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FOREWORD

by Sir Robin Butler KCB CVO, Head of the Home Civil Service

Visitors often ask me about the Next Steps initiative in the Civil
Service. People both in Britain and from overseas v. ant to know what
was the objective of the reform, how we went about it and what we now
regard as the conditions necessary for introducing reforms on this
scale into a very large and diverse institution like the British Civil
Service. So, while memories were fresh, I commissioned this account
of the launching of the Next Steps initiative, which draws both on the

records and on the memories of those principally involved.

If I have to pick out the main foundations on which the success of an

initiative like this must be based. I would choose the following.




Itmusthave the wholehearted support of the Governmentand the Civil
Service itself, as well as other powerful bodies, like other political

parties, members of Parliament and trade unions.

The common thread which has run through the Next Steps initiative
and which has made it possible for all these interests to fall in behind
it is the prospect of improving the public services which it offered, of
freeing the energies and initiative of civil servants to that end and thus
of making better use of the resources provided for these services. It has
also been essential that the chain of accountability through Ministers
to Parliament has been preserved and, I believe, strengthened. The
emphasis on actual performance, through the setting of demanding

targets, has been of vital importance.

I would also pick out the need for strong political commitment,
publicly made, so that it is known to all concerned that difficulties
encountered must be overcome; the involvement of staff at grass roots
level in contributing their ideas about the ways in which their own
contributions can be increased; and, as a catalyst, a project team,
impartial between the interests involved and committed only to seeing

that the initiative achieves its objectives and problems are solved.

The following account is a personal view from Diana Goldsworthy,
who was one of the original members of the Next Steps Project Team,
It is not an official history, but I hope that readers will be able to draw

out some lessons which they can apply to their own circumstances.

R@Jﬁ/\ Bv\j‘fa\r

May 1991




INTRODUCTION

Next Steps is the name given to the Civil Service reforms under which

Executive Agencies are being set up to deliver government services.

This short account of the inception and launch of the project describes
a series of events which is focused mainly on the creation of those
Agencies. But Agencies are not an end in themselves. They are only
the vehicles for improving the delivery of government services, for
obtaining better value for taxpayers’ money, and for giving staff more

satisfving work and working conditions.




ORIGINS

Background of reform

The British Civil Service has a reputation for fairness, propriety z;nd
political impartiality stemming from the Northcote Trevelyan reforms
of the last century. As the role of the State - and thus the job of the Civil
Service - has changed over the years, the proacess of reform has
continued. Recognising that the resources needed to provide
governmentservices amount toan increasing ‘overhead’ on the taxpayer,
much effort has been focused on achieving greater efficiency and on

trying to give the taxpayer maximum value for money.

The Fulton report in 1968 drew attention to the need for more
emphasis on management skills, and widening the pool of talent from
which managers were drawn to include more specialiéts It also
recommended the setting up of discrete management units, although
at that time the financial management infrastructure needed for such
astep was lacking. The Financial Management Initiative (FMI) in 1982
addressed this issue directly. Its aim was to match responsibility for
operational decisions, as far as practicable, with authority for committing
resources; and to delegate decision-making as far down the line as
possible. It required managers at all levels to be provided with
accurate and useful financial information systems. Both Fulton and

the FMI were important in paving the way for Next Steps. They
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represented a move away from central control towards a more federal

Service organised to reflect the variety ofits tasks.

The Efficiency Unit’s Study

The Conservative Government which came into office in 1979 was
pledged to reduce the size of the Civil Service and to make it more
efficient. By the autumn of 1986 the Prime Minister’s adviser on
efficiency, Sir Robin Ibbs, was able to report that there had been
substantial progress. The size of the Civil Service had been cut by 19%.
Efficiency reviews had produced savings of about £1 billion.
Managementinformation systemsand delegated budgeting were being
widely introduced, and the practice of setting targets for performance

had begun to take firm hold.

But Sir Robin felt that the process was going neither far nor fast
enough. There was still not enough personal commitment from
individuals at all levels to improving efficiency and management.
Leadership and the right incentives to make further progress were
often lacking. Middle and junior managers felt that they were still not
being given the authority to make changes to improve value for money.
He suggested that what was needed was not more systems or new
procedures buta concerted effort to speed up the change in management

style.

The Prime Minister, Mrs Margaret Thatcher, was disappointed to

discover that. after seven vears of effort to improve management in the

Sir Robin Ibbs




Civil Service. so much still needed to be done. She commissioned Sir
Robin to find out why, and to suggest how to move matters on. At the
beginning of November 1986 Sir Robin Ibbs and the Efficiency Unit -
a small team of civil servants and people from industry - began an
intensive fact finding exercise. The team consulted those who were
delivering government services, as well as those at the top who were
responsible for managing the Civil Service. They listened to managers
both in Headquarters and local offices. They asked former civil
servants about their reasons for leaving. They talked to private

companies and other public sector organisations.

They discovered that, although the main business of some 95% of the

Civil Service was to deliver services, operational efficiency attracted
"‘..,___——________,_-—-——"\

only a low priority among senior people compared with giving policy
advice to Ministers. Systems and attitudes were thought to be focused

e e °
more on avoiding errors which could expose officials and their

Ministers to criticism than on improving results.

The reason for this lack of attention to improving the delivery of
services was partly that Ministers’ huge workloads did not allow them
enough time to take a detailed interest in managing their Departments.
But it was also because the Civil Service was still largely governed by
a body of centrally laid down rules, even though it was too big and too
diverse to be managed as a single entity. Too often, these central
controls prevented local managers from being able to make decisions

in the best interests of their own operations.
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down further the monolithi centrally-cont:ii, d management
structure. But to bring this about, the _exw‘e—'é:t/idve functions must be
organised into visible units. There must be a paramount emphasis on
results, expressed in more than words. There must be overt and
meaningful delegation of personal responsibility to individual
managers. In short, there must be some palpable means of turning the
ideas intoreality. The instrument which the Efficiency Unit suggested

was an executive agerncy.
The agency idea

Under FMI, devolved budgeting had been introduced, and there had
been an effort to install performance measurement as standard
operational practice. Alongside this there had been some
decentralisation of personnel responsibilities, including, in 1987, the
introduction of more flexible pay agreements which gave managers
some discretion to adjust pay to respond to the diversity of Civil
Service work and the regional variations in the labour market. But
operation.. managers claimed that in many areas they still lacked the
freedom to manage that they needed to improve the delivery of their

services.

Sir Robin Ibbs and his team recognised the frustrations and sought to

tackle the root causes. First, they accorded prime importance to




results. and thus to the need to reorientate systems and attitudes to
focus on the delivery of services and, flowing from this, on the needs
of the recipients of those services - the customers - whether inside or
outside government. The idea of a ‘customer’ for government services
was, for some, quite new, but many people thought that, in highlighting
a wish to improve the way that services are managed, the Efficiency
Unit had correctly identified a deep vein of commitment to public
service among civil servants. Thus, improving quality of service by

better use of resources became a main theme of Next Steps.

Second, they recognised that, however much systems ~re changed, real
R ——

improvements depend on individuals being held personally responsible

for results. A sense of ownership and personal identification with the

e i

‘product’is essential to getting better performance. And this ‘ownership’

is more likely to be found in organisations which have a clear identity

M,

and a degree of autonomy. Many civil servants feel strong loyalty to

their local office or place of work, but few of them can relate as
meaningfully to ‘the Civil Service’ or even, sometimes . to their parent

Department.

The Efficiency Unit suggested that an Agency offered the most
practical way of organising work to take account of these realities.
They defined an ‘agency’ as a discrete area of work with a single,
named individual - a Chief Executive - in charge, with personal
responsibility to the Minister for day-to-day management. An Agency
is focused on and structured round the job to be done. The Minister

allocates resources to the Chief Executive and sets targets for the




results to be achieved. Alongside this, however, the Minister also
delegates the managerial independence, within the pre-set budget, to
decide how best to run the organisation and get the work done, with
appropriate rewards for success and penalties for failure.

The Efficiency Unit proposed that each Agency should operate within
a policy and resources framework set by Ministers. The aim was to
establish a more contractual relationship between the Chief Executive
and the Minister. Each Agency would be different and would have to
be set up individually, reflecting the wide variety of government

services. There could be no model or blueprint.

They also stressed the importance of preparing managers properly for
the job of managing the delivery of services. This meant, not only
giving them relevant and effective training, but also ensuring that they
had appropriate management experience and that they made asuccess
of it. It was equally important that staff in policy areas had a proper
understanding of the management of executive activities. The Efficiency
Unit suggested that the normal career pattern of senior civil servants
should in future include successful experience of both policy and

executive work.

The Agency concept was attractively straightforward. The underlying
principle, of a ‘bargain’ between the Minister and the Chief Executive,
with benefits for both parties as well as the customer, the taxpayer and
staff, was readily understood. It also seemed to follow on naturally

from previous initiatives, such as those stemming from the Fulton
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report, and the more recent FMI. Agencies were the logical “next
step” in the trend from a monolithic, centrally controlled Civil Service

to a more federal, varied structure.

Like the best tunes, the idea seemed familiar on first hearing. At the
same time, it offered a genuinely fresh and imaginative approach for
those delivering services. The role of the silent and often apparently
invisible majority of civil servants seemed at last to have been recognised
and, unlike previous reforms, it therefore seemed likely to be driven

‘bottom up’ rather than imposed ‘top down’.
The Next Steps Report

The Efficiency Unit presented its report “Improving Management in
Government - the Next Steps”, to the Prime Minister in the spring of
1987. Its persuasiveness lay not in the presentation of detailed
evidence but in its description of a state of affairs which many readers
said that they recognised readily from their own experience; and inan
analysis with which most of them instinctively agreed. The Prime
Minister welcomed the Report. She recognised the radical nature of
the reforms being proposed but felt that the benefits were worth
striving for. She was supported by the Cabinet Secretary and Head of
the Home Civil Service at that time, Sir Robert Armstrong (now Lord
Armstrong of Ilminster). Sir Robert and his senior colleagues then
began an intensive period of activity to work out how the Efficiency

Unit’s ideas were to be put into practice.




Preparation for launch

Departments were asked to identify functions which were suitable to
become Agencies. It seemed sensible to look first where the ideas
seemed to be most immediately appropriate, that is, in those areas
which already bore some of the most obvious characteristics of an
Agency. This meant executive functions which were already distinct
from the mainstream Departmental activities not calling for Ministers’
day-to-day involvement; and which already possessed - or had the
potential for - a degree of managerial independence and financial
autonomy. Some of the areas concerned were also already in the hands

of managers who seemed well fitted for the role of Chief Executive.

Throughout the Summer of 1987, Departments, together with the
heads of some of the potential cardidate organisations themselves,
worked to identify and prepare detailed proposals. Alongside this,
Some more general issues needed to be considered. The main one was
the degree of managerial autonomy and authority over resources
which could be delegated to Chief Executives without either eroding
Ministers’ accountability to Parliament, or imperilling the control of
public expenditure to which so much effort had successfully been
devoted in recent years. Reconciling greater delegation of authority.
with maintaining firm control of public expenditure has been a major
preoccupation throughout the project. The creation of Agencies was

also likely to have a profound impact on the centres of Departments

and generally on the residual Civil Service.
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By October 1987, when Ministers reassembled for the new Session of
Parliament following the general election, they were ready to endorse
the proposals for twelve initial candidates for Agency status. Although
not deliberately so chosen, these first candidates provided a good
illustration of the diversity of government work. They ranged from the
Queen Elizabeth II Conference Centre in the heart of Westminster
witha tiny staff of only 65, to the huge national network of Employment
Service offices employing over 35,000; and from the wholly commercial
operation of Her Majesty’s Stationery Office (HMSO), with an annual
turnover of £400 million and competing with private sector companies
for government Departments’ stationery and publishing business, to
the Meteorological Office - aunique, world-ranking centre of scientific
excellence. They included public services which were household
names, such as Driver and Vehicle Licensing and the Passport Office,

as well as the Resettlement Units, of which few people had heard.
A Project Manager

Bringing about change on the scale of Next Stepsinalocge, established
institution like the Civil Service takes an enormous effort of will and
commitment. Without top-level direction and support, the impetus for
change would soon evaporate, and the reforms would wither before
they had a chance to deliver the required results. One of the essential
ingredients in the Next Steps approach was the appointment of a
high-ranking Project Manager to foster and focus that effort. It was
agreed that a Second Permanent Secretary should be appointed to the

Cabinet Office as Project Manager and Head of the Office of the

e
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THE FIRST CANDIDATES FOR

A:;»GENCY STATUS

The Véhiéle In spe ectorate
Statutory safety testing of road vehicles

Driver and Vehicle Licensing
Licensing of road vehicles

Companies House
Statutory registration of commercial companies

Employment Service
Services and job placement for the unemployed

Meteorological Office
National weather forecasting

Non-nuclear Research Establishments
Defence research and technical services

Passport Office
Issue of travel documents

Her Majesty’s Stationery Office
Printing, publishing and office suprlies

Historic Royal Palaces
Presentation and care of London’s historic palaces

Royal Parks
Care of London’s Royal parks

Queen Elizabeth II Conference Centre
Secure international conference facilities

Resettlement Units
Hostels for those without a settled way of life

il

Staff numbers
1,600

5,400
1,100
35,600
2,600

15,000

300

600

600




Peter Kemp

Minister for the Civil Service (OMCS). The Project Manager would
report to the Prime Minister through the Head of the Home Civil
Service. A project management approach to administrative change
was unprecedented in the Civil Service, but it is generally agreed that

this has been a key ingredient of the success of Nex;Steps.

The Project Manager needed to have an intimate knowledge of the way
that Whitehall works, and in particular an ability to deal with the
Treasury’s concerns. He also had to have a good understanding of the
executive work of Departments and the way they are managed, as well
as the frustrations felt by operational managers when trying to deliver
results within the existing financial and administrative arrangements.
It was important to gain the respect both of policy makers and of
operational managers. A good relationship would also be needed with
the unions, whose co-operation would be important in bringing about
change without employee relations difficulties. Above all, the Project
Manager had to be able to communicate the Next Steps message: across
Whitehall; to people in Departments and prospective Agencies; to

Parliament; and more widely to the public at large.

A senior Treasury official, Peter Kemp, was selected for the job. He
had joined the Civil Service from the private sector, and was an
accountant by training. His career had not followed the usual ‘fast
track’ route through Ministers’ private offices. He was known as a

creative thinker, as well as a determined negotiator. - -
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LAUNGCH-

The announcement

By early 1988 there was considerable speculationamong civil servants
and in the press about the forthcoming changes. Inevitably, the
speculation outstripped reality. There were rumours of large-scale
privatisation and job losses; and about the break up of the unified Civil
Service. The Prime Minister’s announcement of the initiative in
Parliament on 18 February 1988 firmly dispelled these ideas. She said
that the Government had accepted the recommendation in the Next

Steps report that:

“,..to the greatest extent practicable the executive functions of
Government, as distinct from policy advice, should be carried out by
units clearly designated within Departments .. as ‘Agencies’.
Responsibility for the day-to-day operations of each Agency should be
delegated to a Chief Executive who would be responsible for
management withina framework of policy objectives and resources set

by the responsible Minister, in consultation with the Treasury.”

The Prime Minister said that the Government was committed to a
progressive programme for attaining this objective. She added that
Agencies would generally be within the Civil Service and their staff

would continue to be civil servants.
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THE PRIME MINISTER'S
STATEMENT TO THE

HOUSE OF COMMONS :
18 FEBRUARY 1988

I asked the efficiency unit to report to me on the progress of
management reforms in the Civil Service. It has produced a report,
“Improviug Management in Government: The Next Steps”. The report
finds that many Civil Service managers want to see further changes to give
more room and flexibility for the exercise of personal responsibility. The
reportrecommends, first, that to the greatest extent practicable the executive
functions of Government, as distinct from policy advice, should be carried
out by units clearly designated within Departments, referred to in the
report as “agencies”. Responsibility for the day-to-day operations of each
agency should be delegated to a chief executive. He would be responsible
for management within a framework of policy objectives and resources set
by the responsible Minister, in consultation with the Treasury.

It recommends, secondly, that the Government should commit
themselves to a progressive programme for attaining this objective; thirdly,
that staff should be properly trained and prepared for management of the
delivery of services whether within or outside central Government; and,
fourthly, that a “project manager” at a senior level should ensure that the
programme of change takes place.

The Government have accepted these four recommendations, which
will set the direction for further development of management reform in the
Civil Service. Each agency will be accountable to a Minister, who will in turn
be accountable to Parliament for the agency’s performance. These agencies
will generally be within the Civil Service, and their staff will continue to be
civil servants. The Government will develop a continuing programme for
establishing agencies, applying progressively the lessons of the experience
gained.

The Civil Service unions will be consulted about the setting up of
particular agencies. They will also be consuited if any change in terms and
conditions of civil servants is contemplated.

The ceatre of the Civil Service must be organised in a way which is
helpful to bringing about change. A permanent secretary in the Office of
the Minister for the Civil Service will be responsible, through the Head of
the Home Civil Service, to me for managing the process of change needed
to implement the recommendations.

T have placed copies of the efficiency unit’s report, together with a list
of executive functions that appear to be promising candidates as initial
agencies, in the Library and copies are available in the Vote Office.

ey —



Once announced, openness was to be a feature of the project. A press
- conference was held. Reactions were mixed: sceptics asserted that the
initiative would fizzle out, killed by the forces of inertia and the sheer
practical difficulties of making radical change in such ahuge institution.
Others thought that it might take off dramatically, breaking up the
umified Civil Service and leading to large-scale transfer of Government
activities to the private sector. Many ordinary civil servants were
simply determined to make it work, believing that it offered potential
for giving their ‘customers’ a better service, and for making their own

jobs more satisfying.
Accountability to Parliament

Under the principle of ministerial responsibility, civil servants
undertake their duties only in the name of Ministers who remain fully
accountable to Parliament for all their Departments’ activities. There
were some who were concerned initially that Parliament might feel
that making Chief Executives personally responsible for day-to-day
management of their Agencies might appear to erode this principle.
Early on, however, the all-party House of Commons Treasury and
Civil Service Select Committee (TCSC) took the view that creating
Agencies meant not abandoning the principle of ministerial
- accountability, but modifying it so that the Chief Executive who had
actually taken the decisions could explain them. in the first instance.
They said: “In the last resort, the Minister will bear the responsibility
if things go badly wrong and Parliament will expect him or her to put

things right, but the process of Parliamentary accountability should
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allow issues to be settled at lower levels wherever possible.” This
statement was very helpful in making clear that, provided the creation
of Agencies involved only administrative change within the Civil
Service, there was no threat to Parliamentary accountability. The
TCSC then went further, calling for Chief Executives to be made more
explicitly accountable for their perforfnance by giving evidence
themselves on behalf of their Ministers to Select Committees and by
being formally designated as an Accounting Officer for the Agency, an
appointment carrying responsibility for management as well as

financial propriety.
Privatisation

Another early concern was how Next Steps fitted in with the
Government’s policies on privatisation. The answer was that, before
Agency status was considered, activities were examined for their
suitability for privatisation or even abolition. ““Suitability” implies not
only that the activity in question has a saleable “product”, butalso that
the organisation concerned is marketable. Often, the second condition
cannot be satisfied even where the first can: many Civil Service
activities do not have the financial systems or business track-record to
render them commercially attractive, although introducing more

business-like arrangements could increase their marketability.

Candidacy for Agency status is not incompatible with privatisation,

but the Government said that, where there is a firm intention to

- 18




privatise, this would be made clear when the-Agency was launched, in
order to remove uncertainty. Nor does establishing an Agency rule out
the possibility of privatisation later. but it was generally accepted that
after the investment of considerable effort in setting up the Agency,

further immediate change was urilikely.




IMPLEMENTATION

The Scope for Agencies

Ne pre-determined limit was set on thz extent to which the Agency
approach was to be applied. The Project Manager’s remit was the
Prime Minister’s statement that Agencies were to be set up “to the
greatest extent practicable”. The Next Steps Report had talked in
terms of over 90% of the Civil Service being concerned with the
delivery of services, but it was neither possible nor desirable to set a
precise upper figure for the numbers of staff who would work in
Agencies, nor to predict how long the Agencies would take to set up.
The best course was to make a start and to move forward as rapidly as
possible. That did not mean that the first candidates were to be
regarded as a pilot exercise. They would be the first wave of a
progressive programme: progressive in the sense both that they were
the start of a continuing process of reform; and that the later Agencies
would build on and extend the achievements of the front-runners.
Dynamism was important. For individual Agencies, the launch was to
be the beginning of a process of continuous development, not the final

brick in an :rganisational restructuring.




The Project Team

The essence of the concept was that each Agency would be different,
its structure and operations tailored closeiy to the needs of its business.
There could be no single model. It was therefore important that the
arrangements for each Agency should be devised by the prospective
Agency itself and its parent Department. The Project Manager’s role
was essentially that of a catalyst, to develop the philosophy of Next
Steps and to help Departments make the best use of it; not to do the job
of setting up Agencies for them or prescfibe how it should be done.
The Project Manager began by asking Departments to draw up a list of
potential Agency candidates and to identify future prospects. They
were expected to look atall their activities and draw up acomprehensive
programme. It was important that Departments should put forward
their own proposals rather than have ideas imposed on them, although

the projectteam was prepared to challenge their views when necessary.

The Project Manager had a very small team - initially only 3 people -
to help him. There was a feeling of excitement and comradeship
among those who were setting up the initial Agencies. They believed,
as one Chief Executive later described it, that, in turning the Next
Steps idea into reality, they were genuinely breaking new ground. The
team’s only authority was that conferred on them as the Project
Manager’s representatives, but their role gave them unique access to
all parts of the Civil Service. Each member of the project team was
assigned toa group of Departments and Agencies with whom they built

up ciose contact. Itwasa two-wav process: the team’s knowledge of the
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problems Departments were encountering in trying to set up their

Agencies provided vaiuable feedback in developing further ideas.

In addition to the team, the Project Manager set up two other groups
to help him. Closestat hand was the Project Executive,a small working

group from the central departments - the Treasury, the Efficiency Unit
and the OMCS - which met weekly to think through some of the
across-the-board issues as they came up, and to make sure that there

was agreement about the way that progress was being made.

The Project Manager also met informally each month with the Project
Liaison Group composed of senior representatives from the main
Departments. Here, ideas could be exchanged before they were
worked up into firm principles. This helped to involve Departments
in the process of developing Next Steps policy and to get endorsement
of the Project Manager’s ideas. The aim was to foster support for and

a sense of purpose about Next Steps at senior level.

There has been a valuable contribution. too. from individual business
people. academics and professionals whom the Project Manager has
also invited from time to time to comment on the work, and on occasion

to participate in it at conferences and seminars.
Identifving and Setting up Agencies

Setting up an Agency involves several stages. It is necessary, first, to

take a fundamental look at the work in question and to decide whether

Q0



Press reaction to
Next Steps

The quiet revolution of i
Whitehall speeded up

MARGARET Thaicher 15
ascceiersuing her quiet
revoteuo of 1he cil ser.
e mth plant foe 3 furiher
30, " ..

sovernmens ments
cmployng 111,450 suafl, o
0% ou 9f 1he centeai Whte.
hall buresucracy by decom.
wng ireonandiog excoumire
penee.

The pame mimsier. 31
heao of the e
e 8 e 3 e

« becar.up m the rans of
s 8000 e -
vanse The ulimate saeect 1s

ceanommip win  cenral
iovenment.

AC ease bul ine co
s B o0 couse to
Seceme execauve aeencies
S+ ineend of nexi vear Suce
33 a toul of 33 aeencies

mpiov g,
235t servanes, Peier

3% Seauta 1 601
itz or Jobn Moore g t=e premer-

ot
~rham. The oy Seeved are no

Civil Service
shake-up hits
70,000 jobs

HE Pe
sesiescay sunaned j ey i Peer Remo. atp. 1 otn RESLrn EsubLinmmL
3 Tevolu. « uty SecTeGir £1 v Treasury 10 + the Roval Sighai ane Rader 5

THE TIMES FRIDAY FFORUARY 19 1988

mETMES W hitehall ‘must
put customer first’

15 THE DARZYJELEGRAPH. FRIDAY. FEBRUARY 19, 1N

The Baily Telegraph

1 RAISE WL 106M8 ¢ BSE L 11 26 00 Mk IHAK

o thene e, h:
)

e o e o ORI SCLCLITY IR
" vt e e et <o

e ot Wbt
e v toe nr.mm-m s
W

X iatuon 2 sh whn wems 00t un
s WUy 0 the 1Lnon Litee

it 5 s e 59 a0t drvores
IhexS KEY SONCY-MLERS 20O nInaES
o and it cwnasr probiems Tn
mtrince 4 mansE AL 00 TSR
Taning ewav sfum (NG CEAIR wit PCID
DravT e 10 munsiers

Keicrng o (¢ Whicnal i 1oc
devorving sdmuIraon 10 “ercEine
cnocs whose man:
conseaeratue trocdom 1o cecrun stat) and
durcer satt smotsude Lovil Serviee ruxcs
Mr Loce ssa 1 fulle encrt manv
permancni secreianes. o1 the lulure @
Cave soent tome sime working_
1k i n o o e wmed

B A

Keith Middlemas on how Whitehait could make itselt more open

First step to pubhc trust

e e e s

Sacinne

: Peter H..nnessv looks at the roie of the ex

onsumers

m1‘eating citizens as ¢
,/eli mana@ed state

5
mentation of The Vexs Siras, 3 TRE fian T

At 8 Ve 25ORGY WAL wowd 20 e amvng busmenEs

p_g,,- < v

s oo w14 4

g e

e gy o St £

Change for the better

onow
Gosernment 1s 10 20008 3 veesion of Su Robrn (bbs's

sromisiagan expiosian of anger

380 RIS 3 DEIAL I RIDY TESDECTS W

- -—v*aner P9 rein a snanaing on the Crin
a

onine oo ol o & Sader sinct casn
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it needs to be done at all. If not, it can be abolished. If the work is to
continue, Ministers must decide whether it could be better done in the
private sector or, if it is to remain in governmen:, whether it could be
carried out by a private firm under contract. If Ministers decide that
none of these alternatives is suitable, and that the function must remain
a government service, Agency status is considered. There are no
absolute rules about this. One factor to be taken into account is the
extent to which the executive function can be separated from
policy-making. The definition of what constitutes “policy” as opposed
to “executive” work was a matter of some discussion initially but, as
with many aspects of Next Steps, it has not proved difficult when dealt
with pragmatically, case by case. In practical terms, although Ministers
are responsible for all the functions of their Department, a great deal
of work does not routinely require their direct involvement. On this
basis, a very high proportion of government activities can, in principle,

be run on an agency basis.

Size is neither a barrier to nor an indicator of suitability for Agency
status. The first 12 candidates included the Employment Service with
over 35,000 people, and the Queen Elizabeth II Conference Centre
which accounts for only 65. There is a managerial, financial and
operational separation between an Agency and its parent department,
although the degree will vary, In some cases, such as the Passport
Office. there is an income from customers which can pay for the
service, wholly or in part, without depending for resources on the
parent Department. In other cases, such as the distribution of state

unemployment benefits, there can be no possibility of charging for
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services, but it is nonetheless possible to envisage setting a financial
limit within which the Agency has the freedom to manage without

recourse to the parent department.
Framework Documents

Framework documentsarea key component of the Next Steps approach
and a great deal of time and effort is spent in getting them right. They
are the tangible sign of the Agency’s status and of the Chief Executive’s
independence. They reflect. in style and substance, the individual
nature and tasks of the organisation concerned. They are published,
for the information of Parliament, staff, customers and the wider
public. They make an important contribution to more open government
and to making quite clear where responsibilities lie. Although not
legal documents they contain certain durable elements which underline
the two-sided nature of the relationshi p between the Chief Executive

and the Minister. These include: -

the Chief Executive’s responsibility to Ministers

- the Agency’s aims and objectives

- the services provided

- e financial arrangements, including financial
objectives, planning, reporting and

accounting

- pay and personnel arrangements




The documents are reviewed at regular 3-year intervals and more

frequently if policy or other changes require it.

Writing the framework document has become the instrument for
devising and negotiating the Agency’s management arrangements,
and calls for much hard thinking about the nature and role of the
organisation. In principle, Agencies should have the maximum
possible freedom to manage. Some Chief Executives develop ‘wish
lists’, drawn up in consultation with their staff, of the changes they
believe they need to improve their businesses and therefore ‘wish’ to
see introduced. Items on these lists range from we freedom for the
Agency to purchase its own reprographic equipment, to providing
additional services on Saturdays; from group productivity schemes to

a completely new pay and staffing structure.

The Treasury’s concern was - and remains - that Agencies should be
set up on a sound basis which ensures proper and enduring control of
public expenditure; and the delivery of demonstralle improvements
in performance. The Treasury looks at Agency proposals rigorously

in order to ensure that:

- the level of resources to be made available is appropriate for

the task;

- there are adequate financial management and control
systems.and satisfactory planning, reporting and accounting

arrangements;




- initial performance targets are set by Ministers for the
improved results, both financial and quality of service,
which Agency status are expected to deliver, and that

there are satisfactory ways of measuring them.

Agencies are expected to bid ambitiously for authority and freedom to
manage, but their proposals must be soundly based. Setting up an
Agencyisintended to bring abouta tangible improvementin efficiency
and effectiveness, but the Agency creation process must not be so
daunting that Departments are deterred from embarking upon it.
Without real change, all that will result is what the Project Manager
described as ‘badge engineering’ - changing the label but leaving the

product untouched.
Chief Executives

The role of the Chief Executive is central to the success of Next Steps.
Chief Executives are expected to be different from the traditional
breed of civil servant. They will have a higher public profile than most
other civil servants, even though some or them will be relatively junior

in conventional terms. Many of the qualities and skills required,

including proven management ability and business competence, are

similar to those required of the head of a successful commercial
business, and it was expected that some Chief Executives would be

recruited from outside the Civil Sevice.

On the other hand, a criticism in the Ibf)s Report had been that most
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senior civil servants lacked management experience; and fundamental
to the Next Steps philosophy was the view that there should be a
widespread interchange of staff between the centres of Departments
and Agencies. Ifin future the road to the top was to include successful
management experience, many Chief Executive posts would havetobe
filled by insiders. In order to be sure of getting people with the
necessary qualities, therefore, it seemed right to open up recruitment
to as wide a field as possible and thus, in most cases, to advertise openly
so that civil servants and outsiders could both apply. Increasingly,
open competition is the normal method of recruiting Chief Executives.
So far, there have been 28 open competitions, from which 14 of the
Chief Executives have been appointed from outside the Civil Service.
The occasional recruitment of outsiders for special jobs had in fact
been going on steadily for several years, and a further 6 Chief
Executives had already been appointed in this way before their
organisations became Agencies. Open competitions have also bee