-111, p. 8 (Sir Brian Hayes).

7 HC (1992-93) 390-11, pp. 39, 43 (FDA); QQ1787-1790 (Ms Elizabeth Symons).

8 HC (1993-94) 27-11, p. 30 (OPSS).

9 QQ338 (Professor Peter Hennessy), 535-537 (Dr William Plowden), 543, 564, 577-578 (Lord Howe), 857-858 (Lord
Jenkins).

10 QQ338 (Professor Peter Hennessy), 534 (Dr William Plowden), 543, 558 (Lord Howe), 626-627 (Lord Callaghan); HC
(1993-94) 27-11, p. 103 (Mr John Garrett); HC (1993-94) 27-111, p. 16 (Dr Peter Barberis).

11 Cmnd. 9841, para. 35.

12 Q603 (Lord Callaghan). See also QQ338 (Professor Peter Hennessy), 543 (Lord Howe).

13 QQ2469-2470, 2473-2474 (Mr Waldegrave); HC (1987-88) 494-11, Q324 (Mr Richard Luce)
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former New Zealand Finance Minister, described the need for new Ministerial skills which had
arisen as a result of public service reforms in that country.! At times, the impression appears to
be given in this country that Ministers themselves are unaffected by the reforms of the public
sector which they have introduced. The number of Ministers has risen since 1979, at a time
when the Civil Service has shrunk dramatically and when the Government has been committed
to reducing the role of the State.> The Prime Minister stated in June 1994 that he had given no
consideration to reducing the total number of Government Ministers.* We arc aware that there
are many considerations besides the work arising from the activities of the Civil Service which
help to determine the role and workload of Ministers, but we do not belicve it would be help-
ful to the reform of the Civil Service if the impression were to gain currency that Ministerial
functions were exempt from the Government's reform agenda. We recommend that the
Efficiency Unit carries out a scrutiny of the effectiveness and efficiency of the work of Ministers

and support for Ministers.

(vi The Civil Service and opposition parties

216. Relations between the Civil Service and opposition parties were considered by our pre-
decessors in 1986, who considered that one measure 1o boost the resources of Ministers would

be to strengthen political support to Opposition parties, through advisers

who would not be

civil_servants. but could join Ministerial Policy Units if the former Opposition entered
Government.* Opposition parties have a two-fold interest in the Civil Service. First, they have
what might be termed a “reversionary interest”, in that they hope or expect one day to form

the Government which the Civil Service is called upon to serve. Second. it

was argued in cvi-

dence that any strengthening of political and personal support for Ministers should take

account of the need to avoid further tilting the political resources balanced

against the Official

Opposition.® Several witnesses expressed concern about the impact a prolonged period of

Government by one party would have on contacts between Opposition polit

icians and civil ser-

vants. The FDA feared it might lead Opposition politicians to become suspicious that the polit-
ical neutrality of the Civil Service had been compromised.® Mr Charles Clarke, a former

assistant to a Leader of the Opposition, also expressed concern about the ¢
tacts between Opposition politicians and civil servants, which he considerec

urrent lack of con-
I was in stark con-

trast to the often frequent contact which senior Opposition politicians had with other public

servants.”

217. Formal contacts between Opposition politicians and the Civil Service currently take
two forms. First, Ministers can give authority for bricfings by civil servants for Opposition

politicians on departmental organisation or policics, and Ministers may be

present if sensitive

matters of Government policy are to be discussed. In 1991, Sir Robin Butler gave a factual
briefing to the Shadow Cabinet about the Next Steps programme, with the approval of the
Prime Minister. He also gave the then Leader of the Opposition a personal briefing about the
organisation of the Prime Minister's office and the Cabinet Office. Mr Waldegrave offered a
briefing to his Labour shadow following the creation of the Office of Public Service and
Science and Sir Kobin Butler briefed the then Leader of the Opposition on the recent Civil
Service White Paper prior to publication.® Second, there is a convention, which dates back sev-

eraf decades, that, shortly before a General Election, the Prime Minister can

authorise meetings

between Opposition front benches and civil servants which are confidential; Ministers are not

present and discussions are not reported to them. Such discussions are not

intended to clarify

policies but concentrate on matters of organisation. This convention applied in the last six
months of a Parliament; such contacts therefore were permitted from January 1992, but did

not take place prior to the 1983 and 1987 General Elections.® Subsequently,

following a request

by Mr Neil Kinnock shortly before he ceased to be the Leader of the Opposition, the Prime
Minister agreed that such contacts should be permitted from early 1996 in advance of the next

1 QQ2296, 2307, 2313, 2323.2335.

2 HC Deb., 24 May 1994, col. 107w,

3 HC Deb., 28 June 1994, col. 480w

4 HC (1985-86) 92-1, paras. 5.33-5.16.

3 HC (1993-94) 27-111, p. 103 (Mr Charles Clarke).
6 QQ234-235 (Ms Flizabeth Symons). 308 (Professor Peter Hennessy), 599 (Lord Callaghan).
7 HC (1992-93) 390-11, p. 300.

8 HC (1993-94) 27-11. pp. 29, 20 (OPSS); HC (1992-93) 390.11. p. 301 (Mr Charles Clarke); QQ1116 (Mr Waldegrave), 2521

(Sir Robin Butler).
9 HC (1993.94) 2711, pp- 29-30 (OPSS). HC (1992-93) 390.1], p- 301 (Mr Charles Clarke); QI115¢(
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General Election.! Mr Clarke believed this decision left the timing somewhat ambiguous, and
argued that such contacts should be permitted three and a half years after a General Election.?

218. Some evidence argued that the level of contacts could be expanded further. Mr Clarke
believed that senior civil servants should ofter regular, perhaps bi-annual, briefing meetings to
senior Opposition politicians and that civil servants should participate in seminars on future
policy with them.* Mr Timothy Hornsby drew attention to the much more frequent contacts
between senior local government officers and councillors from all parties.* The FDA called for
consideration to be given to the idea of civil servants being seconded to work for Opposition
front benchers so that the political neutrality of the Civil Service would become evident.$ The
Home Affairs Committee has recently recommended that “the Government consider the feasi-
bility of offering each of the political parties represented in Parliament one or two able civil
servants on temporary attachment for an experimental period”.% Some evidence expressed scep-
ticisin about the propriety and efficacy of such proposals for change. Sir Brian Hayes did not
believe briefings on policy by civil servants would be acceptable to Ministers. He acknowledged
that there might be a weakness in the information and rescarch capacity of Opposition partics,
but felt that any unit created to overcome this weakness should be responsible to Parliament,
not the Government.” Lord Jenkins believed that the secondment of civil servants to
Opposition parties would be incompatible with their loyalty to the Government of the day and
that such postings would not be very popular with civil servants.® Mr Waldegrave endorsed the
idea that this proposal would lead to divided loyaltics. Having served in the office of a Leader
of the Opposition, he felt that one of the benefits of Opposition was to stop politicians think-
ing like insiders. He thought there might be scope for bricfing Opposition politicians on mat-
ters which were not party politically controversial.” We share these doubts about the suggestion
that civil servants might be seconded to work for Opposition politicians. Assuming that such
civil servants were not to jeopardise the confidence of Ministers and would not have access to
internal Government documents, it is unclear what benefits they could bring to Opposition
politicians which could not be gained from elsewhere. We believe it might lead to civil servants
being associated with party politics, a development we would deprecate. We welcome the deci-
sion to permit confidential briefings by senior civil servants of Opposition politicians further in
advance of a General Election. We believe that there may also be scope for more frequent brief-
ings by civil servants of Opposition politicians at other times. We recommend that the
Government issues guidance to Ministers on the circumstances in which it would be appropriate to
offer briefings to Opposition politicians on matters which relate to the machinery of Government
or which are not of current party political controversy.

1 HC (1993-94) 27-11, pp. 29 (OPSS), 186 (Mr Waldegrave).

2 HC (1992-93) 390-11, p. 301; HC (1993-94) 27-111, p. 102.

3 HC (1992-93) 390-11, p. 301.

4 HC (1993-94) 27-111. p. 93.

5 HC (1992-93) 390-11, p. 41 (FDA); QQ234-235 (Ms Elizabeth Symons).

6 Second Report from the Home Affairs Committee. Funding of Political Parties, HC (1993-94) 301, para. 57.
7 HC (1993-94) 27-111, p. 8.

8 Q864.

9 Qll16.
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X1. CORE DEPARTMENTS AND THE EXTENSION OF DEVOLUTION

219. From its inception, it was evident that the Next Steps programme could and should
have a considerable impact not only on those functions brought within the ambit of Executive
Agencies, but also on the way in which the functions of core Departments were performed,
functions such as support for Ministers, policy-making, the management of relations with
Agencies, and the central management of finance and personnel.! The original Next Steps
Report stated that “the aim should be to ¢stablish a quite different way of conducting the busi-
ness of Government. The central Civil Service should consist of a relatively small core engaged
in the function of servicing Ministers and managing Departments. who will be ‘sponsors’ of
particular Government policies and services ... Both Departments and their Agencies should
have a more open and simplified structure™.2 Our predecessors attached importance to the
change in the character and function of core Departments consequent upon the creation of
Agencies, arguing that they were “going to change, perhaps quite radically, as a result of the
Next Steps programme.* The Government concurred, asserting that “the implications of the
initiative for the centres of Departments are likely to be as radical and beneficial as the greater
management freedom and accountability will be for Agencies”.4 A subsequent Report by the
Efficiency Unit emphasised that, for such radical and beneficial change to be effected,
Departments had to re-evaluate their own role.* Evidence during this inquiry emphasised the
profound effect Next Steps was having on core Departments and the need to address the man-
ner in which Departments should respond to and maximise the benefits of such change.®

220. A common theme to emerge from recent consideration of the role of core Departments
is the suggestion that the principles of Next Steps, and those of the FMI which underpin them,
should be applied as far as practicable to core Departments. Sir Angus Fraser, then the Prime
Minister's Adviser on Efficiency, observed that “the impact of Next Steps principles does not
end” with the creation of Agencies: “there are already signs of their spreading across from the
executive parts of Government to influence the way central Government as a whole conducts
its business, with a growing pattern of personal responsibility for discrete and substantial
blocks of work, devolved budgeting and explicit agreement over performance targets”.’
Professor Sue Richards observed that the way forward for the Civil Service was likely to
involve the application of the principles of delegation to all its work, rather than simply to
operational management.® Mr John Garrett noted that the disciplines of performance measure-
ment were not applied as extensively to the centre of Departments as to other Civil Service
work.” The Trosa Report argued that “it will be difficult to make a success of Next Steps ...
without extending the values of Next Steps to the whole Department”. Notions such as target
setting and performance measurement should apply to policy advice and regulatory functions
as well as to executive work.'" The Government accepted the force of many of these argu-
ments,'" and the kernel of the recent White Paper on the Civil Service is the belief that “there
are substantial benefits to be gained by extending many of the principles of Next Steps—maxi-
mum clarity about objectives and targets, delegation of managemenl responsibility, a clear
focus on outputs and outcomes—throughout the Civil Service”.!

221. The White Paper proposes to give effect to this statement in the case of core
Departments in several ways. First, it announces that greater freedom to manage will be dele-
gated to Departments from the Treasury and the OPSS, subject to the principal discipline of
running cost controls.'”> Mr Waldegrave helieved that the carrying forward of the model of

devolution “into the heart of the departmental Whitehall” was a ver important shift, creating
“a much more devolved management culture in the Civil Service”.™ The running cost limits
imposed in the November 1993 Budget require Departments to make efficiency savings and

1 QQ939. 971-974 (Mr Richard Motiram).
2 Improving Management in Government: The Next Steps, para. 44

3 HC (1988-89) 348, para. 72.

4Cm. 841, p. 9.

5 Making the Most of Next Steps, para. 2.10.

6 HC (1992-93) 390-11, p. 94 (Sir Peter Kemp); HC (1993-94) 27-111. pp. 38 (Mr Nevil Johnson), 49 (Mr Andrew Gray and
Dr William Jenkins), 57 (Mr Clive Priestley).

1 Making the Most of Next Steps. Foreword.

8 HC (1992-93) 390-H1, pp. 278, 280.

9 HC (1993-94)27-11, p. 104.

10 Next Steps: Moving On, paras. 2.15, 1.3.1.

11 QQI215-1216 (Mr Stephen Dorrell), 2449 (Mr Waldegra ve).

12 Cm. 2627, para. 2.22.

13 Cm. 2627, paras. 1.4, 3.3-34, 3.11.

14 QQ2522, 2523, 2578.
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Mr Waldegrave indicated that the limits would be further examined as part of future spending
rounds.! The Government had previously announced at the time of the November 1993 Budget
that the so-called annuality rules would be adjusted so that Departments which underspend
their running costs in one year could carry forward that money and (subject to Parliament’s
approval) spend it in future years rather than be tempted to spend it inefficiently by the end of
the year, a reform which responds to criticism of the operation of the annuality rules over
many years.2 Following the Civil Service White Paper, Departments will have more freedom to
decide exactly how they wish to pursue efficiency savings and the privatisation and C ompeting
for Quality programmes will be subject to less detailed central oversight. Departments, along
with Agencies, will be expected to draw up efficiency plans each spring from 1995 onwards
indicating what measures they propose to take to stay within their running costs limits for the
coming three years. These plans, and performance against them, will be subject to review by
the Efficiency Unit and the Treasury.” Mr Waldegrave emphasised that the new approach did
not imply a reduced commitment to the programmes concerned. While Departments were the-
oretically free to forego mechanisms such as market testing if they could meet their efficiency
targets through other means, a decision to do so might call into question the rigour of the effi-
ciency targets. The central Departments would still need to be convinced that Departmental
efficiency plans were realistic.4

222. The Government has emphasised that, as with Exccutive Agencies, greater delegation
to Departments takes place “in return for better quality information on their financial planning
and management arrangements”.® The Government has announced steps to enable progress on
the second half of this equation. First, at the time of the Civil Service White Paper, the
Government gave further information about its plans to introduce resource accounting across
Government, which had been announced in principle in the November 1993 Budget.® Again,
this represents an application 10 Departments of a requirement to produce accruals-based
accounts which already applies to Executive Agencies.” As was observed carlier, it is in line
with developments which have taken place in other countries, and the introduction of accruals-
based accounting in Departments in New Zealand was closely linked to the development of
performance agreements between Ministers and Departmental Chicf Executives.® The essence
of resource accounting is the accounting, on an equivalent basis, for all inputs, including capi-
tal expenditure and assets as well as current expenditure. It should provide more accurate and
relevant management information with which Departments can cost the resources that they
use, and match thuin to outputs they deliver. According to the Government, the changes
should “put further emphasis on what Departments produce rather than on what they have
available to spend”. The Government’s Green Paper notes that “there are considerable attrac-
tions to taking this process one stage further and including an explicit link between a detailed
analysis of input costs according to Departmental objectives and outputs”. It notes that such
links would be easier to propose in the case of Departments which deliver services to third par-
ties than in the case of those primarily providing policy advice to Ministers, but goes on to
state that “even in the latter case, Departments should develop a systematic analysis of their
aims and objectives and associated costs”.?

223. Second, the Government is seeking to improve the quality of management information
in Departments. Government witnesses were at pains (o stress the extent of the financial and
management information which was already available. First, all Departments are already
required to publish Departmental Annual Reports setting out their aims and objectives.
Second, according to Mr Waldegrave, all Departments should have management information
systems, setting out the allocation of resources and priorities in relation to objectives and
enabling Departments to monitor the performance of individuals in contributing to
Departmental success in meeting those objectives. The OPSS provided a copy of its
Management Plan 1994-95 to 1996-97 which sets out the aims and resources of each division

1 HC (1993-94) 87, para. 77; QQ2579, 2592.

2 HC (1993-94) 87, para. 78; HC (1979-80) 712-1, QQ275, 277 (Sir Derek Rayner); Improving Munagement in Government:
The Next Steps, Annex B, paras. 13, 46.

3 Cm. 2627, paras. 1.4, 3.12, 3.19-3.21.

4 QQ2563-2565, 2569.

5 HC (1992-93) 390-11. p. 257 (HM Treasury); Q2563 (Mr Waldegrave).

6 Cm. 2626; HC (1993-94) 87, para. 71.

7 Cm. 2626, para. 1.5.

8 ibid., para. 1.20; see paras 148-151 above. See also HC (1993-94) 27-11, p- 119 (Outline of a Commonwealth portfolio of
current good practice in administrative and managerial reform).

9 Cm. 2626, paras. 1.2, 0.2. 1.3, 2.13, Annex A, Schedule E (p. 31).
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within the OPSS. together with output and performance measures for each division. and which
is underpinned by more detailed objectives and work plans at divisional level.! These current
arrangements have been subject to criticism. In the case of Departmental Annual Reports, our
predecessors were not satisfied with the linkage between performance measures and indicators
and overall aims and objectives. The then Committee was “disappointed that the lack of suit-
able management information systems should still be scen as an impediment to the comprehen-
sive presentation of performance measures after more than a decade of seemingly radical Civil
Service management reform™.2 Mr John Garrett considered the present state of management
information in central Government to be “chaotic™. There were many performance indicators.
but far too few had a bearing on the cffectiveness of Government programmes.’ The
Management Plan of the OPSS demonstrates how far there is to go if Next Steps principles are
to be applied across Departments. The Information Division has targets relating to the number
of press notices issued, the number of official briefings and the number of interviews with
Ministers, but none relating to its actual effectiveness. The aim of the Efficiency Unit is
described as being “to improve value for money in Departments through the work of the
Unit", but no targets are set relating directly to its work.* The Ministry of Agriculture,
Fisheries and Food recently discontinued publication of its Ministerial Information document
because it was “of little value in planning ahcad™ and because some of the apparent accuracy
in its presentation of information was “spurious”. The Agriculture Committee expressed con-
cern that “the more generalised account of departmental uctivities in the Departmental Report
cannot provide a substitute for this information”.* The Government did not deny that there
was room for improvement in this field. Mr Mottram said that “the public expenditure process
still needs a stronger focus on how different individual Departments contribute to broader
objectives of Government and indeed on how those broad objectives are framed and reflected
‘1 more detailed ... targets™.8 Mr Waldegrave believed improvement was needed in the process
oi resource allocation within Departments.” The Civil Service White Paper admits that “there
remains scope for sirengthening™ the way in which the centres of Departments define their
aims, objectives and outputs and measure performance against them, aid report the results in
Departmental Reports. It commits the Government to improve the target-setting process across
Government as a whole, extending it to the centres of Departments as well as to Agencic 8
The Government has recently asked the Efficiency Unit to review management planning and
control systems in Departments, taking account both of the changing structure of central
Government and the introduction of resource accounting in Departments.’

224. At the heart of Next Steps is the notion of cultural change. If Next Steps principles
were to be applied to Departments, this would require not only managerial changes of the kind
just described, but also changes in the culture of core Departments. As we have already
observed, Departments have to move away from a culture of second-guessing to a genuinely
strategic approach. We addressed earlier the contribution which a change in the nature of the
formal relationship between Agencies and Departments could make to such a transformation,
but it will also require changes in the structures of core Departments.'” In 1990 the then
Committee noted the then Next Steps Project Manager's expectation of a reduction in the size
of core Departments and observed “we will be interested to see whether the “classic manage-
ment dictum that there must not be more than four grades 1rom shop floor to boss’ which the
Project Manager recommended as a model for Agencies has any impact on policy divisions”.!!
The Fraser Report published the following year found considerable uncertainty about how the
setting up of Agericies had affected or should affect the size of core Departments. It noted the
view that “over-detailed monitoring and intervention were best prevented by reducing the num-
bers of staff in Departments available to monitor or intervene”. It argued that “an aggregate
reduction of, say, 25 per cent in the number of staff™ in personnel and finance divisions and in

P OQ4SY, 2488, 2462, 2466-2467 (Mr Waldegrave and Mr Mottram), HC (1993.94) 2711, p. 308 (OPSSY. Otfice of Public
Senvice and Science Managenent Plan 1994-9: 10 1996-97.

2 HC (199:91) 290, paras. 14-17.

JHC (1993-94) 2711, pp. 103-104; Q1657

1 OPSS Management Plun 1994-95 10 i996-97, Annex D.

5 Third Report from the Agriculture Comnuttee, MAFF Intervention Board Departmental Report 1994, HC (1993-94) 434,
patas. 11-12, QO63-66 (Mr Richard Packer).

6 Q982

7 Q464

8 Cm. 2627, patas 3.6, 3.10

9 QQ52. 2453 HC (1993-94) 27-11, p 307 (Mt Waldegrave), Cm. 2563, para. 1414, Cm. 2626, para. 4.4 Cm. 2627, para.
118

10 Sce paragraphs 157-162; HC (1988-89) 348, pacas. 71-72.

1 HC (1959-90) 4%1, para. 62
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any support services not provided on an untied and full cost basis across Government should
be sought. The Report recommended that reviews be undertaken of headquarters functions,
including the relevant posts in the Senior Open Structure.! Sir Peter Kemp was critical of the
response of Departments to the Fraser Report, arguing that “the core of Departments ... still
have not shrunk themselves or adapted themselves in the way that the Fraser Report suggested
they should™.2 He has advocated “a very tough cull of posts™ in Departments, with central stafl
being reduced by 25 per cent before 31 March 1995.3 Similarly, Professor Eric Caines called for
a dramatic reduction in the central bureaucracy. with entire levels of management being
removed, believing a multi-layered bureaucracy encouraged second-guessing.*?

225. The Government accepted that the Next Steps initiative would change the role of core
Departments in ways which meant that “the number of people at the centres of Departments
can be reduced”.’ Both Sir Robin Butler and Mr Waldegrave were clear about the likely future
structure of the Civil Service: smaller core Departments as part of a “flat pyramid” with a lot
of operating units.® There was less clarity about the progress so far towards this ideal and the
future pace of change. In November 1993 Sir Robin Butler, when asked about Sir Peter
Kemp’s proposal for a 25 per cent reduction in central staff before 31 March 1995, referred to
the fact that there had already been a 25 per cent reduction in staff since 1979 and forecast fur-
ther reductions in the overall size of the Civil Service.? Figures provided at that time demon-
strated that there had been a significant reduction in overall numbers at Grades 1 to 5 since the
establishment of Agencies, but was not illuminating on the extent to which this implied a
shrinking core.® Mr Waldegrave: subsequently expressed sympathy with Sir Peter Kemp’s sug-
gestion that the core of Departments had not shrunk themselves or adapted themselves in the
way that the Fraser Report suggested they should, stating that “action is now beginning to be
taken on that™; there had been a diminution, but there was “more that needs to be done”.? The
Civil Service White Paper gives Departments responsibility for their own management struc-
tures and staies that “each Department is to review its senior management structure with a
view to reducing layers of man agement where possible”. It notes that the present central grad-
Ing system may ihibit effective management and presumes the reviews will lead to flatter man-
agement structures.' Mr Waldegrave said that he expected to sce these announcements affect
the size and structure of Departmental headquarters “pretty soon™ and Sir Robin Butler
pointed to changes which were already under way in the Treasury and the Department of
Transport.!!

226. We have not considered the prospective changes to core Departments outlined in this
~ection at the same length as some other reforms of the Civil Service. but this is not because we
consider them unimportant. Indeed. it is possible that the proposed developments in this area,
including the further financial delegation to Departments, the introduction of resource
accounting, improvements to management information and changes in Department structures,
could have as profound a long term effect on the British Civil Service as the creation of Next
Steps Agencics. We do not examine them in greater detail in the present Report because many
of them are only at an embryonic stage, amourting to little more than good intentions in some
cases. We support the idea of extending many of the principles of Next Steps to core
Departments, We welcome in principle the devolution of greater financial freedom to
Departments, the introduction of resource accounting in Departments and endeavours to improve
the quality of management information and target-setting in Departments. These latter develop-
ments, and the associated introduction of resource budgeting. should present an opportunity to
improve the quality of information available to Parliament on the activities of Government and
will require both Parliamentary involvement and Parliamentary scrutiny. We do not believe,
given the current quality of performance measurement in core Departments, that it is practical at
present to introduce performance agreements between Ministers and civil servants in core
Departments. However, it will be necessary when the proposed improvements have taken clearer
| Making the Mot of Next Steps. patas. 3 16317, 214
2 HC (1992:93) W0-11, p. 94; Q413
3 Sir Peter Kemp. Beyond Next Steps, pp. 26, 10.

4 HC (1992:93) 390-11, p. 189; QQK09-$10.

S5Cm. 1761, p. &

6 Q1363 (Sir Robin Butler), 2443 (Mr Waldegrave).
7QI416.

§ HC (1993:94) 27-11, pp. 32. M4-47, 69 (ODSS).

9 QQM42, 2445,

10 Cm. 2627, paras. 1.4, 1.5, 3.29.3.30, 4.20.

H QQ25%1-2585 (Mr Waldegrave and Sir Robin Butler).
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shape to consider whether the processes of resource allocation and target-setting in core
Departments and the associated processes of financial reporting to Parliament would be assisted
by the introduction of a more formal framework for determining the allocation of responsibility
for performance against targets in core Departments comparable to the changes we have proposed
above in the case of Agencies.

227. The Government foresees a significant reduction in the size of core Departments in
coming years, as well as changes to their structures. At present, attempts to monitor move-
ments in the size of the core Departments and changes in their grading structure are rendered
very difficult by the paucity of reliable information on the size and composition of core
Departments.! The OPSS has begun to collect information on the number of civil servants
involved in non-executive activities in the centres of Departments, but only an overall figure
has been published.? We recommend that the Government collects and publishes, with the same
frequency as statistics on Civil Service manpower, information on the number of civil servants in
core Departments, by grade or pay band and by Department, distinguishing between those
engaged in policy work, central finance and personnel functions and other functions of core
Departments.

XII. THE ROLE OF THE CENTRE

(i) The organisation of the central Departments

228. The rapid pace of change in the Civil Service is bound to have an impact upon the role
of the central Departments-—currently the Treasury and the Office of Public Service and
Science. In 1991 our predecessors were concerned that the role of the central Departments in
the light of the Next Steps programme appeared to have been “less deeply considered” than the
relationship between Agencies and core Departments. The then Committee noted that the prin-
ciple of clarity of function should be applied to the central Departments as well as to Agencies
and core Departments and looked forward to the central Departments playing a more strategic
role.? In its reply later that year the Government agreed that “the role of the Treasury and
Cabinet Office ... should be defined and clarified in the light of the development of the Next
Steps initiative”. It promised to report to the Committee of the time of its next inquiry on the
conclusions then emerging.* The role of the central Departments has been given added impor-
tance by the proposals in the Civil Service White Paper to delegate greater authority to indi-
vidual Departments. In the light of this, it is perhaps surprising that the Civil Service White
Paper hardly addresses the role of the central Departments in direct terms, although the
Treasury is currently the subject of a fundamental expenditure review which is examining the
role of the Treasury in relation to the Civil Service, and the Office of Public Service and
Science has been created since our predecessors’ Report.’

229. The establishment of the Office of Public Service and Science represents the most recent
in a long line of changes in the machinery of Government designed to make the central man-
agement of the Civil Service more effective. In 1968 the Fulton Committee reccommended that
the expanded and unified central management of the Civil Service should be made the respon-
sibility of a new Civil Service Department. and this was one of the first recommendations of
that Report to be implemented.b In 1977 the Expenditure Committee considered that the Civil
Service Department had made a valuable contribution to the Civil Service, but had lost its
original drive “with the evapuration of Fulton enthusiasm”. The Committee considered the
then division of responsibility between the Civil Service Department and the Treasury to be
unsatisfactory. It recommended that responsibility for efficiency should be transferred to the
Treasury, while the Civil Service Department retained responsibility for Civil Service pay.” In
1980 our predecessors, perhaps reflecting the extent to which the Civil Service Department was
a victim of changing expectations, noted that the nub of the argument for merging the Civil
Service Department and the Treasury was that the former had “failed to exercise a satisfactory
control over numbers employed and to promote cfficiency in the use of manpower with

I Near Steps: Moving On. para. 4.2.7 (footnote); Sir Peter Kemp, Bevond Next Steps, pp. 26-27.

2Cm. 2430, pp 10-11; HC (1993-94) 27-J1. pp. 307-308 (OPSS).

3 HC (1990-91) 496, paras. 18-20

4Cm. 1761, p. 3.

S HC (1993-94) 593, Q16 (Sir Terence Burns).

b Cmnd. 3638, paras. 251-254; HC [Xeb., 26 Junc 1968, col. 45§ (Mr Harold Wilson). Sce also HC (1993.94) 27111, p. 27
(Dr Geoffrey K Fry).

7 HC (1976-77) $35.1. paras. 7274, 81, 85. §8.
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sufficient vigour”. The then Committee opposed a merger, believing it to be important that the
management of the Civil Service should remain an entity.! However, the Government decided
that the Civil Service Department “did not have a great deal of clout and, not only did the sys-
tem work better, but the interests of the Civil Service were better served by responsibilities
lying where the power lay, in the Treasury and Cabinet Office”.2 In 1981 the Civil Service
Department was abolished. Its responsibilities for pay and manpower were transferred to the
Treasury. Other responsibilities passed to a new Management and Personnel Office within
the Cabinet Office.’ In 1986 the then Committee expressed concern that these arrangements
meant that “there is no clear focus for the Civil Service at Ministerial level”.? In reply,
the Government said that it did “not believe that there is a uniquely and universally right way
to organise the various functions that are carried out at the centre of Government”, but
argued that “the reasons which led to the creation of the present arrangements in 1981 remain
valid”. The following year saw the Management and Personnel Office give way to the
Office of the Minister for the Civil Service. Our predecessors did not advocate another shift
of respg)nsibilitics, but found attractive the idea of a Management Board for the Civil
Service.

230. The Office of Public Service and Scicnce was established in May 1992. It is part of
the Cabinet Office and brings together the responsibilities of the former Office of the Minister
for the Civil Service, including the Next Steps programme, with the units responsible for the
Citizen's Charter, Efficiency and market testing.” Its principle relevant aims are “to raise
the standards of public services, including the privatised utilities, and to make them answer
better to the wishes of their users” and “to imp:ove the effectiveness and efficiency of central
government™.® Mr Waldegrave believed that the i w Department brought together the various
strands of recent Civil Service reforms effectively and believed that its public service functions
reflected “a real coherence”. He believed that it was “a good organisation for the priority
of the moment, which is to carry forward what is quite a radical programme of public service
reform”.? In line with an original recommendation of the Fulton Committee, the Ministerial
head of thc OPSS has Cabinet rank. Mr Waldegrave believed that this reflected the
political!) priority attached to public service reform and this development was supported by
others.

231. The establishment of the OPSS has not led directly to a marked diminution in the
responsibilitics of the Treasury in relation to the Civil Service, although such a process is
foreshadowed in the recent Treasury review under the guidance of Sir Colin Southgate. The
principal roles of the Treasury which are relevant to the management of the Civil Service are:
“the planning and control of public expenditure (of which expenditure on Civil Service pay and
allowances makes up a part) in line with Government objectives; providing a framework for
accountability, propriety and improving value for money in public spending; and promoting
improvements in the efficiency and effectiveness of Civi! Sei-ce management and its pay and
personnel structures”. The Treasury has lead responsibility for pay-related personnel issues as
well as relocation policy, financial management of the Civil Service and Departments
employing civil servants, and also for Civil Service statistics. It shares responsibility with the
OPSS for the Next Steps programme, prior options, privatisation. contracting out and market
testing. The OPSS is the lead Department on these matters, with the exception of privatisation,
on which the Treasury is the lead Department based on its wider responsibility to
secure supply-side change and improvement in the functioning of cconomic activity.!
Mr Dorrell readily admitted that the division of responsibilities betwen the Treasury and the
I First Report from the Treasury and Civil Service Committee. The Future of the Civil Service Department, HC (1950-51) $4,
paras. 16, 25-28.

2 Q192 (Sir Robin Butler).

3 HC (1981-82) 236-1. paras. 76-78.

4 HC (1985-86) 92-1, para. 5.38.

5 Cmnd. 9841, paras. 37-38.

6 HC (1987-88) 494-1 para. 30. This suggestion had been made by Sie Frank Cooper, HC (1987-88) 494.11, p. 98.

7 For a fuller description of its responsibilities, sce HC 11992-93) 390-11. pp. 1.5 (OPSS), The Gorvernment's Expenditure
Plans 1994-95 10 1996-97: Cabinet Qffice. Chancellor of the Duchy of Lancaster's Departments, Privy Council Office und
Parliament, Cm. 2518.

8 Cm. 2518, para. 1.3,

9 QQ2-3.

10 Cmnd. 3638, para. 261; QS (Mr Waldegrave); HC (1993-94) 27-11, p. 103 (Mr John Garrett); HC (1993.94) 27-111, p. 27
(Dr Geoffrey K Fry).

11 HC (1992-93) 390-11, pp. 256-260 (H\M Treasury); Q1147 (Mr Stephen Dorrell).
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OPSS was not “self-evident”, but he justified it in two ways. First, the two Departments
brought two complementary perspectives to bear on Civil Service management: the approach
of the OPSS was primarily based on its concern for the delivery of high quality public services:
the approach of the Treasury was primarily based on its concern for public expenditure and
thus for pay and financial propriety. Second. the division worked in practice. There was a cre-
ative tension between the Departments as they brought different perspectives to bear, but there
were not problems in practice in determining which Department should take the lead in partic-
ular instances. He saw  advantages in retaining these two different perspectives.!
Mr Waldegrave also did not sce any problems arising from the division of responsibilities; *We
are all working to the same script ... and it works reasonably well™.? Sir Robin Butler believed
that the current division represented an improvement upon the Civil Service Department as it
had operated in practice, while accepting that any division had disadvantages as well as advan-
tages." Sir Peter Kemp, drawing on experience at very senior levels in both Departments,
endorsed the assertion that the two Departments worked weil together and considered the pre-
sent arrangements functioned as effectively as any since the establishment of the Civil Service
Department.? Lord Howe also defended the current division, warning against “huge upheavals
for the sake of them™.’

232. The main difference between the OPSS and its immediate predecessors is the number of
units with cross-governmental responsibilities which have been brought together within it,
including the Citizen's Charter Unit and the Efficiency Unit as well as the Next Steps Team,
which was already in the Office of the Minister for the Civil Service. Mr Waldegrave attached
considerable importance to these small “mission-orientated teams”. He thought that it made
“very good sense™ to bring them all together within the OPSS.¢ The Citizen's Charter Unit
“acts as a catalyst to see that Charter principles are put into practice, and Charter commit-
ments to improve the quality of public services are delivered”. Mr Waldegrave was convinced
that a small unit of about 30 staff could have a considerable impact given that it had “central
political clout™. He regarded the unit as being “the guerilla warfare element in Whitehall rather
than an enormous division of troops™. A small team was less bureaucratic and could function
effectively through dialogue with “allies” in Departments. He believed that in this way they
could have a considerable effect on the culture of the Civil Service. The thei; Parliamentary
Secretary in the OPSS and the head of the Citizen's Charter Unit also stressed that it was
important that the Charters were not seen as being imposed from outside; it was vital that
Departments had a sense of ownership of their own Charters.’

233. The Citizen's Charter Unit drew its inspriration in part from the success of the Next
Steps Team. The original Next Steps Report emphasised the importance of an authoritative
and “slimline” project team with a high level Project Manager to implement the Next Steps ini-
tiative.* Mr Waldegrave believed that the Next Steps Team had been highly successful,
attributing this to political will and support, to having a small mission-orientated team of
“really good people™ and to exceptional leadership. Both Mr Waldegrave and Sir Robin Butler
paid tribute to Sir Peter Kemp's “remarkable achievement” as the first Project Manager.?
In 1990 Sir Peter Kemp indicated that the role of the Next Steps Project Manager should not
be seen as permanent: “once the new structures are properly in place, there must be no role for
the Project Manager. His job is to bring about the process of change not to engage in some
permanent supervisory or other capacity to do with Agencies’ affairs™.'" In response to this
statement, our predecessors emphasised that there would be a continuing need for a unit
“which can evaluate the relationships between the Treasury, Departments and Agencies, and
draw attention to examples of unwarranted interference in the delegated management of
Agencies by central Government™.!! In response to this coservation. the Government acknowl-
cdged the need for permanent arrangements to complete the programme of Agency creation
1QQUIAT HISK 1179-1190, 1194, ST e
2Qs.
3QQ192-193.

4 QQ418-419.

5 Q843

6 QQ994. 2.8,

7T HC (1992:93) 390-11, p. 1 (OPSS); )22, 28-32 (Mr Waldegrave, Mr Robert Jackson, Mr Brian Hilton).
K dmproving Management in Government: The Next Steps. paras. 40-41.

9 QQI0, 61, 994, 1027 (Mr Waldegrave), 137, 1482 (Sir Robin Butler).

10 HC (19%9-90) 481, p 3.

HHC (1989-90) 481, paras. 79-80.
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and “to make sure that the changes are consolidated and made durable”.! There are signs that
the roles of the Next Steps Team and of the Project Manager are being redefined. First, a
memorandum by the OPSS in June 1993 laid new stress on the role of the Team in the reviews
of Agencies and their status as well as their establishment.? Second, following the creation of
the OPSS, the job of the Next Steps Project Manager has been combined with that of a
Departmental Permanent Secretary. Sir Robin Butler said that “ihe task was no longer one of
leading a mission to reform the Civil Service but much more the traditional one of Permanent
Secretary”, although Mr Mottram reaffirmed the mission to reform the Civil Service and did
not see his two roles as incompatible.?

234. The third “guerilla” unit in the OPSY, and the oldest, is the Efficiency Unit. In May
1979 Sir Derek (now Lord) Rayner was appointed to advise the then Prime Minister and her
colleagues on ways to improve efficiency and eliminate waste in Government. This began with
a number of “Rayner projects” focusing on particular topics and which led to the establish-
ment of an annual scrutiny programme.* At the suggestion of Lord Rayner and with the sup-
port of our predecessors, these arrangements were institutionalised through the creation of the
Efficiency Unit and the post of the Prime Minister’s Adviser on Efficiency and Effectiveness
became permanent, the present holder being Sir Peter Levene.’ Sir Peter Levene reports directly
to the Prime Minister, although since the Efficiency Unit became part of the OPSS he is also
responsible to the Chancellor of the Duchy of Lancaster for assisting with the development of
the Governmen(’s range of public sector reforms designed to raise the standard of public ser-
vices and to make them answer better to the wishes of their users.® The principles and method-
ology of efficiency scrutinies have remained broadly unchanged since 1979. Secrutinies are
conducted within 90 days and are carried out by a team from within the relevant Department,
but not from the area to be reviewed. They liaise with a desk officer in the Unit. As was the
case in 1979, the role of the Efficiency Unit is an advisory one. The recommendations are the
property of the team; reports are made to departmental Ministers and responsibility for imple-
mentation rests with the relevant Department.” The Government believes that, since 1979, the
efficiency scrutiny programme has saved £1.5 billion and is currently generating savings ol
around £100-200 million per year.® Since 1979 there has been a change in emphasis in the selec-
tion of subjects for scrutinies. Lord Rayner initially believed that there should be an annual
scrutiny for each Department. He expressed a willingness to make suggesiious to Departments
and withhold his support from unreasonable suggestions. He also emphasised that the final
programme would be determined after consultation with the Prime Minister.? Sir Peter Levene
shared his predecessor’s scepticism about some of the proposals put to him, but thought this
was in part the result of the fact some Departments thought “they had been virtually scruti-
nised to death”. He did not consider it appropriate for the Unit to make suggestions for possi-
ble scrutinies; the initiative shouid remain with Departments.!® Departments are no longer
expected to undertake a formal scrutiny every year. The 1993 programme included ten scruti-
nies from eight Departments.!! Sir Peter Levene has sought to place a greater emphasis on
cross-departmental scrutinies. although these are by no means a new dimension to the scrutiny
programme.'? Overall, Sir Peter Levene attached a growing importance to the newer and wider
role of the Efficiency Unit in relation to the Competing for Quality programme. Asked whether
the Efficiency Unit was succeeding in its original purpose of changing the culture of Whitchall,
he replied: “I think the culture of Whitchall is probably changing rather more today through
the market testing programme, because the efficiency scrutinies have been running for some
ycars now. Many of the obvious topics have already been scrutinised.”!® The role of the
Efficiency Unit has been redefined further by the proposal in the Civil Service White Paper
to give the Unit, in cooperation with the Treasury, responsibility for reviewing Departmental
1 Cm. 1263, p. 17.

2 HC (1992-93) 290-11, p. 207.

3QQ61 (Mr Waldegrave). 138 (Sir Robin Butler), 985-986 (Mr Mottram), 1028-1029 (Mr Waldegrave and Mr Mottram)

4 HC (1979-80) 712-11, pp. 46-60 (Sir Derck Rayner).

5 HC (1979-80) 712-11. Q286; HC (1981-82) 236-11, Q294 (Sir Derck Rayner); HC (1979:80) 712-1, para. 11; HC (1992.93)
390-11, p. 1 (OPSS).

6 HC (1992-93) 39011, p. 304 (Efficiency Unit).

7T HC (1979-80) 712-1, p. 46, Q275 (Sir Derek Rayner); HC (1992-93) 390-11, pp. 304-305 (Efticiency Unit); Q1265 (Sir Peter
Levene).

8 HC (:992.93) 390-11, p. 251 (OPSS).

9 HC (1979-80) 71211, p. 47: QQ335-337.

10 QQ1265. 1269-1274.

11 HC (1992.93) 390-11, pp. 305, 30X (EfMiciency Unit).

12 Q1265 (Sir Peter Levenc); HC (1980-81) 236-11, p. 86 (Sir Derek Rayner); HC (1987-88) 494-11. 77 (Sir Robin Ibbs).
13 Q1280
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efliciency plans and jvi*orinance against them.! Mr Waldegrave believed that Sir Peter Levene
and the Unit could bi:ng considerable “management expertise” to this task.2

235. The recent changes in the organisation at the centre were subject to various, albeit
incompatible, criticisms. Sir Kenneth Couzens was concerned that the OPSS’s description of its
own role was too narrowly defined, with an emphasis “on procedures and organisation rather
than on the spirit which should inform them”.? Sir Peter Kemp expressed concern at “a lack of
leadership” from the OPSS and a failure to treat the various legs of Civil Service reform “as an
integrated whole”. He argued that the failure to integrate them “has led to the duplication of
resources and a trio of different ambitions and conflicting objectives”. He also believed that the
OPSS should not attempt “to turn itself into a standard Government Department”.? The Trosa
Report also suggests that co-ordination between the different strands of Civil Service reform
could be improved at the centre.> Mr Waldegrave and Sir Peter Kemp’s successor rejected the
notion that public service reforms were directed by separate barons; the various units were part
of a centrally managed Department.5 Mr John Garrett argued this development should be
taken further and a Civil Service Department “reconstituted to manage the Service, with the
added responsibility for cross-departmental analysis of policy and its implementation”.’

(ii) The approach to the central Departments

236. Just as important as the organisation of the central management of the Civil Service is
the approach that the centre adopts during the process of reform and towards Departments
and Agencies more generally. Our predecessors emphasised the new approach which the Next
Step programme would require from the central Departments in setting the overall strategic
framework for the Civil Service. The then Committee was concerned that the central
Departments were still too concerned with detailed rules on management matters, emphasising
that the centre should be concerned “with laying down the basic requirements by which man-
agers had to abide, and monitoring to ensure that those requireiments were observed, rather
than becoming concerned with the minutiae of D.partmental and Agency affairs”.8
Considerable progress has clearly been made in the formal delegation of responsibility from the
Treasury and the OPSS to individual Departments in areas such as pay and recruitment, which
we consider below, as well as in terms of financial freedoms.? As has already been noted, the
Civil Service White Paper represents a considerable step forward in terms of increased delega-
tion to Departments. Mr Waldegrave believed that “the strategic role is the right one for cen-
tral Departments”, but the Government has continued to stress the nced for the central
Departments to play a continuing role in disseminating best practice in the fields of human
resource management and financial management.'® Sir Terence Burns has acknowledged the
need for the Treasury to rethink its role and focus on its “core activities” in response to the
growing trend towards delegation, putting more resources into the design of policy and less
time into working out the application of a policy in particular circumstances.!" To reflect this,
the Treasury has reduced the staff numbers concerned with Civil Service management and
reduced the number of staff at the most senior levels.!2 The Government attaches importance
to stafl loans between the Treasury and other Departments, both to enhance Treasury under-
standing of and cooperation with organisations with which it works and to increase expertise
and experience within the Treasury, and the number of such loans has risen in recent years.'?
FCm 2027, para 320 T
2 QQ2569. 2592.

YHC (1993-94) 2111, p. 42. Sce also ibid., p. 73. where Professor Anne Stevens notes that the French direction générale de
P'Admmistration et de la Fonction publigue “sees itself both as the guardian of the major principles of the French public ser-
vice. and as an agent for change™.

4 Beyond Next Steps, pp. 3941

3 Neat Steps. Moving On, para. 6.2.8.

6 Q1952 (Mr Waldegrave and Mr Mottram).

7 HC (1993.94) 27.11, p. 103,

8 HC (1990-91) 496, paras. 20-21.

9 HC (1992-9%) 390-11, pp. 256-259 (HM Treasury).

10 QQ2592 (M1 Waldegrave), 184 (Sir Robin Butler); Cm. 2627, para. 4.11; HC (1992-93) 390-11, pp. 259-260 (HM
Treasury); HC (1993.94) 27.111, pp. 1213 (OPSS).

11 “Change and the Treasury”, Durham University Busincss School Barclays Bank plc 1994 Enterprise Lecture, 27 April
1994, para. 39.

12 ibid., para. 29; HC (1993.94) 593, QQ16. 24 (Sir Terence Burns); QQ2581-2585 (Sir Robin Butler),
13 QQ1436-1438 (Sir Robin Butler); HC (1993-94) 27-11, pp. 103-104 (HM Treasury).
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237. A number of observers questioned whether the culture and approach of the central
Departments was changing to the required extent. Professor Eric Caines expressed concern that
delegation had been accompanied by “oppressive systems of performance monitoring”.
Distrust, and a precoccupation with how money was spent rather than outputs, remained.! The
Trosa Report noted that the guidance coming from the central Departments was widely appre-
ciated, but that they continued to produce too many rules on how to manage. It argued that
problems partly arose from the fact that staff in the central Departments “tend to be policy
makers and not implementation advisers”.? Sir Brian Hayes stated that he would “like to sce
the Treasury staffed to a much greater extent by secondment from other Departments (as the
Cabinet Office is now} This would ... improve the performance of the Treasury, which can
otherwise develop an ivory tower mentality; and improve understanding on the part of other
Departments of the financial and economic imperatives which must govern taeir actions”.3

(iii) The Southgate review

238. An early sign of the restructuring of Departments and the reduction in staff numbers
appeared in October 1994. Under the guidance of Sir Colin Southgate, a working party set up
to examine the future organisation of the Treasury recommended the fundamental restructur-
ing of its senior management structure.! Aiming not “to deliver a pre-determined reduction in
staff numbers or costs but to improve the quality of service the Treasury provides”,’ the
Review recommended a reduction in the number of directorates from nine to seven. Each of
the seven directors, supported by a number of assistant directors, would oversee the work of a
number of teams, of between four and fifteen per directorate. The responsibility for achieving
the aims of the Treasury would fall very largely on “team leaders”, most of whom would be
Grade 5s. The Review considered that this would achieve a considerable degree of delegation
of responsibility, and anticipated that the directorate management teams would play “a more
managerial and strategic role™ than at present.® It sought to “strike a much more satisfactory
balance than now between the need to resource the Treasury with enough senior managers to
ensure that quality is not compromised and that each directorate’s work is fully informed
by a wider, more strategic and more experienced view: and the desirability of delegating
respon-iYility as far as possible down the line".”

239. Some activities of the Treasury might, the Review thought, be reduced or cut out alto-
gether; others could be moved outside the Treasury. The resources devoted to economic fore-
casting might be reduced; less effort should be spent on oversecing the management and
running costs of other Government Departments; responsibility for the pay and pensions of
individual civil servants should move to the relevant department; and savings of resources were
possible in the handling of routine ministerial correspondence. Personnel management and pen-
sion entitlements of civil servants in other departments should pass to the OPSS; the Securities
and Investments Board could effectively take over the “quasi-executive role” of the Treasury
under the Financial Services Act; and several of the support services of the Treasury could be
improved if they were provided by the private sector, for instance security, training, routine IT
operations and the messenger service.® On the other hand, the Review also argued that several
activities of the Treasury could be enhanced; a central strategic analysis team should be estab-
lished to audit the Treasury's management and policy advice; and training should receive
increased emphasis. Taken together, these proposals would eventually reduce the numbers of
senior management posts by approximately 30 per cent. The actual number of senior stafl
would fall by somewhat less, around 25 per cent, since a considerable amount of time would be
taken up by training.

240. We do not propose to comment at this stage in detail on the proposals of Sir Colin
Southgate’s review. Nevertheless, as a case study—and possibly a blueprint— of the restructur-
ing of a Government department, we regard the review as of the greatest importance. We will
need to be convinced that the cutting of staff will not reduce the effectiveness of the Treasury
as a whole, that the reconsideration of the Treasury's activities will not loosen control over

I HC (1992-93) 390-11, p. 188; QQ802, 810.

2 Next Steps: Moving On, paras. 2.26, 6.1 8.
3 HC (1993-94) 27111, p. 9.

4 Fundamental Review of H.M. Treasury's Running Costs { Her Majesty’s Treasury, October 1994
S Ibid, p. 1

6 Ibid, p. 15

7 Ibid, p. 17

8 Ibid, pp. 12-13
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public expenditure, and that the staff left in place are used to the best advantage. We hope to
return to the specific subject of the restructuring of the Treasury.”

(iv) The role of the Head of the Home Civil Service

241. The Head of the Home Civil Service has long had a significant role in the central man-
agement of the Civil Service. In 1986 the then Treasury and Civil Service Committee argued
that the Civil Service was in danger of being without a leadership ethos and that this arose in
part from the fact that the post of Head of the Home Civil Service was combined with that of
Secretary of the Cabinet. It considered that, “however talented and hardworking the
postholder might be. the burden of two such heavy sets of responsibilities, if properly fulfilled,
must be impossible to bear. There could also be occasional conflicts of interest”. It recom-
mended that the posts should no longer be combined and that a full Permanent Secretary be
appointed Head of the Home Civil Service.! The Defence Committee subsequently noted that
the Westland crisis might have been an example of a conflict of interest between the two posts.?
The then Treasury and Civil Service Committee reiterated its commitment in principle to the
division of the two posts in 1987. Morc recently Dr William Plowden has argued that,
although Sir Robin Butler is more publicly active in his role as Head of the Home Civil Service
than any of his predecessors, his role as Cabinet Secretary could inhibit his performance of his
duties as Head of the Home Civil Service, and has supported the recommendations of our pre-
decessors.* Mr Timothy Hornsby took the argument one step further, suggesting not only that
the post of Cabinet Secretary should be a full-time job, but also that the eftective delegation of
personnel functions would render the role of the Head of the Home Civil Service unnecessary.’

242. The Government rejected the recommendation of our predecessors. It did not believe
that the Head of the Home Civil Service could adopt a high-profile position advocating the
interests of the Civil Service if” this appeared to amount to a conflict with the Government of
the day.® Like his predecessor, Sir Robin Butler believed that the work resulting from the com-
bination of posts was substantial and varied, but not an impossible burden. He had agreed a
change in the responsibilities of the Cabinet Secretary which enabled him to spend about half
his time on Civil Service matters.” He said that he had also utilised a number of opportunities
to speak up in public for the standards of the British Civil Service.® Like his predecessor, Sir
Robin saw considerable advantages in the posts being combined, including the greater oppor-
tunity for close working relationships with the Prime Minister, other Ministers and many
senior civil servants which came with the post of Cabinet Secretary, and did not see any undue
conflict of interest arising.” Others cndorsed the view that there was no inherent tension
between the two posts and saw advantages in the two posts being combined.°

rivy Conclusions

243. We believe that the Office of Public Service and Science and, most significantly, the
appointment of a Cabinet Minister to lead it represents an improvement upon the previous
arrangements for the central management of the Civil Service. The OPSS clearly has an impor-
tant role to play both in seeking to raise the standards of public services and in asserting the
core values of the Civil Service and of public service more generally. Although the re-establish-
ment of the Civil Service Department has been proposed. we are not convinced that, ot present,
the advantages of further departmental reorganisation would outweigh the disaavantages.
However, we believe that further consideration may need to be given to the internal organisa-
tion of the OPSS. We consider that the scrutiny programme should continue to be viewed as a
high priority and that the Efficiency Unit should play an active role in secking Departmental
agreement to explore arcas which may so far have escaped an efliciency scrutiny or merit a fur-
ther scrutiny. We are not convinced that the wider role which the Efficiency Unit is called upon
to play in the context of the Competing for Quality programme and the proposals in the Civil

I HO (1955-86) 92-1. paras. $ 39-5.44; emphasis in onginal.
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4 Mimsters and Mandarins, pp. 11-111, 149.

5 HO (1993.94) 27.1M0. p 9s

6 Cmnd 9841, para 40,

T HC (1981-82) 236-11. QO1263-1265 (Sir Robert Armstrong)y: HC (1987-88) 370-i. QQ $5-61; QQI176, 190 1Sir Robin
Butlen

K Qlu7,

9 HC (1981-82) 236-H. Q1263 (Sir Robert Armistrong); HC (1985-86) 92-11, pp. 3-4 (Cabinet Oftice); HC (1987-88) 370-j,
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Service White Paper should necessarily be combined with responsibility for the scrutiny
programme. We believe that consideration should be given to combining these wider roles with
a more general responsibility for implementation of the Civil Service White Paper in a new
project team. The focus of the Next Steps Team is likely to shift from Agency creation to
Agency review, and in this context consideration should be given to the Next Steps Team
providing or securing the provision of the external evaluation of the performance of Agencies
which we recommended above.! We recommend that the Government sets out proposals for the
future internal organisation of the Office of Public Service and Science in its reply to this Report,
In the light of recommendations elsewhere in this Report which will affect the role of the Head of
the Home Civil Service,2 we see no reason why that post should not be combined with that of
Secretary of the Cabinet.

D. THE HUMAN RESOURCES OF THE CIVIL SERVICE
XIII. THE CIVIL SERVICE AS AN EMPLOYER

(i} “A good employer”

244. The principle that the Civil Service should be “a model employer” was noted by the
Royal Commission on the Civil Service in 1914.3 Adherence to this principle was seen as a
strength of the Civil Service at the time of the Fulton Report, when a management consultancy
study characterised the Civil Service as “a good, if rule-bound, employer™.* Both Sir Robin
Butler and Mr Stephen Dorrell said that the Government attached importance to its role as a
“good employer™.* Questions of Procedure Jor Ministers informs Ministers that they have “a
duty to observe the obligations of a good employer with regard to terms and conditions of
those who serve them”.5 The Civil Service unions argued that it was particularly important that
the Government should treat its employees with fairness since civil servants were required to be
fair to others as part of their work.” The Commission for Raciul Equality believed that the
Civil Service was “a key employer, because of its size and visibility, and its role in implement-
ing Government policy” .

245. A salient example of the Civil Service's commitment to be a good employer is its poli-
cies on equal opportunities. The Government has believed for some time that the Civil Service
should give a lead in promoting equai opportunities, for two reasons. First, “it is of wide social
importance that the Civil Service, as an employer of the first rank, and as an organisation
whose stafl and activities are publicly funded, should both see itself and be seen by others as an
integral part of the community it serves” and “this will be easier to achieve if it also reflects the
diversity of that community”. Second, “it is of the utmost importance that the Civil Service
makes full use of its staff and the realisation of equal opportunities policy will contribute to the
pursuit of this aim”.% In listing the codes covering the conduct and behaviour of civil servants,
the Government included programmes of action for women, for people of ethnic minority ori-
gin and for people with disabilitics.'® These policies are based in part on statutes which apply
to other employers, but the Government’s “intention is to comply as much with the spirit as
with the letter of the legislation™!! The Government has stressed that equal opportunitics poli-
cies are not only just, but should bring “benefits in terms of good management practice and
cffective organisation™.!? Both the Government and the FDA believed that an effective equal
opportunities policy “makes good business sense”, maximising the available talent and ensuring
that training is not wasted."?

246. The requirements of a good employer go far wider than the enunciation of sound cqual
opportunities policies. It is a truism, but an important truism, to state that the staff of the Civil
I See paragraph 171,

2 Sce paragraph< 108-112 and 274-276

3Cd. 7338, p. 83,

4 The Civil Service: Vol. 2: Repore of a Munagement Consultancy Group, paras. 13-14.

5 QQ182-183 (Sir Robin Butler). 1147, 1203 (Mr Stephen Dorrell).

6 Questions of Procedure for Ministers, para. 5.

7 HC (1992-93) 390-11, p. 10 (Council of Civil Service Unions).

R HC (1993-94) 27111, p. 30.

9 HC (1986-87) 358-i, p. 40 (Cabinct Office).

10 HC (1992-93) 390-11, pp. 36-37 (Sir Robin Butler).

VY Equal Opportunities for Women in the Civil Service: Programme of Action (Cabinet Office, February 1984), p. 16.
12 Programme of Action to Achieve Equality and Opportunity in the Civil Service For People of Ethnic Mmority Origin
(Cabinet Office, 1990). Foreword by the Minister of State.

13 HC (1992-93) 390-11, pp. 229 (OPSS), 49-50 (IFDA).
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Service represent its most valuable resource. These resources need o be maximised for there to
be a truly effective and efficient Civil Service. In 1982 the then Treasury and Civil Service
Committee concluded that “without good industrial relations, efforts to increase efficiency and
effectiveness are likely to be stillborn™.! In reply the Government agreed that “efforts to
increase efficiency and effectiveness would be hampered by a failure of morale in the Civil
Service™.? Like other service organsations, the Civil Service is particularly dependent upon its
staff for the quality of its work, both in terms of service to Ministers and services to members
of the public. It has been noted that “Morale is terribly important in organisations delivering
wervices. In such organisations quite junior staff are their public face and if [junior staff] are
disgruntled then the quality of service which customers receive will be adversely atlected”.?
The Government has acknowledged in the Civil Service White Paper that it “relies uyon the
high standards of integrity, fairness and confidentiality of the Civil Service, upon civil servants’
commitment to service for every citizen and (o cconomy and efficiency on behalf of the tax-
payer, and upon the Civil Service's flexibility and sensitivity to changes in Government policy
in handling some of the largest managerial and service delivery tasks in the economy”.4 The
reliance of the Government upon the stafl of the Civil Service is particularly great in the case
of its reform programme, not only because of the requirements arising from the process of
change itself, but also because the Government’s reforms place particular emphasis both on the
quality of service from individual civil servants to individual customers and on the delegation
of greater responsibility to a greater number of civil servants. Effective personnel management
is likely to be integral to the success of Civil Service reforms, in terms of selecting civil servants
with the necessary blend of skills in a changing environment, training and deploying staff to
meet the needs of the Service and motivating and rewarding staff. The requirement for effective
personnel policies applies particularly in the case of senior civil servants, because of their lead-
ership role in the Service and because they are required to manage the process of change at
more junior levels.’

(ii) A crisis of morale?

247. The Council of Civil Service Unions contended that the Civil Service was “in a state of
profound crisis”. They argued that “the Civil Service is today in a state of crisis the like of
which we have never ever, in our experience, witnessed before™.% This sense of an erosion of
morale was echoed by the FDA. which represents senior civil servants, and by the Trade Union
Side of the Joint Coordinating Committee for Government Industrials.” Mr John Garrett
stated that “in nearly thirty years of working in, working for, and studying the Civil Service |
have never known morale in the Service to be so universally damaged by Government action”.
He argued that “the present attitude of the Government 1o its employees breaks every rule in
the personnel management book™.# A recent independent survey of Executive Agencies recently
found that “morale is generally very low™. This picture is not confined to Agencies: in the
Treasury’s own attitude survey, only seven per cent of respondents thought that morale was
generally high in the Treasury as a whole, although preceptions of individual job satisfaction
were more pesitive. Mr John Garrett considered overall pay levels to be an important element
in the mismanagement of the Civil Service, pointing to significant falls in Civil Service pay in
relation to average carnings. In 1970 the salary of an Executive Officer was 140.6 per cent of
average carnings; in 1993 the standard pay of an Executive Officer was 86.8 per cent of average
carnings. Salaries for some Administrative Assistants in 1993 were less than 54 per cent of
average earnings.'® As part of the Government's freeze on Department’s running costs in the
period 1994-95 to 1996-97, pa?' increases in that period will have to be covered from efficiency
savings and other economics."! The Council of Civil Service Unions believed that the relatively
high retention rates of the Civil Service were explained by the wider ecconomic and employment
situation: “us soon as it improves, you will sce an exodus ... from the Civil Service on a scale

LIS

we have never seen before'.

I HC (1581-82) 236-1, para. 98.

2Cm. %616, para. 10

Y HC (1993:94) 2711, p S0 (Professor Fred Ridley and Mr Brian Thompson). Sce also Q351 (Professor Peter Hennessy),
HC (1993:94) 2711, p. 228 (Benefits Agency).

4 Cm. 2627, para. 2.6.

S HC (1993.94) 27-10, p. 51 (Mr Cline Pricstley ). Q351 (Professor Peter Hennessy).

6 HC (1992 93) 39011, p. 105 (Council of Civil Service Unions), Q425 (Mr John Ellis),

T HC (1992-9%) 390-1i, p. 42 (FDA); HC (1993-94) 27-111. p. 13S(TUS, JCC).

8 HC (1993-94) 2711, pp. 9. 102.

9 Price Waterthouse, Evecutne Agencies Fact and Trends: Survey Report 1994, May 1994, p. 10; HM Treasury. Swff
Attatude Survey: The key resulte, p. 2.

10 HC (1993.94) 27-11. p. 102 (Mr John Garrett): HC Deb.. 20 Jar uary 1993, cols. 254-257w; HC Dcb., 11 March 1994,
cols. 434-435wm.

FEHC (1993-94) 87, paras. 79-81; HC (1992.93) 390-H, p. 258 (HM Treasury), Cm. 2627, para. 3.28.

12 Q430 (M1 John Ellis).
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248. The main factor leading to this “crisis” was seen as being the Government's pro-
grammes of privatisation, prior options, market testing and contracting out. These reforms
were seen as fostering a sense that the Government did not value the Civil Service or the work
of civil servants. The Civil Service unions argued that these programmes had challenged civil
servants’ sense that their work was a necessary public service which should be performed in the
public sector and led to “a sense of betrayal”.! Lord Callaghan thought that the present
Government’s challenge to a consensus on the tasks of the Civil Service had had “a serious
impact on its morale and its belief in itsel.2 In the eyes of some, these problems were com-
pounded by the fact that some Government Ministers appeared to believe that the Civil Service
was inherently less effective and efficient than the private sector.’ The Trosa Report notes the
view of some Agency Chief Exccutives that “it is difficult to ask the staff to increase their effi-
ciency efforts if the ultimate aim is privatisation”.* Mr John Garrett saw it as incompatible
with good management practice for an employer to treat its stafl as “expendable”.s The com-
bined impact of these separate and overlapping reform programmes in such a short period of
time was scen by some as creating great uncertainty and upheaval among civil servants, which
was both demotivating and a distraction from effective work performance.5 Sir Jack Hibbert, a
former Head of the Government Statistical Service, thought that market testing was unlikely to
lead to benefits to the taxpayer and was “all too likely to destroy the morale of those who have
worked hard to build up an operation over a long period of time”.” Lord Howe also admitted
to concern about the demoralising effect of such rapid and pervasive change.® The Civil Service
unions pointed to the loss of a sense of job security among civil servants and the perceived
effect of fragmentation on career prospects in the Civil Service.? The impact of these pro-
grammes on perceptions of job security is borne out by stafl surveys in HM Customs and
Excise in 1991 and 1994: in reply to the first survey, 76 per cent of stafl examined were satisfied
with their job security; by 1994, the proportion satisfied had fallen to 36 per cent.'® Some
emphasised the importance of limiting the duration of change and the consequent uncertainty,
although it was noted that market testing was likely to be a repeat exercise, making it
“extremely disturbing”. A Pricc Waterhouse survey found that Agency stafl were “learning to
live with the uncertainty”.!!

249. The Government did not deny that market testing, contracting out and the considera-
tion of privatisation had had an adverse effect on Civil Service morale. In evidence to the
Senior Salaries Review Body it noted that “For most of the Civil Service there 1S ... no longer
any certainty that the work will remain in the public service in the medium term and no con-
cept of a ‘job for life’”. Mr Dorrell acknowledged that the process of change engendered uncer-
tainties. Sir Robin Butler described these processes as “very disturbing for the staff concerned"”.
Mr Michael Bichard considered that the introduction of market testing had introduced a new
sense of insecurity among staff.'? However, Mr Bichard also stressed that the picture varied
from cffice to office within the Benefits Agency and in some offices morale was cxceedingly
high. The Government believed that morale was gradually improving, particularly amongst
staff involved in successful in-house bids.!* Above all, the Government stressed that any reduc-
tion in morale had to be weighed against the Government's “absolutely essential duty to see we
get value for money”. The Government’s commitment to deliver good quality services to the
tanpayer was scen by Ministers as “our pre-cminent, overwhelming obligation”."* As we have
already noted, the Government is committed to continuing with the prior options process and
with market testing and contracting out. The Civil Service White Paper acknowledges that
change of the kind described in it “is an uncomfortable, sometimes painful, experience for the

1 QQ427 (Mr John Ellis). 1699 (Mr Bill Brett, Mr Barry Reamsbottom).

2 Q589.

3 HC (1992-93) 390-11, p. 42 (FDA), HC (1993.94) 27.111. p. 40 (Sir Peter Lazarus).
4 Next Steps: Moving On, para. 3.2.7.

5 HC (1993-94) 2711, p. 99.

6 QQ458 (Mr John Ellis), 1763 (Mr Bill Brett); Nexr Steps: Moving On, para. 3.2.8; HC (1993-94) 27-111. pp. 7 (Sir Brian
Hayes). 40 (Sir Peter Lazarus).

T HC (1993-94) 27-11, p. 107.

8 Q5.

9 Q1780 (Mr John Sheldon); HC (1492-93) 390-11. p. 108 (Council of Civil Service Unions).

10 Voice, p. 3; Voice I, p. 4.

11:Q632 (Lord Callaghan), HC (1993-94) 27-111, p. 7 (Sir Brian Hayes). HC (1993-94) 27-11, p. 101 (Mr John Garrett);
Executive Agencies Facts and Trends: Survey 1994, p. 10.

12.QQ1126, 2375 (Mr Waldegrave); Review Body on Senior Salaries: Sixteenth Report on Senior Saluries, Cm 2464, pac .
33:.QQU147. 1203 (Mr Stephen Dorrell), 1307 (Sir Peter Levenc), 1355 (Sir Robin Butler), 2225 (Mr Michael Bichard).

13 QQ2226-2227 (Mr Michael Bichard), 1127, 1957, 1986-1987 (Mr Waldegrave), 1307 (Sir Peter Levene).

14 QQ1126-1127 (Mr Waldegrave), 1147, 1203 (Mr Stephen Dorrell).
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individuals and institutions™ concerned, but reaffirms the Government's belief in the longer
term benefits and rewards of such change.'

(iii) Conclusions

250. There is nothing new about concerns over morale in the Civil Service. In the late 19605
the Fulton Committee was told that “the morale of the Civil Service ... has suffered sadly since
the war™.” In the early 1980s the then Treasury and Civil Service Committee found the morale
of the Service “in a precarious state after last year's industrial dispute over pay and as a result
of the heavy cuts in stafl’ at present being implemented and the constant criticisms of the Civil
Service™.* In 1986 its successors felt the need to examine a problem of morale in the Service.?
In 1987 the Council of Civil Service Unions told the then Committee that it was “aware of a
decp-scated malaise. amounting 1o a crisis of Civil Service morale™.5 There are real difficulties
in making an assessment of the overall state of morale in the Civil Service from outside, partic-
ularly in the absence of clear indicators such as major problems of recruitment and retention.
Our assessment of this matter would have been greatly assisted by the commissioning of an
attitude survey. There scems every reason to believe that morale varies from Department to
Department, from Agency to Agency. and from local office to local office, depending upon the
differing circumstances and the differing qualities of management. This reinforces the impor-
tance of the points we made earlier in the context of market testing that the pursuit of effec-
tiveness and efficiency is likely to be most effective when as much freedom as possible is given
to Civil Service managers and may be less effective when reforms are perceived as being
imposed in a doctrinaire manner from the centre. We do not question the duty of the
Government to seek best value for money in public services in the interests of both the tax-
payer and the consumer of Government services. but in doing so it should bear in mind the
need to strike the right balance between financial savings which are readily apparent and the
longer term eflects of particular measures on the commitment and morale of civil servants
which may not be as immediately or readily measurable. The manner in which the prior
options process and the Competing for Quality programme have been conducted and the
Government's stated intention to continue with these policies, albeit with less centralised direc-
tion, may lead to an institutionalisation of uncertainty throughout the Civil Service. The
Government should not lose sight of opportunities to engender pride in working for the State.
The morale of the Service does not simply matter because the Government rightly strives to be a
good employer; it matters because the morale of civil servants is likely to have a direct effect on
the quality of service to customers. Many civil servants accept the need for Civil Service reform,
but if civil servants no longzr have a sense of a job for life it is hardly surprising if they find it
more difficult to offer a lifetime commitment in return. There may not be a general crisis of
morale in the Civil Service, but there s certainly a sense of uncase in the Service.

XUV MANPOWER, PAY AND DELEGATION

(i) A shrinking Civil Service

251. The Fulton Report held it to be “a major public interest that the manpower of the
Service should be kept to the absolute minimum required for the efficient and humane dis-
charge of its duties™.® The size of the Civil Service increased in the years after the Fulton
Report, but since the late 1970s there has been a significant decline. Since 1978-79, Civil
Service numbers have fallen by 182 000, a reduction of 25 per cent which was described by Sir
Robin Butler as “remarkable™.” The sharpest fall in numbers has been among industrial civil
servants: the number of non-industrial civil servants fell from about 566,000 in 1979 to about
503.000 in 1993.* A number of factors have contributed to the decline in Civil Service man-
power. including increased efficiency and the dropping of certain functions; about 44 per cent
of the reduction is attributed to privatisation and contractorisation.? Initially, the Government
sought to pursue the objective of a smaller Civil Service by way of manpower targets. In May
1980 the then Prime Minister set a target for a reduction in the number of civil servants of
1 Cm. 2(‘27.7[\."‘!‘,5'. V ‘ . - ’ o - - ‘
2 The Coud Sersice Vol $ Part 2. p. 1092 (Mr (now Sir) William Ryrie).
VHC (1981-82) 236-1, para. 98
4 HC 11955-86) 92-1. paras. 1.1, 314,
S HC (19%6-57) 3851, p_ 14,
6 Cmnd. 363K, para. 276
TCm 2819, pp 89, 92 (Table & 2); Q1425
KCm 2627, p 11K QIS (Mr Stepen Dorrell),
9 HC (1986-87) 3880 p 120 (HM Treasury s, Career Management and Succession Planning Suady, para 2.4,
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75,000 over four years and saw such targets “as a basis for action”.! In 1983 plans were
announced for a further reduction of 6 g)cr cent by 1988, but in 1985 overall manpower targets
were replaced by running cost controls.2 Government witnesses argued that the new approach
was preferable to manpower targets, which were seen as having “paradoxical effects”, being
too tight in some cases and too lenient in others, and also encouraging more expensive substi-
tutes for Civil Service s'aff in order to reduce numbers to predetermined limits. The Civil
Service White Paper emphasises the Government's wish to avoid returning to “the unwelcome
rigidities of manpower targets”.}

252. Nevertheless, the Government remains determined to minimise Civil Service numbers,
principally by way of the tight overall controls on running costs announced in the November
1993 Budget.? Formal plans issued shortly after that Budget envisaged a fall of about 27.000 in
overall Civil Service numbers between 1994-95 and 1996-97, while noting that outturns tended
to be lower than original plans.5 In March 1994 Mr Waldegrave said in evidence that “we
would be very disappointed if we did not see the steady downward trend in numbers continu-
ing ... [to] under 500,000 in the next three or four years | should think”.® The Civil Service
White Paper went slightly further, indicating an expectation that Civil Service numbers would
fall “significantly below 500,000 over the next four years”. Mr Waldegrave said that “we would
be very disappointed if it was less than that™, but emphasised that the Government had no for-
mal target.” The Government aims to achieve reductions as far as possible without redundan-
cies. It has announced that 80 per cent of the cost of carly departures, whether voluntary or
compulsory, between | October 1994 and 31 March 1997 will be met from the central Civil
Superannuation Vote, with only 20 per cent coming from Departmental running costs.
Mr Waldegrave considered this to be “a very important step”.3

253. The Government envisaged this reduction in numbers arising from several develop-
ments. First, as Mr Michael Bichard observed of the Benefits Agency, Civil Service operations
are moving from clerically-based organisations to information technology-based organisations.
He saw this as the main contributory factor in an increase in stafl productivity of about 20 per
cent in the three years since the establishment of the Agency. Between 1990-91 and 1992-93, the
Agency’s workload increased by about 26 per cent, but the number of staff employed only
increased by 1 per cent. Without improvements in productivity, this would have required 1,500
more stafl to maintain the same level of service. The Government considered that there
remained scope for further improvements in efficiency and productivity of this kind in the
future, resulting in the employment of fewer staff to provide the same level of service, particu-
larly as a consequence of increased use of information technology.!® Second, the Competing for
Quality programme, which we have already considered, is likely to have a continued effect on
Civil Service manpower, particularly as the 1993-94 programme involves more staff in relation
to total value than the 1992-93 programme. The Government believes that staff numbers
involved in certain activities are likely to fall even where in-house bids are successful. Numbers
will fall as a result of contracting out and privatisation, although Mr Waldegrave was insistent
that the Government wished to see genuine reductions resulting from improved efliciency
rather than reductions produced artificially by redefinition.!! Above all, the Government
believed that reductions in Civil Service numbers would be achieved by “the combination ... of
cver grealer pressure on running costs with a greater capacity for front line managers o actu-
ally come up with innovative solutions”. The Government believed that more disaggregated
and flexible personnel management combined with tight overall financial control would pro-
duce pressures for manpower reductions comparable to those seen in the private sector."?
| 1HC (1979-80) 71211, pp. 173-174 (Civil Sersice Department),

2 HC (1986-87) 358-i. pp. 13 (Council of Civil Service Unions), 120 (HM Treasury).
3QQI25 (Mr Mottram), 1141-1142, 1824 (Mr Waldegrave). Cm. 2627, para. 3.13.

4 QQI139-1140 (Mr Waldegrave): Cm. 2627, para. 3.33.

5 Cm. 2519, pp. 90, 92 (Table 8.2).

6 Q1824

7Cm. 2627, para. 3.3; Q2578.

8 Cm. 2627, paras. 3.35-3.36; 2580,

9.QQ2200, 2204, 2206-2209 (Mr Michacl Bichard); HC (1993-94) 27-11, p. 244 (Benelits Agency).
10 QQU198-1201 (Mr Stephen Dorrell), 1823 (M Waldegrave). 2597 (Sir Robin Butkr)
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(ii) The delegation of pay and personnel functions

254, 1n 1968 the Fulton Committee recommended that “all civil servants should be organ-
ised in a single grading structure in which there are an appropriate number of different pay lev-
cls matching different levels of skill and responsibility, and the correct grading for each post is
determined by an analysis of the job”. The Fulton Committee did not believe that it was either
desirable or practical to allow each Department to employ its own staff and construct its own
grading system, because of their common goals, the likelihood of reorganisation of
Departments and the need for staff transfers between Departments. Common grading struc-
tures were required: “the Service must be a flexible, integrated whole; it must continue to be a
unified Service™.! In the period up to the mid-1980s, considerable progress was made towards a
unified grading system across the Service.? In a submission to our predecessors in 1987, the
Government set out what it then saw as the advantages of Service-wide pay and personnel
management arrangements: “staff can move easily between Departments and do any work for
which their qualifications and experience suit them; machinery of government changes can be
eftected quickly and casily; Departments do not compete against each other for the same scarce
skills”.* In 1988 the Treasury expressed anxiety about the possible repercussions of increased
pay flexibility, including leapfrogging pay claims.* More recently, others have expressed con-
cern about the implications of delegated pay and personnel management. It has been argued
that it leads to “a proliferation of bureaucracy” as organisations within the Civil Service estab-
lish their own pay bargaining arrangements.® There was particular concern that the move away
from common pay and grading arrangements would jeopardise civil servants’ ability to move
from one part of the Service to another, including movement between Agencies and core
Departments.® In June 1993 the then Chief Executive of the Civil Service College stressed the
importance of interchange with Departments to the College’s work and said that “for us to
depart too far from the broad framework of Civil Service pay and grading would actually
probably cause us more problems than it would give us benefits”.’

255. For some time the Government has been moving towards more flexible pay arrange-
ments for the Civil Service. In 1987 it noted that Service-wide systems “make it difficult for
Departments and individual managers to respond to particular needs or to particular market
conditions”.* The original Next Steps Report noted a perception that “the advantages of an
all-embracing pay structure are breaking down, that the uniformity of grading frequently
inhibits effective management and that the concept of a career in a unified Civil Service has lit-
tle relevance for most civil servants, whose horizons are bounded by their local office or, at
most, by their Department™.? In January 1993 the then Parliamentary Secretary in the OPSS
argued that uniformity of pay should not be scen as a defining factor in the Civil Service.'? It
has been increasingly questioned whether the advantages of grading outweigh the disadvan-
tages. In 1989 a manager at HMSO observed that “the Civil Service grading system ... tries to
do three separate things with the same system: determine pay: determine management hierar-
chy; determine carcer progression ... We are trying to take these three things apart so we can
address them separately.™! Sir Peter Kemp and Professor Eric Caines criticised the grading
system on similar grounds.!> Mr Waldegrave believed that it was more important for jobs to
have labels than grades and said “I do not think we nced a completely hierarchical grade struc-
ture now™." It has been contended that the right and ability to transfer between Departments
and within Departments need not be undermined by a move away from cross-Service pay
structures, although more active steps will be required to ensure that the right degree of
transferability takes place. In terms of inter-Departmental transfers, Mr Waldegrave said
that “we are dealing with really relatively small numbers in the central Civil Service and 1 just

I Cmnd. 1638, paras. 192, 190.
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think that good managers will be able to handle this perfectly well”.! Mr Waldegrave also
believed that common sense management could avoid the development of unhealthy competi-
tion between Departments or Agencics for stafl.2 Above all, the Government believed that the
determination of pay and grading and personnel management more generally were integral to
the management of an organisation and thus essential o genuire {reedom to manage.
Managers had to have the freedom to organise their structures of pay and grading 10 suit the
particular needs and objectives of their own organisation and to motivate their staff.* Both the
Government and the CBI pointed out that the Civil Service was following a trend which was
alrcady well-advanced in the private sector and other parts of the public sector.? It is also part
of a tgrcnd which is being reflected in the public services in a number of other developed coun-
tries.’

256. In the late 1980s agreements were reached with the Civil Service unions which allowed
for greater pay flexibility.% The first Agency to introduce a radical new pay regime was HMSO.
Under its new agreement, introduced following consultation with trade union representatives,
grades were replaced with ovcrlupping, pay bands, with progression dependent upon perfor-
mance in relation to agreed objectives.” In July 1992 the Inland Revenue was given responsibil-
ity for determining its own pay and grading structure for all stafl below Grade 3. A new pay
and grading structure was introduced with five broad pay bands, with progression linked to
performance, replacing more than 120 separate grades.® From April 1994, all Agencies with
over 2,000 staff were given responsibility for their own pay bargaining and smaller Agencies
were encouraged to follow suit.” Mr Michae! Bichard said that the Benefits Agency, which had
already developed a personal appraisal system designed specifically to meet the business needs
of the Agency, would be secking a pay structure which moved away from what he viewed as
“an unhealthy obsession with grading”.'® This trend to separate pay arrangements in Agencics
was seen by some as largely irreversible.'! The Civil Service White Paper takes these develop-
ments one step further, proposing the further delegation of responsibility for pay and grading
below senior levels to all Departments and Agencies by 1 April 1996, replacing existing
national pay arrangements.'2 Coupled with the proposed changes in the structures of the senior
levels of the Civil Service, this is likely to mean that the Civil Service grading system will have
virtually disappeared by the end of this century. 3

257. As part of the trend to devolved pay determination in the Civil Service, the
Government gave notice at the end of 1993 of its intention to terminate, with effect from 30
June 1994, the pay agreement covering industrial civil servants across Departments. This deci-
sion followed a request from the Ministry of Defence, which then employed about 80 per cent
of the industrial Civil Service, for delegated authority to determine the pay and conditions of
its industrial employees.' The Trade Union Side of the Joint Coordinating Committee for
Government Industrials criticised this decision. They questioned the procedure by which the
agreement was terminated. They contended that termination was unnecessary to achieve the
goal of greater flexibility. They believed that it implied differential treatment of blue collar and
white collar staff' in the Civil Service. They doubted the capacity of individual Departments to
negotiate satisfactory successor arrangements.'s In reply, the Treasury contested these allega-
tions. The termination of the agreement had been handled properly. Arrangements were in
place for pay bargaining by Departments and Agencies employing the vast majority of indus-
trial staff. Other employers would cither follow the settlement reached by the Ministry of
Defence or reclassify the jobs in question as non-industrial. The principle that greater flexibility

FHC (1990-91) 496, paras. 45-47; Cm. 1761, p. 7; HC (1993-94) 27-11, p. 7 (Sir Brian Hayes); Q2589 (Mr Wiildegrave).

2 Q2606.

3 QQIIS6, 1241 (Mr Stephen Dorrell); Cm. 2627, paras. 3.24-3.25: Q2586 (Mr Waldegrave).

4 QQI15S5 (Mr Stephen Dorrell), 2586 (Mr Waldegrave): “Pay in the Public Sector™, CBI submission to the Treasury, July
1993.

S Pay Flexibility in the Public Sector (Public Management Studies, OECD, 1993), pp. 22 (Table 1), 222-223.

6 HC (1988-89) 348, para. 43,

7 HC (1988-89) 348, para. 44; HC (1989-90) 481. para. 41 QQI9 (Mr Waldegrave), 1628 (Mr John Garrett): Cm. 2627. .
27,

8 HC (1993-94) 27-1, pp. 247-248, 249 (Inland Revenue): Crn, 2627, p. 27,

9 HC(1992-93) 390-11. p. 258 (HM Treasury).

10 Q2213.

11 Q1628 (Mr John Garrett): Price Waterhouse, Executive Agencies: Fact and Trends: Survey 1994, p. 12.

12 Cm. 2027, paras. 1.4, 3.26.

13 QQ2587-2588 (Mr Waldegrave).

14 HC (1993-94) 27-111, p. 143 (HM Treasury).

15 HC (1993-94) 27-111, pp. 135-138.
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and value for money could be achieved by tailoring pay and conditions to the requirements of
individual organisations applied to industrial and well as to non-industrial civil servants.! The
Civil Service White Paper argues that delegation should enable Departments and Agencies, “in
consultation with staff and trade unions, to re-examine the old-fashioned distinction between
“industrial’ and ‘non-industrial’ staff™.?

(iii ) Performance-related pay

258. The delegation of pay determination to organisations within the Civil Service has been
accompanied by a central initiative to develop the use of performance-related pay in the Civil
Service. In 1977 the Expenditure Committee called for more research to be done on the possi-
bilities of linking pay and promotion in the Civil Service to performance and particularly rec-
ommended a move away from automatic incremental progression up pay scales.! In the early
1980s the Government argued that “there are special management difficulties about the appli-
cation of merit pay systems in the public service”, although in 1982, and again in 1988, our
predecessors supported in principle the development of linkages between performance and
pay.* It is now the objective of the Government “to use pay to improve the management and
performance of the Civil Service at the aggregate and individual level by forging a close link
between pay and performance, creating rewards for success and penalties for failure”. During
1992-93, new pay agrecements were negotiated to end automatic progression though salary
bands by semiority; all progression would in future depend upon performance.’ The
Government believed that performance-related pay should apply at all levels of the Civil
Service with the single exception of Permanent Secretaries. It considered it to be justified to
impose a central requirement for performance-related pay on Agencies “at this early stage” to
make sure that the new policy took hold.® Performance-related pay s one of the ways in which
the Citizen’s Charter is being implemented in the Civil Service, the Government believing that
such pay schemes will motivate stafl to contribute towards the wider objectives of their organ-
isation and sharpen the relationship between manager and managed.” As we have already
noted, several pay schemes developed by individual Agencies and Departments link individual
pay and progression to performance and the Government believed that individual reward
would be the main form which the policy took.® However, the development of team-based
reward was not scen as incompatible with the Government's policy and a number of Agencics,
including the Civil Service College, have or are developing a link between the performance of
the organisation as a whole - measured in the case of the College principally by customer satis-
faction - and pay.” Mr Michael Bichard looked forward to developing for the Benefits Agency
a pay scheme which was more effectively related to performance and which contained both an
ndividual element and discretionary team performance pay. '

259. A number of concerns were raised about the growing use of performance-related pay in
the Civil Service. 1t was scen as less appropriate in the Civil Service than in the private sector,
because Civil Service work often did not involve easily measurable outputs.!! It was questioned
whether performance-related pay on its current scale in the Civil Service could act as a genuine
motivator to stafl and whether the focus on individual performance might not be both divisive

. . Y oy . . . . - . .

and demotivating.!” There is evidence of some antipathy to performance-related pay within the
Civil Service. An independent survey recently quoted an unnamed Agency Chief Exccutive as
saying “my colleagues take the view that performance pay is a complete nonsense and that it
has no cffect one way or another on performance. | am in complete agreement with this opin-
ion.”"* Mr John Garrett considered that performance-related pay was “discredited” in other

arts of the British cconomy.™ A recent study by the OECD found that performance pa
T HC (1993-94) 27-111. pp. 143144 (HM Treasury).
2Cm. 2627, para. 3,27,
3 HC (1976-77) §35-1, paras. 129-130,
4 HC (1981-82) 236-1, para. 94; HC (1987-88) 494-1, para. 29.
S HC (1992-93) 390-11, p. 258 (HM Treasury).
6 QQI239-1240 (Mr Stephen Dorrel)). 40 (Mr Robert Jackson and Mr Waldegrave).
THC (1993.94) 2711, pp. 16, 18 (OPSS): Cm. 2627, para. 3.25: QQ1260 (Mr Stephen Dorrell), 1464 (Sir Robin Butler).
8 HC (1993:94) 2711, p. 21 (OPSS), QQI241, 1252, 1260 (Mr Stephen Dorrell).
9 Q1241 (Mr Stephen Dorrell): HC (1993.94) 27-11, p. 20 (OPSS); QQO682-683 (Ms Marianne Neville-Rolfe).
10Q21,
HHC (1993.94) 27-10, p. 102 Q1618 (Mr John Garrett); HC (1993.94) 27-111. pp. 44 (Sir Kenneth Couzens). 125 (M Rarry
O'Toole)
12 HC (1993-94) 27-11, p. 102 (M1 John Garretty, HC (1993.94) 27111, pp. 84-85 (Mr David Faulkner, Dr Colin Crouch, Dr
Mark Freedland. Dr Desmond King). 95 (Mr Timothy Hornsby). 107 (Sir Jack Hibbert).
I3 Survey on Career Management and Succession Planning in the Civil Service, Vol. 1, Appendix 3, pp. 7. 17, 20, 2t; Price
Waterhouse, Exceutive Agencies: Fact and Trends: Survey Repart 1994, p. 12,
14 HC (1993.94) 27-11, p. 102,

House of Commons Parliamentary Papers Online.
Copyright (c) 2007 ProQuest Information and Learning Company. All rights reserved.



THE TREASURY AND CIVIL SERVICE COMMITTEE NCVi

schemes in public sectors across the developed world had a mixed record to date, suggesting
cither that the motivational ideas underlying such schemes were weak or that the schemes had
not been implemented so as to establish a clear progression from the identification of petfor-
mance requirements through the fair measurement of performance to appropriate reward.!

(iv) Equal opportumities

260. We have already noted the widespread view that cqual opportunities policies are an
important indicator of the strength of the Civil Service’s commitment to being a good
employer. Its policies in this field have long been seen as a strength of the Civil Service. At the
time of the Fulton Report it was observed that it was “a particularly enlightened employer of
women™.? Sir Robin Butler was proud about recent rescarch which indicated that the Civil
Service was the best employer of women in the country.® Subject to qualifications relating to
recruitment and senior personnel which we consider separately below, the overall approach of
the Civil Service towards equal opportunities was supported during the inquiry. The
Commission for Racial Equality commended the Civil Service for its Programme of Action to
achieve Equality of Opportunity for People of Ethnic Minority Origin, while expressing concern
at the actual performance of some Departments and Agencies.* The Civil Service unions were
broadly supportive of the Government's approach to equal opportunities in the Civil Service,
although it feared that the pressures of market testing might undermine these policies.® A sur-
vey of civil servants in 1993 indicated generally positive perceptions of the Civil Service as an
equal opportunity employer.® The Government has reaffirmed on several occasions the high
priority it attaches to equal opportunitics policy “both because it is right and also because it
makes good business sense™.” The Government has acknowledged that there will be a continu-
ing need for leadership from the centre on equal opportunities policics even as its rule-making
role is reduced and more power is delegated to Departments and Agencies.® The Government
has recently announced its intention to revise the Civil Service Order in Council 1991 so as to
permit Departments to offer guaranteed interviews to all disabled applicants and so bring the
Civil Service into line with best practice as described by the Employment Service.”

(v) Conclusions

2601. The size of the Civil Service in the future will be determined by many factors, including
the decisions of future Governments on the tasks of the Civil Service and the needs of society
as well as changes in technology and improvements in staff efficiency. We support the
Government’s decision not to set a target for Civil Service manpower reductions, We consider that
such reductions should not be viewed in themselves »s a principal indicator of the success or failure
of Civil Service reforms.

262. In 1988 our predecessors set out what they saw as three provisos to the devolution of
responsibility for pay and personnel management to Agencies: that such flexibility should be
clearly related to need; that it should not increase pressure on public expenditure; and that the
interchange of staft” between policy and executive functions should not be made more diffi-
cult.'” The changes which have ilready taken place to delegate responsibility for pay determi-
nation and personnel management to larger Agencies and the further delegation to
Departments proposed in the Civil Service White Paper are likely to presage a dramatic change
in the pay and grading structures of the Civil Service. Within ten years it is quite possible that
there will be no shared systems of pay and grading across the Civil Service. Viewed from the
perspective of the individual civil servant, particularly those not currently working in Agencies,
this is likely to be one of the most readily and immediately apparent demonstrations of the
move away from a uniform Civil Service. This serves to reinforce the case for a new succinet
and comprehensive Civil Service Code and a new framework for underpinning the shared val-
ues of the Service which we made carlier. Delegation could lead to pay and grading structures

I Pay Flexibility in the Public Sector, pp. 33-34. 227,

2 The Civil Service: Vol. 2: Report of a Management ‘onsultuney Group, pava. 14,

3QI83.

4 HC (1993-94) 27-HI. pp. 30-32.

5 HC (1992-93) 39011, pp. 49 (FDA). 108 (Council of Civil Service Unions); Q443 (Mr Charles Cochrane). See also HC
(1993-94) 27-11. p. 103 (Mr John Garrett).

6 Carcer Management and Succession Planning Study, p. 108,

7.QQY54 (Mr Richard Mottram), 2557-2558 (Mr Waldegrave): HC (1992-93) 390-11, p. 229 (OPSS); Cm. 2627, para. 334,
8 QQI84 (Sir Robin Butler), 2529 (Mr Waldegrave).

9 HC Deb., 15 July 1994, col. 789v.. HC (1993.93) 27-01, pp. 145-146.

10 HC (1987-88) 494-1, para. 28.
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better tailored to the needs and objectives of particular organisations within the Civil Service
and could facilitate an overall improvement in the standard of personnel management in the
Civil Service. We believe that the benefits of delegated authority for pay and personnel manage-
ment could outweigh the drawbacks.

263. We note that the carly stages of devolution in relation to pay have been accompanied
by a strong central thrust towards greater use of performance-related pay. We believe that the
time is fast approaching when this central policy will no longer be required. We appreciate the
advantages which are believed to arise from effective performance-related pay schemes, but
also believe that performance-related pay schemes may not necessarily be appropriate to all
organisations in the Civil Service. Freedom to adopt different approaches would have the
added advantage of providing clearer empirical evidence both on the impact of performance-
related pay and on the eflects of its absence. We recommend that the authority over pay dele-
gated to Departments and Agencies includes the freedom for each organisation to decide whether
or not performance-related pay is appropriate to its needs and objectives.

264. We believe that two important criteria in assessing the success of delegation will be the
continuance of opportunitics for transfers and interchange between Departments, and between
Departments and Agencies, and the widespread and practical commitment of Departments and
Agencies to the equal opportunities policies of the Civil Service. It is vital that the reduction in
rule-making from the centre docs not jeopardise its leadership and authority in relation to equal
opportunities.

XV. SENIOR PERSONNEL

(i) Amateurism and a cult of the generalist?

265. Perhaps the most celebrated-—or notorious -aspect of the Fulton Report was its claim
that “the Service is still essentially based on the philosophy of the amateur (or ‘generalist’ or
‘all-rounder’)”. The Fulton Committee argued that the Civil Service was dominated by its
administrative class and by the belief that the ideal administrator was “the gifted layman who,
moving frequently from job to job within the Service, can take a practical view of any problem,
irrespective of its subject matter, in the light of his knowledge and cxperience of the
Government machine”™. This concept was seen as having “most damaging consequences”; the
cult of the generalist was described as “obsolete™.! This critique has found echoes in more
recent times, not least in the evidence submitted during this inquiry. Professor Eric Caines
argued that Civil Service training was “still based on the idea that a gifted amateur ought to be
able, with a little preparation. to do any job effectively™. Professionalism was rare and “general
management 1s still regarded as something to be done by generalists who, in any case, are
moved on after a relatively shoet period in any particular job”.2 Mr Graham Mather argued
that the Fulton recommendations “addressed precisely the problems which continue to bedevil
today’s top civil servants™ including that of “too many generalists expert only in draftsman-
ship™.* Mr John Garrett believed that “the higher Civil Service has never been shifted from its
view that Oxbridge arts gencralists, or all-rounders, with the right social background, are the
best people to run our country™. The senior levels of the Civil Service suffered from important
managerial weaknesses, too often being “remote, arrogant and inept at staff relations and per-
sonnel management™?

266. Scveral witnesses characterised the senior Civil Service as insular and clitist, operating
in a relatively closed world, insulated from some of the realitics of the country they assisted in
governing, at times leading “almost a monastic existence™.* It was suggested by some that this
msularity arose in part from the fact that the senior ranks of the Civil Service were overwhelm-
ingly white. male and Oxbridge-educated. The first two parts of this characterisation appeared
almost bevond dispute. At I April 1993 there was one member of the Senior Open Structure
(Grades 1 to 3) of non-whitc ethnic origin.® The number of women at the same levels has
increased in recent years, but was still under 10 per cent at 1 April 1993. The Inland Revenue
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had no women at Grades 1 to 3. The FDA considered that “the paucity of numbers must give
cause for concern after policies which should have promoted more women have been in place,
and allegedly acted upon, for more than 15 years”. Others expressed concern about a continu-
ing “glass ceiling” for women.! Mr John Garrett argued that “the present cadre of Permanent
Secretaries is more socially and educationally exclusive today than it was in the year 1900",
suggesting that “a higher proportion of Permanent Secretaries come from public school and
Oxbridge now than in 1900”. He considered this to be “very damaging”.2 Professor Eric Caines
said that his own departure resulted in part from his view that therc were a number of factors
which militated against him becoming a Permanent Secretary, including the fact that he did not
fit the mould in terms of “social class, background, the way I operated, the way my carcer was
developing™.! Others, while not directly concerned with social or educational background, did
criticise the uniformity and cohesiveness of the senior ranks of the Service produced by a pro-
cess of “socialisation”

267. A particular focus of criticism at the time of the Fulton Report was the stress placed on
generalist and administrative skills rather than on specialist and managerial skills.® In the carly
1980s our predecessors were concerned that most senior civil servants did not give the consis-
tent attention to their managerial role that its importance justified, although they were assured
that the situation was changing.t In 1988 the then Committee identified a need for a more com-
prehensive strategy to overcome the continuing underemphasis on management skills and on
qualitics of leadership which had been highlighted by the original Next Steps Report.” More
recent evidence might suggest that the commitment to new managerial skills at the highest lev-
cls of the Service remains only skin deep. Mr John Garrett contended that “the mandarin cadre
at the top of Departments has virtually no experience of, and is quite unsuited for, the analyti-
cal tasks and strategic management required at the centre of such heterogencous organisa-
tions”. They continued to rely on technical advice from specialist civil servants “which they
find difficult to understand and to translate into policy™.* Others criticised the lack of wide
appreciation in the Civil Service of the managerial skills, particularly those relating to financial
management, its own work necessitated.? The Efficiency Unit study of the higher Civil Service
found a perception among senior civil servants that “those at the top of Departments place
more value on the traditional Whitchall attributes such as drafting and high intellectual ability
than on skills which they consider to deserve more emphasis: motivation, oral communication
and visibility, managing down and out as much as up and in". An independent survey
conducted for the Government was surprised to find that many civil servants in Grades 2
and 3 and those who aspired to reaching such ranks did not sec management as vitally
important,'

268. Although the original Next Steps Report and our predecessors set great store by ensur-
ing that those reaching the highest levels of the Service had had operational management expe-
rience,'" Agency experience was not regarded by any group of respondents to the survey of the
Senior Open Structure and its feeder grades as even “quite important”, One respondent
remarked that “the ‘new management’ ethos would be more credible if the top Civil Service
posts did not go so often to people with large private office experience. The people who tell us
how to manage have no managerial credibility whatsoever.” Another remarked that “although
it is claimed that being a specialist and/or gaining experience in an Agency is no bar to
progress beyond Grade 3, all the evidence suggests the opposite™. The Efficiency Unit study
found that “most Departments lack a formal scheme for ensuring that people with potential to
rise to the Senior Open Structure gain front-line operational experience carly in their careers”.
The Trosa Report noted that staff interchange between core Departments and Agencics was
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“still minimal™ and that it was probably not happening in some Departments “because having
worked in an Agency is still not considered as advantageous for a successful career™.!

269. Some evidence suggested that the higher ranks of the Civil Service retained an aversion
to or a tendency to undervalue expertise arising either from experience in a post or from spe-
cialist skills. Nearly two thirds of members of the Senior Open Structure at 1 April 1993 were
generalists. No profession other than that of lawyer accounted for more than 10 per cent of
stafl at these Grades. According to Professor Eric Caines, “you try in most Departments to
find a skilled financial adviser or a skilled personnel specialist, it is like trying to find a needle
in a haystack”. Some thought that specialist skills remained a barrier to promotion to the high-
est levels of the Service.® 1t was argued that the weaknesses of the senior Civil Service were
reflected in its tendency to frustrate and reject those within its ranks concerned with more
effective management.?

270. These failings in the senior ranks of the Service werc seen to be reinforced by its
approach to carcer management. Senior civil servants were portrayed as being largely immune
from the pressures for change which had affected other walks of life, being largely self-regulat-
ing, having sccurity of tenure and being “impervious to objective assessment of their perfor-
mance™.* Career management was seen as little more than “a facade” in a Service which “plays
at career development and succession planning™. Some staff were told little or nothing about
their career prospects while some staff rose with apparent ease up “the velvet drainpipe” lead-
ing to the top of the Service.* The failure to tackle the problem, acknowledged since the time of
the Fulton Report, of excessively frequent movement between posts was seen to be symp-
tomatic of this approach. The Fulton Committee noted in 1968 that “civil servants are moved
too frequently between unrelated jobs, often with scant regard to personal preference or apti-
tude™ Tt was argued then that the lack of continuity in administrative posts had scriously
adverse consequences.® In the mid-1970s the Expenditure Committee was told that the
Government viewed longer postings as “the ideal”, but that Committee noted that the
Government did not appear to have addressed how longer postings could be brought about in
practice.” In the carly 1980s our predecessors urged the Government to give fresh consideration
to this issuc.* In response, the Government argued that more effective carcer planning in
Departments should lead to administrative staff spending rather longer in each job.” Some evi-
dence suggested that little had changed in reality. Both Professor Eric Caines and Mr John
Garrett criticised the tendency to move administrative staff from post to post too frequently,
undermining “folk memory™ and contributing to “a musical chairs style of managing™.'" The
Efficiency Unit study noted the “turbulence™ in the highest levels of the Service and described
“a culture which has sometimes eonfused job rotation for carcer development™.'! The
Government has not kept figures ou how long staff remain in a particular job, although an
independent survey for the Government in 1992 took a snapshot of the length of time that
senior people had spent in their then posts at the time of the survey. It found that only 20 per
cent of respondents at Grades 1 to 3 and less than 30 per cent of respondents at Grades 4 to 7
had spent 4 years or more in their current posts. The majority of respondents had been in their
current posts for two years or less.!?
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(ii) The current management and selection of senior civil servants

(a) Career development, skills and composition

271. The accuracy and fairness of this depiction of the senior ranks of the Civil Service was
contested by many witnesses. Many of the criticisms were seen to arise from characteristics
intimately related to the nature of a career Civil Service organised broadly along traditional
lines and such a career Service was seen as possessing many advantages. First, the existence of
a relatively secure and cohesive carcer Service was believed to be closely connected to the
preservation of an objective and impartial Civil Service and the senior ranks were seen as hav-
ing a particularly important role in sustaining key Civil Service values and its “corporate wis-
dom™.! Sccond, it was contended that a cohesive Civil Service, particularly at the higher levels,
had an important role to play in fostering a sense of unity and shared purpose in serving the
collective interest of Government and responding effectively to changes in the machinery of
Government.? Third, a career Civil Service with promotion paths to the highest levels was

thou%ht to be the most effective and efficient way to attract, retain, motivate and develop
staff.:

272. Many of the characteristics of the senior Civil Service which were seen by its critics as
weaknesses were perceived by others as both necessary and advantageous. Although most civil
servants were not members of a “profession” in the narrow, technical sense of the word, the
requirement for “generalist” administrative skills professionally applied was felt to be greater
than some critics allowed.* The quality of administrative “‘know-how” in the British Civil
Service was said to be high and to be widely admired in other countries.® Administrative skills,
including the provision of policy advice and more general support for the political needs of
Ministers, were seen as vitally important to the effective functioning of Government.® These
skills were most likely to be acquired by those who had spent a considerable part of their
careers working in posts characterised by a particular demand for administrative skills so that
senior civil servants learnt, in Sir Peter Middleton's felicitous phrase, to be “professionally not
surprised by anything that Ministers do".” Sir Robin Butler stressed that these traditional skills
were not incompatible with a new emphasis on managerial skills. He was concerned about the
problem of perceptions about the blend of skills required for promotion at the highest levels,
but argued that the problem was principally onc of perception rather than reality and that
“modern (gualilics, the qualitics that are needed in this day and age, are used as the basis for
selection”,

273. The Government also presented evidence to suggest that the senior Civil Service was
not as socially or educationally elitist as some evidence had implied.” Detailed statistics, com-
piled at the request of the Sub-Committee, relating to staff in the Senior Open Structure (about
625 in number), indicated that 49 per cent went to Oxford or Cambridge Universities and only
35 per cent went to public, private or independent schools. For all staff at Grades | and 1A,
the equivalent figures were 60 per cent (Oxbridge) and 51 per cent (public, private or indepen-
dent schools). In the view of Sir Robin Butler, these figures comprehensively refuted the notion
that the senior ranks of the Service were more socially or educationally exclusive than in
1900.' Sir Robin Butler and Mr Waldegrave also rejected the proposition that promotion to
the highest levels in the Service in any way reflected, or took account of, social class.!" The

Government did not deny that there were too few women at the highest levels of the Service,
1 Top Johs in Whitehall: Appointments und Promotions in the Senior Civil Service (Royal Institute of Public Administration,
1987), para. 2.3; Cm. 2627, para. 4.13.

2 HC (1993-94) 27-11, p. 87 (Mr David Faulkner, Dr Cotin Crouch. Dr Mark Freedland, Dr Desmond King): Cm. 2627,
para. 4.16.

3 Top Jobs in Whiteiall, paras. 2.5-2.6: Cm. 2027, para. 4.13; HC (1993-94) 27-U1, p. 6 (Sir Brian Hayes).

4 HC (1993.94) 27-11, p. 117 (endnote 4) (Sir Kenneth Stowe); HC (1993.94) 27-11, p. 56 (M1 Clive Priestley).

S HC (1993-94) 27-1, p. 112 (Sir Kenneth Stowe); QQ833-834, 836 (Lord Jenkins).

6 HC (1993-94) 27-H1 pp. 10-11 (Sir Alan Bailey), 38-39 (Sir Peter Lazarus), 127 (Sir David Hancock); Q840 (Lord
Jenkins).

7 Top Johs in Whitchall, para. 3.4; HC (1993-94) 27-111, p. 38 (Sir Peter Lazarus); First Report from the Treasury and Civil
Service Committee, The Role of the Bunk of England, HC (1993-94) 98-11. Q476 (Sir Peter Middlcton).

8 QQ1399-1400,

9 Q1006 (Mr Richard Mottram). See also HC (1992-93) 390-11, pp. 298-299 (FDA).

10 HC (1993-94) 27-11, pp. 33, 48-50 (OPSS), QQI1371-1387 (Sir Robin Butler). The percentage of Permanent Secretaries
“heading Whitchall departments™ from public and private schools was 75 per cent for the period 1900-1919, 74 per cent for
1920 to 1944, 69 per cent for 1945-1964 and 70 per cent for 1965-1986. The percentage of Permanent Scecretaries attending
Oxford or Cambridge Universities was 63 per cent for the period 1900-1919, 69 per cent for 1920-1944, 67 per cent for 1945-
1964, 75 per cent for 1965-1986, K. Theakston and G.K. Fry, “Britain's Administrative Elite: Permanent Secretaries 1900-
1986", Public Administration (1989), pp. 130, 132.

11 QQ159. 163, 165 (Sir Robin Butler), 1014-1017 (Mr Waldegrave).
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but they argued that its record still compared well with that of the private sector, that it had
improved and that it was likely to improve further in years to come.! The Chairman of the
Board of Inland Revenue outlined some of the measures being taken by his Department to
improve its record in promoting women to senior positions.”

(b) The Senior Appointments Sclection Committee and “politicisation™

274. A pivotal role in the selection of senior civil servants and thus in the blend of skills rep-
resented at the highest levels is played by the Senior Appointments Selection Committee. The
Fulton Committee criticised the extent to which procedures then in place for appointments to
the most senior posts in the Service might be thought to depend upon the discretion of the
Head of the Home Civil Service. It recommended that he should be advised by a committee
drawn from a pancl of two or three Permanent Secretaries, an approximately equal number of
scientists or other specialists and not more than two eminent people from outside the Civil
Service.* In July 1968, with the then Prime Minister's approval, a committee consisting of a
number of senior officials, including senior professionals, was set up to assist the Head of the
Home Civil Service in making his recommendations to the Prime Minister for the filling of
acancies at Deputy Sccretary level and above* Written evidence submitted by the
Government in October 1993 gave further information about the operation of this Committee.
The Senior Appointments Selection Committee consisted of six or seven members, all depart-
mental Permanent Sccretaries; appointments to it were made by the Head of the Home Civil
Service and were personal rather than ex officio; other Permanent Secretaries and Heads of
Profession were invited to contribute to discussions as appropriate. It looked strategically at
the senior staffing position across the Service in the light of an annual programme of discus-
stons with Heads of Departments and Principal Establishment Officers. On the basis of succes-
sion planning material. annual appraisal reports, an analysis of the requirements of a particular
post and the experience of participants, it advised the Head of the Home Civil Service on the
candidates to be recommended for particular posts at Grade 2 and above. Sir Robin Butler did
not think “that the system has worked badly so far”.*

275. The role of the Senior Appointments Selection Commitiee has been the subject of criti-
cism. In 1987 a study by the Royal Institute of Public Administration considered that *“the pro-
cedures through which recommendations on appointments, promotions and postings are made
to the Prime Minister and Ministers need to be better defined, more open and subject to exter-
nal (non-political) scrutiny”. It was suggested that the Committee was “too much of an ‘inter-
nal® Civil Service device, reflecting and sustaining the ‘closed’ nature of the Whitehall culture”
and it was recommended that two people from outside the Civil Service should participate in
the deliberations of the Senior Appointments Selection Committee.® Dr William Plowden
restated these views in evidence, noting that “it is striking how much more external quality
control is built into the initial selection of young mandarins-to-be than at the far more impor-
tant later stage of promoting them into top jobs™.” Professor Sue Richards thought that “the
power of patronage™ which the system placed in the hands of Permanent Secretaries was
*likely to produce compliant behaviour in the next generation which militates against innova-
tion and new thinking”. This critique was cchoed by a respondent to the independent survey of
senior civil servants who observed “it remains a patronage system at present---open competi-
tion to getin, but patronage once in™.* The Efficiency Unit study reported a feeling that “there
is a danger that the conclusions of closed processes ... might perpetuate a Senior Open
Structure where current senior staff might primarily select successors in their own image with-
out taking account of changing needs™ It argued that the membership of the Senior
Appointments Selection Committee needed to be broadened to include “an authoritative
external member™ and “at least one woman™” In November 1993 Sir Robin Butler said
that he was “very happy to consider those suggestions™ and in April 1994 it was announced
that Sir Michael Angus, who had extensive private sector experience. principally with Unilever,
1 QQI0E, 1006 (Mr Richard Mottram), 1373, 1385 (Sir Robin Butler). See also Q1689 (Sir Kenneth Stowe).
2QQ2287-2290 (Sir Anthony Battishilhy; HC (1993.94) 27-11, pp. 249, 257-258 (Inland Revenue).

ICmnd. 303K, para 264

4 HC (1976-77) S3S-IL, p. 2 (Cwal Service Department).

SHC (199394 2711, pp. 11-12, 68-69 (OPSSY, Q1342 (Sir Robin Butler).
6 Top Jobs i Whitchall, paras. 5.1-5 10,

7.QQN7. $14: HO (1992:93) W0-11. p. 121,

8 HC (199293 396-. p. 278: Survev on Career Management and Succession Planning in the Civil Service, Vol. 1, Appendix
Lp S

9 Carcer Mancgement and Succession Planning Studvy, paras. 6.29, 6.43-6.45.
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was 1o be appointed as the first external member of the Senior Appointments Selection
Committee.!

276. The rolc of the Senior Appointments Selection Committee is advisory. In the light of its
deliberations, the Head of the Home Civil Service submits a personal Minute to the Prime
Minister in respect of appointments at Grade 2 and above. This gives information on the post
to be filled, the views of the relevant Minister, and the strengths of particular candidates, usu-
ally with a recommendation. The Prime Minister usually approves the recommendation of the
Head of the Home Civil Service, particularly when it is supported by the views of the depart-
mental Minister.? Sir Robin Butler believed that these procedures enshrined an appropriate
balance of powers between a neutral selection process and Ministerial discretion.’ Both our
predecessors in 1986 and the study carried out under the auspices of the Royal Institute of
Public Administration shortly thercafter came to the conclusion that there had been an increase
in Ministerial and Prime Ministerial interest in senior appointments and in the qualities of par-
ticular candidates, but that this did not include Ministerial concern with the political views or
commitment of particular civil servants and that there had not been any overt or systematic
“politicisation” of the top ranks of the Civil Service.* The Government's belief that this verdict
remained valid and that the system *has worked well in avoiding politicisation” was supported
by others. Lord Callaghan said that **I do not believe for one moment that senior officials were
appointed for their political views ... I do not think there is any attempt to po'iticise the Civil
Service™.3 Th(c FDA, as well as a number of outside observers and former civil servants, took a
similar view.

(¢) Open competition and the Civil Service Commissioners

277. In recent years an increasing number of posts in the senior Civil Service have been the
subject of open advertisement and competition. Over the years 1990 to 1992 about 14 per cent
of the vacancies in the Senior Open Structure were filled through open competition and the
number of such posts subject to open competitions has increased steadily in recent years. The
largest single component of these posts subject to open competition are those of Agency Chief
Executives, although they do not constitute a majority.” Our predecessors considered that
“open competitions should be held for the appointment of all Agency Chief Executives” and
recommended that Minsters “should give an explanation of every case in which it is decided
not to hold an open competition for the appointment of a Chief Executive™* In reply, the
Government stated that “it would be unnecessarily inflexible to make open competition
mandatory for Agency Chief Exccutive appointments, but it accepts that this should increas-
ingly become the conventional route to these posts™.” Sir Robin Butler referred to “a very
strong presumption” in favour of open competitions for such posts.!” Of the 94 Chief
Exccutive and Chief Exccutive designate appointments made by June 1993, 63 had been
recruited via open competition. Many decisions to appoint internal candidates without open
competition were arcounted for by a view in Government that an internal candidate was “ide-
ally qualified for the post of Chief Exccutive™.!" Mr Waldegrave regarded his Department as
“the guardian of the doctrine that there should be open competition™ for such posts and admit-
ted to engaging in arguments with other Departments about whether open competitions should
take place. He said of the other Departments that “sometimes they win the argument and
sometimes they do not”.}?

278. Appointments to all senior posts which are openly advertised, including those of
Agency Chief Executives, are made following procedures laid down in the Civil Service Order
in Council 1991 in which the Civil Service Commissioners play a leading role. Following the
preparation of a job description and open advertisement, a selection board is held, usually

1 Q1342 OPSS News Release 7194, 21 April 1994,

2 HC (1993-94) 27-11, pp. 12, 63-69 (OPSS),

3 QQI1348-1349.

4 HC (1985-86) 92-1, paras. $.7-5.10; Top Jobs in Whitchall, paras. 4.11, 4.17-4.19.

5QQ1342, 1348 (Sir Robin Butler), 586 (Lord Callughan).

6 Q23 (Ms Elizabeth Symons), 305 (Professor Peter Hennessy); HC (1992:93) 390-1. p. 71 (Mr Graham Mather);
HC (1993-94) 27-111, pp. & (Sir Brian Hayes), 15 (Dr Peter Barberis), 29 (Dr Geofirey K Fry), 92 (Mr Timothy Hornsby).
7 HC (1992-93) 390-11, p. 170 (OPSS); QQI89 (Mr Waldegrave), 1341 (Sir Robin Butler); HC (1993-94) 27-11. p. 11 (OPSS);
Career Muanagement and Succession Planning Study, p. 95, Cm. 2494, para. 24.

8 HC (1989-90) 481, para. 28.

9 Cm. 1263, pp. 7. 9.

10 Q1141.

TEHC (1992-93) 390-11, pp. 207, 211-217, HC (1993.94) 27-H, pp, 157-158 (OPSS).

12 Q2489
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chaired by the First Civil Service Commissioner, with the objective of identifying which of the
candidates is, on merit, the most suitable for appointment. While the relevant Minster may
decide not to make an appointment at all, he is generally required to accept the person viewed
by the sclection board as the best candidate. An exceptional procedure exists whereby :
Minister can seck to appoint a person who has been assessed in open competition as suitable,
but not as the best candidate. If the Minister can convince the Commissioners’ that this is legit-
imate, he can make such an appointment. Such instances would be reported by the
Commissioners in their annual report. This procedure has not been employed in recent years.!
The Government attached very great importance to the role of the Civil Service Commissioners
in ensuring that merit remained the sole consideration in senior appointments at a time when
open competition was becoming more common.? The Government believed that the involve-
ment of the Commission helped to ensure that “open competition for senior posts has not ...

compromised ... the maintenance of a non-political Civil Service™.?

279. Civil Service unions were critical of the operation of these procedures in the case of
some Agency Chiel Executive posts where they believed that inappropriate Ministerial involve-
ment in the appointments process had led to unfair bias against internal candidates. Particular
concern was expressed by the FDA about the appointment of the Chief Executive of the HM
Prison Service Agency. A letter from that union to the then Home Secretary enquiring about
the circumstances of that appointment was met with the reply that “in accordance with the
normal practice, the recommendations of the selection panel are confidential”™.* The First Civil
Service Commissioner was somewhat more forthcoming about this case in evidence in June
1993. She explained that a board had met and had seen five candidates, three of whom were
considered suitable. The board had then adjourned and the then Home Secretary had inter-
viewed the three candidates and had expressed a view to the board. Thereafter, a single candi-
date was recommended by the board and accepted by the then Home Secretary.® In June 1994
the Commissioners published guidance on the procedures required to secure Commissioners’
approval for recruitment from outside the Civil Service to senior posts. This guidance described
in detail the areas in which Ministerial involvement in such appointments was considered legit-
imate, including the job and person specification, the criteria for selection and the composition
of the selection board. It made no mention of the procedure tollowed in the case of the Chief
Exccutive of the HM Prison Service Agency because “the Commissioners® view is that this pro-
cedure has not commanded confidence and they have therefore decided to revert to a position
where Ministers do not interview candidates before the selection board has decided on the
order of merit”™. Mr Waldegrave viewed this development as indicative of the determination to
ensure that the procedures remained above suspicion.® The Civil Service White Paper also
states that “when open competition is used, candidates from within the Civil Service will be
considered in the same way as others™.’

(d) Secondments and interchange

280. The Government also argued that the development of secondments in the Civil Service
and of interchange between Departments and between Departments and Agencies called into
question the image of the senior Civil Service as cloistered and insular. An expansion of cross-
fertilisation between the Civil Service and both the private sector and the wider public sector
has long been sought. The Fulton Report called for interchange with private industry and com-
merce. nationalised industry and local government “on a much larger scale than hitherto™.® In
1986 our predecessors argued that there should be a more structured and flexible approach to
movements into and out of the public service.” In reply, the Government emphasised its aim of
expanding its programme of sccondments in both directions between the Civil Service and
industry, commerce and other outside bodies, an aim it restated in 1988.1 There has been a

P HC (1989:90) 481 po 105 (First Cnil Serviee: Commisstoner); Q78S (Mrs Ann Bowtell), Guidance on Civil Serviee
Commissianers” Recrunment (Office of the Civil Service Comnussioners, June 1994), para. 80; Civil Service Commissioners’
Report 1992-93 (May 1993), p. 6. Civil Service Commussioners” Report 1993-94 (June 1994), p. 10.

2QQ1364 (St Robin Butlery, 1860, 2611-2613 (Mr Waldegrave).

YCm 2627, para. 4.30.

4 HC (1992-93) 3011, p. 42 (FDAY QQ237, 17941795 (Ms Elizabeth Symons). 1791 (Ms Elizabeth Symons and Mr Bill
Breuy, detter from Mr Kenneth Clarke to Ms Elizabeth Symons, 19 January 1993,

5 Q784 (Mry Ann Bowtell)

6 HC (1993-94) 27-HE p. 145 (Finst Coal Serviee Commissioner). Guidanee on Civil Service Commissioners’ Recruitment,
paras. 16-18. QQ2614-2616 (Mr Waldegriane).

7Cm. 2627, para. 4.30

X Cmnd. 3638, para. 12K,

9 HC (1985-86) 92-1, paras. S17-51%.

10 Crnd. 9841, para 28, Cm. S24, p. S
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wide measure of agreement about the value of secondments, both in broadening the knowledge
and skills of civil servants gaining experience in other organisations and in exposing the Civil
Service more generally to other approaches through inward secondments of personnel from the
private sector and other parts of the public sector,! although some witnesses evinced a certain
scepticism about the benefits of secondments to the City.” The number of outward second-
ments from the Civil Service has increased in recent years. By 1992, about 20 per cent of staff
in the Senior Open Structure had undertaken secondments outside the British Civil Service,
most commonly in industry and commerce.’ However, the FDA and the Efficiency Unit study
of the senior Civil Service both considered that there was scope for encouraging improvements
in both the quantity and quality of sccondments.*

281. In recommending more structured and flexible arrangements for movement into and
out of the Civil Service in 1986, our predecessors referred to the French system.® In France
there has long been a tradition of senior civil servants moving to take up posts in the public or
private industrial sectors, as well as political positicns, through a process known as pantou-
Mlage. The strength of this tradition depends upon several factors, including the training and
skills of senior civil servants in France and the size of the State-owned or State-directed indus-
trial and commercial scctor there. Above all, the system depends upon the right of members of
the grand corps who have left to work elsewhere to return to a career in the Civil Service. The
movement to private or public industry can thus be more open-ended and flexible than a sys-
tem of secondment. Consideration is being given in France to further lzgislation to strengthen
regulation of movement from the Civil Service 1o the private sector.% For some time the British
Government has doubted the extent to which the benefits of the French system could be
achieved in a British context and Mr Waldegrave noted that the extension of privatisation in
France might affect the functioning of a system which had hitherto depended upon “a very
corporatist State with nationalised industrics”.’

282. Since the inception of the Next Steps programme the Government has recognised the
benefits of regular interchanges of staff at all levels between core Departments and Agencies, as
well as the need to tap fully the reserves of management ability that already exist in the Civil
Service and the desirability of ensuring that key staff can gain experience of both management
and policy work.® These needs are already reflected to some extent in Departmental personnel
policies and in the six month period ending September 1993 just under 2,000 staff of the
Benefits Agency moved to another Agency within the Department of Social Sceurity or to
Department of Social Security headquarters.” Mr Waldegrave emphasised the importance he
attached to these issues, and particularly to ensuring that the full range of abilitics within the
Service were tapped and that Agencies did not hide their best staff from the centre. He never-
theless acknowledged that there remained room for improvement in this area.!”

(¢) Conditions of employment and carly departure

283. The Government also sought to dispel some notions about the terms and conditions of
employment of senior civil servants which it considered misleading. First, as our predecessors
noted, the Next Steps programme has led to a number of senior civil servants, namely those
appointed as Agency Chiel Executives, being placed on fixed-term <ontracts, usually for five-
years, with continuance in post thereafter being clearly linked to performance.!" Second, evi-
dence gathered by the Efficiency Unit study was seen by the Government as demonstrating that
the notions that most senior civil servants invariably had a “job for life” and that they had no
specific terms and conditions of employment forming an employment contract were mistaken.'?

I Cmnd. 3638, Appendix G; HC (1986-87) 35&-i, p. 10 (Council of Civil Service Unionsy, HC (1987-88) 4941, para. 23,
QQS43 (Lord Howe). 989, 991 (Mr Waldegrave), HC (1993.94) 27-11L, p. 9 (Sir Brian Hayes).

2 QQI3S (Professor Peter Hennessy), SO0 (Dr William Plowden).

3 HC (1987-88) 494-11, pp. 126-13) (Office of the Minister for the Civil Service): HC (1993-94) 27-11, pp. 27-28 (OPSS);
Carcer Management and Succession Planning Studv, pp. 46 (Table 2), 107: Survev on Carcer Management and Succession
Plaming in the Civil Service, Vol I, p. 37

4 HC (1992-93) 390-11, pp. S1-52(FDA). Q240 (Ms Elizabeth Symonsy; Carcer Management and Succession Planning Study,
paras. 6.12-6.14,

S HC (1985-86) 92-1, para. 5.17.

6 This passage is based largely on the observations of the Sub-Committee during its visit to Paris, but see Career
Management and Succession Planning Stwdy, p. 121,

7 Cmnd. 9841, para. 27: Q2649.

8 Cm. 524, p. 50 Cm. 841, p. 7. See also HC (1993-94) 27-11, p. 57 (Mr Clive Priestley).

9 Career Management and Succession Planning Study, para. 4.5; Q2220 (footnote) (Mr Michael Bichard).

10 QQI1098. 2501.

L HC (1988-89) 348, paras. 31-32; HC (1989-90) 481, para. 26.

12 Career Management and Succession Planning Study, para. 7.3, Q1397 (Sir Robin Butler); Cm. 2627, para. 4.31.
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Rather, the Government suggested, the terms and conditions of employment for all civil ser-
vants were set out in The Civil Service Management Code which amounted to “an implied con-
tract™.! This Code set out a number of schemes under which staff might be invited to retire or
be retired carly, including on grounds of the structural needs of a Department,
limited efficiency or limited postability. These schemes were accompanied by a system of
annual performance assessment and review.” Partly in consequence of these schemes, only
about half of those who left the Senior Open Structure over the period 1987-88 to 1992-93
did so due to reaching the normal age of retirement. Of the remainder. 17 left at the end of a
period contract, 65 resigned, 6 died and 129 retired early due to compulsory, voluntary or
medical carly retirement.’ Sir Robin Butler characterised these statistics as startling and
Mr Waldegrave said that it was “to the credit of the increasingly good management of the
Civil Sfrvicc“ that departures from the higher levels of the Service were managed to such an
extent.

284. The majority of such departures follow decisions by departmental management at offi-
cial level, but it is possible for departures from the Service to be the consequence of Ministerial
wishes. For many years it was recognised that, “in very rare cases”, a Minister was entitled to
ask for a change in the senior personnel in his Department.’ The Fulton Committee considered
that it would be “exceptional™ for a Minister to wish to change his Permanent Secretary, but
that they should not be “stuck with Permanent Sccretaries who are too rigid or tired”.o In 1977
the then Cabinet Secretary asserted that the career system did not mean “that a Minister has
got to work with a Permanent Secretary whom he disagrees with, or cannot stand the sight
of .7 The Expenditure Committee argued that there should be a recognised procedure for
Ministers to have civil servants removed “which carries no stigma or criticism for the civil ser-
vant concerned™® In 1982 the then Treasury and Civil Service Committee stated that “a
Minister newly appointed as head of a Department should have an opportunity to change the
Permanent Secretary if he finds that he cannot work satisfactorily with him”. In 1986 their suc-
cessors restated the case for more formal arrangements for Ministers to recommend the
removal of senior civil servants in their Departments.” On cach occasion the Government
rejected the case for instituting formal arrangements to provide for such circumstances, perhaps
reflecting the view of the then Cabinet Secretary that “those occasions would arise extremely
seldom and that a Permanent Secretary who was worthy of his salt and, if I may say so, a
Minister who was worthy of his salt, would find that they could work together™.'” In evidence
to the then Treasury and Civil Service Sub-Committee in 1987 Dr Peter Barberis argued that
more formal arrangements should be made for carly departure, for reasons determined by
Ministers as well as by officials, and went on to state that if existing powers of removal were
“used only in the most desperate and dramatic circumstances, they become unreal for the most
part, yet accompanied by a sometimes misplaced taint of failure or martyrdom when they are
activated; or are associated with a vindictiveness that is unbecoming of any responsible
Government ™. !!

285. In July 1993 Sir Peter Kemp was required to leave his post as Second Permanent
Secretary at the Office of Public Service and Science following & request by Mr Waldegrave for
a Permanent Sccretary with different skills. Sir Robin Butler was unable to find an alternative
post for Sir Peter Kemp within the Civil Service, and Sir Peter was therefore required to take
carly retirement.'? Mr Waldegrave explained that he came to the conclusion that the establish-
ment of the Office of Public Service and Science required a Permanent Secretary with different
skills from Sir Peter Kemp, with a greater emphasis on the traditional administrative skills of a
departmental Permanent Sccretary as opposed to the project management skills which had

1 HC (1986-87) 358-i, p. 41 (Cabinct Office and HM Treasury); Career Management and Succession Planning Study, paras.
7.3-7.4; Q1402 (Sir Robin Butler).

2 HC (1993-94) 27-11. pp. 15-16 (OPSS):; Carcer Management and Succession Planning Study, paras. 7.5.7.6; QQ1395-1398
(Sir Robin Butler).

A Career Management and Succession Planning Study. para. 7.8.

4 QQ1397 (Sir Robin Butler), 2629 (Mr Waldegrave).

3 Top Jobs in Whitehall, para. 1.15 (quoting Herbert Morrison). See also Q630 (Lord Callaghan), 850 (1 ord Jenkins).

6 Cmnd. 3638, para. 286.

7 HC (1976-77) $35-11, Q1836 (Sir John Hunt).

8 HC (1976-77) 535-1, para. 145.

9 HC (1981-82) 236-1, para. 93; HC (1985-86) 92-1, paras. 5.13-5.14.
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been Sir Peter Kemp’s great strength. Mr Waldegrave took the view that this was his “right as
4 Departmental Minister”™.! Sir Robin Butler said that he “would very much have liked to have
found another post for Sir Peter at Permanent Secretary level elsewhere in the Civil Service”
and that he “sincerely tried”, but that he was unable to find a post which matched Sir Peter
Kemp's blend of skills. He therefore found it necessary to ask Sir Peter Kemp to retire carly on
“the terms that go with early retirement”. Sir Robin Butler thought that “the terms were fair
and in my heart and conscience 1 did not feel I was doing him an injury”. Sir Robin Butler
admitted to concern that an impression might have been given that Sir Peter Kemp’s departure
from the Service might undermine the independence and impartiality of the senior Civil
Service, but was confident that such concerns were misplaced. The departure resulted from the
job having changed, not from the advice which Sir Peter Kemp had given: “if he had given
even the most craven advice, it would have made no difference to the situation™.2 Sir Peter
Kemp indicated that he had sought to persuade Mr Waldegrave to continue with their working
relationship on the basis that “we should both try again”. He was concerned that the different
skills which the Minister had sought had not been indicated clearly to him. Following Mr
Waldegrave's final decision, he was left with the impression that those concerned did not fall
over backwards to find him another post. He disagreed with Sir Robin Butler's contention that
the terms of his departure were fair and criticised aspects of the handling of his departure
which he felt had been inadequate or insensitive.?

(f) Pay for senior civil servants

286. It has long been accepted that there should not be a parity of pay between senior civil
servants and those performing apparently analogous jobs in the private scctor, not least
because work in the senior Civil Service offers attractions to some, including the notion of pub-
lic service, which are not available in the private sector.* Recent research has also suggested
that senior civil servants in this country are reasonably well-paid by comparison with senior
public servants in some other countrics.> Nevertheless, in the past the size of the gap between
Civil Service pay and private scctor pay has been justified in part by reference to the level of
job security accorded to senior civil servants, and job security in the Civil Service is perceived
by some as both less complete than is usually believed and markedly diminishing.® In 1991 the
Top Salaries Review Body found that the pay discount at senior levels in the Civil Service had
become “excessive” and, the following year, it recommended salary increases for its remit
group ranging from 17 to 24 per cent. The general increases recommended then were reduced
by around half by the Government and were staged over three years.” The Senior Salaries
Review Body more recently noted “a widespread perception amongst senior civil servants that
they are underpaid, not only in relation to the private sector, but also to other areas of the
public sector’* In May 1994 Mr Waldegrave acknowledged that “senior civil servants are not
overpaid”.?

287. Not all senior civil servants are paid within the normal ranges for the top three Grades.
In the case of posts which are externally advertised, including those of Agency Chief
Exccutives, the Government has been prepared to offer salaries higher than those available
under normal Civil Service pay arrangements “if this is necessary to secure the right person™. !0
Of the twenty-nine Agency Chief Executives appointed following open competition up to
January 1994, the pay of only five was determined in advance. In all other cases the level of
pay was subject to negotiation.!" The salaries (excluding performance bonuses) for all the
Grade 1 and 2 posts and most Grade 3 posts filled by external candidates were about 10 10 18
per cent above the top of the equivalent Civil Service range, although many of these were
highly specialised posts.'> Among Agency Chief Executives, in March 1994, at least four were
paid more than the scale maximum for Grade 2, excluding performance-related bonuses; all of

1 QQ6l, 1027, 1031-1034.

2 QQ137-143, 154, 1369-1370.

3 QQ381-402; HC (1992-93) 390-11. pp. 290-292.

4 HC (1993-94) 27-111, pp. 2 (Senior Salaries Review), 6 (Sir Brian Hayes). 43 (Sir Kenneth Couzens); Cm. 2464, para. 29.
5 Dr William Plowden, Ministers and Mandarins, p. 84 (quoting research by Professor C Hood and § Lambert),
6 HC (1986-87) 358-i. p. 84 (Professor Fred Ridley); Cm. 2464, paras. 30-32, 35,

7T HC (1993-94) 27-111, pp. 2-3 (Senior Salaries Review Body).

8 Cm. 2464, para. 29,

9 Q2492,

10 Cm. 1263, p. 7.

11 HC (1993-94) 27-111, p. 154 (OPSS).

12 Cm. 2464, para. 25.
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these were recruited from outside the Civil Service.! The approach whereby an external candi-
date for a Civil Service post can be paid in excess of usual pay scales whereas the salary of a
serving civil servant successful in an open competition remains within traditional pay parame-
ters has often been criticised.? The FDA claimed that this process had “a crushingly deleterious
effect on morale™. Dr William Plowden considered the pay disparities between Agency Chief
Executives recruited from outside and those who were career civil servants to be “absurd” and
Mr Vernon Bogdanor pointed out that discrepancies between pay to Agency managers and to
civil servants in Whitehall would prevent the desired movement from Agencies to senior policy
posts. A recent independent study of pay for senior civil servants found a “limited, but grow-
ing. irritation” over the differences in treatment between internal and external appointees (o
Next Steps Agencies.! Mr Waldegrave considered that, in the long term, this was “a real

o {
1S5U¢ .-

288. Pay for all senior civil servants includes a performance-related element. All pay
increases within Grades are now performance-related; each Grade in the Senior Open Structure
has a pay range; all movement up the range now depends on performance and is linked with
the appraisal system. In addition, there is a performance pay budget—2 per cent of the overall
pay bill for staff affected- -which is distributed to staff at Grades 2 and 3 at Departmental
level. Grade 2 awards must be approved by the Head of the Home Civil Service. Grade 3
awards arc monitored centrally but decided by individual Departments. Ministers are not
involved in the assessment of staff for these purposes.® Somewhat different arrangements oper-
ate for those few senior stafl, including Agency Chicef Executives, on performance contracts: a
significant proportion of their pay can be linked to their performance, or, in the case of an
Ageny Chicel” Executive, to an Agency’s success in achieving its key targets.” This approach has
been criticised, both for an excessive orientation towards efficiency measures conceived in
terms of “cost cutting” and for the fact that the payment of bonuses can depend upon success
in mecting targets when that success may depend upon reasons beyond an Agency's control.®
The performance-related pay scheme which applies to other senior civil servants has also been
the subject of criticism. Sir Brian Hayes considered the scheme to be “divisive, demotivating
and demeaning” and Mr John Garrett expressed incomprehension about how the “paltry”
sums involved could be expected “to produce extra effort by top managers”.? A recent inde-
pendent study for the Senior Salaries Review Body confirmed that the scheme was not seen by
civil servants as having a motivational effect, but found widespread support for the scheme.
This appeared to be based on the majority view that high performing civil servants should
reccive higher rewards than average performers. Nevertheless, many civil servants felt that the
awards currently offered by the scheme were too small.'? In its 1994 Report the Senior Salaries
Review Body recommended that all future pay increases for Grades 2 and 3 should be deter-
mined by performance, that the range maxima for Grades 2 and 3 should be increased signifi-
cantly zmd“lhat steps should be taken to link salaries within these ranges to individual job
evaluation.

(iii) Proposals for change
. 0

(a) Extending open competition

289. A number of proposals were advanced to remedy the perceived defects in the current
management of the senior Civil Service. Some witnesses argued for a dramatic extension of
open competition for senior posts with external candidates being able 1o apply. Some argued
that all posts in the Senior Open Structure should be openly advertised. Its proponents saw this
development us offering the most effective means of bringing a much needed injection of new
blood into the Civil Service, from business, academic life, the professions and local govern-
ment. At the same time, it would bring practice for civil servants in Whitehall into line with

1 HC Deb., 14 March 1994, cols. 455, 508-509w; HC Deb., 16 March 1994, cols. 671, 749w.

2 HC (1986-87) 358-1, pp. 66 (Dr Peter Barberis), 92-93 (Mr Nevil Johnson): Top Jobs in Whitehall, paras. 4.23, 5.26; HC
(1988-89) MK, para. 29; Making the Most of Next Steps, para. 2.8.

3 HC (1992-93) 390-11, pp. 51 (FDA). 122 (Dr William Plowden), 297 (Mr Vernon Bogdanor). See also HC (1993-94) 27-111.
p. 18 (Dr Peter Barberis).

4 Cm. 2464, para. 28.

$ Q2492.

6 HC (1993.94) 27-11. pp. 3-4 (Senior Salarics Review Body); Cm 2464, paras. 40-41; Cm. 2627, para. 4.28.

7 Cm. 2465, p. 49; HC (1992-93) 390-11, p. 207 (OPSS).

8 HC (1993-94) 2711, p. 101 (Mr John Garrett); Next Steps: Moving On, paras. 2.21. 5.3.16 (footnote).

9 HC (1993-94) 22-11L p. 9 (Sir Brian Hayes); HC (1993-94) 27-H. p. 102 (Mr John Garrett).

10 Cm. 2464, paras. 51-54. See also HC (1993-94) 87, Q123 (Mr € W Kelly).

11 Cm. 2464, paras. 84-106.
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that for Agency Chief Executives.! Open competition was seen as the best way to determine the
most suitable and meritorious candidate for 2 post.> Open advertisement was thought likely to
attract a wider range of candidates not only from outside the Civil Service but also from within
the Civil Service. It was seen as the most effective device both for enabling Agency Chief
Executives to move to policy posts and for attracting back former civil servants.’ While it was
recognised that this practice was not followed in the private scctor, it was felt that openly
advertising all senior posts would reflect the particular characteristics of Government and the
reguirement for those working in it to have the broadest possible knowledge and understanding
of all aspects of national life.? Proponents of such a measure did not envisage it leading to the
end of a carcer Civil Service; most posts would go to career civil servants, “strengthened in
confidence and in public esteem by fact of having had their suitability for a particular post
tested in an ‘open ficld™.% These last observations were partly borne out by descriptions of
New Zzaland experience. According 1o Dr Scott, open advertisement of all senioi posts there
had not led to dramatic changes in personnel and did not negate effective succession planning
within an organisation.®

290. Many arguments were advanced against the proposal to extend open competition 1o all
senior posts. It was observed that widespread open competition for senior posts was not a com-
mon practice in private business. Sir Brian Hayes especially commended the approach of
Unilever, all of whose Executive Directors were Unilever carcer managers. Sir David Hancock
also drew attention to the caution about bringing in outsiders into ICI expressed by Sir John
Harvey-Jones.” Mr Waldegrave cited 2Privutc scctor practice as one reason for scepticism about
open competition for all senior posts.* Mr Waldegrave also referred to the likely adverse effects
on Civil Service morale of such a development, a concern shared by the FDA. It was con-
tended that open competition for all senior posts would profoundly affect career management
in the Service, with knock-on effects on the quality of recruits to the Service and the ideal of a
carcer service.!” It was suggested that wider use of open competition brought with it dangers of
politicisation, because those attracted to senior policy posts from outside the Service might
have a proven track record in a policy area linked to a political affiliation." Sir Brian Hayes
questioned whether open competition was in fact the best way to select the most meritorious
candidate because the qualities of external candidates in a Civil Service context were largely
unknown.!? Finally, Sir Robin Butler pointed to the delay and expense resultant upon openly
advertising all senior posts.!?

(b) Revised selection procedures

291. Proposals were also made for revising the procedures by which senior civil servants are
selected. If all posts were not to be openly advertised, Dr William Plowden proposed that the
First Civil Service Commissioner should be a member of the Senior Appointments Selection
Committee and that the case for not openly advertising particular posts should be made to the
Civil Service Commission, who would be free to refuse permission to proceed to an internal
appointment without open advertisement.™ In cases which were the subject of competition
overseen by the Civil Service Commissioners, the FDA proposed that there should be greater
openness about the extent of Ministerial involvement in the decision-making process.!> Some
witnesses advocated a more formal or systematic role for Select Committees of the House of
Commons in scrutinising senior appointments and dismissals, focusing particularly on
Ministerial involvement, although this would not amount to a requirement for formal
Parliamentary approval of senior appointments.!® Finally, Mr Charles Clarke proposed that

I HC (1992-93) 390-11. pp. 72, 73 (Mr Graham Mather), 121 (Dr William Plowden).

2 HC (1986-87) 358-i, p. 67 (Dr Peter Barberis); HC (1992-93) 390-11, p. 121 (Dr William Plowden).

3 QQ281 {Mr Graham Mather), 416 (Sir Peter Kemp), 501, 506 (Dr William Plowden).

4 HC (1992-93) 390-11, p. 121; Q500 (Dr William Plowden).

5 Q503 (Dr William Plowden); HC (1993-94) 27-111, p. 18 (Dr Peter Barberis).

6 Q2340,

7 Career Management and Succession Planning Study, paras. 5.14-5.15; HC (1993.94) 27-111. pp. 6 (Sir Brian Hayes), 127,
128 (Sir David Hancock).

8 QQI021, 2636. See also Q1288 (Sir Peter Levene).

9 Q1021 (Mr Waldegrave), HC (1992:93) 390-11. p. 51 (FDA).

10 Q239 (Ms Elizabeth Symons); Career Management and Succession Planning Study, para. 6.34; HC (1993-94) 27-111, pp. 7,
8 (Sir Brian Hayes), 125 (Mr Barry O'Toole).

H Carcer Management and Succession Planning Study, para. 6.39; Q1024 (Mr Richard Mottram).

12 HC (1993-94) 27-111, p. 6.

13 QQI345-1346. Sce also Carcer Management and Succession Planning Study, para. 6.34.

14 Ministers and Mandarins, pp. 76, 147.

15 HC (1992-93) 390-11, p. 42 (FDA); Q1791 (Ms Elizabeth Symons).

16 HC (1992-93) 390-11, p. 123; QQ538-542 (Dr William Plowden); idem., Ministers and Mandarins, pp. 98-99; Sir Peter
Kemp, Beyond Next Steps, pp. 10, 11, 28-29, 36: HC (1993.94) 27-111, p. 101 (Professor Gavin Drewry and Dr Philip
Giddings).
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there should be more regular, systematic and meaningful involvement of the Official
Opposition in specified senior appointments, building on the consultation which already took
place in some instances.!

292. The Government has argued that it would be inappropriate for Select Committees to
have a formal role in public appointments such as those of Agency Chief Executives. First, it
might lead to a politicisation of the appointments procedure. Second, the prospect of
Parliamentary scrutiny might deter potential candidates from putting their names forward.
Finally, the proposal was secn by the Government as cutting across Ministerial accountability
to Parliament.” 1t has also observed in the past that such procedures might “invite strict party
discipline™ within Select Committees and “tend to undermine [their] investigative function”.?
With regard to the proposal for more systematic involvement of the Official Oppasition in
some Civil Service appointments, Mr Waldegrave said that there were no set criteria at present,
although it was open to the Prime Minister to seek the views of the Leader of the Opposition if
he considered that the circumstances warranted it and this had on occasion been done, particu-
larly when a General Election was imminent. Mr Waldegrave agreed that there might be a case
for set cr4itcria. but also considered it an area in which “you can trust people to behave
sensibly™.

(¢c) Contracts, performance assessment and the management of departures

293. 1t was also proposed that senior civil servants in policy posts should be placed on fixed-
term contracts, a proposal which was seen as logically connected to the extension of open
advertisement to all senior posts.® It was argued that such a development would bring
Whitehall into line with the practice for Agency Chief Executives and for other parts of the
public sector. including senior officers in local government and the police.5 As in other spheres,
the essential advantage of contracts of this kind was felt to be the focus on the job to be done
and on the responsibilities of a particular post which it would bring about.” Once appointed on
a fixed-term contract, civil servants could develop a clearer approach to their Job with a sense
of real protection.® Sir Peter Kemp felt that a senior civil servant would be perfectly capable of
giving frank and fearless advice: “He might actually be franker, because if you have a contract
you have come in and been selected for the job whereas Permanent Secretaries are not selected
for the job at all, they are selected as part of the succession™.? Drawing on practice in local
government, Mr Graham Mather questioned whether fixed-term contracts would create
difficulties over politicisation.'® The case for fixed-term contracts was reinforced by
Dr Graham Scott’s account of their impact in New Zealand. The contracts themselves and a
letter from the then Prime Minister at the time the system was introduced reminded civil ser-
vants of their continuing obligation to give frec and frank advice to Ministers. Such contracts
were not an impediment to the tendering of such advice. Rather, they encouraged it, since
frank and eflective advice was an essential ingredient in the good performance required for
contract renewal.!!

294. Drawing on the experience of New Zealand, some witnesses also suggested that the
introduction of fixed-term contracts should be accompanied by the establishment of new forms
of performance assessment for senior civil servants linked to prior agreements with Ministers.
Mr Graham Mather argued that, where senior civil servants on contract had specific policy
responsibilities, the success of their endeavours measured in relation to prior agreements with
Ministers “would be one factor to be taken into account in performance review and reappoint-
ment decisions”.!2 Others supported the idea of performance-related agreements with Ministers
for senior civil servants.!> Advocates of such a system envisaged an independent element in the

1 HC (1992-93) 39011, p. 302; HC (1993-94) 27-111, p. 102

2 HC Deb., 31 March 1994, cols. 1129-1130.

3 Top Jobs in Whitchall, para. S.11.

4 HC (1993-94) 27-1, p. 186; QQ1873-1875.

5 HC (1992:93) 390-11. pp. 72 (Mr Graham Mather). 122; Q513 (Dr William Plowden).

6 HC (1992-93) 390-11, p. 73 (Mr Graham Mather); HC (1993-94) 27-11, pp. 59 (Mr Clive Priestley), 93 (Mr Timothy
Hornsby).

7 .QQ272-273 (Mr Graham Mather), $13 (Dr Witliam Plowden). 803 (Professor Fric Caines); HC' (1992-93) 390-11, p. 285
(Professor Norman Lewis); HC (1993-94) 27111, p. 59 (Mr Clive Pricstley). Sce also Q2215 (Mr Michael Bichard).

8 Q272 (Mr Graham Mather).

9 Q403.

10 Q273.

11 QQ2336, 2346-2347.

12 HC (1992-93) 390-11. pp. 72-73; QQ282, 287. Sec also HC (1992-93) 390-11. p. 285 (Professor Norman Lewis).

13 HC (1993-94) 27-111, pp. 58, 59 (M1 Clive Pricstley), 80 (Professor Christopher Hood and Professor George Jones).
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assessment of the performance of individual senior civil servants, possibly from the Civil
Service Commission, and it was also suggested that individual contracts could be published.! In
New Zealand, performance agreements are subject to supervision by the independent State
Services Commission and scrutiny and reporting by the Auditor General.?

295. A number of arguments were advanced against the introduction of fixed-term contracts
for all senior civil servants. It was argued that such contracts would militate against civil ser-
vants giving frank, fearless and impartial advice to Ministers. The FDA felt that concern about
re-appointment would constrain the advice given by civil servants, particularly towards the end
ol a contract, and this view was shared by others.’ Mr Michael Bichard said that, while a
fixed-term contract did not inhibit him from giving frank and fearless advice because he was
accustomed to operating in a competitive job market, a fixed-term contract might be inhibiting
for carcer civil servants.* Sir Robin Butler believed that fixed-term contracts were likely to dis-
courage frank advice and created a risk of politicisation.’ Mr Waldegrave also believed that
fixed-term contracts with “a cliff edge” would change the balance between Ministers and civil
servants and might discourage robust arguments.® The Efficiency Unit Study noted that fixed-
term contracts were not common in the private sector, where “employment contracts are
designed to tie the individual to the organisation and give a sense of security, rather than to
distance them and make them feel that their employment status is always under review”.” The
fact that fixed-term contracts were not widely used in the private sector was seen by the
Government as an important argument against their wider use in the Civil Service.® The
Efficiency Unit Study suggested that fixed-term contracts might undermine long-term career
management and Sir Robin Butler also pointed to the inflexibilitics created by fixed-term con-
tracts, for example, the costs incurred if it was necessary to terminate employment carly.”
Finally, the independent survey of senior civil servants carried out for the Efficiency Unit sug-
gested that a further extension of fixed-term contracts was not popular among senior civil ser-
vants,'" With regard to performance contracts, as has already been noted above, the
Government was profoundly sceptical about the extent to which performance contracts or per-
formance agreements with prior targets could be applied to civil servants in policy posts or
Permanent Secretaries in the same way as Agency Chicf Executives, both because of the unpre-
dictability and flexibility inherent in the policy process and because of the dependence of any
subsequent assessment on the views of the Minister concerned.!!

296. Other proposals were made relating to the management of the senior levels of the
Service and early departure in particular. most notably by Dr William Plowden. He com-
mended the German approach under which officials in the two most senior grades of the fed-
eral burcaucracy were classified as *political’ and could be removed by their Ministers at any
time. If they could not be found another post, they would be retired on full pay on a tempo-
rary or permanent basis. Introduction of such a system in this country would, in his view, both
reduce the likelihood of ad hoc politicisation and facilitate departures in future cases like those
of Sir Peter Kemp without stigma or acrimony.!? Sir Peter Kemp was supportive of the con-
cepts of providing less security for senior officials and more freedom for Ministers to change
the senior officials in their Departments.”® Dr Plowden also argued that the Civil Service
should adopt a new approach to the management of senior staff more generally, particularly
because “a worryingly large ‘bulge’ of middle-ranking senior officials is stuck with few
prospects for promotion”. He proposed a more systematic approach to mid-career movement,
encouraging officials to leave the Service before retirement. He pointed to various models for
this development; first, the civil services of Japan and France where bureaucrats reached the

I HC (1992-93) 390-11, p. 73 (Mr Graham Mather); HC (1993-94) 27-111, pp. 79, 80 (Professor Christopher Hood and
Professor George Jones).

2 Career Management and Succession Planning Study, p. 136; Q2352 (Dr Graham Scoti).

3QQ239 (Ms Elizabeth Symons), 1607 (Mr Robert Sheldon). HC (1993-94) 27-111. p. 96 (Dr Patricia Greer).

4 QQ2215-2216.

5 QQ135-136, 1404.

6 QQ2617, 2625, 2643,

1 Career Management and Succession Planning Study, paras, 7.13-7.15.

8 QQ1402, 1404 (Sir Robin Butler), 2491, 2622, 2643 (Mr Waldegrave).

9 Career Management and Succession Planning Study, para 7.17; Q1402.

10 Career Management and Succession Planning Study, p. 108; Survey on Career Management and Succession Planning in the
Civil Service, Vol. 1, p. 21.

11 Sce paragraphs 154-159; QQ1409-1411, 1413-1414 (Sir Robin Butler), 2458, 2460 (Mr Waldegrave and Mr Motiram), 12
(Mr Waldegrave).

12 HC (1992-93) 390-11, p. 122; QS1L; Ministers and Mandarins, pp. 95-98. Sce also Careers Management and Succession
Planning Study, p. 123.

13 HC (1992-93) 390-11, p. 290.
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most senior posts much younger; second, Unilever, which required all entrants under its man-
agement development scheme to leave if they had not reached a certain position by a certain
age, third, the armed forces, where, according to Dr Plowden, middle-ranking officers without
prospects for promotion to higher levels were encouraged and enabled to leave for other jobs.!

297. In response to this last suggestion, the Ministry of Defence provided a detailed account
of arrangements for career planning for commissioned officers in the armed forces. This evi-
dence highlighted a number of characteristics of these arrangements which, it was suggested,
limited the value of their application to the Civil Service. First, “the military profession is not
one which, by its nature, employs most of its personnel to the normal national retirement age”.
Second, it had distinctive pension arrangements geared to this characteristic. Third, the armed
services had a long tradition of offering advice and guidance on rescttlement. In contrast, civil
servants were generally recruited for a full career to a normal retirement age of 60 and its dif-
ferent pension arrangements reflected this.2 Replying to these points, Dr Plowden accepted the
differences in current approach between the Civil Service and the armed forces, but questioned
the assumption that there were good reasons why the Civil Service should not wish to change
towards the arrangements already used in the armed forces, abandoning the presumption that
the Civil Service should normally offer a full career to a normal retirement age of 60.3

298. Other proposals were made about the approach of the Civil Service towards early
departure. It was argued that involuntary departures from the Service should be subject to
additional external scrutiny, possibly by the Civil Service Commission, to ensure against dis-
missal for political reasons. Sir Peter Kemp, drawing on his own experience, made a number
of suggestions for improved arrangements in cases of compulsory carly retirement, including a
more professional approach to advice and assistance in building a new way of life outside the
Service and finding new employment.* Mr Waldegrave acknowledged that Sir Peter Kemp's
cas¢ might offer lessons for the way such cases were handled in future.® The Efficiency Unit
study argued for greater financial flexibility in cases of early departure and more professional
support and advice to those concerned, including outplacement services and these views were
endorsed by the Senior Salaries Review Body.’

(iv) The Government's proposals

299. As this inquiry developed and proposals for reform of the senior Civil Service were
advanced in evidence to the Sub-Committee and eclsewhere, the Government itself was consid-
ering changes in the higher levels of the Civil Service, consideration which reached fruition in
the Civil Service White Paper published in July 1994, From the early stages of the inquiry Mr
Waldegrave acknowledged the importance of creating a more open senior Civil Service and
said that he wished to make further progress in that direction, both in terms of open competi-
tion and interchange.® However, the Government rejected the case for openly advertising all
senior posts. It also considered the arrangements for advising on senior appointments through
the Senior Appointments Selection Committee and the Civil Service Commissioners broadly
satisfactory, and did not make major proposals for changes in selection procedures.’
The Government did acknowledge that there was greater scope for open competition for senior
posts. Sir Peter Levene thought that every senior post should be considered to see whether it
was suitable for open competition, subject to the quality of internal candidates and the skills
required.'!® The subsequent Efficiency Unit study endorsed this appioach, suggesting other
issues which might be considered in reaching a decision on whether to make an apppointment
following open competition, such as the need to attract back staff who left the organisation
earlier and the requirement to double check the assessment of internal candidates against the
market.!! The Government endorsed the idea of more formal arrangements for considering the

1 HC (1992-93) 390-11, pp. 120, 122; QQ508-509, $32; Ministers und Mandarins, pp. 76-19. The information on Unilever is
drawn from a memorandum to the Sub-Committee which was not printed, HC (1992-93) 390.I, P. XXv.
2 HC (1992-93) 390-11, pp. 308-318; emphasis in original.

3 Ministers and Mandarins, pp. 11-78.

4 HC (1986-87) 358-i, p. 66 (Dr Peter Barberis).

$Q396; HC (1992-93) 390-11, pp. 291-292.

6 Q103S.

1 Career Management and Succession Planning Study, paras. 7.29-7.32, p. 82; Cm. 2464, para. 35.

8 QQ989-991.

9 Cm. 2627, paras. 4.21, 4.25, 4.27.

10 QQ1288-1289, 1292,

1 Career Management and Succession Planning Study, paras. 6.32, 6.36-6.37.
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case for open advertisement and for more posts to be openly advertised in consequence.! The
White Paper proposed that, before filling a post at senior level, a Government Department
would be required to address a number of prior questions, starting with whether it was neces-
sary to fill the vacancy at all and including the question: “is there a sufficient field of candi-
dates already within the Department, or, in order to get a strong field, is it necessary to extend
the search to the wider Civil Service or to full open competition?” As recommended by the
Efficiency Unit study, the Senior Appointments Selection Committee is to take on the new role
of regularly reviewing the Service’s record with regard to open competition for senior posts.?
The Government was not prepared to predict the number of posts which would be filled by
open competition as a result of its proposals. Sir Robin Butler considered that “with a lot of
policy jobs” the case for open competition would be rejected. Mr Waldegrave said that the
proof of the effectiveness of the changes “will be in the pure policy jobs actually”.?

300. The Government also made proposals to ensure that the skills of staff in the senior lev-
els of the Service were cffectively matched with the requirements of particular posts. The
Efficiency Unit study recommended more explicit criteria for the selection, appraisal, develop-
ment and promotion of staff at Grade 3 and above.* Work on general criteria for senior posts
has subsequently been completed and the qualifications, qualities, skills, experience and
achievement record required for each post at senior levels will be formally addressed prior to
selection.® The Government is also seeking to broaden the skills and experience of those rising
to the highest levels of the Service by promoting more vigorously greater interchange with out-
side organisations and between Departments and between core Departments and Agencies.®

301. The Civil Service White Paper also proposes a more professional and systematic
approach to the management of the senior levels of the Service. It announces the establishment
of a new Senior Civil Service including all civil servants with the range of responsibilities cur-
rently at Grade 5 and above. This proposal is designed to strengthen cohesion not only in the
senior management of Departments, but also across the wider Civil Service. Mr Waldegrave
believed that the e.tablishment of the Senior Civil Service would help to maintain the already
strong lateral communications across Whitehall. The inclusion of posts currently at Grade 5
proceeded from a belief that it represented a better marking point than the Senior Open
Structure for the commencement of senior managerial tasks. The Government also believed its
proposals vould facilitate a more effective approach to career development, with staff having
greater opportunity to acquire a depth of experience and a record of achievement by spending
more time in each job.’

302. Although the Government rejected the idea that all senior civil servants should be on
fixed-term contracts, it found the arguments in the Efficiency Unit study for more explicit con-
tracts of employment persuasive. That study argued that new contracts would “send a clear
message that the risk/reward balance in the Civil Service was being brought up to date”. The
White Paper proposes that all members of the Senior Civil Service will be placed on explicit
written employment contracts, removing any lack of clarity about terms and conditions of
employment. One form of contract is expected to cover the great majority of circumstances and
contracts will be with the Crown rather than Departments or their Ministers. Mr Waldegrave
believed that such contracts would have a psychological effect and would assist in changing the
culture of the Senior Civil Service.” While some fixed-term contracts will be used, it is possible
that they will cease to be the predominant form of employment for Agency Chief Executives,!?
The Government left little doubt that the senior ranks would be affected by the overall shrink-
age of the Service we described above, that the trend towards more early departures from the
senior ranks of the Service would continue and that the process of structural change would
require active management.!!

1 QQ1341 (Sir Robin Butler), 2488 (Mr Waldegrave).

2 Cm. 2627, paras. 1.5, 4.21, 4.24, 4.29; Career Management and Succession Planning Study, para. 6.40, p. 68.
3QQ2636-2638 (Mr Waldegrave and Sir Robin Butler).

4 Career Management and Succession Planning Study, paras. 3.11-3.16.

5 Core Criterlu for the Senior Open Structure (OPSS, March 1994); Cm. 2627, para. 4.24,

6 Cm. 2627, para. 4.23; QQ2562, 2633-2655 (Mr Waldegrave, Sir Robin Butler).

7 Cm. 2627, paras. 4.16-4.23; QQ2602-2605 (Mr Waldegrave).

8 Carcer Management and Succession Planning Study, paras. 7.18-7.24; Q2491 (Mr Waldegrave).

9 Cm. 2627, paras. 4.32-4.35; QQ2618, 2621, 2627-2628 (Mr Waldegrave).

10 Cuareer Management and Succession Planning Study, para 7.25; Cm. 2627, para. 4.35; Q2622 (Mr Waldegrave).
11 Cm. 2627, para. 4.31; QQ2590-2591 (Mr Waldegrave).
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303. The White Paper recognises that these trends will be reflected in pay arrangements for
the Senior Civil Service. A more flexible pay system will be introduced which takes account of
changes in responsibility and job security. Grades will be superseded by overlapping pay
ranges, broadly linked to levels of responsibility, with progress within them linked to perfor-
mance. The Government accepts that the reduction in job security for senior civil servants will
reduce the justification for the present discount in senior Civil Service salaries in comparison
with other sectors. In the short term, the Government proposes to implement the outstanding
recommendation of the Senior Salarics Review Body for extended pay ranges for Grades 2 and
3.! With regard to Permanent Sccretaries, the concerns expressed by the Senior Salaries Review
Body about introducing performance-related pay at that level have been noted. However, a
new pay range for Permanent Secretaries will be introduced from 1 April 1995 and the position
of individual Permanent Sccretaries within this range will be determined bX a remuneration
committee including outside members from the Senior Salaries Review Body.?

(v) Conclusions and recommendations

304. The senior levels of the British Civil Service have very great strengths and possess a
level and range of skills, knowledge and commitment which are widely admired across the
world and which should not be underestimated or devalued. The continuance of a career Civil
Service is important both to the maintenance of an impartial Civil Service and to a continuing
cffective and cflicient administration. A reasonable assurance that most senior posts in the
Service will be filled from within existing ranks is a vital and integral component of this career
Service. Yet as well as its undoubted strengths, the senior ranks of the British Civil Service also
have identifiable weaknesses. The requirement for cohesion and carcer development has led to
an unwarranted stress on the interchangeability of posts, an insufficient respect for specialist
skills or knowledge and a worrying failure adequately to address the problem of too frequent
moves between posts. Despite efforts to increase interchange with other sectors, we believe the
criticism of the senior Civil Service for being too insular retains much force. Although there have
been criticisms of the educational or social composition of the senior Civil Service, we are more
concerned about the skills and experience of senior civil servants. We believe that the key to
bringing about improvements in the senior Civil Service is to change the way in which senior
civil servants are selected. It may well be that the understandable concern to ensure that the
sclection and management of the Service is immune from politicisation and is based on merit
has led to a lack of concentration on the precise qualities required at the top and what pre-
cisely is meant by merit,

305. The Northcote-Trevelyan Report found the quality of the Civil Service to be “much
better than we have any right to expect from the system under which they are appointed and
promoted™.! We believe this verdict could be reached today referring to the procedures by
which the vast majority of senior civil servants are sclected. The procedures by which the
Senior Appointments Selection Committee operate are not subject to sufficient independent
scrutiny or involvement to ensure that they conform to the principle of promotion on merit.
The procedures by which most senior civil servants are selected offer significantly less secure
barriers against patronage, albeit not necessarily of a political variety, than the procedures for
senior appointments which arc subject to open competition. We believe that the Senior
Appointments Selection Committee is the wrong body to monitor the extension of open com-
petition for senior posts. We consider that the recently announced change to its members Yip is
an inefTective palliative. It is particularly unfortunate that. at a time when the Government is
committed to extending the use of open competition, the new external appointee to the
Committee should have spent the vast majority of his professional life in an organisation which
selects all its senior management from within its own ranks. We believe that the procedures
whereby advice upon senior appointments not subject to open competition is tendered by the Head
of the Home Civil Service, who in turn is advised by the Senior Appointments Selection
Commiittee, are inappropriate to the requirements of a modern Civil Service. We recommend that
these procedures, and the Senior Appointments Selection Committee, be abolished.

306. While we believe that the senior ranks of the Civil Service should continue to be filled
predominantly from within the carcer Civil Service, this should not be seen as incompatible
with a significant extension of open competition. A career Civil Service should be able to

1 Cm. 2627, paras. 1.5, 4.15. 4 36-4.39,
2 Cm. 2464, para. 109; Cm. 2627, paras. 4.38-4.39,
3 Report on the Organisation of the Permanem Civil Service.
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provide the necessary blend of training and experience to ensure that internal candidates from
across the Civil Service can compete effectively for posts which are subject to open competi-
tion. We are sceptical about whether the current proposals of the Government will lead to a
desirable proportion of senior posts being subject to open competition. We believe that the use
of open competition should be the subject of independent advice. We have already made pro-
posals which would change the structure of the Civil Service Commission and place it on a
statutory basis. These changes should be accompanied by an expansion and clarification of its
role in senior appointments. The new Civil Service Commission should be composed so as to
retain and strengthen its role as an independent source of advice on senior appointments. We
recommend that the new Civil Service Commission, using submissions from within the Civil
Service but independent of the service, should advise Ministers on all senior appointments, includ-
ing whether an appointment is necessary, whether open competition is worthwhile and, subse-
quently, on the best candidate for the job.

307. We believe that the new, strengthened and more independent Civil Service Commission
is the most effective guarantor of senior appointments based on merit and free from other con-
siderations, including political partisanship, although we believe that there may be a role for
Select Committees in examining particular appointments.! We belicve that the extent of
Ministerial involvement in senior appointments, from decisions upon the job description and
the form of competition onwards, are matters of legitimate public and Parliamentary scrutiny
on which Ministers should be held to account. We recommend that, where Ministerial decisions
relating to senior appointments differ from the advice given by the new Civil Service Commission,
this should be published in the Reports to Parliament of the new Civil Service Commission.

308. We believe that, on balance, the Government is right to reject the case for fixed-term
contracts for all senior civil servants. However, we have already noted that the case for intro-
ducing a more formal framework for determining the allocation of responsibility for perfor-
mance against targets in core Departments should be considered as changes to improve
performance measurement in core Departments take shape, and we believe that the case
against fixed-term contracts does not mean that there is no case for more effective assessment
of performance against targets for senior civil servants, even at the highest level. We recom-
mend that procedures are introduced for formal annual performance assessment of Permanent
Secretaries, involving the Cabinet Minister concerned, the Head of the Home Civil Service, and
the new Civil Service Commission.

309. We believe that the introduction of explicit contracts of employment for senior civil ser-
vants and the creation of the Senior Civil Service represent potentially valuable advances. At
the moment, however, they amount to little more than good intentions and some of the state-
ments in the White Paper, about length of time in post, for example, have been heard before
and had disappointingly little effect. It remains unclear how the Government will approach in
practice the management of the Senior Civil Service at a time when it is hoping both to bring
in new blood and to reduce the number of posts at senior levels. We see no easy solutions to
these issues, but are somewhat disappointed that the Civil Service White Paper did not address
in detail either the extent to which a career until 60 remained the norm from which other
arrangements were an unusual departure, or the means by which early departures could be
more professionally handled. Furthermore, although it has been noted in the past by the
Government and others that the development of a more porous Civil Service might necessitate
revision of the rules concerning the acceptance of outside appointments— last revised in 1992
partly in response to the then trend to more fixed-term contracts—this issue is also not
addressed in the White Paper.2 We believe that it is important that any proposals for change in
these areas are open for public and Parliamentary consideration at an carly stage.

310.While we welcome the development of more flexible pay arrangements for senior civil
servants, we are concerned that the Government’s proposals do not address the problems
caused by differentials between pay levels for those appointed to senior posts from outside and
salaries for successful internal candidates. We believe that, if not addressed, concern about this
issue might have a serious adverse effect on perceptions within the Civil Service of the

I See, for example, Minutes of Evidence taken before the Scottish Aflairs Committee on Wednesday | December 1993, The
Appointment of Mr Laurence Peterken as Special Projects Director of the NHS Management Executive, HC (1993.94) 65.

2 Cmnd. 9841, para. 27; Top Jobs in Whitchall, para. 5.23; Carcer Management and Succession Planning Study, para. 7.33;
HC (1993-94) 27-11, pp. 21-22.
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extension of open competition. We believe that the determination of pay should be linked with
the decisions on the skills and experience required for a particular post and the need for open
advertisement. We recommend accordingly that the precise pay range for every post in the Senior
Civil Service, together with the scope for performance-related pay and the nature of the factors
which determine the award of performance-related pay in each case, should be determined prior to
the competition for the post.

XYL RECRUITMENT AND TRAINING

(i) The delegation of recruitment functions

311, One of the cornerstones of the unified and uniform Civil Service envisaged in the
Northcote-Trevelyan Report was the implementation of its reccommendations for a central sys-
tem for recruitment on merit by fair and open competition organised by a central board—the
Civil Service Commission.! The trend to delegated recruitment for certain clerical posts began
in the 1960s, but the Fulton Report did not propose an abandonment of the centralised system,
although it did criticise the slowness of the procedures and advocated a Commission more
closely integrated in the central management of the Service and systems of recruitment more
effectively responding to the needs of individual Departments.2 However, with effect from |
January 1983, all Departments were given responsibility and selection of staff at junior levels,
subject to instructions by the Minister for the Civil Service about appointment on merit by
means of open competition. In consequence, Departments became responsible for about 85 per
cent of all Civil Service appointments.?

312. More far-reaching changes were announced in 1989 and brought into effect through the
Civil Service Order in Council 1991. First, Departments and Agencies assumed responsibility
for all recruitment to grades and posts below Grade 7, except for fast stream entrants. They
thus had responsibility for 95 per cent of all Civil Service recruitment.* There are no longer
centrally-prescribed selection methods for Departments and Agencies; they are free to develop
and use different methods consistent with the principle of selection on merit by open competi-
tion; there has been a trend away from centralised academic examination in consequence.’
Second, the main recruitment functions of the Civil Service Commission were passed to an
Executive Agency now within the OPSS, the Recruitment and Assessment Services Agency. It
operates on a full repayment basis and has no tied customers; it is required to compete with in-
house Departmental and Agency recruitment divisions and with private sector consultants for
all its work.® Although the Agency was initially sct the primary financial target of recovering
its full operating costs from charges for its services, this target has not been achieved. In 1993-
94 it met its primary financial target for that year of containing the deficit within £450,000; the
actual deficit was about £333,000.7 Finally, the Civil Service Commissioners were given new
responsibilities for advising the Minister for the Civil Service on the rules of selection for
Departmental and Agency recruitment and for monitoring Departments' and Agencies’ obser-
vance of the Minister's sclection rules.® Monitoring has so far been carried out on behalf of the
Commissioners by a small team of permanent civil servants in the Office of the Civil Service
Commissioners assisted by 26 part-time, fee-based, regional monitors who are retired civil ser-
vants with recruitment experience. This monitoring was intended to be “economical and light-
handed” and focuses on systems of recruitment. The First Civil Service Commissioner was
satisfied with the operation of these procedures and with the cooperation from Departments,
Agencies and private organisations involved.? The Government recently announced changes to
the Minister's advice on recruitment facilitating a reduction in the direct participation by

| Report on the Organisation of the Permanent Civil Service; HC (1993-94) 27111, p. 13 (Dr Peter Barberis).

2 HC (1992-93) 390-H1. p. 168 (OPSS), Cmnd. 3638, paras. 62-68; The Civil Service: Vol 2: Report of a Management
Consultancy Group, paras. 221, 224,

3 HC (1992-93) 390-11, p. 168 (OPSS); HC (1986-87) 358-i, p. 39 (Cabinet Office and HM Treasury).

4 HC Deb., 13 April 1989, cols. 619-620w; HC (1992-93) 390-11, p. 168 (OPSS); Responsibilities for Recruitment, para. 2.5.
$ HC (1992-93) 390-11, p. 170 (OPSS).

6 HC (1992-93) 390-11, pp. 168, 169-170 (OPSS). HC Deb., 13 April 1989, col. 619w; Responsibilitics for Recruitment, paras.
2.7, 3.4, Q724 (Mrs Ann Bowtell).

7Q794 (Mr Michael Geddes): Recruitment and Assessment Scrvices Agency Annual Report and Accounts 1993-94, pp. 13, 15,
8 HC (1992-93) 390-11, p. 168 (OPSS); QQ727 (Mrs Ann Bowtell), 1364 (Sir Robin Butler).

9 HC (1993-94) 27-11, p. 161 (OPSS); Sixth Report from the Treasury and Civil Service Committee, The Presentation of
Information on Public Expenditure, HC (1988-89) 217, p. 26 (Civil Service Commission); QQ714, 717, 721, 724, 729, 731.732
(Mrs Ann Bowtell).
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Departments and Agencies in the early stages of the recruitment process; this reflected the ini-
tial experience of monitoring.!

313. These changes were part and parcel of the Next Steps reforms and reflected its philoso-
phy. Greater stress has been placed on business or functional expertise than on traditional,
generalist skills. The recruitment of staff with qualitics reflecting the needs of a particular
organisation is seen as integral to its own management.2 The Government believes that the
change has put Departments in a much better position to get the right person for the job, with
Departments such as the Inland Revenue developing recruitment procedures based on the iden-
tification of relevant competences.® The attempt to separate more clearly the executive function
from the regulatory function is also in line with the Government’s general approach to public
service reform.* Finally, the Government considers that Departmental recrvitment will be
quicker than the previous centralised procedures which were widely seen as slow and cumber-
some, so that good candidates are not lost.®

314. The trend towards delegated recruitment has given rise to some concerns. Most impor-
tantly, it has been suggested that the increasing variety of approaches to recruitment within the
Civil Service undermines the coherent identity and unity of the Civil Service, reinforcing the
idea that civil servants only work for the Department or Agency that recruits them.® Concern
has also been expressed that devolution might lead to the merit principle not being consistently
maintained across the Civil Service.” Finally, the Association of Graduate Careers Advisory
Services has drawn attention to the complexity of the new approach to recruitment from the
perspective of the potential applicant and those who advise them. In particular, the Association
has argued that the move towards local advertising has caused resentment among graduates,
most of whom seek jobs nationally, and “is in breach of the Civil Service's long and laudable
tradition of fair and open competition”.?

315. The Government has commissioned and subsequently published an internal review of
the respective recruitment responsibilities of the Commissioners and Government Departments
in the light of experience since the 1991 changes. This study found that, in general, there was
“no public pressure for change” to the principles of delegated recruitment, but it did recom-
mend changes designed to clarify responsibilities and to “revitalise the principle of fair and
open competition on merit™.? First, it proposes that the Commissioners “should be the custodi-
ans of the principles of openness, fairness and merit for all Civil Service recruitment” and
“should be empowered to audit recruitment policies and practices within the Service against the
requirements set out in the Commissioners’ Guidance”. It further recommends that the
Commissioners’ should be required to include in their annual reports an account of their audits
of Departments and Agencies.'® It complements these recommendations by proposing that
Departmental Permanent Secretaries or Agency Chief Exccutives should have responsibility for
ensuring that recruitment by their Department or Agency complies with the principles of open-
ness, fairness and merit and rccommending that Departments and Agencies should give an
account of recruitment in their annual reports.!! Finally, it advocates a more complete func-
tional and organisational separation between the Commissioners and the Recruitment and
Assessment Services Agency.!?

(ii) Fast stream recruitment

(a) History and development

316. The current “fast stream” systems of recruitment into the Civil Service have their origin
in the Northcote-Trevelyan reforms and the beliefs which underpinned them. First, the

1 HC (1993-94) 27-11, p. 288 (OPSS).

2 HC(1988-89) 348, para.16; QQ711-712 (Mrs Ann Bowtell); Responsibilities for Recruitment, para. 3.2).

3 HC (1993-94) 27-111, p. 90 (Civil Service Commissioners); HC (1993-94) 27-11, p. 248 (Inland Revenue).

4 Q711 (Mrs Ann Bowtell).

5 HC (1993-94) 27-111, p. 90 (Civil Service Commissioners); HC (1992-93) 390-11, pp. 48-49 (FDA); HC (1993-94) 27-111, P.
13 (Dr Peter Barberis).

6 HC (1993-94) 2711, pp. 13 (Dr Peter Barberis), 21 (Association of Graduate Careers Advisory Services), 124-125 (Mr
Barry O'Toole). Sce also ibid., pp. 28 (Dr Geofirey K Fry), 95-96 (Dr Patricia Greer).

7 HC (1992-93) 390-11, pp. 48-49 (FDA); HC (1993.94) 27-111, p. 32 (Commission for Racial Equality).

8 HC (1993-94) 27-111, p. 21.

9 Cm. 2627, para. 2.9; Responsibilities for Recruitment, paras. 3.17, 3.24.

10 ibid., paras. 4.10, 5.11, 5.17.

11 ibid., paras. 4.13-4.14.

12 ibid., para. 6.19.

House of Commons Parliamentary Papers Online. .
Copyright (c) 2007 ProQuest Information and Learning Company. All rights reserved.




cxviil FIFTH REPORT FROM

Northcote-Trevelyan Report argued that “the superior docility of young men” meant that it
was best to recruit and train civil servants when young. Second, that Report argued that the
best candidates were most fairly and effectively selected through fair and open competition.
Finally, that Report emphasised the necessity Lo establish “a proper distinction between intel-
lectual and mechanical labour” and to recruit on a separate basis accordingly.! The approach
to Civil Service recruitment has, of course, changed considerably since the late nineteenth cen-
tury, not least in response to external and internal review and criticism. In 1914 the
MacDonnell Royal Commission noted the view that the syllabus for competitive examinations
gave an unfair advantage to candidates educated at Oxford and Cambridge Universities.> A
majority of the Fulton Committee argued that the selection process placed an undue empbhasis
on generalist skills rather than relevant studies, arguing both for less reliance on written exam-
inations and for promotion to depend more on “post-entry performance rather than pre-entry
promise”.® Subsequently, all selection was based on an extended interview procedure, but the
Expenditure Committee expressed concern about biases in the system relating to University,
school and academic subject background and recommended that the Administrative Trainee
scheme be abolished.* In a subsequent Report the Committee challenged the whole notion of
“fast streaming”, arguing that all entrants to the Service should be assessed for potential to rise
to the highest levels on the basis of performance in the job.* While some changes were made as
a result of subsequent reviews, the approach to fast stream recruitment retains many of the
characteristics for which it was criticised by the Expenditure Committee.6

(b) The current operation and rationale

317. The current system of fast stream selection, and the administrative fast stream in par-
ticular, arc seen by the Government as an effective and fair way of attracting and selecting able
people with skills required in the Service, with potential to rise to Grade 5.7 Its purpose is “to
contribute to the pool of talent from which senior managers are drawn™.8 It operates through a
three-stage assessment process: analysis of application forms and the results of a qualifying
test; two days at the Civil Service Selection Board, including written tests, group exercises, cog-
nitive tests and interviews; an interview with the Final Selection Board.? The qualities sought
during this assessment process have been changed in recent years to place a greater emphasis
on management and leadership potential.!® The Civil Service Commissioners have reported
that research carried out for it has shown that the assessment procedures are a good predictor
of current performance and future potential within the Service.!!

318. The fast stream approach to selection and early career development is seen by the
Government as a highly effective means of attracting very able graduates to the Service to an
extent which a general graduate entry scheme of the kind envisaged by the Expenditure
Committee might not be. More than 60 per cent of existing fast stream recruits surveyed for an
internal review indicated that they would not have applied without a fast stream entry route.!*
It was scen by both the Government and the FDA as an essential way to attract the best grad-
uates to the Civil Service which could not compete with the private sector in terms of pay.
What the Civil Service could offer was an opportunity for a variety of interesting postings at
an early stage in a career and relatively rapid advancement to posts with significant responsi-
bility."® The First Civil Service Commissioner believed that early challenges were more immedi-
ately important to the current generation of applicants than long-term career prospects. !4

319. The Government stressed that entrants to the fast stream were not guaranteed promo-
tion and that there were no special arrangements for them after promotion to Grade 7.
According to Sir Robin Butler, “the fast stream is not a route that runs through Civil Service

1 Report on the Organisation of the Permanent Civil Service.

2 Cd. 7338, paras. 46-50.

3 Cmnd. 3638, paras. 71-85.

4 HC (1976-77) 535-1, paras. 5-18, 20.

5 HC (1977-18) 576, para. 4,

6 On developments since the late 1970s, sce Review of Fast Stream Recruitment, pp. 85-87.

7QQ49 (Mr Richard Mottram), 737-738 (Mrs Ann Bowtell).

8 Review of Fast Stream Recruitment, para. 2.16.

9 For a more detailed description of these procedures and recent changes in the qualifying test, sec Review of Fast Stream
Recruttment, pp. 100-102; Civil Service Commissioners’ Report 1993-1994, pp. H-12,

10 QQ736, 775-776 (Mrs Ann Bowtcll); Review of Fast Stream Recruitment, para. 3.10, p. 97.

11 Civil Service Comnuissioners™ Report 1992-93, p. 30.

12 Review uf Fast Stream Recrutment, para, 2.23.

13 QQ44 (Mr Waldcgrave), 186 (Sir Robin Butler); HC (1992-93) 390-11, p. 48 (FDA), Q252 (Mr Christopher Dunabin).
14 Q740 (Mrs Ann Bowtell).
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careers, it is simply ... a method of appointment and treatment of people during their first three
to five years, no more than that™.! In relation to subsequent advancement, “the way in which
you were recruited into the Civil Service is neither here nor there”.2 Only 42 per cent of the
Senior Open Structure at October 1993 entered through the administrative fast stream: it was
the numerically predominant route to the highest Grades, but by no means the only route.}
The Council of Civil Service Unions did not believe that the existence of the fast stream signif-
icantly disadvantaged those aspiring to the higher levels of the Service who had entered by
other means.*

320. The Government highlighted the opportunities to rise rapidly in the Service for those
not initially recruited to the administrative fast stream. First, it is possible for internal candi-
dates to apply to the fast stream; the requirement for a second class degree is waived and can-
didates recommended by their Departments by-pass the qualifying test and go straight to the
Civil Service Selection Board; in 1992, 29 internal candidates were recruited in this way, a fifth
of the total entrants to the administrative fast stream.® Second, Departments and Agencies now
run management development schemes to which the Government attaches a very high priority.
These are designed to provide staff recruited through other routes with all the clements of the
fast stream development programme, including planned postings and developmental training.®
Third, the administrative fast stream is now only one among several fast streams; comparable
schemes also exist for economists, statisticians and engineers and scientists. Some of these
schemes offer comparable or better prospects than the administrative fast stream, and it is not
unusual for specialists to move to administrative posts if they have the necessary skills.”

321. The Civil Service fast stream was also seen as justificd by the extent to which it had
parallels in the private sector. The FDA argued that “fast streams are widely used throughout
the public and private sector” and supplied a list of some major employers who operated cen-
trally recruited graduate training schemes which offered “the same sort of ‘developmental’ pro-
gression to young graduates”. This list contained 57 employers but was “by no means
exhaustive™.® Government witnesses also compared Civil Service practice with that of large
organisations in the private sector, particularly those with central graduate schemes and federal
structures with subsidiary companies.® The Government’s internal review examined the practice
of ICL, Natwest and Unilever and found that “for those organisations which do recruit for
senior management potential the similarities [to the Civil Service fast stream] ... are more
marked than the differences”.!

(¢) Criticisms

322. Despite changes made to the fast stream process over the years, it remains the focus of
considerable criticism. Some evidence contended that the biases in the selection procedure
which concerned the Expenditure Committee in the 1970s still persist. Mr John Garrett argued
that “broadly two-thirds of successful entrants to the fast stream are white, male, public-school
educated, Oxbridge arts graduates™ ! While the proportion of successful candidates from
Oxbridge has generally fallen in recent years, 59 per cent of external entrants to the adminis-
trative fast stream in 1993 were from Oxford or Cambridge Universities.'? There have been
some indications that the initial qualifying test may have operated in such a way as 10 discrim-
inate against women and ethnic minorities: concerns about ethnic minoritics led the
Commission on Racial Equality to initiate a formal investigation'®. Some have questioned
whether the skills sought during the selection process are truly geared towards the needs of the

1 HC (1992-93) 390-11, pp. 170-171 (OPSS); Q1341 (Sir Robin Butler).

2 Q49 (Mr Waldegrave).

3 HC (1993-94) 27-11. p. 48 (OPSS); Career Management and Succession Planning Study, p. 101.

4 QQ480-481 (Mr John Ellis and Mr Charles Cochrane).

5 HC (1992-93) 390-11, p.171 (OPSS); QQ739, 767-768 (Mrs Ann Bowtell).

6 QQ49 (Mr Waldegrave), 767 (Mrs Ann Bowtell), 1104 (Mr Richard Mottram); HC (1993-94) 27-11, p. 14 (OPSS); Review
of Fast Stream Recruitment, para. 9.11; Carcer Mynagement and Succession Planning Stud,, p. 110; HC (1993-94) 27.11, p.
229 (Benefits Agency); Q2214 (Mr Michacel Bichard); Cm. 2627, p. 33.

7 HC (1992-93) 390-11 pp. 171, 174 (OPSS), 309 (Ministry of Defence), QQ50-52 (Mr Richard Mottram and Mr
Waldegrave), 762-763 (Mss Ann Bowtell). 1001, 1004 (Mr Waldegrave), 1107 (Mr Richard Mottram); Review of Fast Stream
Recruitment, para. 10.7.

8 QQ250-252 (Ms Elizabeth Symons); HC (1992-93) 390-11, pp. 68-69 (FDA).

9 QQ43 (Mr Waldegrave), 186 (Sir Robin Butler). 1084-1092 (Mr Waldegrave and Mr David Davis).

10 Review of Fast Stream Recruitment, p. 74, pavas. 2.9, 3.6.

1 HC (1993-94) 27-11, p. 104,

12 Review of Fast Stream Recruitment, p. 8 (Table 2).

13 Review of Fast Stream Recruitment, para. 3.13; 1HC (1993-94) 27-111, p. 31 (Commission for Racial Equality).
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Service rather than shaped by the outputs of the British education system. The number of suc-
cessful applicants with arts degrees has fallen, but remains at nearly 50 per cent. Some evidence
suggested that the qualities sought reflected the needs of policy headquarters in Departments,
thus reinforcing a perceived bias in favour of policy work and the generalist approach to man-
agement.! It has been questioned how far the new emphasis on management skills in the selec-
tion process is genuine, given the difficulty of detecting management potential when recruiting
staff at an early age.? The attempt to justify the selection process by reference to subsequent
performance and promotion in the Service has been scen as largely circular. since it only
demonstrates that selectors and managers are looking for similar qualitics.’

323. A second criticism of the fast stream was that it created a far greater differential of
opportunity within the Civil Service than the description of the scheme suggested. Sir Peter
Kemp considered the scheme “disgraceful™ and went on to say: “It is not actually fair and
open competition. You get 40 or 50 people a year, you select them before they have ever done
a hand’s turn of work and you give them a gilded path through.” All other entrants were thus
“de-privileged and kept back™.* Mr John Garrett also believed that “if you have a few crown
princes and princesses in a fast stream, by definition, everybody else is in the slow stream”.’
Some evidence suggested that the careers of fast stream entrants continued to differ from those
of other staff even after promotion to Grade 7: the Ministry of Defence stated that most ex-
fast stream Grade 7 staff skipped Grade 6 and were promoted directly to Grade 5, unlike those
who had progressed through the mainstream.® It was argued that fast stream entrants acquired
a range of skills and experience at an early stage in their careers which inevitably gave them a
head start in subsequent promotion stakes. For example, private office experience is seen by
civil servants as having an important influence on careers: about 69 per cent, of the fast stream
entrants into the Senior Open Structure had private office experience, compared with only 6
per cent of non-fast stream entrants. The independent survey commissioned by the Efficiency
Unit noted that “some non-fast stream staff believe that the fast stream entrant is favoured
from the day he joins the Service”. The recent internal review noted that “however fair the sys-
tem of promotion, former fast stream recruits do better because they tend to get the most chal-
lenging and highest profile jobs and to be given the benefit of any doubt”.’

324. The prospects for rapid career development and training for non-fast stream entrants
were scen as being significantly less than for fast stream entrants, even though many of the for-
mer were both very able and well-qualified. While entry at Executive Officer level was earlier
associated with school-leavers with A-levels, many entrants at this level are now graduates.® In
1990, the Civil Service appointed nearly 3,500 graduates, 1,900 of them to posts where a degree
was not an essential qualification.” Despite the scale of graduate recruitment by the Civil
Service, internal movement into the fast stream remains limited. According to the
Government's own internal review, the aim of the current in-Service scheme introduced in 1982
wis that it should meet half the demand for administrative fast streamers. This aim has never
been achieved or even approached and the number of nominations and successes for internal
candidates both fell between 1992 and 1993.'° Second, the study notes that internal manage-
ment development schemes remain different from the fast stream: “it did not matter that those
recruited from other routes had all the tangible benefits of the fast stream: they still felt *second
class’ without the label, reflecting the cultural subtext of what ‘fast stream’ means”.!! Finally, it
was suggested that the specialist fast streams were concerned with development towards senior
specialist posts rather than to the Senior Open Structure.!?

325. Some evidence also cast doubt upon the extent to which the Civil Service fast stream
had genuine parallels in the private sector. The Government’s own study conceded that “many

I HC (1987-88) 494-11, p. 97 (Sir Frank Cooper); Review of Fast Stream Recruitment, p. 8 (Table 2), para. 4.10; Q1632 (Mr
John Garrent). HC (1993-94) 27111, p. 50 (Professor Fred Ridley and Mr Brian Thompson).

2 HC (1986-87) 358-i, p. 91 (Mr Nevil Johnson); Review of Fast Stream Recruitment, para. 6.5.

3 Dr William Plowden, Ministers and Mandarins, p. 22.

4 QQ366-367. Sec also Bevond Next Steps, p. 28.

5 Q1632

6 HC (1992-93) 390-11, p. 309. Sce also Carecr Management and Succession Planning Study, p. 103 (Graph 23).

7 Q1632 (Mi John Garrett), Carcer Munagement and Succession Planning Study, p. 107, Survey on Career Management and
Succession Planning in the Civil Service, Vol. 1, p. 27; Review of Fast Stream Recruitment. para. 5.4,

8 Cmnd. 3638, para. 88; HC (1986-87) 358-i, p. 39 (Cabinet Office =nd HM Treasury).

9 Review of Fast Stream Recruitment, para. 2.14.

10 ibid., paras. 9.7-9.9, p. 59 (Table 7).

H ibid., para. 9.12,

12 HC (1993-94) 27-11, p. 104 (Mr John Garrett); Q1802 (Mr Bill Breut).

House of Commons Parliamentary Papers Online.
Copyright (c) 2007 ProQuest Information and Learning Company. All rights reserved.




THE TREASURY AND CIVIL SERVICE COMMITTEE cxxi

employers who recruit graduates have no alternative recruitment track to make the relative
term—'fast’—appropriate™.! The Sub-Commitice conducted its own analysis of practice out-
side the Civil Service based on the list of supposedly comparable schemes provided by the
FDA. 41 organisations replied which were currently recruiting graduates. Of these only 14 had
more than one recruitment scheme principally designed for graduate recruitment direct from
University.> The majority of these 14 were clearly not directly comparable with the Civil
Service fast stream, in that the graduate entry scheme, unlike the Civil Service fast stream, was
the largest source of graduate recruits.?

(d) Responses to criticism and proposals for change

326. Some evidence suggested that the criticisms of the fast stream were either exaggerated
or invalid. With regard to the selection proccdure, the recent internal review “found no evi-
dence of bias in the system favouring Oxbridge”. It acknowledged that there was a problem in
the perception of Oxbridge bias, a problem which was also noted by the First Civil Service
Commissioner and the Association of Graduate Careers Advisory Services.! Much evidence
took the same view that the then Minister for the Civil Service and Head of the Home Civil
Service expressed in 1978—that the Civil Service could not be blamed for characteristics inher-
ent in the British education system.’ The success of Oxbridge applicants was seen as reflecting
the enduring appeal of those two universities to the brightest school leavers; the recent increase
in successful Oxbridge applicants was said to result from the particular attraction of the Civil
Service to good students in a time of recession. The First Civil Service Commissioner pointed
out that the high performance of Oxbridge candidaies was most marked at the qualifying test
stage, which was objectively marked. Sir Kenneth Stowe emphasised the extent to which selec-
tors were in fact prejudiced in favour of applicants who did not conform to the white, male,
public school-educated, Oxbridge stereotype. Finally, Mr Waldegrave noted that the broaden-
ing social intake of Oxford and Cambridge Universities undermined the notion that Oxbridge
domination implied any social bias.® The Government drew attention to its efforts to broaden
the appeal of the fast stream competitions across all universities, old and new, and to the
results of these efforts; in 1993, applications for fast stream schemes were received from all uni-
versities.” The Civil Service Commissioners have described their efforts to ensure that the selec-
tion process, and the qualifying stage in particular, does not unintentionally discriminate
against women or ethnic minorities. A structured questionnaire was introduced in 1993 along-
side the cognitive tests to counteract any bias in the latter. The success rate of both women and
ethnic minorities increased in 19938

327. Some evidence saw the Civil Service fast stream as beyond redemption. Sir Peter Kemp
favoured its abolition or radical change.” Professor Eric Caines appeared to take a similar
view.!® Mr John Garrett believed that the fast stream was “at the root of the problem” of the
senior levels of the Service being dominated by those with the wrong skills and education and
urged its abolition to end the grip of Oxbridge graduates.!! Other evidence argued a directly
contrary position, believing that the Civil Service would be “mad” to abandon its efforts to
attract exceptionally talented graduates through the fast stream.!? Both the Council of Civil
Service Unions and Dr William Plowden argued that the abolition of the fast stream would
simply lead to the creation of a new system: for identifying and nurturing a chosen few which

| Review of Fust Stream Recruitment, para. 2.9,

2 Trafalgar House, BNFL, Citibank, D¢ La Rue. GKN, HCBC Holdings, ICI, Marks & Spencer, Nat West Bank,
J Sainsbury, Scottish Equitable, Shell, Unilever.

3 The replics on which this analysis is based have not been published but are publicly available in the House of Lords
Record Office, HC (1992-93) 390-1, p. xxv, HC (1993-94) 27-1.

4 Review of Fust Stream Recruitment, paras. 8.17, 2.23, 5.7: QQ750-751 (Mrs Ann Bowtell); HC(1993-94) 27-1H, p. 21
(Association of Graduate Carcers Advisory Scrvices).

5 HC (1977-78) 576, Q4 (Lord Peart and Sir Jan Bancroft).

6 QQI71 (Sir Robin Butler), 260 (Ms Elizabeth Symons); Civil Service Commissioners' Report 1993-1994, p. 14; QQ743.744
(Mrs Ann Bowtell); Review of Fast Stream Recruitment, para. 3.17: Q1689 (Sir Kenneth Stowe); HC (1993-94) 27-111, pp. 28
(Dr Geoffrey K Fry), 42 (Sir Peter Lazarus); Q48 (Mr Waldegrave).

7QQ170, 172, 1388 (Sir Robin Butler); HC (1992-93) 390-1, p. 171 (OPSS). Q757 (Mrs Ann Bowtell): HC (1993.94) 27111,
p. 90 (Civil Service Commissioners). On the institutions of successful candidates, see Civil Service Commissioners’ Report
1993-1994, pp. 34-37; Review of Fust Stream Recruitment, para. 3.28.

8 QQ749, 754 (Mrs Ann Bowtell), 756 (Ms Usha Prashar), 757, 777-778 (Mrs Ann Bowtell): Civil Service Commissioners’
Report 1993-1994, pp. 11-14: Review of Fust Stream Recruitment, para. 3.18.

9 QQ366-367; Bevond Next Steps, p. 28.

10 Q822.

11 HC (1993-94) 27-11, p. 105; Q1644.

12 HC (1993-94) 27-111, pp. 128 (Sir David Hancock), 28 (Dr Geoffrey K Fry), 40 (Sir Peter Lazarus).
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would not be subject to the same level of internal and external scrutiny.! Not all who sup-
ported the continuance of the fast stream believed it should be immune from major reform: the
FDA, supported by other Civil Service unions, proposed that it should be possible for internal
candidates to enter the fast stream through job appraisal rather than by appearing before the
Civil Service Selection Board and Final Selection Board.2

328. Towards the end of the inquiry the Government published an internal review of the fast
stream. It noted the broad support for the administrative fast stream in Departments, who
viewed it as “an indispensable source of high quality recruits”. The review concluded that the
fast stream enabled the Civil Service to compete effectively in the highly competitive market for
top calibre graduates, and that withdrawal from this market would make no sense.? It believed
that the solution to the perception of Oxbridge bias “lies in marketing” and recommended an
external, expert review of the marketing of the scheme.* It emphasised the need to separate the
scheme from the “high flier” concept. with a greater emphasis on training and development. It
recommended accordingly that the formal title of the administrative fast stream scheme should
be changed from the AT/HEO(D) scheme to the Policy Management Programme and that
those recruited on to it should be called Trainees in Policy Management.’ It proposed that
these Trainees in Policy Management should have their pay and grading determined by
Departments and not have a separate grade across the Service.® Finally, it recommended that
Departments should be free to designate as Trainees in Policy Management any staff whom
they have themselves assessed as being able to benefit from the Programme.” In the Civil
Service White Paper the Government welcomed the review and indicated that it was consider-
ing its recommendations, including the suggestion that the term “fast stream™ should be aban-
doned® Mr Waldegrave indicated that he was keen to dispel any notion that the scheme
provided “a golden route right to the top™.?

(iii) The Civil Service College

329. The Civil Service College is a child of the Fulton Report. It was established in 1970 in
response to a weakness in the Civil Service's modern management training identified by the
Fulton Commitiee. That Committee envisaged the College fulfilling three main functions: the
provision of major training courses in administration and management; the provision of
tuviter waining courses in general management and vocational subjects designed for all levels
of stafl and particularly for the more junior; rescarch on problems of administration and policy
issues.'® L. its early years the College was not widely seen as a success, certainly when mea-
sured against the aspirations for it of the Fulton Committee.!" In the latter part of the 1980s,
the college’s role and financing were redefined; as part of this process, the College became an
Executive Agency. The College is expected to concentrate particularly on the development of
professional and managerial skills and on management training of those at, or aspiring to,
relatively senior positions.!2

330. Since the mid-1980s the Civil Service College has been funded principally through pay-
ments for places on particular courses from Departments and other organisations."? It has also
received a central payment from the OPSS, introduced to enable the College to compete on a
fairer basis with its competitors, many of whom are charitable trusts. Taking into account this
central payment, its financial target has been to cover its full costs with income. costs being cal-
culated on an accruals basis involving a 6 per cent assumed interest rate on assets owned by the

1 QQ476. 478-479 (Mr John Ellis), 519-521, 523525 (Dr William Plowden).
2 HC (1992-93) 390-11, p. 48 (FDA); QQ253-254 (Mr Michael King). 261-262 (Ms Elizabeth Symons), 474-475 (Mr John
Eflis), 1802 (Mr Bl Brett).

3 Review of Fast Stream Recruitment, paras. 4.5, 4.7, 2.19- 2.20, 4.16.

4 ibid., paras. 227, 8.49.

3 thid, paras. 59, 6.3, 6.10, 6.11-6.14. The current initials stand for Administrative Trainee/Higher Executive Officer
(Development).

6 thid., paras. 7.17-7.19.

7 1hid., para. 9.14.

8 Cm. 2627, para. 4.23.

9 Q2651.

10 HC (1992-93) 390-11. p.147 (Civil Service College); Cmnd. 3638, paras. 97, 99-103.

I HC (1976-77) $35-1, para.16; HC (1986-87) 358-i. pp.63 (Dr J Greenaway), 70-71 (Mr A Gray and Dr W Jenkins). 115-
Ho6 (Dr Geoffrey K Fry).

12 Q642 (Ms Marianne Newille-Rolfe), Cm 2627, para. 4.5: Civil Service ( ollege: Executive Agency Evaluation (QOPSS,
October 1993), Annex A

13 Evaluanion, para.S; Q696 (Ms Marianne Neville-Rolfe).
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College.! These assets do not include the main site at Sunningdale, for which the College is
required to pay rent; this has risen significantly in recent years to reflect the level of investment
in the site—over £12 million in the years 1990-91 to 1992-93.2 In its first four years as an
Agency the College met its obligation to cover its costs from income each year.) Mr John
Garrett argued that, when the capital expenditure for assets not owned by the College was
taken into account, it remained “exceptionally costly”.* It has already been decided that the
central payment from OPSS will be phased out so that from 1995-96 the College will be
required fully to cover its costs by revenue from its operations.’

331. In 1989-90, the College provided only 3 per cent of total Civil Service training and 30
per cent of all management training for Grades 7 and above.b The total volume of training at
the College has grown substantially in recent years, from 74,400 student days in 1990-91 to
96,400 in 1993-94.7 None of its courses is mandatory, and its capacity to attract students and
thus generate income depends upon shaping courses to meet the needs of its customers within
and outside the Civil Service. About £6 million of the College’s turnover in 1992-93 was gener-
ated by providing professional training in particular areas, such as project management, per-
sonnel management, audit and purchasing.® In line with the objectives and targets set for it by
the Government, however, a high proportion of its work is devoted to the training of current
or prospective senior civil servants. The Civil Service College plays a leading role in the Top
Management Programme, a six week management course attended by equal numbers of civil
servants and senior managers from industry and commerce, usually attended by civil servants
within the first two years after entering the Senior Open Structure, with a focus on strategic
management and the management of change.” The Young Node Programme is designed to
bring about a similar interplay of the Civil Service and the outside world at a lower level, and
is attended principally by civil servants recruited to the fast stream.'® In 1993 the College
launched the 123 Programme designed to bring about exchanges of experience at the senior lev-
cls of the Civil Service outside the structure of a residential training course.!! All students
attending courses at the College are invited to complete assessments of the courses, indicating
the extent to which a course met its aims and objectives. One target for the College in each
year since it became an Agency has been for over three-quarters of the overall course evalua-
tions to be in boxes 1 and 2 on a scale of 1 to 6. This performance target has been consistently
met or exceeded. In 1992-93, only 3.7 per cent of students assessed their course against its aims
in the bottom three boxes.!?

332. As has alrcady been noted. the Fulton Report envisaged that the Civil Service Coilege
would have important research functions. It has been argued that the College currently has
“insufficient analytical and rescarch capacity”."* Ms Marianne Neville-Rolfe, the then Chief
Executive, did not deny that the College was not fulfilling the objectives of the Fulton Report
in research terms. She attributed this to the lack of priority given to it in the objectives set by
the Government and to the funding mechanism. More fundamentally, she questioned whether
it was ever realistic to expect the training and research functions to be combined: she believed
that research was likely to be more effective in institutions free from direct Government control
and which had an academic carcer structure. It appears that the problem of combining training
linked to a public service career with academic research is not unique to the Civil Service
College.

I Evaluation, paras. 10-11: QQ665, 667 (Ms Marianne Neville-Rolfe and Mr lain Cameron); HC (1993-94) 27-1, pp. 153-
154 (OPSS).

2 QQ659-669 (Mr Cameron and Ms Marianne Neville-Rolfe); HC (1993-94) 27-11, pp. 153-154 (OPSS); HC (1992.93) 390-
H, p.166 (Civil Service College).

3 HC (1992-93) 390-11, pp. 154-155 (Civil Service College).

4 HC (1993-94) 27-11, p.103.

S HC Deb., 24 November 1993, col.45w; Q654 (Mr lain Cameron).

6 HC (1992-93) 390-11. p.148 (Civil Service College).

7 Cm. 2627, p.32.

8 QQ693-696, 649 (Ms Marianne Neville-Rolfe).

9 Career Management and Succession Planning Study, p.113, para. 6.15; HC (1992-93) 390-11. pp-2 (OPSS), 149 (Civil Service
College); Cm. 2627, para. 4.23.

10 HC(1992-93) 390-11, pp.149, 166-167 (Civil Service College).

11 HC(1992-93) 390-11, p.149; Q647 (Ms Marianne Neville-Rolfe).

12.QQ670-675 (Ms Mariunne Neville-Rolfe); Evaluation, p.2; HC (1992-93) 390-11, p.166 (Civil Service College).

13 HC (1993.94) 27-111, p.94 (Mr Timothy Hornsby).

14 QQ642-646; Third Report from the Home Affairs Committee, Higher Police Training and the Police Staff College, HC
(1988-89) 110-1. paras. 44-49. Sec also HC (1993-94) 27-1H, p.18 (Dr Peter Barberis).
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333. The Fulton Report also envisaged the College playing a role in “laying the foundations
for a greater understanding between civil servants and the outside world”. Its success in this
sphere depends in part upon its capacity to attract people from outside the Civil Service to the
College as both teachers and students. Ms Neville-Rolfe said that people from higher educa-
tion, from business and from local government were frequently and increasingly involved in
teaching and lecturing at the College.! The Government’s internal evaluation of the College led
them to believe that there was scope for increasing the level of participation of students from
the private sector.? One submission suggested that links between Civil Service training and that
for local government officers could be improved and Ms Neville-Rolfe agreed that it would be
helpful to find an effective way to enhance contact with small businesses.’

334. Overall, the Government regards the phase in the Civil Service College's history since it
became an Agency as a highly successful one. Mr Waldegrave said that the role and quality of
the College was “something that we can be proud of and it is getting more powerful”.* At the
time evidence was taken from Ms Neville-Rolfe, the status of the College as an Executive
Agency was under review. She explained what she saw as three main advantages of the College
remaining within the Civil Service: it assisted responsiveness to developments within the Civil
Service and responsiveness to an overwhelmingly Civil Service clientele; it facilitated the
exchange of staff between the College and Government Departments; it meant that the College
was ready to respond directly to Ministerial initiatives and agendas.® In November 1993 Mr
Waldegrave announced that the Government had concluded that Agency status within
Government remained the best approach for the College for a further period.

335. The principal criticism of the College during the inquiry was not so much for what it
did, but for what it was not. In 1977, following a visit to the Ecole Nationale d’Administration
(ENA), the Expenditure Committee recommended the establishment of a higher management
training course and proposed that it should be the normal 7practice that no one should be pro-
moted beyond Grade 5 unless he or she had completed it.” This proposal was not pursued by
the Government, although the proposal was considered by and in evidence to some of our pre-
decessor Committees.® Mr John Garrett argued in evidence that much could be learnt from the
work of ENA, particularly in terms of the range of its intake and the nature of the training
provided there.?

336. ENA is concerned with the selection and post-graduate education of future senior civil
servants as well as training. Students enter through one of three competitive examinations: an
external competition for graduates outside the civil service up to a maximum age of 28; an
internal competition for civil servants up to the age of 46; a recently revived third competition
for those under 45 with 8 years professional experience in any job in the public or private sec-
tors. The course at ENA lasts for 28 months; students become civil servants as soon as they
join. They spend a year in two internships in the civil service or a related organisation. They
spend a second year undertaking course work in Paris and Strasbourg. At the end of the course
students are ranked in order and choose posts within the Service in rank order.

(iv) Conclusions and recommendations

337. The devolution of responsibility for recruitment to Departments is part of the wider
development towards integrated personnel management at a Departmental or Agency level
rather than across the Service. It may lead to more effective recruitment. However, the danger
that this trend might undermine the sense of the unity of the Service cannot simply be ignored.
This trend reinforces the case both for the Civil Service Code we have already recommended
and for a procedure whereby new civil servants are required to acknowledge that Code, as a
reminder that they are joining a common Crown service and not just a Department or Agency.
It is also vital that more diverse arrangements for recruitment do not threaten the fundamental
principle of selection on merit through fair and open competition. We agree that the Civil
Service Commissioners should be made the custodians of this principle and required to audit the

1 QQ642, 689.

2 Evaluation, para.43,

3 HC (1995.94) 27-111, pp.69-70 (Professor John Stewart); QQ689-690.

4 QQ54, 2562.

3 HC (1992-93) 390-11, p.148 (Civil Service College); Q692.

6 HC Deb., 24 November 1993, col. 45w.

7 HC (1976-77) 535.1, para. 21,

8 Cinnd. 7117, paras. 15-17; HC (1981-82) 236-1, para.90; HC (1986-87) 358-i, pp.103-104 (Dr Annec Stevens).
9 HC (1993.94) 27-11, p.10S; QQ1632-1634.
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performance of Departments and Agencles in relation to it. This would combine well with the
other functions relating to the maintenance of the principles and values of the Service which we
have already argued should be assigned to the new Civil Service Commission; this function should
also be set down In statute.

338. The fast stream recruitment programme has bucked the devolutionary trend. It has
been noted that it is increasingly incongruent with developments elsewhere in the Service so
that entrants into it may “appear to be more elitist by comparison with the rest of the Service
even if they constitute a steadily broader social and educational base than their own predeces-
sors™.! We do not believe it would be right to criticise the Civil Service fast stream for any per-
ceived inadequacies of the British educational system. We also believe it would be mistaken for
the Civil Service to forego opportunities to attract and select from all parts of the graduate
recruitment market. However, this does not mean that current approaches to graduate recruit-
ment to the Civil Service could not benefit from significant change. We believe that the pro-
posals in the Government’s own review of fast stream recruitment provide an opportunity for
progress in this area. We believe it is vital that reform in this area does not become an exercise
in “badge engineering”, with the old fast stream continuing under a new name but otherwise
unchanged. In our view, the most significant proposal in the review is that Departments should
be free to designate as Trainees in Policy Management any staff whom they have themselves
assessed as being able to benefit from the programme. We believe that this recommendation
should be implemented at the earliest possible opportunity. We ourselves recommend that the
Government should then make it clear both to serving civil servants and potential applicants that
the benefits of accelerated development are available to civil servants regardless of method of
entry 4und ensure that this is the case in practice.

339. We welcome the Government’s decision to retain the Civil Service College as an
Executive Agency. We believe that it has benefitted from its status as an Agency, that its per-
formance has improved markedly in recent years and that it has an integral role to play in the
Civil Service for many years to come. However, despite its advances in recent years, we believe
that the College should seek to broaden its contacts outside the Civil Service, not least with
local government and the small business sector. We also believe that the Civil Service College
may need to reorlent its approach in the light of the creation of the Senior Civil Service. At pre-
sent, much of its work on senior management is directed at those at Grade 3 and above. The
Senior Civil Service will include a broader range of civil servants. The College could play a
valuable role in fostering the coherence of the new Senior Civil Service. The Civil Service White
Paper acknowledges the need for “a more systematic approach to the implementation of man-
agement development programmes for new entrants to the Senior Civil Service”.2 We believe
that there is a strong argument for a new management training course at the Civil Service
College, possibly at the time of entry into the new Senior Civil Service and possibly linked to pro-
cedures for the selection and career development of entrants into the Senfor Civil Service. The cre-
ation of the Senlor Civil Service and the reform of the Civil Service College together would
provide an ideal opportunity to re-examine the rationale for fast-stream recruitment.

1339 HC (1993.94) 27-111, pp. 18-19 (Dr Peter Barberis).
1340 Cm.2627, para. 4.23,
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ANNEX 1
A NEW CIVIL SERVICE CODE

I. The constitutional and practical role of the Civil Service is. with integrity. honesty, impar-
tiality and objectivity, to assist the duly constituted Government, of whatever political com-
plexion, in formulating policies of the Government, carrying out decisions of the Government
and administering services for which the Government is responsible in the interests of the pub-
he.

2. Civil servants are servants of the Crown. Constitutionally the Crown acts on the advice of
Ministers and, subject to the provisions of this Code. civil servants owe their loyalty to the duly
constituted Government.

3. Civil servants should serve the duly constituted Government in accordance with the prin-
ciples set out in this Code and recognising

— the duty of all public officers to discharge their public functions reasonably and
according to law;

— the duty to respect. comply with and obey the law of the land, international law and
the provisions of international treaties to which the United Kingdom is a party and not
to imperil the due administration of justice;

~= those duties which may arise as members of professions.

4. This Code should be seen in the context of the duties and responsibilities of Ministers set
out in Questions of Procedure for Ministers which include:

~— the duty to give Parliament and the public as full information as possible about the
policies, decisions and actions of the Government, and not to deceive or mislead
Parliament and the public;

— the duty to give fair consideration and due weight to informed and impartial advice
from civil servants, as well as to other considerations and advice, in reaching policy
decisions; and

— the duty to comply with the law of the land:

together with the duty to familiarise themselves with the contents of this Code and not to ask
civil servants to act in breach of it.

5. Civil servants should conduct themselves with integrity, fairness and honesty in their deal-
ings with Ministers, Parliament and the public. They should make all information and advice
relevant to a decision available to Ministers. They should not deceive or mislead Ministers,
Parliament or the public.

6. Civil servants should endeavour to deal with the affairs of the public efficiently, and with-
out maladministration.

7. Civil servants should endeavour to ensure the proper, effective and efficient use of public
money within their control.

8. Civil servants should not make use of their official position or information acquired in
the course of their official duties to further private interests. They should not receive benefits of
any kind from a third party which might reasonably be seen to compromise their personal
judgement or integrity.

9. Civil servants should conduct themselves in such a way as to deserve and retain the confi-
dence of Ministers, and to be able to establish the same relationship with those whom they may
be required to serve in some future Administration. The conduct of civil servants should be
such that Ministers and potential future Ministers can be sure that that confidence can be
freely given, and that the Civil Service will conscientiously fulfil its dutics and obligations to,
and impartially assist, advise and carry out the policies of the duly constituted Government,
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10. Civil servants should not misuse information which they acquire in the course of their
duties or seek to frustrate the policies, decisions or actions of Government by the unauthorised,
improper or premature disclosure outside the Government of any confidential information to
which they have had access as civil servants.

I'1. Where a civil servant believes he or she is being required to act in breach of this Code or
in a way which is illegal, improper. or in breach of constitutional conventions or which may
involve possible maladministration, he or she should first report the matter in accordance with
procedures laid down in Government guidance or rules of conduct.

12. Where a civil servant has reported a matter in accordance with procedures laid down in
Government guidance or rules of conduct and believes that the response does not represent a
rcasonable response to the grounds of his or her reporting of the matter, he or she may report
the matter in writing to the Civil Service Commissioners.

13. Civil servants should not seeck to frustrate the policies, decisions or actions of
Government by declining to take, or abstaining from taking action which flows from clearly
recorded ministerial decisions. Where a matter cannot be resolved by the procedures set out in
paragraphs 11 and 12 above on a basis which the civil servant concerned is able to accept, he
or she should either carry out ministerial instructions or resign from the Civil Service.
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MINUTES OF PROCEEDINGS OF THE COMMITTEE
RELATING TO THE REPORT

TUESDAY | NOVEMBER 1994
Members present:

Sir Thomas Arnold. in the Chair

Ms Diane Abbott Mr Barry Legg

Mr A J Beith Mr Mike O'Brien
Mr Quentin Davies Mr Giles Radice

Mr Nigel Forman Mr Brian Sedgemore

The Committee deliberated.
Report from the Sub-Committee (The Role of the Civil Service) brought up and read.
Ordered, That the Report be read a second time, paragraph by paragraph.

Ordered, That the Report be considered in the following order: paragraphs 1-287; Annex I;
paragraphs A-WW.—(The Chairman.)

Paragraphs 1 to 45 (now paragraphs 52 to 96) read and agreed to.
Paragraph 46 (now paragraph 97) read, amended and agreed to.
Paragraphs 47 to 53 (now paragraphs 98 to 104) read and agreed to.
Paragraphs 5 and 6 read. amended and agreed to.

Paragraph 54 read.

Amendment proposed, at the end, after the words “in accordance with its provisions”, to add the
words:

“1t should be clear that this Code applies to the staff of agencies as well as to those of departments.
It may be nccessary to consider extending the principles of the Code to those working for
"quangos”, especially in cases where such bodies have taken over work from government
departments. Relevant principles may also need to be considered in relation to private sector
organisations contracting for public work, in the same way that official secrecy requirements are
placed on defence contractors."—(Mr A J Beith.)

Question put, That the Amendment be made.
The Committee divided.
Ayes, 6 Nocs, 1

Mr A J Beith Mr Barry Legg
Mr Quentin Davies

Mr Nigel Forman

Mr Mike O'Brien

Mr Giles Radice

Mr Brian Sedgemore

Paragraph, as amended. agreed to and divided (as paragraphs 105 and 106)
Paragraphs 55 to 58 (now paragraphs 107 to 110) read and agreed to.

Paragraphs 59 and 60 (now paragraphs 111 and 112) read, amended and agreed to.
Paragraph 61 (now paragraph 113) read and agreed to.

Paragraph 62 (now paragraph 114) read, amended and agreed to.

Paragraph 63 (now paragraph 115) read and agreed to.

Paragraph 64 read.

Amendment proposed. in line 8, to leave out from the words “Civil Service” to the words “Sir Kenneth
Stowe™ in line 18-—(Mr Barry Legg.)
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Question put, That the Amendment be made.
The Committee divided
Ayes, | Noes, 6

Mr Barry Legg Mr A J Beith
Mr Quentin Davies
Mr Nigel Forman
Mr Mike O’Brien
Mr Giles Radice
Mr Brian Sedgemore

Another Amendment proposed, in line 25, to leave out the words “We believe the time has now come
to implement the last recommendation of the Northcote-Trevelyan Report and establish a new Civil
Service Commission on a statutory basis."—(Mr Barry Legg.)

Question. That the Amendment be made, put and negatived.
Paragraph agreed to (as paragraph 116).

Paragraph 65 read.

An Amendment made.

Another Amendment proposed. in line 14, to leave out from the words “rather than weakened” to the
end of the paragraph.—(AMr Barry Legg.)

Question, That the Amendment be made, put and negatived.

Paragraph, as amended, agreed to (as paragraph 117).

Paragraphs 66 to 76 (now paragraphs 118 to 128) read and agreed to.
Paragraph 77 (now paragraph 129) read, amended and agreed to.
Paragraphs 78 and 79 (now paragraphs 130 and 131) read and agreed to.
Several paragraphs—(Mr Mike O’Brien)—brought up, and read, as follows:

“1. There is a need for a contemporary theory and practice of Ministerial Responsibility which recog-
nises the reality of modem government. “Next Steps” was clearly a major change in the administration
of government and the doctrine of Ministerial Responsibility has not until today accommodated that
change. A new understanding of the doctrine is necessary to ensure that it can never become a protective
shicld behind which a Minister can escape the rigours of effective Parliamentary scrutiny and challenge.
The Government have already attempted to modernise the original doctrine by distinguishing between
accountability and responsibility. Their view is that a minister is accountable to Parliament but that inci-
dents may occur for which he was not responsible because he had no knowledge of it and to which he
may even be opposed.

2. Sir Robin Butler set out the present governmental view clearly in his evidence to the Scott Inquiry.
He said “While ministerial heads of department must always be accountable for the actions of their
departments and staff, neither they, nor their senior officials, can justly be criticised for shortcomings of
which they are not aware, and which they could not reasonably have expected to discover, or which do
not occur as a foresceable result of their own actions. Ministers and senior officials can only be criticised
personally for deficiencies in the organisation if those deficiencies either occur as a foresceable result of
their instructions, or they could reasonably be expected to have known about them, or discovered such
deficiencies and taken action to amend them.” Sir Robin said that he preferred to acceot the principle
that ministers were “constitutionally accountable to Parliament” rather than “responsible” to Parliament.
He wanted “accountability to be a blame free word.” It appears that in his view even Parliamentary crit-
icism following wrongdoing should “only lead to blame and possibly resignation” when “personal
responsibility” was involved.

3. We think that this Butler doctrine of Ministerial Accountability without Ministerial Responsibility
is inadequate and should not be accepted by Parliament, The conscquence of accepting it would be to
create a vacuum in Parliamentary control. We must find a way in which both responsibility and account-
ability to Parliament continue to exist, both in constitutional theory and reality. In our view, in the first
instance, in principle, both accountability and responsibility to Parliament should always rest with the
Minister. Where the Minister believes others, perhaps civil servants or the Chief Executive of an agency,
have in reality been responsible, he should be able to indicate to Parliament who he believes was respon-
sible and the reasons why he takes that view. It will then be a matter for Parliament to determine
whether it accepts the Minister’s interpretation of events or whether it believes that responsibility should
remain with the Minister.

4. This new doctrine of Ministerial Responsibility could have implications for the anonymity of civil
servants. They would become personally responsible for decisions that they take on the interpretation
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and implementation of policy. To ensure that their position is protected from arbitrary transfer of
responsibility by a Minister, we believe that such designation of an individual or group of civil servants
should always be a decision of the government as a whole, rather than one Minister. Thus, any designa-
tion of a person other than the Minister should have the prior approval of, at least, the Prime Minister
and, preferably, the Cabinet. Ministers should only ever be able to pass on responsibility where they can
show that, firstly, they were not involved in a policy decision which resulted in the creation of the situa-
tion which concerns Parliament; secondly. that they did not know of its existence when any unacceptable
behaviour occurred and it was reasonable for the minister not to have been aware of it, and, thirdly, if
they had known, they would have stopped it. If Ministers cannot show each of these things, then they
should accept responsibility and where appropriate they should resign.

5. If the integrity of the British constitutional process is a voluntary abstinence from the abuse of
power, then central to that is the acceptance by Ministers that they will. out of personal integrity, resign
where there has been wrongdoing or policy failure within their Departmental control. The resignation of
Lord Carrington after the invasion of the Falklands is widely regarded as an example of honourable min-
isterial practice. The prospect of responsibility being devolved in some cases to civil servants or other
employcees of agencies makes the requirement of a code of practice more necessary to enable civil servants
to have a frame of reference for their behaviour and standards and also to clarify and safeguard their
position.”

Question proposed. That the paragraphs be read a second time:- Paragraphs, by leave. withdrawn.

Paragraph 80 (now paragraph 132) read and agreed to.

Paragraph 81 (now paragraph 133) read, amended and agreed to.

Paragraphs 82 to 88 (now paragraphs 134 to 140) read and agreed to.

Paragraph 89 (now paragraph 141) read, amended and agreed to.

Paragraphs 90 to 93 (now paragraphs 142 to 145) read and agreed to.

Paragraph 94 read.

Amendment proposed, in line 22, to leave out the words “has considerable value”, and insert the
words “has value"—(Mr A J Beith.)

Question put, That the Amendment be made.

The Committee divided.

Ayes, 4 Nocs, 3

Ms Diane Abbott Mr Quentin Davies
Mr A J Beith Mr Nigel Forman
Mr Mike O'Brien Mr Barry Legg

Mr Brian Sedgemore
Paragraph, as amended. agreed to (as paragraph 146).
Paragraphs 95 to 126 (now paragraphs 147 10 178) read and agreed to.
Paragraph 127 read.

Amendment proposed. in line 9, to leave out from the word “formulaic” to the end of the
paragraph.—(Mr Barry Legg.)

Question put. That the Amendment be made.

The Committee divided.

Ayces, 3 Noes, §

Mr Quentin Davies Ms Diane Abbott
Mr Nigel Forman Mr A J Beith

Mr Barry Legg Mr Mike O'Brien

Mr Giles Radice
Mr Brian Sedgemore
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Paragraph agreed to (as paragraph 179).
Paragraphs 128 to 142 (now paragraphs 180 to 194) read and agreed to.
Paragraph 143 read.

Amendment proposed, to leave out from the beginning of the paragraph to the words “We welcome”
in line 11.—(Mr Quentin Davies.)

Question put, That the Amendment be made.

The Committee divided.

Ayes 2 Noes, §
Mr Quentin Davies Ms Diane Abbott
Mr Barry Legg Mr A J Beith

Mr Mike O'Brien
Mr Giles Radice
Mr Brian Sedgemore

Paragraph agreed to (as paragraph 195).

Paragraphs 144 to 152 (now paragraphs 196 to 204) read and agreed to.
Paragraph 153 (now paragraph 205) read, amended and agreed to.
Paragraph 154 to 157 (now paragraphs 206 to 209) read and agreed to.
Paragraph 158 (now paragraph 210) read, amended and agreed to.
Paragraph 159 read, as follows:

“We have no doubt that some audit of the policy process takes place at present. By its nature
we would not expect the outcomes of such audit necessarily to enter the public domain directly.
But we believe there would be merit in institutionalising the requirement for such audit. It is not
sufficient to leave it to the discretion of individual Ministers and civil servants for three reasons.
First, they may be too preoccupied to initiate such reviews. Second. it may not be in their per-
sonal interest to look too closely at what went wrong and why. Finally, the rapid turnover of
both Ministers and officials may mean that they are not in a position to see a policy through to
a point at which the case for audit becomes apparent. We therefore recommend that the
Government cstablishes a Central Policy Audit Unit. We envisage such a unit operating along
similar lines to the Efficiency Unit. It would be within the Office of Public Service and Science,
but would have a Head reporting to the Prime Minister. Subjects for examination would be
determined by the Head in consultation with departmental Ministers. The Unit would not have
a permanent stafl of any size: reviews would be conducted by officials from the Department or
Departments under scrutiny who had not been directly involved in the matters under examina-
tion. Audit would be based on examination of relevant papers and interviews with those con-
cerned with the development of a policy. We would expect the unit to examine policy processes
which appeared to have had a successful outcome as well as those of which the opposite was the
case in order that lessons for the successful conduct of policy in the future could be learnt.”

An Amendment made.

Another Amendment proposed., in line 3, to leave out from the words “such audit” to the end of the
paragraph, and add the words “We recommend that the Government should examine ways in which the
process of policy advice and implementation may be better scrutinized and audited.”—(Mr Giles Radice.)

Question put, That the Amendment be made.

The Committee divided.

Ayes, 4 Noes, 2
Ms Diane Abbott Mr Quentin Davies
Mr Mike O'Brien Mr Barry Legg

Mr Giles Radice
Mr Brian Sedgemore

Paragraph, as amended, agreed to (as paragraph 211).
Paragraphs 160 to 165 (now paragraphs 212 to 217) read and agreed to.
Paragraph 166 read.

Amendment proposed, in line 21, to leave out from the words “politically controversial” to the words
“We welcome”, in line 26, and insert the words “We believe that discussions should take place with a view
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to undertaking a pilot scheme of secondment in order to test these conflicting propositions in practice”.—
(Mr 4 J Beith.)

Question put, That the Amendment be made.

The Committee divided.

Ayes, 3 Nogcs, 3

Ms Diane Abbott Mr Quentin Davies
Mr A J Beith Mr Nigel Forman
Mr Mike O'Brien Mr Barry Legg

Whereupon the Chairman declared himself with the Noes.

Paragraph agreed to (as paragraph 218).

Paragraphs 167 to 178 (now paragraphs 219 to 230) read and agreed to.
Paragraph 179 (now paragraph 231) read, amended and agreed to.
Paragraphs 180 to 253 (now paragraphs 232 1o 305) read and agreed to.
Paragraph 254 (now paragraph 306) read, amended and agreed to.
Paragraph 255 (now paragraph 307) read and agreed to.

Paragraph 256 read.

Amendment proposed, to leave out from the beginning of the paragraph to the words “we have
already” in line 2.— (Mr Barry Legg.)

Question put, That the Amendment be made.
The Commitiee divided.
Ayes, | Nocs, 6

Mr Barry Legg Ms Diance Abbott
Mr A J Beith
Mr Quentin Davies
Mr Nigel Forman
Mr Mike O'Brien
Mr Giles Radice

Another Amendment proposed, in line 5, to leave out from the words “we believe that” 1o the words
"We recommend™ in line 7, and insert the words “there is a case for more cffective assessment of perfor-

mance against targets for senior civil servants, even at the highest level. including in due course the intro-
duction of fixed-term contracts."—(Mr Barry Legg.)

Question, That the Amendment be made, put and negatived.

An Amendment made.

Paragraph, as amended, agreed to (as paragraph 308).

Paragraphs 257 to 285 (now paragraphs 309 to 337) read and agreed to.

Paragraph 286 read.

Amendment proposed, in line 8, to leave out from the words “recruitment market” to the words “In
our view” in line 13.—(Mr Quentin Davies.)

Question, That the Amendment be made, put and negatived.

Another Amendment proposed., in line 9, to leave out from the words “significant change” to the end
of the paragraph, and add the words “On balance. we believe that the abolition of the fast strecam would
be beneficial to the Civil Service as a whole and would not deter able graduates with the appropriate

skills from secking employment within the Civil Service.”"-—(Mr Barry Legg.)
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Question put, That the Amendment be made.

The Committee divided.

Aycs, 2 Noes, §
Mr Barry Legg Ms Diane Abbott
Mr Mike O'Brien Mr A J Beith

Mr Quentin Davies
Mr Nigel Forman
Mr Giles Radice

Paragraph agreed to (as paragraph 338).

Paragraph 287 (now paragraph 339) read and agreed to.

Annex 1 (A New Civil Service Code) brought up, read, amended and agreed to.
Paragraph A (now paragraph 1) read, amended and agreed to.

Paragraphs B to L (now paragraphs 2 to 12) read and agreed to,

Another paragraph—(Mr Giles Radice) —brought up, read the first and second time, and inserted (as
paragraph 13).

Paragraph M (now paragraph 14) read, amended and agreed to.
Paragraph N (now paragraph 15) read and agreed to.

Another paragraph—(Mr Giles Radice)—brought up, read the first and second time, and inserted (as
paragraph 16).

Paragraphs O to Q (now paragraphs 17 to 19) read and agreed to.
Paragraph R (now paragraph 20) read, amended and agreed to.
Paragraphs S to Z (now paragraphs 21 to 28) read and agreed to.
Paragraph AA (now paragraph 29) read. amended and agreed to.
Paragraphs BB to FFF (now paragraphs 30 to 34) read and agreed to.
Paragraph GG (now paragraph 35) read, amended and agreed to.
Paragraphs HH to PP (now paragraphs 36 to 44) read and agreed to,
Paragraph QQ (now paragraph 45) read, amended and agreed to.
Paragraphs RR to WW (now paragraphs 46 to 51) read and agreed to.
Resolved, That the Report, as amended, be the Fifth Report of the Committee to the House,
Ordered, That the Chairman do make the Report to the House.

Ordered, That the provisions of Standing Order No. 116 (Select Committees (reports)) be applied to
the Report.

Several papers were ordered to be appended to the Minutes of Evidence taken before the Sub-
Committee..

Ordered, That the Appendices to the Minutes of Evidence taken before the Sub-Committee be report-
cd to the House.—(The Chairman.)

[The Committee adjourncd.
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The Treasury and Civil Service Committee is appointed under S.0. No. 130 to examine the expendi-
ture, administration and policy of the Treasury and the Office of Public Service and Science (but exclud-
ing the Office of Science and Technology and the drafting of bills by the Parliamentary Counsel Office),
the Board of Customs and Excise and the Board of the Inland Revenue.

The Committee consists of a maximum of eleven members, of whom the quorum is three. Unless the
House otherwisc orders, all Members nominated to the Committee continue to be members of the
Committee for the remainder of the Parliament.

The Committee has power:

(a) to send for persons, papers and records, to sit notwithstanding any adjournment of the House, to
adjourn from place to place, and to report from time to time;

(b) to appoint specialist advisers either to supply information which is not readily available or
clucidate matters of complexity within the Committec's order of reference;

(c) to communicate to any other such committee and to the Committee of Public Accounts their
evidence and any other documents relating to matters of common interest;

(d) to meet concurrently with any other such committee for the purposes of deliberating, taking
evidence or considering draft reports.

The Committee has power to appoint one sub-committee and to report from time to time the minutes
of evidence taken before it. The sub-committee has power to send for persons, papers and records, to sit
notwithstanding any adjournment of the House, and to adjourn from place to place. It has a quorum of

three.
13 July 1992
The following were nominated as members of the Treasury and Civil Service Committee:

Ms Diane Abbott Mr John Garrett

Sir Thomas Arnold Mr Barry Legg

Mr A J Beith Mr Giles Radice

Mr Nicholas Budgen Mr Brian Sedgemore

Mrs Judith Chaplin (decd 19.2.93) Mr John Watts

Mr Quentin Davies
Mr John Watts was clected Chairman on 15 July 1992.
Sir Thomas Arnold was elected Chairman in the place of Mr John Watts on 19 October 1994.
The following changes in the membership of the Committee have been made:

Monday 29 March 1993; Mr Nigel Forman appointed.

Monday 13 December 1993: Mr John Garrett discharged;
Mr Mike O’Brien appointed.

Monday 31 October 1994 Mr John Watts discharged;
Mr Matthew Carrington appointed.

The cost cf preparing for publication the Shorthand Minutes of Evidence taken before the Committee and published with
this Report was £10,398.
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