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FUTURE OF THE CENTRAL DEPARTMENTS AW

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

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

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

to come from Treasury officials during the interim period.

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

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

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

Wass.

W

IAN BANCROFT
28 October 1981
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Draft of 28th October 1981
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THE CENTRE : DRAFT STATEMENT TO PARLIAMENT

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

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

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

resource control.

4. I therefore propose to reunify responsibility
for the central allocation and control of all
resources, and to make the Treasury responsible
for control over Civil Service manpower, pay,
superannuation, allowances and for the Central
Computer and Telecommunications Agency. Iy Hon
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Friend F A 4 will be appointed as a
Minister of State in the Treasury to help in
the discharge of these responsibilities. He
will answer in this House for the whole range
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of Civil Service matters. h"\ e yﬁuﬁh' 18
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5? I now turn to the ClV]l Serv1ce Department's
other responsibilities. It remains my view that
there should not be a total merger of the
Treasury and the Civil Service Department. The
selection, development and motivation of the
Civil Service and its efficiency in carrying out
its functions should have as much attention and
priority as the control of public expenditure.
The machinery of Government should make special

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

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

management matters.

6. The staff Whomassdsi-me will work alongside
the Cabinet Office in a new ©ffiee—of Management
and Pergomneli. Sir Robert Armstrong will be
Permanent Secretary of this Office and will also
continue as the Secretary of the Cabinet to head
the Cabinet O0ffice. He will be asgsisted on the
business of the new Office by Mr John Cassels,
Second Permanent Secretary.
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Ts An Order in Council will be necessary to
transfer the responsibilities for Civil Service
manpower and remuneration to the Treasury. The
Order will be laid before Parliament shortly. 1In
preparation for its coming into effect the new
arrangﬁagnts will be introduced administratively
from L9— November. During the interim period,

the Chancellor of the Exchequer will have charge

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

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

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

—_—

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

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

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

Q1 WHY NOT JUST MERGE CSD AND THE TREASURY?

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

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

Q2 WHY MAKE THE CHANGE NOw?

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

these purposes.

Q3 HOW MUCH WILL THE REORGANISATION COST?

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

. shall achieve through better public expenditure control
and increased efficiency.
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Q4 HOW MUCH WILL THE RE-ORGANIZATION SAVE?

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

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

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

development of staff.

Q6 WHAT WILL BE THE ROLE OF STIR DEREK RAYNER?

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

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

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

SECRET




SECRET

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

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

and we stand by it..

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

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

apply.
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NOTE FOR THE LIBRARY

REORGANISATION OF THE CENTRAL DEPARTMENTS :
ALLOCATION OF FUNCTIONS

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

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

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

Second Permanent Secretary - Mr John Cassels CB

Functions

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

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

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

State, Treasury¥.
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Civil Service conduct and security; and
acceptance of business appointments by
former senior civil servants and others;

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

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

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

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

-

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

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

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

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

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

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

10 Downing Street
London SWi1
November 1981
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DRAFT MINUTE FROM THE PRIME @lﬂrﬁiﬁi T0 THE HOME
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THE REORGANISATION OF THE CENTRAL DEPARTMENTS

e

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

2 I believe we must unify our arrangements

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

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

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

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

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

B The new Ministerial arrangements will be

introduced on i Monday,lg November4. The Chancellor

of the Exchequer will deal with all Civil Service

manpower, pay, pensions and related matters on my

behalf between then and the day the Transfer of

Functions Order comes into effect. He will be assisted

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

of State in the Treasury. Eﬁ*”’l Hh1u~ A At A
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6. On all the responsibilities I shall be retaining

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

assist me, & Voo W Gomey %

s Sir Tan Bancroft and Sir John Herbecq, both of

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

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

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

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

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




