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Correspondence and Other Papers Relating to the Review

PRIORITY FIVE

KEY COMMITMENTS

Include Social Clauses in public procurement
contracts for supplies, services and construction (DFP)

Establish the new 11 council model for Local

Government by 2015 (DOE)

We will make the Education and Skills Authority

operational in 2013 (DE)

Agree any changes to post-2015 structures of

Government in 2012 (OFMDFM)

2012/13

Develop a
Procurement
Guidance Note on
social clauses

Modify the
Procurement
Board Strategic
Plan to
incorporate
targets for the
implementation of
social clauses by
Departments

Progress
legislation (to
include Local
Government
Reorganisation
Act) and a
programme
structure
necessary to
manage change

Bring forward for
scrutiny and
approval by the
Assembly, the
legislation
necessary to
establish a single
education
authority

Take forward the
organisational,
financial and other
actions necessary
to prepare for the
establishment of
the ESA, and for
winding up the
eight existing
bodies it will
replace

Consider relevant
reports from the
Efficiency Review
Panel and
Assembly and
Executive Review
Committee

Engage with UK
Government on
any necessary
amendments to
Westminster
legislation

MILESTONES / OUTPUTS

2013/14

Monitor
implementation

Arrangements in
place for the
shadow Councils

Deliver Year 2 of
implementation
programme

Take forward
structural,
financial and
other actions
required for
establishing a new
non-departmental
public body and
for winding up
existing Non-
Departmental
Public Bodies

Introduce any
necessary
Assembly
legislation to
implement
agreed changes

Monitor
implementation

Arrangements in
place for the
transfer of powers
to councils

Single Education
Authority
established and
fully functional

Complete
administrative and
legal preparations
for post-2015
structural changes
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1

a A~ W N P

Background

This briefing note highlights key issues and developments relating to the number of MLAs
in the Assembly, number of government departments and the relevant legislation. It also
provides a brief description of the current arrangements in Scotland and Wales and gives
an overview of proposals to reduce the number of Parliamentary constituencies, which will
impact on the number of Assembly seats.

A potential reduction in the numbers of MLAs and government departments was considered
by the Committee on the Preparation for Government which met between June and October
2006. As part of its remit, the Committee considered each element of the institutions arising
from the Belfast/Good Friday Agreement. Its report, ‘Report on Institutional Issues’, was
published in September 2006. Furthermore, the Assembly has come under increased scrutiny
following the Westminster expenses scandal, particularly from sections of the Northern
Ireland press.

The size of the Assembly

Section 33 of the Northern Ireland Act 1998 states that six members shall be returned from
each of the parliamentary constituencies in Northern Ireland. A 108 member Assembly is
more than twice the size of the old Northern Ireland house of commons and 30 more than
the 1974 Assemblyt. The 1995 Framework Documents envisaged about 90 members being
returned to a local Assembly, equating to five-seat constituencies. Senator George Mitchell
and his co-chairmen who chaired the talks that led to the Belfast Agreement recommended
increasing the number of seats per constituency from five to six or having a top-up of 10 to
20 seats. The intention behind this was to provide greater opportunities for smaller parties to
be represented?.

In 2006 Committee on the Preparation for Government “agreed that the number of MLAs
should be reduced and that this matter should be subject to mechanism/Institutional
review”3. During the discussions, some for the reasons put forward for this included:

B 108 members was too many in light of the RPA recommendations to enhance the role of
councils

®  The number of MLAs was unwieldy compared to the size of Northern Ireland’s population

B Concerns about the high number of elected representatives in Northern Ireland*

Speaking in September 2009, the First Minister said that reducing the number of
departments and number of MLAs could save millions of pounds. He went on to say that
the public would question why cuts to front line services were being made while the political
bureaucracy remained intact®.

Comparison with Scotland and Wales

In terms of population, the number of MLAs is disproportionately higher when compared to
the number of elected representatives in the National Assembly for Wales and the Scottish
Parliament. In response to an Assembly question asked in June 2010 regarding the number
of Assembly members, the Office of the First and deputy First Minister gave the following
response:

In terms of numerical comparison, the people of Northern Ireland have, per capita,
more MLAs than their counterparts in Scotland and Wales in respect of their equivalent

Austen Morgan The Belfast Agreement: a practical legal analysis, Belfast Press 2000

As above

Committee on the Preparation for Government, ‘Report on Institutional Issues’, September 2006
As above

‘Robinson plans cull in department numbers’, The Irish News 18 September 2009
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institutions. Scotland, for example, with a population of just over 5 million, elects 129
members to the Scottish Parliament which, if translated to Northern Ireland, would
suggest that the Assembly should have around 43 rather than 108 members. Using

the Welsh example, the equivalent figure would be 35. Clearly, however, any future
consideration of the optimum size of the Northern Ireland Assembly would require
consideration of a wide range of issues other than numerical comparisons of this nature.
However, the United Kingdom Government has announced its intention to bring forward
legislation to provide for a reduction in the number of seats in the House of Commons
and more equally sized parliamentary constituencies; and that the Boundary Commission
will be empowered to draw up the new constituencies during the current Parliament...any
reduction in the number of these constituencies would have a direct impact on the future
size of the Assembly®.

The cost of the Northern Ireland Assembly compared to the Scottish
Parliament and the National Assembly for Wales
The following table compares salaries and other costs of elected representatives in Northern

Ireland, Scotland and Wales. The figures for Northern Ireland and Wales are based on
accounts for 2009-10 and the figures for Scotland are based on 2008-09.

Table 1: Costs relating to elected representatives in the Northern Ireland Assembly,
Scottish Parliament and National Assembly for Wales

Northern Ireland National Assembly for
Assembly* Scottish Parliament? Wales?®

Salaries (£m) 6.9 10.4 6.1
Other costs (£m) 9 10.5 7.1
Total (£m) 15.9 20.9 13.2

Notes:

1 Northern Ireland Assembly Resource Accounts year ending 31 March 2010

2 Scottish Parliamentary Corporate Body Annual Accounts 2008-09

3 National Assembly for Wales Annual Report and Statement of Accounts 2009-10

It should be noted that the statements of accounts do not provide the exact same information under
‘Other costs’. For example, the Northern Ireland Assembly lists £784,000 for ‘Party Allowances’ under
other costs, which is not included in either the Scottish or Welsh accounts.

The Parliamentary Voting and Constituencies Bill

On 22 July 2010 the coalition government at Westminster introduced a Bill providing for a
referendum on the voting system to be used at future Parliamentary elections and a reduction
in the number of Parliamentary constituencies to 600. If passed, the legislation will require
the four Boundary Commissions in the UK to review the existing arrangements and submit
their reports before 1 October 2013. The Bill does not allow for a separate determination of
Assembly and Westminster constituencies, so any changes to the number of constituencies
in Northern Ireland will automatically impact on the number of MLAs returned to the
Assembly. The Bill contains technical arrangements to allow for more variation around the
number of electors per constituency, given the relatively small the size of Northern Ireland.

Assembly question asked on 10/6/10
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During a debate on a Westminster Private Member’s Bill introduced in 2006-07 (Parliamentary
Constituencies Bill (Amendment) Bill), it was speculated by Lord Baker of Dorking’ that
Northern Ireland would emerge with 15 Parliamentary constituencies following any future
review. This would translate to 90 MLAs.

Scotland and Wales

In 2001 the Scotland Office launched a consultation on the size of the Scottish Parliament.
The consultation was a result of a provision contained in the Scotland Act 1998 that any
reduction in the number of Scottish constituencies at Westminster would automatically
reduce the number of MSPs. In 2002 the Boundary Commission for Scotland published
provisional recommendations that would have reduced the number of Scottish Westminster
constituencies from 72 to 59. As a consequence, the number of MSPs would have been

cut from 129 to 104. During the passage of the Scotland Act 1998, the Government gave a
commitment that it would listen to any concerns individuals or organisations may have had
about a reduction in the number of MSPs. In a statement on the consultation to the House of
Commons, the then Secretary of State for Scotland commented:

Two strands emerge from the consultation. First, there is the need for stability. Among
the civic and representative bodies that responded, the overwhelming view was that the
Scottish Parliament should continue to operate with the present number of MSPs. The
argument was put that a reduction would cause difficulties, especially to the Committee
system, and that it would be unwise to destabilise the Parliament so early in its life by
reducing its numbers. The respondents stated that a reduction would adversely affect
the Parliament’s scrutiny of legislation and the Executive’s capacity to conduct inquiries
or initiate legislation. They claimed that any reduction in the numbers of list MSPs would
reduce proportionality and that the current structure should be maintained to give a
proper balance of representation. Secondly, it was acknowledged, not least by electoral
administrators, that difficulties could arise if the boundaries for Westminster and Holyrood
were not coterminous. Confusion could be caused to voters and there would be problems
for political parties in relation to their organisation®.

With regards to the potential impact on the Committee system, respondents to the
consultation had raised the issue that “even given the present number of MSPs, they were
under strain to scrutinise, research and legislate”®. The Scottish Parliament (Constituencies)
Act 2004 removed the link between constituencies for the Scottish Parliament and those for
Westminster, meaning that the reduction in Scottish Westminster constituencies to 59 did
not affect Scottish Parliament constituencies. A similar decoupling between Westminster and
Assembly seats in Northern Ireland would require a change to Section 33 of the Northern
Ireland Act 1998.

Furthermore, the findings of the Calman Commission, which was set up to review the
workings of Scottish Devolution, reported in 2009 that “although (the Commission) received
some representations...suggesting that there are too many MSPs, we have not seen anything
to convince us of a case for change”*.

The Commission on the Powers and Electoral Arrangements of the National Assembly for
Wales (the Richard Commission) was appointed in July 2002. Its job was to examine the
powers and electoral arrangements of the Assembly and to produce an independent report.
One of its recommendations was that the Assembly should receive enhanced law-making
powers and that the number of Assembly Members should therefore be increased from 60 to

HL Deb 18 May 2007 vol.692 ¢399
Hansard 18 December 2002 ¢859-60
Responses to the ‘size of the Scottish Parliament — a consultation’, Scotland Office 1 December 2002

Serving Scotland Better: Scotland and the United Kingdom in the 21st Century, Commission on Scottish Devolution,
final report, June 2009
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80 to deal with the anticipated increase in workload. In the event, the Assembly did receive
enhanced powers but there was no concurrent increase in the number of AMs.

The Additional Member System (AMS)

Both Scotland and Wales use the Additional Member System to elect their respective
institutions. AMS gives voters two votes — one is to elect regional members, the other is for a
constituency MSP/AM. The system is designed to ensure that, as far as possible, the share
of MSPs/AMs in reflects the share of votes cast for each party.

Table 2: Regional and constituency members in the Scottish Parliament and National
Assembly for Wales

Scottish Parliament National Assembly for Wales
Number of regional members 56 (8 regions) 20 (5 regions)
Number of constituency 73 40
members
Total 129 60

The reviews of devolution and the devolved institutions in Scotland (the Calman Commission)
and Wales (the Richard Commission) examined the AMS system. Some of the perceived
advantages and disadvantages were similar. AMS was credited as being more proportional
than FPTR However, in both Scotland and Wales there was criticism that AMS created two
types of member the single constituency member and the regional member who is one of
four representatives covering the region which includes the constituency. The Calman report
pointed out that regional MSPs were seen as having less legitimacy and could cherry-pick
popular issues without having to carry the burden of constituency work:.

Reducing the number of MLAs — issues to consider

The argument that reducing the number of MLAs would be a good idea is a popular and easy
argument to make, especially in terms of the number of MLAs in relation to population size.
However, less consideration has been given to the implications a reduction would have on
the work of the Assembly. Some of the issues that might potentially arise can be found in
responses to the 2001 Scotland Office consultation on the size of the Scottish Parliament,
which reflect a number of concerns about a potential reduction in the number of MSPs:

m A smaller Parliament would mean less MSP time available to carry out the busy schedule
currently undertaken by MSPs

m  MSPs discharge a variety of functions, including constituency business, plenary business
in the Chamber, membership of the Parliament’s Committees and other commitments
such as cross-party groups. The Scottish Parliament being unicameral - with only a single
Chamber - meant that the role of MSPs, and in 10 particular the Committees, was crucial
in scrutinising and improving the quality of legislation. A reduction in numbers would
undermine the ability of MSPs to discharge these various roles effectively*2.

Consideration would also need to be given to the impact a reduction in the number of MLAs
would have on the ability of smaller parties to secure representation. However, it could

be argued that smaller parties have fared less successfully since the election of the first
Assembly in 1998.

‘Serving Scotland Better: Scotland and the United Kingdom in the 21st Century’, June 2009

Scotland Office, ‘Responses to the ‘Size of the Scottish Parliament — a consultation’, December 2002
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3 Number of government departments

Section 17(4) of the Northern Ireland Act 1998 allows for up to 10 Ministers with
Departmental responsibilities, although this can be amended. For example, the Northern
Ireland Act 1998 (Amendment of Schedule 3) Order 2010 allowed for the transfer of policing
and justice functions. Under section 21(3) of the 1998 Act a department under the First

and deputy First Minister is not included in the ‘up to 10 Ministers’ figure. The current
number of government departments was arrived at following inter-party negotiations, primarily
between the UUP and SDLR which were concluded on 18 December 1998*3, The Departments
(Northern Ireland) Order 1999 established new Northern Ireland Departments and renamed
some existing departments. The six departments at the time of the Belfast Agreement were
agriculture, economic development, environment (Northern Ireland), education, health and
social services, finance and personnel.

The Report on Institutional Issues emanating from the Committee on the Preparation for
Government agreed that there was a need to re-examine the number of departments to
ensure effectiveness and value for money, although it also recognised the benefit of the
current arrangement which enabled some issues to receive greater focus that might not
otherwise have been possible with a smaller number of larger departments.

Scotland

The Scotland Act 1998 allows for a First Minister who may appoint Ministers following the
approval of the Monarch. Following devolution, there were initially 22 Scottish Ministers (of
whom eleven were in the Cabinet). However, when the SNP was returned to power in 2007 it
sought to reduce the weight of departmentalism and cut the number of Cabinet Ministers to
six to provide greater cohesion and strategic direction, with 10 other Ministers below them.
The SNP also abolished the old departments and replaced them with directors general in
charge of directorates. The directors general have policy responsibilities for specific fields
but also a cross-cutting remit in relation to key Government objectives. They are answerable
directly to Ministers®.

Wales

The provisions of the Government of Wales Act 2006 allow up to 12 Welsh Ministers and
Deputy Ministers. The Welsh Assembly Government’s Departments are arranged under seven
Director Generals. Director Generals are members of the Senior Civil Service and are
responsible for ensuring joined-up working across Welsh Assembly Government Departments.

4 The Efficiency Review Panel

The St. Andrew’s Agreement allowed for the establishment of an Efficiency Review Panel to
examine the workings of the Assembly. The Agreement stated that:

The First Minister and Deputy First Minister would appoint an Efficiency Review Panel, to
examine efficiency and value for money of aspects of the Strand One institutions. The FM/
DFM would put to the Assembly for approval proposals for the panel’s remit, which might
include the size of the Assembly and the departmental structure. The Panel would take
into account as appropriate the work of the Review of Public Administration. The Panel’s
report would be considered by the Executive and Assembly, and, where agreed changes

13 Statement from the Office of First Minister (Designate) and deputy First Minister (Designate) 18 December 1998

14 Michael Keating, The Government of Scotland: public policy making after devolution (2nd edition), Edinburgh
University Press 2010
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required legislative steps outside the scope of the devolved institutions, by the British
Government in consultation as appropriate with the Irish Government?®,

On 9 April 2009 OFMDFM released a statement saying that after Easter of that year it was
their intention to bring forward proposals for the creation of an Efficiency Review Panel for
approval. It went on to say that the Panel would report later in 2009.

The announcement by OFMDFM on the creation of the Efficiency Review Panel was reported in
the press as being likely to lead to a reduction in the number of government departments?®.
Furthermore, the Programme for Government 2008-11 promised to review the overall number
of Government Departments by 2011.

A number of Assembly questions have been put to OFMDFM on progress in appointing the
Efficiency Review Panel and/or its work. In answer to the last question asked on 2 June
2009, OFMDFM repeated that it intended to put forward proposals soon on the creation

of the Panel and still expected it to report later in 2009. However, to date the Efficiency
Review Panel has not been established. The latest communication from OFMDFM states that
“membership, terms of reference and work programme are under consideration”?’.

Efficiency savings in the Republic of Ireland — An Bord Snip Nua

In 2008, the Government in the Republic of Ireland appointed the Special Group on Public
Service Numbers and Expenditure Programmes in the Republic of Ireland (commonly known
as An Bord Snip Nua) to identify and recommend cuts in public spending. Its report was published
in July 2009 and identified savings of approximately €5b across government departments.

It further recommended the closure of the Department of Community, Rural and Gaeltacht
Affairs, stated that the need for a Department of Arts, Sports & Tourism should be ‘critically
examined’. The report was met with substantial criticism from trade union and other
representative groups. However, the Taoiseach said that no area could be immune from cuts?®.

St. Andrew’s Agreement, October 2006, www.nio.gov.uk/st_andrews_agreement.pdf
‘Stormont Downsize Proposal Mooted’, News Letter 9 April 2009

E-mail from OFMDFM 17 August 2010

The Irish Times, Cowen: ‘No ‘Bord Snip’ cuts ruled out’, 17 July 2009

334



Assembly Research and Information Service Papers

Northern Ireland
Assembly

Research and Information Service
Research Paper

Paper XXX/XX 4 September 2012 NIAR 592-12

Ray McCaffrey & Tim Moore

Machinery of Government

Departmental Arrangements

NIAR 592-12

The term ‘machinery of government’ describes a variety of organisational or structural

aspects of government, most commonly the number and names of government departments
and ministerial portfolios. This research paper outlines the principles upon which machinery
of government arrangements are made and addresses the arrangements existing in the UK,
Ireland and elsewhere. In particular, the paper examines the move towards a more thematic

approach to arrangements in Scotland and Wales and explores the potential for change in
Northern Ireland.
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Executive Summary

Principles of machinery of government changes

Machinery of government relates to the structural organisation of government, including the
allocation of functions and the number of departments and ministerial portfolios. Modern
attempts to define how government should be structured in the UK date back to the Haldane
Committee in 1918, which recommended that the UK Government should be organised
according to the services to be performed, for example separate ministries for health,
education defence etc.

The idea that government should be arranged according to the ‘function’ or ‘purpose’
principle became dominant in most central governments — ‘All responsibility for a single
function should be placed in a single unit’. In the context of the UK Government, the
fundamental structure has remained largely intact despite changes to individual departments.
The structure has been criticised for fostering a ‘silo’ mentality within departments at the
expense of a joined-up approach that might, it is claimed, lead to the more effective delivery
of government services.

Reasons for machinery of government changes
® There are five main reasons why governments might undertake organisational change:

B Enabling a clearer focus on areas of government priority
B Promoting greater coordination between policy areas

®  Achieving broader political objectives

B Achieving greater levels of efficiency in the public sector

®  Taking action to address underperforming departments

Westminster

The Prime Minister is responsible for the organisation of Government and the allocation of

functions between Ministers. A Transfer of Functions Order is usually laid before Parliament
to give effect to the changes. However, in many instances the Order is laid after the actual

changes have taken place.

The process by which machinery of government changes are made is not without its critics,
with three major concerns having been identified:

®  No time to plan for changes
® |ack of funding

m Qverloaded staff

Republic of Ireland

Article 28 of the Constitution of the Republic of Ireland (Bunreacht Na hEireann) sets the
range of the permissible number of Ministers in the Irish Cabinet, which cannot fall below
seven or exceed 15.

In 2003 the All-Party Oireachtas Committee on the Constitution published a series of
progress reports looking at various aspects of the Constitution. It recommended no change
to the range of Cabinet Ministers and stated that matters such as the allocation of portfolios
and relations between departments were matters best left to legislation.

A number of reforms relating to the structure of government have taken place in the Republic
in recent years, including the new Department of Public Expenditure and Reform.
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Scotland, Wales and Northern Ireland

Devolution has offered the devolved executives an opportunity to move away from the
Westminster model, with the Scottish Government in particular attempting to implement a
more coordinated, cross-cutting approach to policy delivery.

The current departmental structure in Northern Ireland lies in the inter-party negotiations
following the signing of the Belfast (Good Friday) Agreement. As a result, the old six department
structure under the Northern Ireland Office was supplemented with a further five!, with some
existing departments being renamed.

The basis for the current devolved administrations lies in the respective legislation establishing
each institution: The Scotland Act 1998, the Government of Wales Act 1998 (and later the
2006 Act) and the Northern Ireland Act 1998. The Scottish and Welsh legislation allows the
First Ministers relative freedom in choosing ministers, while the consociational nature of the
settlement in Northern Ireland is reflected in the use of the D’Hondt mechanism to appoint
ministers. The Northern Ireland Act 1998 does allow the First Minister and Deputy First
Minister acting jointly to determine the number of Ministerial offices to be held by Northern
Ireland Ministers, but this entails re-running the D’Hondt mechanism for all Ministerial offices
(the Minister for Justice is currently appointed under a special arrangement which is separate
from D’Hondt). The number of departments is set at 10, but the Secretary of State may by
Order increase the number of departments. The 1998 Act also allows for the appointment

of junior ministers. The source of the current structure of government lies in the interparty
negotiations following the signing of the Belfast (Good Friday) Agreement. The result of these
negotiations was the old six department structure, under the Northern Ireland Office, being
supplemented with a further five departments?, with some existing departments being renamed.

In some respects, the administrations in Scotland and in Wales (from 2006) have attempted
to depart from the traditional Westminster model by creating cross-cutting or thematic
departments. This in part reflects a desire, particularly in Scotland, to deliver a new type

of politics distinct from Westminster and create a more focused method for delivering

the policies of the Government of the day. It is important, however, not to overstate these
changes — both Scotland and Wales still mirror the UK Government in key aspects, such as
Cabinet-style administrations and the right of the First Minister to choose ministers.

The Scottish National Party (SNP) undertook a significant reconfiguration of government
following the 2007 Scottish Parliamentary election. Departments were replaced with
directorates based on five strategic objectives. This not only reflected the priorities of the
incoming government but was also motivated by First Minister Alex Salmond’s desire for a
smaller, more focused Cabinet. Further reform followed in 2011 when the SNP was returned
as the majority party and chose to redefine its policy objectives.

Beyond the UK, the Flanders government provides another example of coordination between
departments distinct from the Westminster model. There the political responsibility for

the functions within one department may lie not only with more than one minister but with
ministers from different political parties.

There is no definitive right or wrong way to design an Executive/Cabinet and departments.
Often, the key consideration will be political expediency rather than detailed planning as to
which arrangement would deliver the most effective method of policy implementation.

http://www.legislation.gov.uk/nisi/1999/283/pdfs/uksi_19990283_en.pdf
http://www.legislation.gov.uk/nisi/1999/283/pdfs/uksi_19990283_en.pdf
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Key points

The term Machinery of Government describes a variety of organisational or structural aspects
of government, most commonly the number and names of government departments and
ministerial portfolios.

Addressing machinery of government change means addressing a number of questions.
®  On what principle should the work of government be divided up?

B How many departments should there be?

m  What should these departments be called?

®  What arrangements for political accountability for the functions of these departments
should be in place?

There are no right answers to these questions and it has been argued that if there is an ‘iron
law’ regarding machinery of government change, it is that ‘political convenience will override
any other consideration’s.

The machinery of government examples identified in this paper are contingent on a range

of factors particular to each jurisdiction. The arrangements in Scotland and Wales reflect
attempts of recently established modern administrations to move from more traditional
arrangements, albeit within the constraints imposed by legislation. The extent to which
Northern Ireland can do likewise is constrained by the unique legislative provisions relating to
the establishment and operation of government which are contained in the Northern Ireland
Act 1998.

3 Jordan G (1994) The British Administrative System: Principles versus Practice.
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1

Introduction

This research paper was commissioned by the Assembly and Executive Review Committee
to inform its work in reviewing the number of Northern Ireland government departments.

It provides information on the structures of government in the UK and Republic of Ireland,
including the origin of these structures. It also examines how the Scottish and Welsh
administrations have evolved to move away from the traditional Westminster structure that
existed pre-devolution. Finally, it highlights examples from other jurisdictions outside the UK
and Ireland.

The paper begins by addressing the form and function of government, including various
models that have been used to describe the relationship between the allocation of functions
and organisation of departments.
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Machinery of Government

Principles for allocating functions

Changes to the allocation of functions or number of government departments are commonly
known as changes to the ‘machinery of government’. This term “describes a variety of
organisational or structural aspects of government, most commonly the number and names
of government departments and ministerial portfolios”4.

A commonly accepted feature of organisational design is that form should follow function,
and this applies equally to the machinery of government®. The first modern attempt to
define how government should be structured was the Machinery of Government Committee
(also known as the Haldane Committee). The Committee was appointed to ‘’enquire into
the responsibilities of the various Departments of the central executive Government and
to advise in what manner the exercise and distribution by the Government of its functions
should be improved®”.

The Haldane Committee attempted to define the principles upon which the functions of
departments were to be determined and allocated and proposed two possible methods for
achieving this:

1. The principle of allocating functions according to the persons or classes to be dealt
with; or
2. Allocation according to the services to be performed.

The Committee’s report rejected the first option on the basis that it would be too difficult to
limit the number of individual departments that would be needed to cover all possibilities.

In favouring the second option, the Report pre-empted future debates around ‘joined-up’
government when it recognised that a department could not operate in isolation “such was
the need for co-operation between Departments in dealing with business of common interest”’.

The next notable attempt to define the relationship between functions and departments came
in 1937 in the United States. Four categories were put forward:

®  Purpose: such furnishing water, crime control, provision of education
B Process: engineering and medicine

m (Clientele served: immigrants, veterans, Indians, forests, mines, parks, orphans, farmers,
the poor

B Place where service is rendered: this could be a state, city or other region or it could be a
building, such as a school®

Grouping functions

According to some observers “The function (or purpose) principle...has become the dominant
principle of organisation in most central governments”. Within this principle four criteria® for
efficient grouping have been identified:

KPMG ‘Machinery of Government: current arrangements of Australian Government’, April 2012

Asian Development Bank, ‘To Serve and to Preserve’, 2001

Nuffield University ‘Machinery of Government Reform: Principles and Practice, 1992:

Haldane Report 1918

L Gulick and L Urwick (eds) ‘Papers on the Science of Administration’, Institute of Public Administration, 1937

Asian Development Bank, ‘To Serve and to Preserve’, 2001
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11
12

Table 1: Principles for organisation of government

Principle Comment
Non-fragmentation All responsibility for a single function should be placed in a single unit
Non-overlap No two departments should have the same authority to act in the same

circumstance

Span of control Involves grouping functions in manageable organisational sizes and
tailoring the workload to the capacity of the minister and his chief officials

Homogeneity No single administrative unit should attempt to perform heterogeneous
functions or to serve competing purposes (this is related to the principle
of non-fragmentation)

Limitations of the function principle

Although reform has taken place and machinery of government changes are fairly regular, pre-
devolution there had been no attempt in the UK to move away from the fundamental structure
of each department carrying out a distinct set of functions. However, some have argued

that “the result has been a culture of thinking and working inside departmental cages and

a defensiveness about functional turf which still bedevils British government’s effectiveness
despite innumerable efforts to contain, combat or undermine it”*°. This is despite numerous
attempts to foster a more coordinated approach among departments. It has been suggested
that such efforts are likely to fail because “The system is fundamentally designed to
administer discrete functions and that design defends itself against even the most robust
attempts to bring functions together”*.

As the paper explores below, devolution has witnessed attempts by the Scottish and Welsh
administrations to break with the traditional Westminster model, characterised by function
based departments, the political responsibility for which lies with a secretary of state.

Why do machinery of government changes occur?

There are a number of reasons that can be put forward to explain machinery of government
changes and in many cases the following factors may overlap to explain a government’s
decision to reorganise!?:

Demos, ‘Holistic Government, 1997: www.demos.co.uk/files/holisticgovernment.pdf?1240939425
Demos, ‘Holistic Government, 1997: www.demos.co.uk/files/holisticgovernment.pdf?1240939425

KPMG ‘Machinery of Government: current arrangements of Australian Government’, April 2012
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Table 2: Drivers for change in machinery of government

Driver for Change

Comment

Enabling a clearer focus on areas of
government priority

Structures of government change over time as new and
emerging policy areas rise to prominence at the expense
of others

Promoting greater coordination between
policy areas

For example, departments can be merged to deliver a
more coordinated approach to complex policy areas. This
is a move away from departmental ‘silos’ towards a more
joined-up approach.

However, there are drawbacks to this; a large department
containing a large number of discrete functions may still
contain strong internal silos, which can prove resistant to
change and difficult to coordinate

Achieving broader political objectives

This could reflect the dynamics within Cabinet, for
example ministerial reshuffles.

An Institute for Government study looked at UK machinery
of government changes and found that almost half (48%)
were attributable to political influences, 29% were driven
by service delivery concerns and the remaining 23% were
linked to policy decisions.

Achieving greater levels of efficiency in
the public sector

This is driven largely by the desire for savings in public
finances. Larger but fewer departments result in
economies of scale i.e. combining back-office support
services, regional offices and call centres previously
delivered across multiple separate departments.

Taking action to address
underperforming departments

A department that has failed in service delivery may be
abolished and a new department with the same functions
could be established (albeit with a new leadership team).
In doing so, the Government appears to have taken
decisive action to address a problem, whether real or
perceived.

Framework for machinery of government changes

An analysis of current machinery of government arrangements sets out four main options
available to governments engaging in reallocation of functions or reorganisation of

departments:

m  Establishing a new government department or agency

B Abolishing an existing department or agency

B Changing the name of an existing department or agency

B Moving certain functions between departments or agencies, or amalgamating whole
departments or agencies (more common)

Machinery of government changes are more likely to occur in the immediate aftermath of
an election or in conjunction with a ministerial reshuffle. They also take place when new
arrangements are required to administer new legislation or undertake new functions.
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3 The structure of government at Westminster

The UK Government

In a 2007 report on machinery of government changes, the Public Administration Select
Committee (PASC) provided a brief overview of the origins of the current structure of
government in the UK:

The structure of British government is still shaped by the recommendations of the Haldane
Report of 1918. That seminal report set out a basic principle of “defining the field of
activity in the case of each Department according to the particular service which it renders
to the community as a whole”. It advocated separate ministries for Health, Education,
Finance, Foreign Affairs and Defence — all of which essentially remain. No fundamental
reshaping has since taken place...!3

Although the basic structure has remained in place, the report cited two reasons for individual
departmental change:

®  Administrative efficiency

®  Personal chemistry — balancing the Cabinet, matching responsibilities to personalities and
their capabilities

The Cabinet Manual

The Cabinet Manual provides information on the structure of the UK Government in relation to
the allocation of functions to ministers and government departments:

The Prime Minister is responsible for the overall organisation of the Government and the
allocation of functions between ministers. It is a fundamental part of the Prime Minister’s
role to ensure that Cabinet and the Government are structured in the most effective way.

As powers generally rest with the Secretary of State and departments do not have their
own legal personality, the structure of government departments tends to change to reflect
the allocation of functions to ministers.

The Prime Minister has responsibility for machinery of government changes and his/her
written approval must be sought where it is proposed by ministers to transfer functions:

e Between ministers in charge of departments, unless the changes are minor and can be
made administratively and do not justify public announcement

e Within the field of ministerial responsibility of one minister, when the change is likely to
be politically sensitive or to raise wider issues of policy or organisation

e Between junior ministers within a department, when a change in ministerial titles is
involved

The Prime Minister’s approval should also be sought for proposals to allocate new functions to a
particular minister where the function does not fall wholly within the field of responsibilities
of one minister, or there is disagreement about who should be responsible.

A transfer of functions order (an Order in Council under the Ministers of the Crown Act
1975) is likely to be needed for major changes involving ministerial departments.
The Cabinet Secretary is responsible for advising the Prime Minister on machinery of
government changes.

13 Public Administration Select Committee, Machinery of Government Changes, 2007
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17

While the allocation of functions to ministers is a matter for the Prime Minister, the Government
informs Parliament of significant machinery of government changes. The Cabinet Office
publishes an explanatory document about major changes on the Cabinet Office website
and arranges for it to be placed in the libraries of both Houses. This helps explain to
Parliament and the public the Prime Minister’s reasoning for making the changes. Ministers
usually make themselves available to any relevant select committee that wishes to examine
the implementation of such changes?®*.

The Ministers of the Crown Act 1975 does provide a check on the ability of Governments to
re-organise departments. The Act provides that machinery of government changes should be
made by Order in Council. However in practice Transfer of Functions Orders are usually laid
some time after the changes have been made?®.

Schedule 2 of the House of Commons Disqualification Act 1975 specifies that not more
than 95 holders of ministerial offices are entitled to sit and vote in the Commons at any
one time. This schedule may be amended by Orders in Council made under the Ministers of
Crown Act 1975 in “consequence of a transfer of ministerial function or the dissolution of a
Department; but the aggregate number of ministerial offices contained in the schedule may
not be increased by such an Order”*6,

Institute for Government research on machinery of government changes

In May 2010 the Institute for Government published a report examining in detail issues
around machinery of government changes at Westminster. As part of the work, the Institute
conducted interviews with senior and former officials. The main themes to emerge from the
interviews included:

® No time to plan: new departmental structures are often announced by the Prime Minister
with little or no prior planning...in many cases, departments were created over a weekend,
and in (one) exceptional case...the team was given only night to prepare

® Lack of funding: new departments are allocated insufficient budgets to cover the set-
up of corporate overhead functions. This is partly because the treasury insists...that all
changes are cost neutral

m Overloaded staff: once departments are live, top officials and transition teams find
themselves with a double workload, running day-to-day operations while also undertaking
the strategic planning needed for new or reorganised departments

m Little central support: the Cabinet Office and Treasury do not have the resources to
provide effective support to new departments

Furthermore, the report noted:

In some other liberal democratic countries (such as the US) changing national government
departments is rarely undertaken and requires Herculean efforts at achieving consensus
before reforms can be made. But in the UK the organisation of Whitehall basically stems
from Crown prerogative powers — that is from the unremoved autocratic powers of the
medieval British monarchy...the ability to re-sculpt Whitehall’'s departmental structure

is fundamentally exercised on the Crown’s behalf by government ministers, in this case
specifically the Prime Minister, with some subsequent parliamentary scrutiny’.

Cabinet Manual, Cabinet Office

As above

Erskine May page 42
http://www.instituteforgovernment.org.uk/sites/default/files/publications/A%20game%200f%20two%20halvesv3.pdf
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Republic of Ireland

Article 28 of the Constitution of Ireland (Bunreacht Na hEireann) addresses the composition
of the Government.

Article 28(1): The Government shall consist of not less than seven and not more
than fifteen members who shall be appointed by the President in accordance with the
provisions of this Constitution

28(4): The Government shall meet and act as a collective authority, and shall be collectively
responsible for the Departments of State administered by the members of Government

28(7): The Taoiseach, the Tanaiste and the member of the Government who is in charge
of the Department of Finance must be members of Dail Eireann.

The other members of the Government must be members of Dail Eireann or Seanad
Eireann, but not more than two may be members of Seanad Eireann.

28(12): The following matters shall be regulated in accordance with law, namely, the
organisation of, and distribution of business amongst, Departments of State, the designation
of members of the Government to be the Ministers in charge of the said Departments,
the discharge of the functions of the office of a member of the Government during his
temporary absence or incapacity, and the remuneration of the members of the Government?8,

Review of Government

In 2003 the All-Party Oireachtas Committee on the Constitution published a series of
progress reports looking at various aspects of the Constitution. The eighth report focused

on Government. It recommended that the range for the number of Cabinet members (7-15)
should remain unchanged. It also noted that: “The Government Chief Whip attends cabinet on
an administrative basis, as do some junior ministers from time to time. This system does not
have, nor does it seem to require, a constitutional basis”*°.

Furthermore it stated that: “Matters such as the allocation of portfolios, the relations between
departments and between ministers and civil servants, and the recruitment, accountability
and conduct of civil servants or special advisers are matters best left to legislation”2°.

Reform under the Cowen Administration

The then Taoiseach Brian Cowen used a 2010 Cabinet reshuffle as an opportunity to reassign
responsibilities between Departments. Outlining the proposed changes the then Taoiseach
explained:

As our focus shifts to generating economic growth again, so must Government adapt to
the new challenges and sharpen its focus on new tasks. This requires changes in how
Government works.

In approaching the re-configuration of Government Departments, the starting point has to
be clarity about the objectives to be achieved.

Restructuring of Departments and agencies inevitably entails disruption and costs but
| am satisfied that with the changes | am making, the benefits will outweigh the costs,
because they will:

http://www.constitution.ie/constitution-of-ireland/default.asp
http://www.constitution.ie/reports/8th-Report-Government.pdf
http://www.constitution.ie/reports/crg.pdf
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e group functions whose combination is more appropriate to current priorities than the
present arrangements;

e ensure greater coherence and produce more efficient delivery; and

e underline the priority issues for this Government in a way that mobilises a broad
response

| propose to sharpen this focus within the Department of Enterprise, Trade and Employment,
which will be renamed the Department of Enterprise, Trade and Innovation, by transferring
to it funding for the Programme for Research in Third Level Institutions. This will help

to bring together a streamlined and focused programme of funding of research and
development, aligned with the objectives of enterprise policy.

Responsibility for skills and training policy is being re-allocated to the Department of
Education and Science, which will become the Department of Education and Skills?*.

Reforms under the current Government

Shortly after the election of the Fianna Gael/Labour coalition in the Republic of Ireland,
Taoiseach Enda Kenny announced a significant reorganisation of government departments.
In June 2011, the Minister for Finance was asked in a parliamentary question to outline the
progress made to date in implementing the reforms:

The process of transferring functions from one Department to another is carried out by means
of Government Orders under powers contained in section 6(1) of the Ministers and
Secretaries (Amendment) Act 1939, while in some cases primary legislation may be needed.

Orders to implement the majority of the changes have already been made. On 29 March
the Government made an order transferring responsibility for the functions of the Minister
for Community, Equality and Gaeltacht Affairs in relation to Equality, Integration, Disability
and Human Rights to the Minister of Justice and Law Reform with effect from 1 April
2011. A second order was made to change the title of the Minister for Justice and Law
Reform to the Minister for Justice and Equality — and a similar name change for the
Minister’'s Department, with effect from 2 April 201122,

The Minister then went on to explain the arrangements for the creation of a new department
of Public Expenditure and Reform. This new Department came into existence via the Ministers
and Secretaries Act 2011 which at the same time transferred some functions from the
Department of Finance?3.

Table 3: List of Irish government departments?*

Department of Agriculture, Food and the Marine

Department of Arts, Heritage and the Gaeltacht

Department of Children and Youth Affairs

Department of Communications, Energy and Natural Resources

Department of Defence

http://www.taoiseach.gov.ie/eng/News/Archived_Speeches_and_Press_Releases/2010/Taoiseach’s_
Speeches_2010/Speech_by_the_Taoiseach ,_Mr_Brian_Cowen, TD, Dail_Eireann, Nomination_of Members_of
Government,_23rd_March,_2010.html

22
23

24

http://debates.oireachtas.ie/dail/2011/06/07/00079.asp

As above and also see Explanatory Note: http://per.gov.ie/wp-content/uploads/Ministers-and-Secretaries-
Amendment-Bill-2011-memo.pdf

http://www.gov.ie/tag/departments/
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Department of Education and Skills

Department of Environment, Community and Local Government

Department of Finance

Department of Foreign Affairs and Trade

Department of Health

Department of Jobs, Enterprise and Innovation

Department of Justice and Equality

Department of Public Expenditure and Reform

Department of Social Protection

Department of the Taoiseach

Department of Transport, Tourism and Sport

The use of cabinet committees to coordinate policy

Recent research has examined the use of cabinet committees in the Republic of Ireland
to address cross-departmental issues. These committees are typically chaired by senior
officials from the Department of the Taoiseach?®: When the government is committed to a
policy priority, the senior official can draw on considerable authority to mobilise resources,
coordinate officials in other departments, convene strategy meetings and expedite policy
initiatives”2¢,

25 Eoin O’Malley and Muiris MacCarthaigh, ‘Governing Ireland: From Cabinet Government to Delegated Governance,
Institute of Public Administration 2012

26 Eoin O’Malley and Muiris MacCarthaigh, ‘Governing Ireland: From Cabinet Government to Delegated Governance,
Institute of Public Administration 2012
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Scotland, Wales and Northern Ireland

Background

In Scotland and Wales changes to ministerial portfolios are driven by whichever party or parties
are in power. This may be as a result of inter-party negotiations prior to the establishment

of a coalition. For example, in 2000 in Wales a Minister of Culture was created as part of an
agreement with the Liberal Democrats for them to enter government with Labour.

Much of the change is based on creating new or realigning existing departments to engender
a more thematic approach to the delivery of policy. This meant crossing departmental boundaries
to address policy in a holistic manner?”. In Scotland in particular devolution was seen an
opportunity to deliver a new type of politics, distinct from that of Westminster. Nevertheless,
the potential for ‘joined-up’ government should not be overstated: “The potential for coherence
is often exaggerated since there are still clear administrative divisions between policy areas
regardless of where we put them and who heads up the departments”?5.

Therefore in Scotland and Wales the structure of government will change depending on the
priorities of the new administration. The consociational nature of government in Northern
Ireland and the particular allocation of ministerial portfolios means that such change is
much less likely. There is no bargaining or political horse-trading one witnesses prior to the
formation of other coalition governments:

The only strategic influence that can be identified with the appointment of a new
administration as in 2011 is the order of priority given by each party in selecting their
order of preference for departments. Even this is somewhat predetermined with finance
seen as the top portfolio, probably culture and leisure with the lowest status, health and
social services seen as difficult and unpopular and justice needing cross-community
approval. The only major unexpected choice in 2011 was Sinn Féin again selecting
education as their own priority ahead of trade and enterprise?®.

From direct rule to devolution — what changed?

Scotland, Wales and Northern Ireland were all able to draw on the existing structures in

place pre-devolution as a basis for the organisation of devolved government. In Scotland five
main departments increased to seven, “the Welsh Assembly Government was set up as a
corporate entity and this was readily adapted to the Welsh Office structure and sub-divisions
with extensions for a policy office and secretariat”3°. The Northern Ireland Office had six
departments which became 11 after devolution. However, there was a notable departure from
the traditional Westminster model taken by Scotland and Wales, but not Northern Ireland:

A significant difference between Scotland and Wales on the one hand, and Northern
Ireland on the other, was the decision in Scotland and Wales not to adopt Whitehall style
departments, self-standing with their own finance and personnel functions and dedicated
ministers. The decision to avoid creating ‘ministries’ was taken so that the alignment

of ministerial responsibilities was not coterminous with department functions. Welsh
ministers were not paired with a department but expected to work across structures

and avoid compartmentalisation. The disjunction between departmental organisation
and ministerial portfolios was a deliberate attempt to prevent a close linkage between

Neil McGarvey and Paul Cairney, ‘Scottish Politics: an Introduction’, Palgrave Macmillan 2008
As above
Derek Birrell, ‘Comparing Devolved Governance’, p.131, Palgrave Macmillan, 2012

Derek Birrell, ‘Comparing Devolved Governance’, p.131, Palgrave Macmillan, 2012
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departments and ministers, and not just an incidental consequence of using the territorial
office structure in Scotland and Wales.

The chosen configuration was anticipated to achieve joined up decisions, coherence and
to counter departmentalism and to stop ministerial ‘silos’. In Northern Ireland however
the Whitehall model of ministerial departments, which had existed with the old Stormont
Parliament prior to 1971 continued after the Good Friday Agreement. The Agreement
meant the sharing of ministers and departments between four parties and the acceptance
of the likelihood of departments becoming totally identified with individual ministers3t.

Scotland

The following table shows the relevant sections of the Scotland Act 1998 in relation to the
appointment of Ministers.

Table 4: Legislative provisions re: appointment of ministers in Scotland

Scotland

47 Ministers

(1) The First Minister may, with the approval of Her Majesty, appoint Ministers from among the
members of the Parliament.

(2) The First Minister shall not seek Her Majesty’s approval for any appointment under this section
without the agreement of the Parliament.

(3) A Minister appointed under this section:
(a) shall hold office at Her Majesty’s pleasure,
(b) may be removed from office by the First Minister,

(c) may at any time resign and shall do so if the Parliament resolves that the Scottish Executive no
longer enjoys the confidence of the Parliament,

(d) if he resigns, shall cease to hold office immediately, and

(e) shall cease to hold office if he ceases to be a member of the Parliament otherwise than by virtue
of a dissolution.

Changes in Scotland post-2007

Perhaps the most significant changes in devolved government occurred when the SNP
attained power in 2007:

The SNP administration identified five major Cabinet ministerial portfolios which
reduced the number of Cabinet portfolios from 11 in the previous 2003-2007 Scottish
Government. This was achieved without a major reorganisation of portfolios but with five
Cabinet offices reduced in status to being headed by Deputy (non-Cabinet) ministers in
areas such as communities, transport and tourism.

Alex Salmond set out the rationale for the reorganisation of Government shortly after the
2007 election in the following statement:

The team that | present to members today is designed to deliver smaller and more
effective government. We have slimmed down the Government from nine departments
to six, thereby delivering a welcome reduction in the cost of the ministerial team.
Government will be strategically focused, with five Cabinet secretaries, supported by 10

As above
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ministers...Our aim is to break down the boundaries and barriers that exist in government,
which can often hinder the most effective strategic outcomes and a focused approach.
The realignment of the Cabinet is therefore matched with a restructuring of the senior

civil service. Our Cabinet team will work alongside a new strategic board, so that the
Government as a whole pulls in the same direction.

| will give two examples of how the new approach will work. The first is in a particular
policy area and the second illustrates a cross-Government approach. Nicola Sturgeon will
lead on health and well-being, a portfolio that will be expanded to include not only the
health service and public health, but wider social policy, sport, deprivation and housing.
That will allow a cross-cutting approach, which means that her responsibilities will include
creating a healthier Scotland that is about fitness and treatment, good-quality homes and
good-quality health care®2.

Departments were replaced with directorates based on the five strategic objectives of the
Government. Public sector activity was to be re-organised around the five policy outcomes of:

®  Wealthier and fairer
B Healthier
m  Safer and stronger
B Smarter

m  Greener

This largely reflected the major priorities of the new government’s programme but also was
motivated by Alex Salmond’s desire for a smaller, better focused Cabinet®3.

There were 37 directorates aligned to the strategic objectives that were themselves

regarded as “flexible building blocks with several of the directorates relating to a number of
objectives...thus the Housing and Regeneration Directorate, while mainly located within the
‘healthier’ grouping was also related to both ‘wealthier and fairer’ and ‘greener’ groupings.”3*

The replacement of departments with directorates was an experiment in horizontal
government which would be seen to have succeeded if civil servants could help to solve
Scotland’s long-term problems:

Our ambition is to establish a smaller, more efficient and more focused government to
better meet the needs of the people of Scotland. We want to deliver the best possible
value for taxpayers®®

In 2008, Sir John Elvidge, Permanent Secretary of the Scottish Government, gave evidence
to the House of Commons Justice Committee during its enquiry on devolution. His answers
provide an insight into the rationale behind the reorganisation of Government:

Julie Morgan: Are there any other ways in which the Civil Service has changed since 19997?

Sir John Elvidge: We have changed structurally, although | never think that structural
change is the most important part of changes. We went through one phase of moulding
our structure more closely around the portfolios of individual Cabinet ministers. That
phase one would probably be placed in time from 2001 through to 2007. We have recently
been through another phase of change where we have made structural changes to
emphasise the need for people to work together across the organisation. We have moved

http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=4724&mode=html
Derek Birrell, ‘Comparing Devolved Governance’, p.131, Palgrave Macmillan, 2012
Derek Birrell, ‘Comparing Devolved Governance’, p.133, Palgrave Macmillan, 2012

Scottish Government News Release, 24 May 2007: http://www.scotland.gov.uk/News/
Releases/2007/05/24143609
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away from having a structure of departments that mirrors the way in which Whitehall is
organised to moving our more self-contained units of business one level down to our...
directorates and redefining the roles of those whose role was previously as a head of
department so that their individual roles run right across the organisation and they are
each responsible for driving one of the strategic themes of the new government.

Julie Morgan: That is a change that has been brought in by the SNP Government?

Sir John Elvidge: It is a change which evolved naturally from our thinking about the
organisation and which aligned very well with the SNP’s own thinking about the way in
which they wanted to conduct their government. We had a very early discussion about
whether they would support a radical change in the organisation of that nature and they
were happy to do thats¢.

Table 5: Structure of Scottish Government 2010%7

Strategic Objective

Cabinet Secretary

Ministers

Directorates

First Minister

Minister for Culture,
External Affairs & the

- Strategy & Ministerial
Support

Constitution
- Culture, External

Minister for Affairs & Tourism
Parliamentary
Business - Constitution

- Director of
Communications

- Director of Human
Resources
& Corporate
Governance

- Director of Finance

- Director of Scottish
Procurement

Smarter Scotland Cabinet Secretary for Minister for Children & | - Children, Young

Early Years People & Social Care
Education & Lifelong
Learning Minister for Skills & - Learning
Lifelong Learning
- Lifelong learning
- Chief Scientific
Adviser
- Education Analytical
Services
36 http://www.publications.parliament.uk/pa/cm200809/cmselect/cmjust/529/529ii.pdf
37 http://wales.gov.uk/docs/caecd/publications/120521orgchart.pdf
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Strategic Objective

Cabinet Secretary

Ministers

Directorates

Wealthier & Fairer
Scotland

Cabinet Secretary for
Finance & Sustainable
Growth

Minister for Enterprise,
Energy & Tourism

Minister for Transport,
Infrastructure &
Climate Change

- Built Environment

- Planning &
Environmental
Appeals Chief
Reporter

- Local Govt & Third
Sector

- Improving Public
Services

- Chief Scientific
Adviser

Healthier Scotland

Deputy First Minister &
Cabinet Secretary for
Health & Wellbeing

Minister for Public
Health & Sport

Minister for Housing &
Communities

- Chief Nursing Officer

- Healthcare Policy &
Strategy

- eHealth
- Health Finance

- Health Workforce
Director

- Primary & Community
Care

- Equalities & Sport
- Health Delivery

- Chief Medical Officer

Safer & Stronger
Scotland

Cabinet Secretary for

Justice & Communities

Minister for Community
Safety

- Housing &
Regeneration

- Justice Director

- Safer Communities
Director

Greener Scotland

Cabinet Secretary for
Rural

Affairs & the
Environment

Minister for
Environment

- Rural & Environment

- Rural & Environment
Research & Analysis

- Rural Payments &
Inspections

Lord Advocate The Rt
Hon Elish Angiolini QC

Solicitor General for
Scotland

- Corporate Services
Deputy Chief
Executive

- Solicitor to the
Scottish Government

Following the SNP’s victory in 2011, it decided to increase the number of portfolios from six
to nine. Finance was split into two offices while the new Cabinet portfolios of infrastructure

353




Review of the Number of Members of the Northern Ireland Legislative Assembly and of the Reduction in the Number of Northern Ireland Departments

38
39

and capital investment, Culture and External Affairs and Parliamentary Business and
Government Strategy were created?®®.

Wales

The following table outlines provisions contained within the Government of Wales Act 1998
relating to the appointment of Ministers to the Welsh Government.

Table 6: Section 48 of the Government of Wales Act 1998

Wales

48 Welsh Ministers

(1)The First Minister may, with the approval of Her Majesty, appoint Welsh Ministers from among the
Assembly members.

(2)A Welsh Minister appointed under this section holds office at Her Majesty’s pleasure.
(3)A Welsh Minister appointed under this section may be removed from office by the First Minister.
(4)A Welsh Minister appointed under this section may at any time resign.

(5)A Welsh Minister appointed under this section must resign if the Assembly resolves that the Welsh
Ministers no longer enjoy the confidence of the Assembly.

(6)A Welsh Minister appointed under this section who resigns ceases to hold office immediately.

(7)A Welsh Minister appointed under this section ceases to hold office on ceasing to be an Assembly
member otherwise than by reason of a dissolution.

51 Limit on number of Ministers
(1)No more than twelve persons are to hold a relevant Welsh Ministerial office at any time.

(2)A relevant Welsh Ministerial office means the office of Welsh Minister appointed under section 48
or the office of Deputy Welsh Minister.

The Government of Wales Act 2006 extended the potential number of ministers and deputy
ministers to a maximum of 12 plus the First Minister and Counsel General, giving a total

of 14. In Scotland and Wales the Law Officers (Advocate General in Scotland and Counsel
General in Wales) may attend executive meetings.

In Wales the departments are grouped together into subject areas called Directorates.
The seven Directorates are each headed by a Director General who leads cross-cutting
programmes°.

Following the 2011 National Assembly for Wales’ election, First Minister Carwyn Jones
outlined the changes to his new Cabinet. The following excerpts from his speech highlight the
relative autonomy enjoyed by the Welsh First Minister in reorganising the administration to
focus on the priorities of the incoming government:

| have decided to move agriculture and tourism as key business sectors to a refocused
economic portfolio under Edwina Hart as Minister for Business, Enterprise, Technology and
Science... John Griffiths’s portfolio will combine the familiar aspects of environment and
sustainable development, such as climate change mitigation and planning and countryside
matters, with responsibility for the regulatory aspects of agriculture such as animal

health and welfare, including measures to tackle bovine TB. Carl Sargeant continues in

P58 Comparing Devolved Governance

http://wales.gov.uk/about/civilservice/directorates/?lang=en
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his previous role as Minister for Local Government and Communities, but also assumes

responsibility for transport*°.

Furthermore, the new administration removed the Rural Affairs portfolio while a Minister
of Finance and Minister for Business, Enterprise and Technology replaced the Minister for
Business and Budget and Minister for the Economy and Transport.

Table 7: Structure of Welsh Government 20114

Ministers/Departments

Directorate

Minister for Environment & Sustainable Development

Minister for Housing, Regeneration & Heritage

Sustainable Futures

Minister for Local Government & Communities

Local Government &
Communities

Minister for Business, Enterprise, Technology & Science

Deputy Minister for Agriculture, Food, Fisheries & European Programme

Business, Enterprise,

Technology and Science

Minister for Finance & Leader of the House

Strategic Planning, Finance
and Performance

Minister for Education & Skills

Deputy Minister for Skills

Education and Skills

Permanent Secretary

People, Places and Corporate
Services

Minister for Heath & Social Services

Deputy Minister for Children & Social Services

Health, Social Services and
Children,

Chief Executive, NHS Wales

Northern Ireland

Strand One of the Belfast (Good Friday) Agreement provides the broad outline for the design
of the Northern Ireland Executive, including the posts of First Minister and Deputy First
Minister and the allocation of Ministerial posts according to the D’Hondt mechanism.

The following table contains section 17 of the Northern Ireland Act 1998, relating to

ministerial offices.

http://www.assemblywales.org/bus-home/bus-chamber-fourth-assembly-rop/rop20110518qv.

pdf?langoption=3&ttI=The%20Record%20%28PDF%2C%20463KB%29

http://wales.gov.uk/about/civilservice/directorates/?lang=en
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Table 8: Section 17 of the Northern Ireland Act 1998

Northern Ireland

17 Ministerial offices

(1)The First Minister and the deputy First Minister acting jointly may at any time, and shall where
subsection (2) applies, determine:

(a) the number of Ministerial offices to be held by Northern Ireland Ministers; and
(b) the functions to be exercisable by the holder of each such office.

(2)This subsection applies where provision is made by an Act of the Assembly for establishing a new
Northern Ireland department or dissolving an existing one.

(3) In making a determination under subsection (1), the First Minister and the deputy First Minister
shall ensure that the functions exercisable by those in charge of the different Northern Ireland
departments existing at the date of the determination are exercisable by the holders of different
Ministerial offices.

(4) The number of Ministerial offices shall not exceed 10 or such greater number as the Secretary of
State may by order provide.

(5) A determination under subsection (1) shall not have effect unless it is approved by a resolution of
the Assembly passed with cross-community support.

The current structure of the Executive and government departments dates from December
1999 when 11 departments were established by the Northern Ireland Act 1998 and the
Departments (Northern Ireland) Order 1999, giving legal effect to the relevant sections of
the Belfast (Good Friday) Agreement. Section 21(2) of the 1998 Act allowed an Act of the
Assembly to establish new Northern Ireland Departments or dissolve existing ones. The
Departments (Northern Ireland) Order 1999 states:

8.—(1) The First Minister and deputy First Minister acting jointly may by order—
(a) assign to any department; or

(b) transfer to any department from any other department, such functions as appear to
them to be appropriate for such assignment or transfer®?.

It has been argued that: “The number of Civil Service departments had nothing to do with
administrative criteria deemed necessary to discharge public services but, rather, was the
product of political compromise to ensure the main political parties secured ministerial
positions”#3. The following table outlines the old structure under the Northern Ireland Office
compared with the post-devolution landscape.

Table 9: Northern Ireland government department pre-devolution (1982 onwards) and post-
devolution (1999 onwards)

Pre-devolution (1982 onwards) Post-devolution (1999 onwards)

Secretary of State: Northern Ireland Office Secretary of State: Northern Ireland Office

Central Secretariat
Office of the First Minister and Deputy First

Minister
Finance and Personnel Finance and Personnel
42 http://www.legislation.gov.uk/nisi/1999/283/pdfs/uksi_19990283_en.pdf
43 Colin Knox, Devolution and the Governance of Northern Ireland, Manchester University Press, 2010
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Pre-devolution (1982 onwards) Post-devolution (1999 onwards)

Economic Development Enterprise, Trade and Investment
Regional Development

Social Development

Agriculture Agriculture and Rural Development
Health and Social Services Health, Social Services and Public Safety
Environment Environment

Education Education

Employment and Learning

Culture, Arts and Leisure

In 2010 the Department of Justice was created, which largely involved a direct transfer of
existing functions from the Northern Ireland Office. The Department of Justice Act (Northern
Ireland) Act 2010 created the new department with the department subsequently inserted
into the Departments (Northern Ireland) Order 199944,

In evidence to the A&ERC during Part 1 of its review of Parts 3 and 4 of the 1998 Act,
Professor Rick Wilford of Queen’s University Belfast explored the possibility of departmental
reorganisation in Northern Ireland:

There is no perfect model of Executive design, whether measured in terms of the number
of (Departments) or the allocation of services/functions to them and, in the latter regard,
idiosyncrasies in terms of their grouping are not uncommon.

...it is apparent that ‘where we are’ departmentally speaking was not (a) the result of a
fully inclusive process & (b) that the allocation of functions was in large measure driven
by officials. Pre-Agreement, parties had given little if any thought to Executive design — let
alone the idea that such a design should be modelled in part on the principle of ‘joined-
up’ government that was very much the then fashion. Moreover, the suggestion in the
1998 Agreement that there could be up to ten (Departments) became the irreducible
minimum, a view that was driven by political rather than administrative criteria: i.e. size
mattered®s.

It should be noted that the Northern Ireland Ministerial Code contains a provision requiring a
Minister to bring to the attention of the Executive Committee “Any matter which cuts across
the responsibilities of two or more Ministers”6. Therefore, the Northern Ireland model
recognises to some extent the need for coordination between departments.

Junior Ministers

There are currently two Junior Ministers within OFMDFM. The basis of their appointment lies
in section 19 of the Northern Ireland Act 1998, which states:

(1) The First Minister and the deputy First Minister acting jointly may at any time determine:

http://www.legislation.gov.uk/nia/2010/3/pdfs/nia_20100003_en.pdf

http://www.niassembly.gov.uk/Assembly-Business/Committees/Assembly-and-Executive-Review/Reports/Number-of-
Members-of-the-Northern-Ireland-Legislative-Assembly/

http://www.northernireland.gov.uk/pc1952_ni_exec_min_code.pdf
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(a) that a number of members of the Assembly specified in the determination shall be
appointed as junior Ministers in accordance with such procedures for their appointment
as are so specified; and .

(b) that the functions exercisable by virtue of each junior Ministerial office shall be those
specified in relation to that office in the determination. .

(2) Procedures specified in a determination under this section may apply such formulae or
other rules as the First Minister and the deputy First Minister consider appropriate.

The determination to appoint ministers must be approved by a resolution of the Assembly.
On 14 December 1999 the Assembly approved a determination from the then First Minister
and Deputy First Minister to appoint two junior ministers to OFMDFM. At the time, the First
Minister outlined the role of the junior ministers:

The functions of these junior Ministers are set out in the determination. They cover the
discrete policy areas of the Office of the First Minister and Deputy First Minister but not the
responsibility for the institutional elements relating to the Executive Committee, the North/
South Ministerial Council, the British-Irish Council or the British-Irish Intergovernmental
Conference, which matters fall to the First Minister and Deputy First Minister as of right*’.

The actual determination lists the role of the two junior ministers as: “Assisting the First
Minister and deputy First Minister in the exercise of their functions in relation to the Office of
the First Minister and deputy First Minister”48,

The First Minister also noted that: “This does not preclude further appointments in the future,
but the current ones would be to the Office of the First Minister and the Deputy First Minister”4°.

The 1999 determination was used as the basis for the appointment of the junior ministers in
May 2011°%°,

The statutory relationship between Committees and Departments in Northern Ireland

The current structural relationship between the Northern Ireland Assembly’s statutory
(departmental) committees and Northern Ireland departments is relatively straightforward —
there is one committee for each Executive department. As a result, any change to the number
of departments will have an impact on the committee structure within the Assembly.

Section 29 of the Northern Ireland Act 1998 (as amended by the St. Andrew’s Agreement Act
2006) provides the statutory framework for the operation of these committees:

http://archive.niassembly.gov.uk/record/reports/991214c.htm#3
Determination by the First Minister and the Deputy First Minister under Section 19 of the Northern Ireland Act 1998
As above

http://www.niassembly.gov.uk/Assembly-Business/Official-Report/Reports-11-12/16-May-2011/#al7
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Standing orders shall make provision:
(a) for establishing committees of members of the Assembly (“statutory committees”).

(i) to advise and assist the First Minister and the deputy First Minister in the formulation of policy
with respect to matters within their responsibilities as Ministers jointly in charge of the Office of
the First Minister and deputy First Minister, and

(ii) to advise and assist each Northern Ireland Minister in the formulation of policy with respect to
matters within his responsibilities as a Minister;

(b) for enabling a committee to be so established either in relation to a single Northern Ireland
Minister or in relation to more than one; and

(c) conferring on the committees the powers described in paragraph 9 of Strand One of the Belfast
Agreement.

Paragraph 9 of Strand One of the Belfast (Good Friday) Agreement states that:

(Committees) will have a scrutiny, policy development and consultation role with respect
to the Department with which each is associated, and will have a role in initiation of
legislation. They will have the power to:

e consider and advise on Departmental budgets and Annual plans in the context of the
overall budget allocation;

e approve relevant secondary legislation and take the Committee stage of relevant
primary legislation;

e call for persons and papers;
e initiate enquiries and make reports;

e consider and advise on matters brought to the Committee by its Ministers*

Standing Order 48(2) of the Assembly confers on statutory committees the powers and
responsibilities set out in the Agreement. Since its inception, the Assembly has maintained
the one-to-one relationship between statutory committees and Northern Ireland departments.
The number of statutory committees has, however, increased.

Initially the role of a statutory committee for the Office of the First Minister and Deputy First
Minister was undertaken by a standing committee (the Committee of the Centre) as under
the Northern Ireland Act 1998 no provision existed for a statutory committee for OFMDFM.
The St. Andrew’s Agreement Act 2006 however amended the 1998 Act and provided for such
a statutory committee. On 12th June 2007, the Assembly approved a motion to change the
name of the Committee of the Centre to Committee for the Office of the First Minister and
Deputy First Minister®2.

Following the devolution of policing and justice functions and the appointment of a Minister of
Justice, the Committee for Justice was established on 12th April 2010.

51 The Belfast Agreement, 1998: http://www.nio.gov.uk/agreement.pdf/
52 Official Report 12 June 2007: http://archive.niassembly.gov.uk/record/reports2007/070612.htm
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Ministerial portfolios in Northern Ireland

Table 11: Current Departments and Ministers5®

Minister

Department

Peter Robinson

Martin McGuinness

Jonathan Bell (Junior Minister)
Jennifer McCann (Junior Minister)

Office of the First Minister and deputy First
Minister

Michelle O'Neill Agriculture & Rural Development
Caral Ni Chuilin Culture, Arts & Leisure
John O’Dowd Education

Stephen Farry

Employment & Learning

Arlene Foster

Enterprise, Trade & Investment

Alex Attwood

Environment

Sammy Wilson

Finance & Personnel

Edwin Poots

Health, Social Services & Public Safety

David Ford

Justice

Danny Kennedy

Regional Development

Nelson McCausland

Social Development

Review of Northern Ireland Government structures

In January 2012 the Office of the First Minister and Deputy First Minister announced a
way forward relating to future arrangements for the Department of Justice and associated

matters. OFMDFM stated that it would:

B Seek views from key stakeholders and interested parties on how the functions

exercised by the Department of Employment and Learning should be transferred to other
departments in the most appropriate manner.

Ask officials to make arrangements to prepare the necessary Assembly legislation to
abolish the Department of Employment and Learning and transfer its functions.

Further to this announcement, on 18 July 2012 the First Minister and deputy First Minister
released the following statement:

Ministers have again indicated their desire and willingness to complete the 2012 review of
Government structures in a timely manner. Processes are already in place to engage all of
the Executive parties.

Constructive engagement has taken place with party leaders relating to the number of
government departments, including proposals to reduce their number. The First Minister
and the deputy First Minister are content to await the outcome of this process before
taking decisions on the future of DEL5*.

53 http://www.northernireland.gov.uk/index/work-of-the-executive/ministers-and-their-departments.htm

54 http://www.northernireland.gov.uk/index/media-centre/news-departments/news-ofmdfm/news-ofmdfm-180712-
statement-by-the.htm
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International examples

Differences in the machinery of government arrangements can be found in jurisdictions
beyond the UK and Ireland. That said, however, the creation of government departments
based upon an allocation of functions between departments appears to be the dominant
organisational principle. Political responsibility for these departments may lie with one
minister or departments may be the responsibility of multiple government ministers.

The Basque Government and the Catalan Government provide examples of machinery of
government arrangements in which individual departments are the political responsibility of a

single minister.

Table 11: Departmental structure of the Basque and Catalan Governments

Basque Government?

Catalan Government?

President

Home Office

Justice and Public Administration

Economy and Treasury

Education, Universities and Research
Housing, Public Works and Transport
Industry, Innovation, Commerce and Tourism
Employment and Social Affairs

Health and Consumer Affairs

Environment, Land Use Planning, Agriculture and
Fisheries

Culture

President

Governance and Institutional Relations
Home Office

Justice

Economy and knowledge

Education

Social Welfare and Family

Health

Agriculture, Livestock, Fisheries, Food and
Natural Environment

Planning and Sustainability

1 Eusko Jaurlartitza/Gobierno Vasco website (Aug 2012) http://www.ejgv.euskadi.net/
r53-2291/es/contenidos/informacion/equipo_gobierno/es_9456/legislatura_9.shtml

2 Generalitat de Catalunya website (Aug 2012) http://www10.gencat.cat/sac/AppJlava/

info.jsp?tipus=departaments

The current Government of Flanders55 provides an example of arrangements in which
ministers’ political responsibilities span functions within a number of departments. As the
Flemish government is a coalition, this means that the political responsibility for the functions
within one department may lie not only with more than one minister but with ministers

from different political parties (e.g. Culture youth sport and media, which is one of the 13
‘homogenous policy domains’, is the responsibility of four ministers belonging to three
different parties). The current Flemish regions machinery of government arrangements are
the result of an administrative reform program dating back over to decade and, it is perhaps
worth noting, include well developed advisory and consultative mechanisms to support
ministers meet their responsibilities for policy making with the specific domains for which

they are responsible.

Vlaamse overheid website (Aug 2012) http://www.flanders.be/en/authorities
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Table 12: Flemish Region Government and Departmental Structure

Ministerial Portfolios Department/Policy Domain

Minister-President of the Flemish Government Services of Minister/President for

General Government Policy
Minister for the Economy, Foreign Policy, Agriculture and

Rural Policy Administrative Affairs
Vice Minister-President of the Flemish Government Finance and Budget

Minister for Innovation, Public Investment, the Media and Flemish Foreign Affairs

Poverty Reduction
Economy, Science and Innovation

Vice-Minister-President of the Flemish Government
Education and Training

Minister for Administrative Affairs, Local Government, . o
Civic Integration, Tourism and the Flemish Periphery of Welfare, Public Health and Training

Brussels Culture, Youth, Sport and Media

Minister for Welfare, Public Health and the Family Work and Social Economy

Minister for Mobility and Public Works Agriculture and Fisheries

Minister for Energy, Housing, Urban Policy and the Social

Mobility and Public Works
Economy

Environment, Nature and Ener;
Minister for Finance, the Budget, Employment, Town and gy

Country Planning and Sport Town and Country Planning, Housing
Minister for the Environment, Nature and Culture Policy and Immovable Heritage

Minister for Education, Youth, Equal Opportunities and
Brussels Affairs

One of the most recent and comprehensive studies of machinery of government
arrangements examined those currently in place across the Commonwealth Government and
each state and territory government in Australia. The report concluded that:

Each Australian government presents a unique set of machinery of government
arrangements. While a number of features are relatively consistent across all governments,
there are also a number of distinguishing features which are relevant to only one or a small
number of jurisdictions.

Differences in approaches to machinery of government can largely be attributed to the

five key drivers for machinery of government changes identified in this document. Each
government confronts a different set of priority issues, encounters different coordination
challenges, faces a different set of political objectives, has different efficiency motivations,
and/or experiences different instances of departmental underperformance. The combination
of these factors leads to the significant degree of variation between governments explored in
this document.

Despite the diversity in approaches to machinery of government, a number of broad trends
can be identified. In general, most jurisdictions have moved towards a smaller number of
larger departments often answerable to multiple government ministers, though the recently
announced machinery of government changes in Queensland run contrary to this trend. There
is also an identifiable core group of government functions or policy areas which are present
within each jurisdiction, such as health, education, legal affairs and financial management,
though nomenclature of departments differs between jurisdictions.%®

KPMG (2012) Machinery of government: current arrangements of Australian Governments http://www.kpmg.com/
au/en/issuesandinsights/articlespublications/pages/machinery-of-government.aspx
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The conclusion to the report also highlighted the challenges which are associated with
significant machinery of government change and warned that, whilst on the one hand, well
implemented change represents an opportunity to improve, poorly executed change can
cause significant disruption and thwart the original objectives of the change.
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Conclusion

The fundamental structure of the UK Government, which has remained largely unchanged
since the recommendations of the Haldane Committee in 1918, can be characterised as

one consisting of departments based around functions of government and clear political
accountability for each department to a single minister. This Westminster system has clearly
influenced the shape of other administrations in the UK, Ireland and elsewhere. The system,
however, has been to be open to criticism with some arguing that whilst ‘...this type of
departmental structure has advantages as it allows for specialisation, increased efficiency,
easier budgeting and clear lines of accountability to help formulate and deliver policy... it can
also encourage departmentalism where policy makers may think sectorally at the expense of
cross-cutting objectives, targets and best practice, making complex issues difficult to tackle...’.5”

Devolution in the UK, however, brought with it the opportunity for the Scottish and Welsh
administrations to develop new machinery of government arrangements. While it is important
not to overstate the extent of innovation, the current Scottish arrangements in particular
represent a move from strictly functional departmental boundaries in an attempt to address
policy in a holistic manner. The political accountability arrangements also differ the traditional
Westminster arrangements. The potential for development of innovative machinery of
government arrangements in Northern Ireland, however, would appear to be constrained by
the particular legislative provisions contained within the Northern Ireland Act 1998.

The variety of arrangements suggests that there is no definitive right or wrong way to
structure government departments and establish political accountability to ministers. These
arrangements are contingent on a number of factors and subject to change over time with
incoming administrations creating, renaming, amalgamating departments and ministerial
responsibilities for a range of reasons.

One of the reasons for machinery of government change may be to address the problem

of departmentalism cited above. The creation of super ministries which incorporate a

wide range of interrelated responsibilities that would normally be distributed across a

number of departments may be the result of such change.>® Other approaches to addressing
departmentalism, such the use of use of cabinet and cabinet committees to manage cross-cutting
objectives, can also be employed as an alternative to or in conjunction with super ministries.

Duncan Russell and Andrew Jordan, ‘Joining-up or Departmentalism? Coordinating Policy for Sustainable
Development in the United Kingdom’, Centre for Social and Economic Research, School of Environmental Sciences,
University of East Anglia

As above
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Introduction

This briefing note has been prepared for the Assembly & Executive Review Committee
following its meeting on 9th October 2012. At the meeting the Committee requested
information on costs of machinery of government changes. The briefing highlights two
examples of costing machinery of government changes, including reorganisation of
government departments and arms-lengths bodies. It outlines the methodology used

by the National Audit Office and Institute for Government in their reports on this issue.
Costing machinery of government (MoG) changes is a complex task using cost models and,
potentially, externally commissioned specialist advice.

National Audit Office report on reorganising central

government

In 2010 the National Audit Office (NAO) produced a report on reorganising central
government, with a particular focus on arm’s length bodies. As part of its report the NAO
examined the costings around 51 government reorganisations in the period 2005-2009.
As part of the project, NAO commissioned PricewaterhouseCoopers (PWC) to analyse and
interpret financial information to estimate total reorganisation costs. The methodology is
reproduced in Appendix 1. The NAO report found that:

We estimate the gross cost of the 51 reorganisations covered by our survey to be £780
million, equivalent to £15 million for each reorganisation and just under £200 million a
year. Around 85 per cent of the total cost is for establishing and reorganising arm’s length
bodies. The main cost areas relate to staff, information technology and property.*

The report admits that this estimate is incomplete and does not cover all direct and indirect
costs or all of the reorganisations that took place in the time period. One of the report’s
conclusions was that:

The value for money of central government reorganisations cannot be demonstrated

given the vague objectives of most such reorganisations, the lack of business cases,

the failure to track costs and the absence of mechanisms to identify benefits and make
sure they materialise. Some arm'’s length bodies apply sound cost management and
systematic benefits measurement, but even they cannot necessarily demonstrate value
for money. Overall, the value for money picture is unsatisfactory and the costs are far from
negligible?.

The NAO recommended that:

B There should be a single team in government with oversight and advance warning of all
government reorganisations

B For announcements of significant reorganisations, a statement should be presented to
Parliament, quantifying expected costs, demonstrating how benefits justify these costs
and showing how both will be measured and controlled

B |ntended benefits should be stated in specific measurable terms that enable their later
achievement (or otherwise) to be demonstrated

B The planned and actual costs of reorganisations should be separately identified within
financial accounting systems so costs can be managed and subsequently reported

m A breakdown of planned and actual costs and financial benefits of every significant central
government reorganisation should be reported to Parliament in the organisation’s annual
report in the year the reorganisation is announced

http://www.nao.org.uk//idoc.ashx?docld=c29af9d8-e22a-499b-bd5f-f31111d0b83f&version=-1

As above
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®  Each body at the heart of a central government reorganisation should share with
the Cabinet Office an analysis of lessons learned within two years of the date of the
reorganisation?®.

Institute for Government: Making and breaking Whitehall
departments

A 2010 report from the Institute for Government estimated the cost of “for a new policy
department and a mid-sized merger to be representative of the costs incurred in most
department changes — roughly in the neighbourhood of £15m”“. The report notes that “We
believe our costs are pretty conservative since they do not include an estimate of disruption
costs resulting from institutional memory loss, delivery risk or stakeholder relationship
losses”®. This may not be as much of an issue in Northern Ireland, where the departments
are still relatively new.

The IFG report posed some interesting questions based on its findings that should be asked
before embarking on large-scale change®:

Questions to ask before reconfiguring departments | Our analysis shows that:

1k Have we considered the alternatives to Administrative savings and greater policy

machinery of government change? coordination can often be achieved without
reconfiguring departments.

2. Are we prepared to spend at least £15m on Restructuring costs are at least £15m.
this?

3. Are there big pay differences between staff Levelling-up differential pay can be a massive
in the affected departments? If so, are we cost, exceeding £170m in one case.
prepared to level up salaries or risk industrial
action?

4. Can we afford a productivity dip and to wait It takes at least two years for the new
for at least two years before realising concrete  organisation to settle and three or more years to
benefits of this reorganisation? start realising expected benefits.

5 ks this reorganisation really just about the Changes undertaken for purely political reasons
politics of cabinet formation? are the least likely to deliver real benefits.

The report found that “There is currently no regular or systematic information kept in
Whitehall on the costs and benefits of departmental reorganisations””.

Furthermore, it criticised the Treasury’s insistence that any reorganisation be ‘cost-neutral’:

The Treasury stance means that no more money is made available to a new or reorganised
department than was provided in previous approved expenditures, even if the net effect of
a set of changes is to enlarge the overall number of departments, and hence to multiply
the number of private office and communications sets-ups providing key services to a
secretary of state and a set of junior ministers. In modern terms this departmental core
usually numbers around 130 civil service staff, some very senior, and costs around £15m
a year to provide. The new department is expected to cover such elements by finding

http://www.nao.org.uk//idoc.ashx?docld=c29af9d8-e22a-499b-bd5f-f31111d0b83f&version=-1
http://eprints.lse.ac.uk/27949/1/Making_and_breaking_Whitehall_departments_%28LSER0%29.pdf
As above
http://eprints.Ise.ac.uk/27949/1/Making_and_breaking_Whitehall_departments_%28LSER0%29.pdf

As above
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compensating savings from elsewhere within its existing or transferred-in budgets. This is
a very difficult thing to do quickly and without much (or indeed any) preparation times.

The Institute devised a Department Change Cost Model based on interviews with senior civil
servants, Department annual reports and documentation of change, Civil Service Statistics
and Select Committee hearing minutes.

Conclusion

Estimating the cost of machinery of government changes retrospectively represents a most
challenging task. Nevertheless, the National Audit Office and the Institute for Government
have employed complex methodological approaches to attempt to do so.

Based on its methodology, the Institute for Government estimated the cost “for a new policy
department and a mid-sized merger to be representative of the costs incurred in most
department changes — roughly in the neighbourhood of £15m’ and the NAO report reported

a similar average cost for reorganisations. Treasury rules, however, require that any such
reorganisations are ‘cost-neutral’ meaning that no more money is made available to a new or
reorganised department than was provided in previous approved expenditures.

More accurate assessment of the costs of machinery of government change would, as the
NAO highlights, require that: the intended benefits of reorganisation are stated in specific
measurable terms so that their later achievement (or otherwise) can be demonstrated; and
that the planned and actual costs of reorganisations are separately identified within financial
accounting systems so that costs could be managed and subsequently reported.

Whilst retrospective examination of the costs of machinery of government change is
challenging, attempts to accurately estimate the costs or savings deriving from future
machinery of government changes may be even more difficult. Such estimation would require,
at the very least, a plan detailing proposed changes; a statement of intended benefits; and
an estimate of predicted savings and costs.

Regarding future machinery of government changes within the Executive, the Minister of
Finance told the Assembly in October 2009 that “reducing the number of Departments from
11 to six would save tens of millions of pounds per annum on an on-going basis”.® It is
unclear, however, how this estimate was arrived at.

A previous research paper prepared by RalSe considered the potential savings of reducing
the number of Northern Ireland departments and noted that ‘The NICS (Northern Ireland

Civil Service) may have some advantages over their Whitehall counterparts when it comes to
reorganisation. Some functions are already delivered as shared services, such as HRConnect,
IT Assist and Account NI, for example’. Whilst factors such as these may make machinery of
government changes more straightforward and less costly, the paper also noted that ‘On the
other hand, the fact that some back-office functions are already shared may undermine further
the potential for reorganisation to deliver savings. In addition, if the changes require contracts
with the shared services partner organisations to be renegotiated, there could be costs in
varying those contracts’°.

http://eprints.lse.ac.uk/27949/1/Making_and_breaking_Whitehall_departments_%28LSER0%29.pdf

Official Report 6 October 2009, available online at: http://www.niassembly.gov.uk/record/reports2009/091006.
htm#AQ0168/10

Northern Ireland Assembly Briefing Note, ‘Reducing the number of departments: possible savings’, NIAR 271-11
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Appendix 1- Extracts from NAO and Institute for

Government reports

The following are extracts from the NAO and IFG reports on machinery of government
changes. The reports are based on studies of Whitehall departments, so the scope of such
changes would be significantly different to any potential changes made to Northern Ireland
departments.

National Audit Office

We commissioned PricewaterhouseCoopers to construct a cost estimation model to
determine a reasonable estimate of the total cost of the reorganisations we surveyed. This
model comprised four main elements

m A cost framework, to form the basis for questions asked in the survey and data input into
the model.

m  Typologies of different types of reorganisation
m Assessment of data completeness and quality

B A proxy process to give best estimates for cost data that were missing or of poor quality in
the surveys.

PricewaterhouseCoopers used their experience of mergers and acquisitions to develop a
cost framework for capturing reorganisation costs. The model comprises six cost categories
and 22 cost elements (Figure 1). Our survey asked respondents to rate the impact (no, low,
moderate, high) of relevant cost elements on each cost category and to provide their best
information on these costs.

Cost framework for central government reorganisations developed by PricewaterhouseCoopers

T 1 T T )

Staff Property/ Information Branding and Corporate }
accommodation technology (IT) ] communication funcitons ‘
Recruitment Capital acquisitions/ Capital IT additions Signage and other | | Corporate functions, |
refurbishments branding e.g human resources/
finance
‘ Temporary staff ‘ ‘ Removal costs ‘ [T consultancy costs ‘ Website development | ‘ Other consultancy ’
costs

‘ Redundancy costs ‘

restoration costs new/exits/transition communication
costs

Lease exit payments/ ‘ Service contracts — ‘ Stakeholder

‘ Salary uplifts ‘ Service contracts — ‘ Public awareness/

new/exits advertising

Staff project costs
and relocation

“ Training ‘

Consultation process
with staff

Indirect cost: senior ‘

staff planning time T
Indirect costs

Indirect costs: ‘
non-project staff time
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Based on their experience of mergers and acquisitions and analysis of the survey responses,
PricewaterhouseCoopers identified ten broad typologies of central government reorganisation.
The typologies reflect the nature of the reorganisation and whether or not the body is
standalone or has a parent body

The ten typologies of central government reorganisation

Old organisation was 1 Replacement: An existing 4 Merger and absorption:
standalone body is compeletely replaced by Organisation(s) are subsumed into
anew organisation alarger body
2 Merger: Two existing 5 Carve up and disband:
organisations are combined into An existing body is divided
one organisation up, dissolved and its functions

absorbed into other organisations
3 Multiple merger: Several 9

existing organisations are brought
into one organisation

Other types
Old orgsn;sanon hada 6 Carve .Om.: Part of a larger 8 Tralnsfler: Part of one . . 10 CreationCraafioniota
parent body organisation is removed to organisation is movgo tp e part o completely new organisation
stand alone anew parent organisation
7 Multiple carve out and 9 Multiple transfer: Parts of
merger: Parts of several several organisations are moved to
organisations (in some cases be part of a new organisation

including entire organisations) are
removed and combined into a
new standalone organisation

New organisation is New organisation has a
standalone parent body

PricewaterhouseCoopers assigned each reorganisation covered by a survey response to one

of these ten typologies, sub-classifying them in terms of the size of the organisation, defined
by staff numbers and budgets, and identifying clusters of similar reorganisations according to
typology and size (Figure 3).

Survey responses varied in terms of the completeness and quality of the data provided on
implementation costs. The time constraints of our fieldwork meant it was impracticable

to validate the data directly, so PricewaterhouseCoopers carried out checks on internal
consistency and reasonableness, supplemented by cross-checks to annual accounts and
to narrative aspects of the survey responses where appropriate. On the basis of these
assessments, they assigned quality ratings to the data supplied.
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Type of reorganisation Number of reorganisations?
Small size «————» Largesize Total

Replacement
g Organisation completely
replaced by new body

’ Two complete
% organisations 1 3 4
' = become one
Multiple merger
o g.- Several complete
l . : organisations 1 1 3 4 9
- - E become one
Merger and absorption One or more complete

E. ’ E. organisation(s) are 5 1 1 ] 5
subsumed into a

larger body

Merger

Carve up and disband Body divided up,
dissolved, and functions

absorbed into other
organisations

X3
{ 4]

Carve out One aspect removed

I hfli - from larger organisation 4 3 1 8
. to stand-alone

Multiple carve out and merger

o . l- | L% See note 2 2 6 3 13
" .{ n - mam below!
. " ¥

\ Part of one organisation
s is moved to be part of a
new parent crganisation

Transfer

Multiple transfer Parts of several entities
ey | b | are moved to become 1 1

- f her existin,
_n_ = - part of anot ]
- EEH entity

Creation
' N Completely new 2 2 4
o erganisation

Total 10 13 7 13 8 51

PricewaterhouseCoopers developed a proxy analysis approach to determine a best estimate
of costs for data that were missing from responses or for responses which were assessed as
poor quality. This involved two key stages.

m  For each reorganisation typology, PricewaterhouseCoopers used survey data that had been
assessed as good quality to develop standard average costs to use as proxies for each
cost element.

m  PricewaterhouseCoopers then applied these proxies to fill in gaps in the completed
returns, scaling-up or down the proxies depending on the size of the change and the body,
along with other knowledge of the reorganisation available from the survey return, and
drawing on results from other reorganisations in the same clusters.

The proxy approach generated, for the 51 surveyed reorganisations, £230 million in costs
additional to the £550 million gross costs reported in the survey returns.

Where the type, scale and size of reorganisation were known, PricewaterhouseCoopers’
cost estimation model could be used to generate estimates of reorganisation costs for
non-surveyed reorganisations. PricewaterhouseCoopers applied the model to 16 of the 42
non-surveyed reorganisations for which we had this information, estimating gross costs of
£87 million. We did not include this estimate in our report because this area of estimation,
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using full proxies, is subject to a greater degree of uncertainty than the £230 million estimate
based on partial proxies.

Institute for Government

First-year costs are tangible costs incurred in the first year of the department’s operations.
Recurring costs refer to differential pay settlements which were agreed to in the first year

of the department’s operations as a result of a merger. The settlement may be paid over
several years. Increases to salaries as a result of the merger remain for the lifetime of the
new organisation and therefore are coded as recurring although we do not attempt to predict
how much these cost beyond the settlement payout. Indirect costs refer to productivity losses
which we estimate for disruptive changes?!.

£15687,500 £15,289,600 £31,041,700 £173,374,300

B First year
[ Recurring
I indirect
DECC DIUS Defra Dwp
% of administrative 20% 22% 18% 3%
budget

http://eprints.lse.ac.uk/27949/1/Making_and_breaking_Whitehall_departments_%28LSER0%29.pdf
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