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Foreword

The transformation programmes underway in most Whitehall departments are among the most
important, but least understood, recent developments in central government.

The Institute for Government has been working with a number of departments since 2009 to
evaluate their work. We are keen to draw lessons from this experience and make them public. The
result is one of the Institute’s most important reports this year. It should be seen as parallel to the
statements on cross-Whitehall reform of the Civil Service which we published in the first half of this
year.

James Page and his team have tested and discussed their insights with an advisory group drawn
from eight departments, conducted interviews across Whitehall and run workshops on the main
themes.

What emerges is a fascinating picture of both the extent of the pressures to reduce spending and
staff numbers, and the scale of changes in many departments. There is no uniform pattern, or easily
transferable model that applies to all departments. But there are clear lessons about how to achieve
a significant and lasting transformation in setting the right direction, assembling the right coalition
to lead change, and in engaging staff.

The report identifies several dangers, including large gaps between the rhetoric and reality of change
as well as the need to make further spending cuts over the next few years.

There are a number of urgent recommendations about how further necessary changes should be
handled. In particular — and this is a recurrent Institute theme — the barriers to departments working
together need to be tackled, while greater priority needs to be given to staff engagement.

This report shows how big changes have happened in Whitehall and identifies the conditions needed
for further change. It should be read by everyone - politicians, civil servants and commentators —
before they talk about reforming Whitehall.

el

Peter Riddell
Director, Institute for Government
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Executive summary

A revolution is underway in Whitehall. Confronted by budget cuts on a scale far greater than
any since the end of the Second World War, a radical policy agenda and supporting a coalition
government, Whitehall is facing enormous challenges.

Following the 2010 Spending Review, most departments faced a blunt fiscal challenge with huge
savings required at pace. Departments — except for health and international development - saw
an average overall settlement reduction of 19% in real terms over four years, and all departments
committed to at least a 33% reduction in their administrative spending.

Departments have moved rapidly to deliver savings and are ahead of the planned ‘run rate’. In
August 2012 Francis Maude, Minister for the Cabinet Office, announced independently audited
savings made by central government of £5.5 billion (bn) in the last financial year, which came on top
of £3.75bn the year before.!

Overall the Civil Service has shrunk by over 54,000 full-time equivalents or 11% since the 2010
Spending Review.? It is now the smallest it has been for almost 70 years.? To put this in context,
Margaret Thatcher attempted to reduce the size of the Civil Service by a little over 10% in four years.
This time round the Civil Service has shrunk by at least that much within 18 months.

Many departments are now fundamentally changing how they work to maintain their effectiveness
and, in some cases, build whole new capabilities. Departments have restructured, introduced new
operating models and developed major policy initiatives and programmes such as Universal Credit.

A critical turning point

Whitehall is at a turning point. The rapid pace of change to date belies a deeper fragility and
challenges ahead. Two out of three large change programmes fail to achieve their aims in the private
sector* and there are reasons to think Whitehall may fare worse:

= only 27% of staff across the Civil Service think that change is well led and managed in their
department®

= there is limited experience to draw on of leading change on this scale

= centrally imposed restrictions mean that departments have virtually no access to outside
expertise.

Embedding this round of changes and making further savings, without severely undermining morale
and capability, places a huge onus on leaders throughout Whitehall. The way they lead these major
changes will in large part determine whether or not Whitehall emerges not just smaller, but more
confident and effective in years to come.

The stakes are high, not just for the Civil Service and the Coalition, but also for the public. Success
will help ensure that high-quality services can be provided at a lower cost than before. Failure will
mean not only a demoralised Civil Service but inadequate services and a dissatisfied public.



But at present there is no roadmap for leaders to follow. There is virtually no relevant literature or
documented examples of how to lead major change in central government departments. Moreover,
no-one else, either in government or beyond, has attempted to learn the lessons from change so far
in Whitehall or to set out the challenges and the risks that lie ahead.

This report attempts to bridge that gap, drawing on our independent research.

The Institute began researching major change in Whitehall in 2009 in the Ministry of Justice and
now works closely with a handful of departments. We have also drawn on an expert Advisory Group,
conducted interviews with leaders responsible for change in all the main departments and run
workshops on key issues.

Leading change in Whitehall

The only substantial guide to leading large-scale change is the business literature on change
management. While it contains some core insights that apply as much in Whitehall as in business,
the context is in many respects fundamentally different.

The most obvious difference is in the nature of leadership. With power and authority shared
between ministers and civil servants, there is no single leader with the same levers or control as a
corporate chief executive.

In practice, roles and responsibilities can be hard to define and separate. Ministers’ political
incentives are not necessarily aligned with running a department efficiently and effectively. And
turnover on both sides of the leadership divide can make it difficult for departments to stick to a
consistent direction of travel. While there has been greater ministerial continuity than under the
previous government, only two permanent secretaries remain in the post they were in at the time of
the election.

Because departments rely on ministers for direction on policy, their core mission can be ambiguous
and fluid. Departments also have multiple stakeholders and conflicting goals with no single measure
of value against which to prioritise. As a result, rather than focusing on improving performance
against a clear set of indicators, change in departments tends to be driven by new policy priorities,
crises and ministerial dissatisfaction with the status quo.

Finally, Whitehall is not a single entity but a federation of departments for which there is no direct
equivalent in business. Despite being fairly autonomous and having a tendency to work in isolation®,
there are overlapping interests between departments and with the centre of government, which
means that change often requires a wider coalition of support.

Without understanding these differences, it is impossible to get to the heart of what makes leading
change more or less successful in Whitehall.



Early lessons

Departments’ experiences to date provide lessons about what works.

Set a positive but honest direction

Several departments downsized without establishing a clear direction for the future. But, with

the risk of making cuts simply where they are easiest, departments needed a meaningful vision,
even more than other organisations. We found that departments with the strongest sense of
direction had leaders who articulated a positive sense of what would be better beyond cuts to the
department and services, while at the same time being honest about the scale and implications of
the challenge.

Several departments simply wanted to make changes as quickly as possible. However, leaders
needed to be clearer about how ‘transformational’ this was for their department and move at a
commensurate pace.

Assemble and support the right coalition to lead change

Departments in which leaders worked together and shared responsibility for the change agenda
were much better placed to take big strategic decisions and manage risk across silos.

Where executive teams worked towards a common aim, this showed a deep-rooted commitment to
change in the department. It also set an example for staff on how they should respond. This was true
in the Ministry of Justice, which downsized and changed its executive team as part of building joint
leadership of the Transforming Justice programme.

Ministers were generally seen to be uninterested in organisational change and in many cases,
departmental leaders were simply “getting on with it”. However, whatever ministers’ level of direct
involvement, they have had a powerful influence through their words and actions. And in some
departments, like the Ministry of Defence, ministers have played a pivotal role.

Where we observed governance of change at its most effective, it supported leaders at the centre
of departments to take collective responsibility and make joint decisions without micromanaging
or burdening the implementation of individual programmes. On the other hand, we found many
departments struggled with developing good management information even on the financial
savings attached to each project and programme.

Engage staff and partners in change

All departments face the challenge of keeping staff engaged and motivated through a difficult and
potentially lengthy process with limited opportunities or financial incentives. Many interviewees felt
the ‘psychological contract” had fundamentally changed.

In departments where staff were most positive about change, leaders communicated directly;
engaged staff in setting direction for the department; supported managers and ran redundancy



selection processes that were perceived to be fair and efficient. The Department for International
Development (DfID) also made the ability to engage with staff a key criterion for promotion to
senior posts.

Looking across government, departments have struggled to work together effectively, even where
shared interests exist. Relationships with the Treasury and the Cabinet Office have also needed to be
managed carefully to gain support for key aspects of change.

Invest in change now and for the medium term

Most departments have struggled to find the capacity and capability required to lead departmental
reorganisation on top of ministerial and other priorities. Those that have prioritised and driven
change most effectively have done so by drawing on the best and brightest talent and, as in

the Department for Culture, Media and Sport, supporting ‘back office’ groups (like internal
communications, human resources and finance) to play a more proactive and strategic role in the
department.

Changing structures and processes to reduce costs may deliver the savings, but interviewees across
Whitehall were clear that this alone would not create better departments or ensure that change was
sustainable. At one Institute workshop, business executives challenged departmental leaders to set a
much clearer direction for staff on behaviour and to reinforce it with clear rewards and sanctions.

Looking ahead, departments were less confident they would be able to meet further rounds of
savings. Some, already anticipating the difficult choices to come, have connected change teams
with corporate strategy to plan for tough financial scenarios and potential policy options. This
contrasts with other departments which have been keen to disband change teams to signal a return
to ‘business as usual’.

Dangers ahead

Having acted rapidly, departments are finding that gaps are already emerging between the rhetoric
and the reality of change which undermine credibility and support among staff. There are also big
risks ahead as austerity continues to bite, keeping up the pressure for further savings over many
more years.

Credibility gaps

Making change a reality

Ministers have described change as cutting waste from the back office and departmental leaders
have emphasised delivering ‘more for less’. Both can be difficult to sustain when what staff
experience is services being cut and programmes being stopped. For many staff the reality so far has
been doing similar work in similar ways, but working harder to make up for the absence of former
colleagues. In some cases, greater job insecurity and the imperative to make savings have made
departments more risk-averse, not less.



What leaders say and do

In many departments there is a contradiction between what kind of organisation the department

is aiming to be and the experience of what the department does on a daily basis responding to
events. Similarly, when leaders talked about changing behaviour and organisational culture, this was
often not seen to be matched by what was really rewarded and recognised, particularly through
promotion to senior grades.

Risks ahead

The Government has already acknowledged that the fiscal consolidation will continue until at least
2016/17. There are major risks when leading change over this timescale with further difficult rounds
of savings inevitable.

A fragile leadership coalition

Some turnover of ministers and senior civil service leaders is inevitable. But the change process
needs to be resilient enough to survive changes of ministers, permanent secretaries and even
governments. Several departments will have to look at increasingly radical options for delivering
services and ministers will have to make difficult political choices. Many of the changes that have
been made so far were described as “salami slicing... with some great big chunks”. Further cuts will
require deeper re-examination and longer-term planning. However, the mechanisms and processes
that might make this possible, particularly across governments, do not exist at present.

Departments continuing to work in isolation

To date, change has largely been driven in isolation within departments. However, leaders in several
departments felt it would not be possible to make further large-scale cuts in the same way again,
which means that greater working across boundaries will become essential.

Despite this, the barriers to joined-up working remain powerful. The spending review process has
reinforced silos but there are also institutional and cultural barriers that hold departments back
from realising savings and working more effectively across boundaries.

Falling staff engagement

A decline in staff engagement would make longer-term support for change extremely difficult.

The experience so far has already been draining for staff at all levels — whether they are leaders
responsible for finding savings or staff going through redundancy selection processes while trying
to deliver even more. Motivating staff and retaining the best people is increasingly difficult as staff
see a bleaker future than when they joined and little prospect of improvement. Gaps in the aptitude
and ability of leaders and managers to support their teams have also been exacerbated by the hard
realities of downsizing and redundancies.
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Recommendations

The progress made by departments so far is hard won and often impressive. But this is only the
beginning. Leaders across Whitehall need to hold onto early successes and address the gaps and
risks identified in this report if they are to transform the Civil Service.

Departmental leaders, with support from ministers and non-executive directors, need to:

1.

Broaden the ownership of change within departments

Turnover among ministers, permanent secretaries and directors general makes further
change fragile. By engaging director and deputy director cadres in setting the direction —
and by giving them responsibility for leading key programmes — departments can create a
more sustainable leadership base for change and signal a long-term commitment to staff
across the department.

Plan for the next round(s) of change now

Leaders must avoid making cuts where they are easiest. This requires departments to work
beyond immediate priorities with permission from ministers and non-executive directors.
Change teams need to be connected to corporate strategy so they can work up the best
options, analysis and ideas to provide to ministers before difficult negotiations over future
cuts begin.

Give corporate functions a more strategic role

Leaders can no longer afford to see HR, finance, internal communications and IT as
purely back office functions. These groups must play a much more strategic role in how
departments operate and deserve greater representation on departmental boards. The
specialist skills required to support change in each of these groups need to be recognised
and valued, particularly in relation to key issues like the development of management
information.

Set a positive direction and get tough on engagement and changing behaviour
Engagement and behaviour change are critical to successful change but have been too
easily overlooked. Leaders need to be able to explain what the future ‘deal’ is for staff

in the department, the behaviour that is required and what is no longer acceptable, and
attach explicit rewards and sanctions — including leaving the organisation. As DfID has
shown, staff engagement needs to be made a core part of management and leadership and
form part of the assessment for performance reviews and promotions.

Success also requires support from the Cabinet Secretary and the Head of the Civil Service to:

5.

Tackle the barriers to departments working together to make savings

Breaking the deeply ingrained cycle of siloed working requires committed leadership from
the Head of the Civil Service, Cabinet Secretary and Civil Service Board. It will require:
identifying the biggest opportunities for reform and sustainable savings; making changes
to current Treasury rules and processes; and actively supporting those in departments to
challenge existing priorities and siloed behaviour. This will go a long way to promoting a
more unified approach to change across the Civil Service.
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Reinforce staff engagement as a top priority in departments

This requires the head of the Civil Service to show personal commitment to staff
engagement. Permanent secretaries should be held to account through their objectives
on how they: communicate with staff about change; support leaders and managers to
motivate their teams; and act on the Civil Service People Survey results.

Recognise and reward specialist change skills and expertise

Leading and managing major change effectively requires specialist skills and experience.
The Civil Service Reform Plan recognises this as a skills gap, but leading change is not a
recognised profession so this model for strengthening capabilities will not work at present.
Without explicit reward and recognition for the work of change teams and other groups,
there is a risk that hard-won skills and experience will dissipate, and the Civil Service will
start the next round of savings from an unnecessarily low base.



1. Revolutionary road

Half way through this parliament and two years on from 2010 Spending Review, Whitehall is in

the midst of implementing budget cuts on a scale far greater than any since the end of the Second
World War and a radical policy agenda while adapting to support a coalition government. A
revolution is underway. Departments are undergoing historic changes, fundamentally re-examining
their size, shape and ways of working.

Unprecedented challenges

The UK faces an enormous fiscal challenge having posted the largest deficits of any OECD country in
2010 and 2011 - at 13.3% and 12.5% of GDP respectively.’

This compares with a peak of 8% of GDP at the height of the recession in the early 1990s; 11.2% in
Sweden in 1993 and 9.1% in Canada in 1992 at the zenith of their fiscal crises.® Closing a deficit of
this scale will take many years and the size of the resulting cuts means that no part of Whitehall will
be left untouched.

Taken together, the June Emergency Budget and the 2010 Spending Review set out cuts in public
spending of £81bn. Departments (excluding health and international development) had an average
overall settlement reduction of 19%.° However, this will not be a single hit; inevitably, further
rounds of savings will be required in the coming years.

The Government has simultaneously embarked on the most radical reform agenda since the
Thatcher and Attlee governments. It has introduced major legislative reforms in health, education,
welfare, planning, policing and justice as well as major changes to defence and immigration. On top
of this, departments are addressing the cross-cutting growth and localist agendas, fighting the war
in Afghanistan, planning for major constitutional reform and facing up to the possibility of Scottish
independence.

The pace and scale of reform would be a huge test of the Civil Service at any point. As the Cabinet
Secretary, Sir Jeremy Heywood, said:

“Whether you look at the economic challenge, the fiscal challenge, the
public service challenge, the constitutional reform challenge - we are
beset with enormous issues. And any one of those I have mentioned
would be the dominant theme of most normal five-year parliaments.
We've got them all at the same time.”"’

At the same time, the 2010 Spending Review set out unprecedented cuts to the Civil Service, with
departments subject to at least a 33% reduction in administrative budgets (spending on running
departments excluding frontline activities).
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It is worth reflecting on international experience to understand how radical this is. The Swedish
government, during its fiscal crisis in the 1990s, chose not to cut or reshape their civil service at
all because of the uncertainty it would create at a time of crisis with risks to service delivery and,
ultimately, achieving the financial consolidation.

The UK Government’s approach is at the opposite end of the spectrum, more akin to the Canadian
model in the 1990s, which also involved major cuts and fundamental reform of how several federal
departments operated.”

Neither approach is right or wrong. The cuts present major risks and challenges for Whitehall, but
also an opportunity to address deep-rooted weaknesses and, potentially, to emerge more capable
and effective in future.’™

Unstoppable force; moveable objects

The 2010 Spending Review fundamentally changed the context in Whitehall. After a decade of
almost universally rising departmental budgets, suddenly austerity became the ‘new normal’.
Departments had to agree rapidly how they could continue to deliver on much tighter budgets
with no prospect of returning to growth for many years. While some departments had planned in
advance, this came as a big shock for most. As one interviewee said:

“We knew it was going to be bad. I don’t think we thought it was going to
be as bad as it was.”

Departments have moved quickly and are ahead of the expected rate for delivering administrative
savings. In August 2012 Francis Maude, Minister for the Cabinet Office, announced independently
audited savings made by central government departments of £5.5bn in the last financial year, which
came on top of £3.75bn the year before.”

The biggest chunk of savings, almost £1.5bn, has come from large reductions in headcount. The Civil
Service overall has shrunk by over 54,000 full-time equivalents or 11% since the Spending Review™
and is ahead on meeting the projected reductions set out in the Civil Service Reform Plan (see figure
1)."> By way of comparison, Margaret Thatcher attempted to reduce the size of a much larger Civil
Service by a little over 10% between 1980 and 1984. This time round the Civil Service has shrunk by
at least that much within 18 months and is now the smallest it has been since 1939.
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Figure 1- Change in Civil Service headcount since the 2010 Spending Review
with linear projection towards Civil Service Reform Plan objective
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Source: IfG’s Whitehall Monitor #714, figure 2. Based on ONS Public Sector Employment data to Q2 2012.

A group of core Whitehall departments have reduced staff levels furthest and fastest and are now
between about 20% and 30% smaller (see figure 2). They are:

* the Department for Communities and Local Government (DCLG)
= the Department for Transport (DfT)
= the Department for Environment, Food and Rural Affairs (Defra)

= the Department for Business, Innovation and Skills (BIS).

Four of the five big delivery departments have also cut between 11% and 17% of staff, which
accounts for a large proportion of the overall drop across the Civil Service. This amounts to:

= over 17,000 staff in the Department of Work and Pensions (DWP)
= over 12,000 in the Ministry of Defence (MoD)

= 8,800 in the Ministry of Justice (Mo))

= 4,700 in the Home Office.”

All this has been completed in the context of a pay freeze since 2010, with future pay increases
capped at 1% until 2014.
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Figure 2 - Change in headcount by department since 2010 Spending Review
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Departments are also tackling non-pay costs, having made major savings on estates, including £198
million (m) through better management of leases and over £1bn on reduced consultancy spending
and developing shared service hubs (one of the few examples of working across departmental
boundaries).”®

Several departments are also fundamentally changing how they work including restructuring,
introducing new operating models and developing major policy initiatives and programmes such
as Universal Credit. Although their staff numbers may be increasing, departments like Energy and
Climate Change (DECC) and the Cabinet Office are undergoing major change too - aiming to build
and develop new capabilities.

A critical turning point

The rapid pace of change so far belies a deeper fragility, particularly in light of the challenges ahead.
Two in three major change programmes in the private sector fail to achieve their aims™ and there
are reasons to think Whitehall may fare worse:

= On average, only 27% of staff agreed that change was well led and managed, the second lowest
score on any question in the 2011 Civil Service People Survey (CSPS).2°

The Civil Service has limited experience and expertise leading change on a comparable scale.
In the decade up to the 2010 Spending Review, only a handful of departments downsized
substantially and realised major efficiency savings over this period.”’

= With tight central controls imposed by the Cabinet Office, departments have virtually no access
to outside expertise to support them. Spending on consultancy has fallen by 85% since 2010
following the moratorium on the use of consultants in central government.?
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Perhaps most importantly though — despite the common challenges faced by leaders across
Whitehall — change has so far taken place almost entirely within departmental silos with very little
joining up or learning from each other.

The biggest risk is not failing to achieve the spending cuts but that departments use big, blunt cost-
cutting measures to balance the books rather than driving better value. As the Institute has argued
elsewhere:

“The risk of falling service standards is inherent in fiscal consolidations,
given the short timescales to get money out of the system. Cuts fall where
they are easiest to make, rather than where they are best to make.”*

The question is whether the Civil Service can adapt fast enough and deeply enough to make this
round of changes and further savings without severely undermining morale and capability. As the
National Audit Office (NAO) concluded in its report on cost cutting in central government, while
departments “took effective action... to reduce costs... departments are less well placed to make the
long-term changes needed”.?*

Meeting this challenge places a huge onus on leaders throughout Whitehall. Their ability to drive
change successfully (making sustainable savings as well as introducing new and improved ways of
working) will go a long way to determining whether or not Whitehall will emerge not only smaller
but more confident and capable in years to come.

Success or failure will have consequences for the quality of both services delivered directly by the
Civil Service (such as paying pensions and benefits, running prisons, securing borders and collecting
taxes) and for the wider network of services it oversees. Failure to adapt will mean not only a
demoralised Civil Service but poorer services and a dissatisfied public.

It is not glamorous work. Occasionally, stories about waste in Whitehall, or leaked letters on job
cuts in the Ministry of Defence make the headlines. But, generally, the major changes underway
have taken place outside of the media and public view. There is no break for Whitehall to catch its
breath and no finishing line beyond which it can relax and consider the job complete. Priorities will
change, but the need to keep changing and adapting will remain.

Governments around the world are now looking to the UK to see how we manage this radical
downsizing. Ireland has run almost as large a deficit proportionately in recent years and is
undergoing comparable levels of reform to its civil service. Countries like Canada and Sweden face
far smaller challenges this time round, but are watching what happens in the UK with interest, just
as we initially looked to their past experiences.

This research

There is virtually no relevant literature or documented examples of how to lead major change in
central government departments. Moreover, no-one else, either in government or beyond, has
attempted to learn the lessons from change so far in Whitehall or to set out the challenges and the
risks ahead.
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This report attempts to bridge that gap by drawing on our independent research from right across
Whitehall.

The Institute began researching how to lead major change in the Civil Service in 2009 when the
Ministry of Justice invited us to undertake a real-time evaluation of the Transforming Justice
programme. We now work closely with a handful of departments on an ongoing basis. In total, this
work has involved over 200 interviews and 10 focus groups with leaders and staff.

To test and validate our insights, we have also:
= drawn on an expert Advisory Group representing eight Whitehall departments
= run four workshops on important issues with leaders from across Whitehall and beyond

= conducted interviews with senior leaders responsible for change across the 17 main departments.

Further details about our research are contained in the Annex.

This report

The remainder of the report is as follows:

= Section 2 looks at why leading change in Whitehall is different from business, and argues that
there are three major distinctions that make a contextualised understanding essential in place of
generic change management literature.

= Section 3 describes the early lessons for leading change effectively in Whitehall based on
departments’ experiences to date. It also provides examples of innovative approaches to change
from across Whitehall.

= Section 4 argues that, despite real progress, gaps are already emerging between the rhetoric and
reality of change in departments and that there are substantial risks ahead of the next round(s) of
savings.

= Section 5 makes recommendations for departmental leaders, including ministers, and the Head
of the Civil Service and Cabinet Secretary to help build transformed and capable Whitehall
departments.

= The Annex gives more details of the research underpinning this report.
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2. Leading change in Whitehall

Jack Welch, Steve Jobs and Steve Wozniak, Lou Gerstner, Lee lacocca, Howard Schultz, Anne
Mulcahy, John Timpson and many others are among business leaders with a special place in the
corporate world’s ‘hall of fame’ for their roles in radically changing their businesses and making
them world beaters.

Under Jack Welch the market value of General Electric increased almost 30 times from $14bn
in 1981 to over $410bn by 2001.%> Jobs increased Apple’s value by 44 times from 2001 to 2011,
overtaking its main rival, Microsoft.2

‘Change management’ has become an industry all of its own on the back of this. A rich, if not
exactly scientific, literature has grown up to celebrate these legendary figures and explain why
leading major change made them and their organisations so successful.

It is interesting to reflect on how many examples there are of comparably radical improvements in
Whitehall. How many departments could say their ‘value’ had increased by 30 or 40 times? How
many visionary leaders of change have emerged from the Civil Service and are widely celebrated
beyond Whitehall? Why is there no change literature to speak of that focuses on the Civil Service?

This is not an attack on the Civil Service or its leaders. The same might be asked of any civil service
in the world; there is virtually no literature at all on leading major change in central government.
The reasons behind this disparity between Whitehall and business explain a lot of what is different
about leading change in Whitehall.

Whitehall is not like a business when it comes to leading change

The only substantial guide to leading major change is change management literature for the private
sector. But this is only helpful up to a point in the Civil Service. While it contains some core insights
that apply as much in Whitehall as in business, the context is, in many respects, fundamentally
different.

Whitehall experiences change in a very different way from the private sector. The Civil Service has
always been a long way from the caricature of a steadfastly closed, change-resistant and self-
serving mandarinate.

Paradoxically, Whitehall is both a place of constant change and deep inertia. Whitehall does not lack
experience of change and reorganisations. Departments are constantly adapting to new ministers
and different policy priorities with numerous re-organisations as a result.

The current generation of leaders has experienced a huge degree of change in the last 30 years.
Departments have been created and abolished, changed names and swapped functions. Major
national industries have been privatised and formerly core functions have been outsourced and
commissioned externally. Arm’s-length bodies (ALBs) have proliferated and been put on the quango
bonfire several times over. And the Civil Service has adapted to serving multiple governments
simultaneously as a result of devolution.
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Yet, the core of the Civil Service in Whitehall departments also remains easily recognisable from the
Fulton Report (1968), Next Steps (1988) and Modernising Government (1999).7

From our research, three key factors explain this paradox and make leading change in Whitehall
fundamentally different from the private sector.

Dual leadership

The most obvious difference between the Civil Service and a private company is in leadership itself.

With roles shared between ministers and civil servants, there is no single organisational leader
with the same levers or control as a corporate chief executive. And the division of labour between
ministers and civil servants specifically around change is often unclear and counter-intuitive.

The generally accepted position is that ministers take policy decisions while civil servants advise and
run the department. Yet, in practice, these are so interlinked it can be difficult to distinguish. Policy
changes can require major shifts in the organisation, such as Universal Credit in the Department for
Work and Pensions (DWP) or the expansion of academies and free schools in the Department for
Education (DfE). And, in practice, major changes to the size and structure of a department would
never be undertaken without seeking ministerial support.

Moreover, unlike chief executives, ministers’ incentives are not necessarily aligned with those of
their department. This does not mean that ministers do not support their departments but political
success can run counter to the best interests of managing the department well. As a current minister
reflected in an Institute workshop:

“Can we really say the politicians who are recognised by peers and the
outside world as doing well are the ones who spend much attention
on management and leadership of the institution? You want it to be
important to doing well politically but, if we’re honest, it isn’t.”

Turnover is also high on both sides of the leadership divide in Whitehall, which can make
committing to a change programme, or even a consistent direction of travel over several years
extremely difficult. Relationships at the top of departments are frequently re-made and leaders on
both sides often feel the need to stamp their identity on the department.

Ministerial tenure has tended to be short, averaging around 1.3 years recently, compared with an
average of over six years for chief executives in leading private companies.?®

And while ministerial tenure has increased under the current government, permanent secretaries
have been moving post extremely frequently. Two and a half years on from the election, only two
permanent secretaries remain in the same post and some have moved several times.?
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Mission and value
Whitehall departments operate in a complex and uncertain environment.

Because departments rely on ministers to provide direction on policy, their core mission is often
ambiguous and fluid. Whitehall departments also have multiple stakeholders and often conflicting
goals.

And with no single or clear measure of value, there is often no straightforward way of reconciling
different priorities when cutting costs. As one consultancy has argued:

“In the private sector, decisions about where to cut costs (and where
to invest) are informed by the likely impact on an enterprise’s future
profitability... In contrast, the public sector lacks an overall measure of
value equivalent to profit, so administrators cannot rely on a singular
focal point - a lodestar - to guide their decisions.”

This has two consequences. First, major organisational change in departments tends to be driven
less by focusing on continuous improvement and more by large changes in policy direction, crises or
ministerial dissatisfaction with the status quo.

Second, without competitive pressures to maintain service quality, and because they are having to
act quickly, departments tend to focus on where it is possible to make savings rather than finding
ways to minimise the impact of change or opportunities to innovate.

Working across government

Whitehall is not a single entity but a federation of different departments for which there is no direct
equivalent in business. Departments in Whitehall enjoy a relatively high degree of autonomy and
are famously siloed, reinforced by budget allocation and accountability mechanisms. This explains
why change has, so far, been driven predominantly within departmental boundaries.

But departments are interdependent and their interests often overlap, which can make it difficult
to act on important elements of change. Central departments can limit what is possible in other
departments, for example, through the allocation and sign-off of budgets by the Treasury; an
effective veto over policy in Number 10; and operational controls and guidance from the Cabinet
Office.

This makes tackling issues that require joint action across departments a challenge and requires civil
servants to work against the grain of departmentalism with few levers at their disposal to support
joined-up working.

Without understanding these differences, it is impossible to get to the heart of what makes
leadership of change more or less successful in Whitehall.
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3. Early lessons

Departments have now been leading major change programmes for at least two years since the
2010 Spending Review and have taken very different approaches. This makes it possible to look
across Whitehall to begin to learn what works.

Departments are so diverse that there can never be a single ‘right” answer or approach. It is also too
early to be definitive about what leads to success, as the results of downsizings and reorganisations
will only truly emerge in years to come. However, we have identified nine early lessons about
leading change in Whitehall and used case studies to highlight some of the innovative approaches
that departments have taken in relation to them.

1. Setting a positive but credible direction

Several departments have moved straight into downsizing without a positive case for change.
But, with the risk of blunt cost-cutting to balance the books, leaders in Whitehall, even more
than in other organisations, need to be clear about what will be better in the future beyond
just cuts to departments and services. And to be credible, leaders must set out the scale and
implications of the challenge ahead.

Leaders in several departments told us that a ‘vision’ or ‘narrative’ for change was “too

clichéd”, unnecessary or required “the luxury of time” they did not have. Some leaders also felt
uncomfortable trying to offer a positive narrative about the department when staff unavoidably
faced a difficult reality and could see through any attempt to disguise it. This led several
departments to move quickly on downsizing without a clear direction for the future.

However, with the risk of making cuts where they are easiest, leaders in Whitehall departments,
even more than in other organisations, needed some sense of a better future as part of the case for
change.

The huge financial savings required in the 2010 Spending Review provided an unarguable ‘burning
platform’ for action. But they also created an enormous risk that — in the absence of competitive
pressures — savings would be achieved by shrinking departments and delivering fewer and poorer
services.

Some interviewees had come to regret not making a positive case for change upfront. One
interviewee was aware that, while attempting to downsize quickly, the department lacked “a
compelling vision to lead [staff] out of the wilderness”. The executive team has since spent a
significant amount of time trying to create this vision for the department. However, as we have
observed in other departments, a retro-fitted vision can lack credibility.

The research showed that for departments that put a lot of effort into the case for change upfront,
the benefit was clear. The process of establishing a positive sense of the future department and
what ‘better for less’ would mean in practice, meant leaders and the teams working on this jointly
bought into a shared narrative and developed greater collective ownership of change.
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Change offered an opportunity to fix things that were not working well enough. As one interviewee
put it, “a lot of the changes were widely recognised as being necessary”. And major change, even
when driven by reductions in spending, opened up opportunities to innovate in ways that have
previously been off limits. In several departments that was exciting for those involved in driving
forward new initiatives, even when difficult choices had to be made and some people lost out.

Working on a positive vision also gave leaders an opportunity to address some of the negative
elements of the political narrative on the Civil Service. Ministers, and even the Prime Minister, have
at times referred to civil servants as “faceless bureaucrats”, part of “a wasteful and bureaucratic
state... squandering taxpayers money”,*' and, famously, “enemies of enterprise”.* This is a
predictable part of change in Whitehall. Even where counterbalanced in private, or with positive
comments elsewhere, these words deeply affected departmental staff.

However, for interviewees, credibility was crucial. As we have observed, the case for change was
unlikely to gain much buy-in unless it was also honest about the scale and implications of the
challenge ahead.

Making savings has meant cutting staff numbers and, even when this has been predominantly
achieved through ‘natural wastage’ and ‘voluntary’ redundancies, this has created a negative
atmosphere in departments. Some changes have inescapably resulted in ‘less for less’. Difficult
choices, not just removing ‘gold plating’, have often had to be made and staff could easily see where
this was the case.

Among the minority of departments in which change was not driven predominantly by cuts making
the positive case was easier. An interviewee from one such department said that having “a positive
vision and outcome... not just a change programme with cuts” was a major factor in supporting their
change programme. But articulating the reasons for a painful process was more difficult. Another
interviewee found this was a tough challenge when “the case for change is multi-faceted, with no
single over-riding driver”.

Case study 1. Foreign and Commonwealth Office — measuring performance

When the Coalition government came to power, the Foreign and Commonwealth Office
(FCO) had already begun a major programme of change — ‘More Foreign, Less Office’ — which
required the department to be explicit about how it could add value in an increasingly
globalised world with fewer resources to work with.

The 2010 Spending Review challenged the department to make further savings of 24% in real
terms over four years, providing added impetus to solidify the work already done.

However, rather than frame change around the necessity of cuts, the new ‘Diplomatic
Excellence’ programme set out one ambitious but clear aim for the FCO: to be the best
diplomatic service in the world by 2015. The programme is supported by a framework —
endorsed by the Office of National Statistics — through which the department can assess its
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progress across a number of strands, both qualitatively and using a single composite score of
overall performance.

To further strengthen this process, the internal assessment is supplemented by an external
panel to give expert feedback and assess the FCO's performance and global ranking. Having a
credible strategy does not alter the tough decisions the department has to take. But its focus
on positive, measurable indicators has helped to provide momentum.

2. Establishing a strategy for change

Moving as fast as possible is not necessarily the right approach to change in Whitehall.
Leaders need to be clear about how ‘transformational’ change really is for their department
and move at a commensurate pace.

As the data on staff cuts shows, departments have taken different approaches to change and
proceeded at different speeds. Some moved rapidly in the belief that change should be over and
done with as quickly as possible. This approach was inspired by the business change literature and
reinforced by the views of some non-executive directors from business and finance teams keen to
make savings early. One interviewee said:

“It’s like pulling the plaster; it’s going to hurt whichever way you do it, so
you either do it short and sharp, or you take it out follicle by follicle.”

Another said the aim was to “restructure, centralise, get the numbers out, be done and get on with
our lives”. By contrast, others moved more slowly, bunching savings and changes towards the end of
the spending review period.

In many cases this was not based on a strategic decision about what type of change the department
should pursue having considered the purpose, different options and risks and benefits. In practice,
decisions tended to be based more on practicalities or beliefs about the ‘right’ pace.

Departments’ change agendas varied between being incremental and more fundamental and
transformative. At one end of the spectrum an interviewee said:

“We’re partly saying we don’t need to change who we are or what we do,
we're a talented department.”

At the other end, MoD, for example, is changing its operating model and reshaping top leadership
structures and responsibilities as well as making over 30,000 redundancies and closing a large
budget deficit. Most departments were somewhere in between, with some downsizing and
reshaping but without changing their fundamental structures or resource allocation. As one
interviewee said, the change programme “came in buckets and stayed in buckets”.
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Figure 3 - A typology for the depth of change in departments
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Source: IfG interviews

Generally, departments that were undergoing more incremental change found it harder to motivate
staff because there was no strong vision. But they had less uncertainty and the process was
generally quicker.

The reverse was true of more transformative change; those we spoke to had a positive story to tell.
But even well directed change on this scale was deeply disruptive and challenging, and was only
possible with a leadership team working collectively.

The type of change should determine the approach. Incremental change should ideally be as light
and quick as possible, while deeper transformational change — with implications for structures and
potentially culture — requires more time for strategy and design. This is also likely to require a much
broader coalition of support within and beyond the department.

In some cases, there were obstacles to aligning strategy and approach. For example the Olympics
fell in the middle of DCMS’s change programme. Unexpected events that consume large amounts of
resources can also divert resources and take time to address. Olympics security and the fuel tanker
strike both required significant attention at the MoD.

Not all the departments that acted quickest were embarking on incremental or even instrumental
change. There have been mixed results as a consequence. Comments included: “it was a pretty grim
time, people felt very battered and bruised” and “the emotional side was very difficult”. Leaders

in these departments have not regretted making changes quickly, but have had to manage the
consequences.

The results for those moving at a slower pace have yet to emerge fully, but a key concern identified
in our interviews was losing good people, because of a lack of internal opportunities and poaching
by faster-moving departments that have started to recruit again.
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Case study 2. Department for Transport — advanced planning enabled rapid progress

The Department for Transport chose to move quickly to a new shape compatible with its
settlement in the 2010 Spending Review, which required a 33% reduction in cost and 22%
reduction in staff numbers in the central department. The redesign of the senior structure
took place from September to December 2010, with selection and allocation to roles
within this new structure starting in November, only one month after the Spending Review
concluded.

The new senior team redesigned the rest of the organisation from December to February,
undertaking selection and allocation between January and May 2011. Most of the required
reduction in staff numbers occurred between the end of 2010 and the third quarter of

2011. Key to this fast-paced change was the comprehensive planning undertaken by the
department before the election. A small change team drawn from across the department
explored various scenarios around both structure and working methods and established clear
design principles based on reducing the number of organisational layers.

Communication and engagement was sustained at a high level throughout the change
programme. The speed of change necessitated some difficult trade-offs, however. To some
in the department the change seemed to be too deep, too fast. With restructuring complete,
in summer 2011 the department moved into the next phase of change, recruiting to fill skills
gaps and embedding key themes of high performance and one team working.

3. Developing corporate leadership

Corporate leadership is a key enabler allowing departments to take big strategic decisions,
manage risk jointly and set the tone for staff. Yet, leadership in departments is often built
around silos which limits the potential for transformational change.

As several interviewees observed, Whitehall departments can have deeply entrenched silos with
little affinity or necessary interdependence in their work. One small department was described as
a “bag of bits”. In larger departments, silos existed around both policy areas and delivery agencies.
This made delivering change coherently across a department extremely challenging, depending
on the extent to which senior leaders, and particularly executive teams, could work across these
boundaries to jointly own and lead the agenda.

Departments that had more ‘corporate’ leadership of change - senior leaders working together for
the department rather than just their area within it — found that this was a critical asset. As MoJ’s
experience (described below) shows, a top team working together in this way made it possible to
take big strategic decisions, and to reassess and handle risk across the department, rather than
within isolated work areas.
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Shared commitment and ownership of change across the department demonstrated that change
was resilient and deep-rooted, rather than depending on one or two individuals. In one large
department, the executive team jointly created the departmental ‘story’ which is now being
communicated to staff across the country by directors general and directors — not just in their
own parts of the department. In Mo, corporate ownership of the Transforming Justice programme
explains why the portfolio has survived a change of government, the 2010 Spending Review, and a
new permanent secretary and director general.

However, few interviewees described leadership teams that were behaving corporately. Most
departments’ executive teams were considered to be broadly stable but not closely connected. One
interviewee described the behaviour as “this is my castle and that gate is up”.

A small number of departments were felt to have openly competitive or hostile executive teams.
Another interviewee described their directors general as “warlords”, and another as “big beasts”,
each with their own closely guarded empire.

Senior leaders’ behaviour also established what was recognised and valued across the organisation.
We observed in a number of departments that where senior leaders were not willing to collaborate
across silos in the best interests of the department, this was reflected directly in the way their teams
worked too.

Figure 4 - Different leadership dynamics in departments
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“It always amazes me how
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minded, and you can sense an
important culture change”

Source: IfG interviews and observation in departments

A handful of departments recognised the value of more corporate leadership and actively attempted
to develop it, though this has proven extremely challenging and time consuming. In the best
examples we observed, it required changing personnel on the executive team as well as restructuring
roles to break down silos.
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In one small policy department, for example, many longstanding directors and directors general left
when the senior civil servants went through a redundancy selection process. Reform was pushed
through with strong personal leadership by the permanent secretary with executive team members
each taking broad, overlapping corporate responsibility rather than a specific policy area.

Other departments have effectively accepted that a unified and transformative change programme
may be impossible and have attempted to manage change within these limitations. One interviewee
described a “reluctance to have those opening and challenging conversations” among directors
general, which resulted in never having the “strategic discussion about our pressure points and how
we manage that”.

Some of the most difficult challenges existed in departments committed to large, transformational
change that lacked effective corporate leadership. Change in this sort of department is at great risk
of failure.

Case study 3. Ministry of Justice — corporate leadership of Transforming Justice

The Ministry of Justice’s departmental transformation programme, Transforming Justice,
was launched in 2009 under then Secretary of State Jack Straw and Permanent Secretary
Suma Chakrabarti. The department immediately established a director general post for the
programme. The early phase of the programme developed wider leadership from a group of
directors leading key workstreams.

However, Mo is a large, complex delivery department, created in 2007. This relative newness
and complexity contributed to silos developing across the department’s different policy areas
and executive agencies, which made it difficult to work on a cross-MoJ agenda. Transforming
Justice provided the impetus to address this and the department reduced the number of
director general posts and reformed its policy function to create a single unit, with the result
that “the culture divide between policy and operations is beginning to narrow”.*

Since then, Transforming Justice has been owned across the top team, who are clearly
identified as a coalition strongly committed to the programme. This is reinforced by the

next tier of the organisation with directors and deputy directors serving as senior responsible
owners (SROs) for individual programmes. The challenge for the department now is to
continue to strengthen the corporate leadership and extend it consistently down through the
organisation.
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4. Building in the politics

Whatever ministers’ level of involvement directly in change, their influence over the outcome
is high and needs to be managed as a fundamental part of the change process in Whitehall.

Ministers were not generally seen to be interested in internal departmental change. As one
interviewee put it:

“Ministers are focused on big outward-facing policy changes [not]
internal operations.”

In many departments this has led to a relationship where civil servants “get on with it” as long as
policy priorities are unaffected.

This approach played into a traditional understanding of the division of labour with ministers taking
policy decisions while officials were responsible for running the department. It also appeared less
risky in some cases as it enabled civil servants to take ownership of change rather than rely on
ministers who could move at any point.

But even hands-off ministers have played a unique and important role in departmental changes.
Given departments’ hyper-sensitivity to their priorities, words and gestures, ministers have
frequently been a ‘third rail’ for change.

Some ministers have been a major asset in providing a context for change that supported and
empowered departmental leaders, extending their authority and credibility. Departmental savings
were often also contingent on major legislative or policy changes which ministers had a vital role in
supporting in Cabinet, Parliament and the media.

Similarly, the wrong ministerial words, however inadvertent, set the tone for a long time to come in
several departments. This was a particular risk when ministers were new to a department (pertinent
in many departments following the reshuffle) and did not yet fully understand the organisation and
how their role impacted on the change process. This was also the point at which civil servants were
at the lowest point of what was described in one Institute workshop as the “candour curve”. Keen to
win ministers’ confidence, civil servants were least likely to provide critical challenge. One minister
at his first all-staff meeting caused unease among staff when he responded “possibly, yes” to the
question: “[Are] 50% of us are going to get the sack?”

Ministers have also been important in allowing their department space to focus on internal change.
As one interviewee noted, there was a constant tension between the long-term strategy of what
the department aims to ‘be’ and the day-to-day demands of what the department must ‘do’ which
often pull in different directions.
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A minority of ministers have taken a more ‘hands on’ approach to change. At its best this has
provided drive and decision-making capacity to focus departmental leaders and cut across
siloed interests (see MoD below). However there has always remained some risk that too much
responsibility is borne by ministers, not by the department.

More damagingly for departments, some ministers have tried to push change by adopting an openly
critical approach. Criticism made in public has been extremely difficult for departments to manage
and severely affected the change process. It has undermined the authority of civil service leaders
and the credibility of a positive vision for change in the department. The effect can last long after
the minister has left.

The relationship with Number 10 was also vital for some departments where savings were
predicated on major policy changes. Mo found this, for example, in relation to changing sentencing
policy, which was blocked by Number 10 - leaving a substantial gap in the department’s anticipated
savings.

As discussed at one Institute workshop, civil servants need to build politics into change rather than
trying to manage it at a distance or keep it at arms’ length from the change process. This is not
about trying to shift ministers or Number 10 to a different mode of engagement. Political priorities
are not always in line with running departments effectively and ministers often do not see it as their
job. Since this is unlikely to change, civil servants need to focus more on building alignment with
ministers through relationships that allow the right conversations and move them up the ‘candour
curve’.

Case study 4. Ministry of Defence - ‘hands on’ ministerial involvement in change

The Ministry of Defence is one of the largest and most complex departments in Whitehall.
The MoD encompasses many different organisations spread across multiple locations, each
of which is staffed by a combination of military and civilian personnel.

Serious issues within the department had built up over the long term as the department
struggled internally with decision making and with aligning the interests of constituent
organisations against one another. Unlike other Whitehall departments, the MoD lacked an
obvious forum for civil service leaders to be brought together to resolve issues and determine
cross-departmental strategy, as it is a joint military-civilian organisation. At a time when

the UK was engaged in high-profile overseas operations, the department was also subject to
intense political and public scrutiny. The department urgently required reform to close a £38
billion budget deficit and resolve the root causes.

In 2010, the then Defence Secretary, Liam Fox took the decision to commission a

major external review of the MoD, the Levene Review, which delivered a series of major
recommendations on how to reshape top leadership structures and responsibilities, both
military and civilian. While this took the determining of the department’s future largely out
of its own control, that was arguably necessary under the circumstances.
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Following the Levene Review, the current Defence Secretary, Philip Hammond has taken a
very personal interest in the reform of the department and has worked closely with leaders
on transforming defence, including closing the deficit through the 2012 Planning Round.
Ministers and senior leaders continue to work closely on addressing the major challenges the
department faces in implementing transformation.

5. Managing relationships across government

Despite facing an enormous financial challenge, departments have struggled to work
together effectively — even where shared interests exist. Leaders must identify and manage
key relationships across government with those who can support or block change.

Departments operate in a complex web of relationships across government and beyond, which
presents both opportunities for effective collaboration and potential obstacles to change. However,
leaders have tended to focus on change within their own departments and have struggled to work
effectively across boundaries even when there were clearly shared interests.

At one Institute workshop, leaders from across Whitehall agreed that greater cross-departmental
working could improve service delivery and offered the best chance of making further savings
without simply cutting. Yet they were also frustrated at the lack of progress so far. They identified
numerous barriers including: ministerial relationships, budgetary controls, accountability and
risk, a lack of impetus from the centre (HM Treasury and Cabinet Office) or buy-in from some
departments, and a lack of cross-government data sharing.

Fundamentally, as one senior official put it:

“The problem is that the incentives are not there for departments to bear
the cost of savings which will be reaped by a different department.”

Another interviewee described the difficulty of acting collectively when leaders in other
departments “don’t think any further than the end of their nose and their budgets”.

Departments also faced challenges where they were reliant on the Treasury and the Cabinet Office.
The relationship with the Treasury was described by one interviewee as “very parent child”. In larger
delivery departments in particular there were numerous dependencies with the Treasury including
agreeing delegations, signing off business cases for key projects and even agreeing policy choices
and new operating models.

A few interviewees expressed frustration that the Cabinet Office could “make life unnecessarily
difficult” with central controls — including those on voluntary release schemes — which were
sometimes seen as counterproductive and creating costly delays. Others agreed with the
restrictions and emphasised the constructive role that groups like the Major Projects Authority have
played.
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More widely, departments took very different approaches to managing relationships with arm’s-
length bodies (ALBs) and other tiers of government. Some departments involved a wide range of
ALBs in the scope of their change programme to make more strategic savings. Others, including
departments with extremely large and influential ALBs, engaged less on change. Both approaches
involve risk: either creating too many dependencies which are difficult to manage, or failing to
sufficiently involve ALBs in decisions that will affect them. Similarly, departments need to decide
how best to manage relationships with local government and independent groups or bodies where
changes depend on their support.

6. Engaging staff

Change is inherently challenging for staff at all levels but their energy and motivation

are essential to implementing new ways of working. This places an onus on leaders and
managers to be better at communicating effectively, celebrating positives and running a fair
and effective process.

In some departments, the only job that was safe at the outset was the permanent secretary’s, with
all other staff put at risk or having to go through a selection process. Even in departments where
redundancies have been predominantly ‘voluntary’, the process has affected everyone. Staff who
remain in the job face pay freezes, pension cutbacks and not necessarily improved job security. For
many, this has fundamentally changed the ‘psychological contract’. This has created a challenge
for leaders in all departments to find ways to keep staff engaged and committed despite seeing a
“bleaker future than when they joined”.

As one interviewee put it:

“Our engagement survey results are no secret. They're not terribly good.
Less than 50% on the engagement index, which, as our permanent
secretary says, effectively means only half our people are coming to
work.”

Most interviewees saw staff engagement as crucial. When high, this supported greater “buy-in”
from staff. But a lack of engagement could also obstruct change.

Staff engagement overall has remained broadly static across the Civil Service since 2009. But,
according to the Civil Service People Survey (CSPS), staff have a very low opinion of how well
change is led and managed.*

32



Figure 5 - Staff engagement and perception of leadership and managing
change

CSPS 2009 CSPS 2010 CSPS 2011
Employee Engagement Index 58% 56% 56%

Leadership and managing change 38% 37% 38%

| feel that change is managed well in my organisation 27% 27% 27%

When changes are made in my organisation they are usually for the better 25% 23% 23%

Source: Civil Service People Survey (CSPS)

Adding to this, typical quotes from staff in the 2011 CSPS included:

“have more consideration of how change makes staff feel rather than just
choosing what may logically appear the most transparent options”

And:

“[Do] not lose sight of the enjoyment and wellbeing of staff as it goes
through a difficult change process™®

In the departments that moved fastest, the emotional response has been huge. One interviewee
described how staff were “furious” and “shocked”. Another described threats of physical violence to
the change team and viewed not having a staff suicide as a success measure.

But examples in Whitehall and beyond showed that staff could be engaged through difficult times.
At an Institute workshop on the issue, the chief executive at the National Policing Improvement
Agency (NPIA), described how, despite the impending closure of the organisation, the number of
staff proud to work there was at its highest ever — at almost 90%.

Four factors emerged from the workshop and what we have observed in departments. Very few
departments, however, were doing all, or most, of these well.

First, direct communication from senior leaders to set the context and deliver the right messages
mattered. In one department where the permanent secretary led several all-staff sessions, feedback
from staff was resoundingly positive and they felt connected to the top of the organisation.

Second, constant communication helped to address the concerns of staff and their desire to know
how change would affect them. Effective ‘broadcasting’ of information proved difficult enough in
many departments. But communication was at its most effective when it was two-way. The 2011
CSPS showed that 55% of staff felt they were kept well informed by their organisation, but only
36% felt they had an opportunity to contribute their views before decisions that affect them were
made.
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One interviewee reflected that listening to staff talk about what was wrong in the department, and
how to improve it, paid dividends later. When the change programme was presented back to them,
staff felt they owned it.

Third, managers played a key role in explaining change to staff at team level, supporting their

teams through difficult choices and helping them to plan for their future role or exit. But the

ability of managers to perform these roles was felt to vary greatly within and across departments.
Interviewees said that managers were rarely promoted on the basis of their management abilities
and received minimal support to help them develop those skills. Some managers were felt to be very
good at supporting their teams; others struggled.

DfID was one of the few departments where the ability to lead and manage staff was a key criterion
in promotion and appraisals (see case study below).

Fourth, staff engagement also required change processes to be, and to be seen to be, fair and
effective. Departments generally performed well here, but there were still grievances. One team in
a large delivery department, for example, required all staff to go through a tough selection process
grade by grade, from most to least senior. By the time the most junior grades were about to be
selected, the team had already been cut below the level required. This made the rest of the process
appear gratuitous and undermined credibility.

Case study 5. Department for International Development - prioritising staff
engagement

The Department for International Development (DfID) has overhauled its work to improve
the efficiency and effectiveness of delivering aid, while reducing its presence in a number
of locations. DfID is already working in a leaner fashion than many of its international
comparators, with running costs amounting to just 2% of total spending.

As well as reassessing the countries in which the department has a presence, there was
renewed pressure to streamline back office costs. Despite consistently scoring well in the
Civil Service People Survey for staff engagement, DfID’s wide geographical spread presents
the department with a unique staff engagement challenge, particularly at a time of sustained
change.

The department has centred its efforts around two vital and interrelated areas:
communication and management. Responding to a general perception among staff that the
regular newsletter was no longer fit for purpose, the department has instituted a monthly
all-staff meeting hosted by the permanent secretary and the directors general, which any
member of staff, anywhere in the world may dial into from their office. This is supplemented
by a new focus on tailoring messages, so that additional items targeted at relevant locations
or job roles are included alongside core communications relevant to most staff across the
department.
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To reinforce their work on internal communications DfID has embedded staff engagement
as a core capability for management roles. Recruitment for senior posts requires candidates
to interact with a small group of staff from across the organisation to discuss and respond

to the results of a recent people survey. Both the candidate and staff group are debriefed by
an assessor, with the feedback from both elements feeding into the overall ranking of the
candidate; unsuccessful candidates are given feedback on their performance and encouraged
to re-apply.

This fits well with the department’s use of staff feedback as the basis for the annual appraisal
of the leadership team, underlining how central staff engagement is to those roles.

7. Prioritising change

Change is not just another programme to manage alongside business as usual. Leaders need
to signal that change is core to the department by using the best and brightest and valuing the
specialist skills of back office groups.

Interviewees frequently referred to half-finished, half-forgotten or abandoned change programmes
in their department. Despite acknowledging that change and cuts were unavoidable in the

current context, cynicism about change was still high. Overcoming this barrier required leaders to
demonstrate clearly that change was a top departmental priority, a core part of their role and of the
way the organisation works.

An important signal about the importance of a change programme was transmitted by who was
working on it. Leading change successfully did not rely on a dedicated senior role but, as we have
observed, having one has produced real focus and signalled intent in departments like MoJ. Similarly,
we have observed in a number of departments that the choice of who works on the change agenda
not only mattered to the quality of the analysis and options, but also demonstrated clearly that
change was a departmental priority. Putting the best and brightest to work on change and taking
quality resources from other priorities during a downsizing underlined the importance that the
leadership attached to the work.

Similarly, the extent to which leaders valued specialist skills and expertise for managing change
played a critical role. In particular, the change process has placed a new emphasis on formerly back
office functions: internal communications and HR especially, but also finance and IT.

These teams have had to play a much more prominent role than during business as usual,
supporting staff at all levels through the challenges of downsizing and reorganising, while also being
cut themselves. But some departments have gone further, recognising that the skills these teams
have are essential for managing change and encouraging more effective ways of working over the
longer term.
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In Mo}, for example, internal communications was not just focused on transmitting instructions
and information but on getting a story across to staff to support better engagement and behaviour
change. This was seen as a critical capability for the Transforming Justice programme.

By contrast, in other departments we observed, internal communications were poorly resourced and
undervalued compared with the press office, for example.

Similarly, HR functions were critical to running the downsizing process, and, in departments like
DCMS, also supported the rest of the business. The HR team supported managers to have the right
conversations, thought strategically about what sort of staff the department needed and how to get
them, as well as working on driving up performance.

Ultimately though, change had to be driven by leaders in the department. Departments that have
attempted to drive change primarily from within corporate services have found a lack of credibility
and buy-in across the department.

Case study 6. Department for Culture, Media and Sport - building change capability

The Department for Culture, Media and Sport is the smallest department in Whitehall and
in the spending review period needs to find savings of 24% in its resource budget, including
a 50% cut to administrative costs in the core department. Given the size of the department,
change on this scale will inevitably impact the capacity of the entire department, requiring
strong attention to its internal capability to effect change.

DCMS have taken the challenge seriously, and have changed the way that communications
and HR are used in support of ongoing change. In addition, by restructuring the senior staff
structure first, the department has been able to build capability in the senior leadership team
to support this change.

On communications, the permanent secretary has personally led on staff communication
with all-staff meetings and weekly emails, complemented with face-to-face engagement
through a range of workshops and consultations. Communications have been actively
pushed down the line via the development managers in the department to ensure that
messages reach all staff.

In HR, the team have actively supported managers and senior staff to have the right
conversations with their staff about the future department and their place in it. Moving
HR and Communications to a central role during the transformation process, rather than
continuing to label them as back office functions has allowed senior leadership in the
department to mobilise existing departmental capability in support of change.
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8. Providing effective governance and decision making

Effective governance requires balancing assurance and decision making with the energy for
and ‘ownership’ of change across the department.

Effective governance of change in departments came from combining central direction and
oversight with ownership, energy and drive lower down the organisation. As an interviewee in the
Department of Health said, an effective governance structure meant “everybody feels they own
their changes, but the programme gives them structure so they can see where decisions get made”.

This has created challenges for both the departmental centre and ‘business units’ that can

never be fully resolved but need careful management. The challenges were most acute in large
delivery departments between the corporate centre and delivery arms and in international-facing
departments with a UK base and a dispersed network of offices and missions overseas. But even in
small departments, different teams and areas of the business, like policy and corporate services,
have had to work out what change meant for them.

Several departments have wrestled with how to provide robust assurance at the centre. Delivery
departments like MoD and HMRC were running enormous and complex change portfolios bringing
together around 80 major programmes each with their own SRO, governance and programme level
assurance.

One major issue was with effective management information (MI). We found many departments
struggled with developing good Ml even on the financial savings attached to each project and
programme. But, ultimately, the vast size and complexity of some portfolios meant assurance could
never be guaranteed through information alone and required building open and honest relationships
with programme leads to share issues and tackle defensive behaviour.

There was also the question of where risks were borne. In most cases the executive board was the
ultimate owner of the change portfolio in a department. Leaders at the most senior level needed to
be confident that, collectively, they owned the risk and were on track to deliver. A specific change
board or committee could help tackle lower level issues beneath this but could not provide the
ultimate authority required to take key decisions.

Yet, central oversight also created varying degrees of tension with the rest of the department.
The challenge was always to demonstrate the effective value added — for example, by joining up
dependencies and identifying a critical path for delivery — when this can also be slow and at odds
with the desire to “get on with it” elsewhere.
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The main danger in relaxing central oversight and allowing change to take place in isolation was that
it was then difficult to understand the impact on the department overall. As one interviewee put it:

“The downside of allowing different business units to make their own cuts
is that you don’t have a sense of what the cumulative effect will be on the
whole organisation.”

Despite the frequently siloed nature of departments, retaining central control and decision
making was important in several departments. For whatever reasons, different areas had over or
underachieved and it was very difficult to balance risk across the silos without central coordination.

Case study 7. H M Revenue and Customs - franchise model of governance

HMRC is one of the largest government departments. At the beginning of this spending
review period it had an overall headcount of 66,000 and over 80 programmes in its change
portfolio. Since its creation in 2005, HMRC has been continuously undergoing change,
focusing on bringing in additional revenues, reducing running costs and improving customer
services. It has already doubled compliance yield to over £16bn while making efficiency
savings of £1.4bn.

The department went into the 2010 Spending Review with a clear strategy: to understand
the needs and wishes of its customers. But the 2010 Spending Review asked even more of it:
to make savings along with the rest of Whitehall and to perform its functions better in order
to increase government revenues.

HMRC committed to making efficiency savings of 25% in real terms and reinvesting £917m
of these savings to bring in an additional £7bn per year by 2014/15 on top of the £13bn to
which it had already committed.

For a department of HMRC's size and complexity, it was essential to create effective

decision-making structures to implement that change and strategy. The approach resembled
a franchise model, and allowed the different programmes to be owned as closely as possible
to where change was going to happen, while allowing for central oversight and coordination.

HMRC appointed a director general with overall responsibility for the transformation agenda.
Change directors in each of the four main business lines report both to the director general
for their line and the director general for change.

Despite concerns that these lines of accountability could become entangled, the department
has successfully implemented its savings by using a governance structure that balances
central vision and accountability with local knowledge of how best to make the changes.
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Case study 8. Department of Health — governance supporting the Transition
Programme

The Department of Health, along with the rest of Whitehall, is making large budget cuts and
faces staff reductions of around 10%. At the same time the department is also implementing
wide-ranging reform of the National Health Service (NHS).

These two areas of change together make up the Transition Programme — a break from the
traditional view of the NHS and the department as two separate entities.

The Transition Programme consists of 24 separate programmes running within the
department and in the NHS. The director general for Group Operations and Assurance
oversees all programmes to provide assurance and manage cooperation between the
separate strands.

Every programme has an SRO and a programme board, which is attended by the DG Group
Operations and Assurance and their staff. Monthly reports are sent up to the top team, and
there are clear milestones and risks for each of the individual programmes, with a conscious
emphasis on keeping processes simple.

The top leadership at the department believe this governance structure has enabled them to
plan reform successfully and sell it to staff. The department said:

“This structure works because everybody feels that they own their changes, but the
programme gives them structure, so they can see where decisions get made. The
transparency is really working.”

The governance structure has helped the department and the NHS attempt to deliver their
respective transformations alongside each other.

9. Building change into the department

Changing structures and processes may deliver the savings but will not create a better
department without broader culture change. Departments have struggled to get to grips
with this. Rather than trying to return to business as usual, departments need to embed new
behaviour and start planning now for difficult choices ahead.

Many interviewees felt it was disconcerting to keep focusing on change, with the uncertainty and
risk associated. This reflected a view in several departments, particularly those that have moved
fastest, that it was best to get change over with in order to get back to business as usual.



Yet this has led some departments to declare their change programme complete without tackling
behaviour change effectively or focusing on planning for the future. As one interviewee said:

“Nobody knows how [the department] is going to own and drive a legacy
beyond the programme, particularly as there will be no dedicated staff to
the change programme after September. The change team realise that the
programme’s biggest risk is lack of embedding.”

Almost all departments have produced statements about the kind of organisation they wanted to
be. The descriptions tended to be similar, suggesting there was wide agreement on what kind of
place Whitehall departments wanted to become. And yet much of this was recognisable from the
Fulton Report and has proven stubbornly difficult to turn into reality.

The key problem was the gap between what departments say they want and what is really
recognised and valued by leaders. The table below — developed at a cross-department Institute
workshop — contrasts some of the key aspirations departments set out with what participants felt
really happened.

Figure 6 — Contrast between departments’ stated values and real world
behaviour

Department values Real world behaviour

People are our most important asset and we value "As long as they hit targets, don’t need investment,

management and leadership skills. feedback and time: don’t ask me to do anything to
make them better.”

We reward collaborative behaviour. “Fiefdoms are promoted/rewarded.”

Recruitment and promotion is fair and open; talent “80% - but not when it's urgent or important.”

progresses wherever it is found in the organisation. “Veneer of fair process frustrates people and
progress.”

We value innovation and creativity. “So long as we don’t have to change anything;

don't take risks.”

We welcome challenge and actively seek “We listen, but don’t do anything about it —

feedback from our customers, our suppliers we ‘hear’.
and our staff.

Source: IfG workshop, September 2012
Very few interviewees felt there had been much progress on this at all. Business executives at this

workshop challenged departmental leaders to be much clearer about what behaviour they want to
see and to be much harder in reinforcing them through promotions and potentially staff exits.
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Similarly, wanting to get change ‘over with’ meant that some departments were not planning
effectively for further rounds of savings. In the same way that some departments did not believe
they would have to make savings on the scale set out in the 2010 Spending Review, there was a
similar sense of denial around further savings. One interviewee said:

“The ostriches have put their heads back in the sand and just gone, you
know, we’ve done it... I don’t think they see the next wave coming.”

Those departments best placed to respond to further cuts had connected their change work to

corporate strategy. Looking ahead in this way made change more deeply rooted in the department
and gave leaders the time and opportunity to work collectively on the trade-offs and best options to

put to ministers.

Case study 9. Ministry of Justice — connecting change with corporate strategy

The Ministry of Justice’s transformation programme, Transforming Justice, began in 2009,
with the vision of “better for less”: a better justice system and department serviced by
reduced resources.

From its inception, the programme was an important part of the department’s strategy,
and was collectively owned at executive board level. Given the uncertainty that surrounds
any change of government, it was unclear if the original portfolio of 10 programmes would
survive the 2010 election and the subsequent spending review. It survived both in part
because it was designed with an eye to the forthcoming fiscal climate and was grounded as
much as possible in policy choices that would have been palatable to all political parties.

The programme had become so embedded that it took on a renewed significance
following the subsequent departures of the original DG Transforming Justice and the
permanent secretary. Transforming Justice grew to a portfolio of 43 programmes, covering
approximately half the savings the department was required to make by the 2010 Spending
Review.

However, Transforming Justice is not just a delivery portfolio and the department is already
looking ahead for future savings. Transforming Justice is the backbone of the department’s

corporate strategy, ready for possible future demands and the impact they will have on the
department, while aiming to ensure continued delivery of better for less in the department.
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4. Challenges ahead

Progress to date is fragile. Because Whitehall has acted quickly, gaps are already emerging between
the rhetoric and the reality of change, which undermine its credibility and support among staff.
There are also major risks ahead as austerity continues to bite, keeping up the pressure for further
savings over many more years.

Credibility gaps

Change programmes are at very different stages in different departments. The most advanced have
completed the formal aspects of downsizing and restructuring, realised the savings required in the
2010 Spending Review and disbanded their change teams. Others have back-loaded change and still
have much further to go. Wherever departments lie on this spectrum, none has yet succeeded in
fully embedding their change programme. Departments have proven to be very good at making the
tangible structural and process changes asked of them, but have been much weaker when it comes
to engaging staff and changing behaviour.

From middle managers to board members, staff have repeatedly identified two key gaps across
departments.

Making change a reality

Ministers have described the changes taking place in Whitehall as “cutting waste” and making “back
office savings” to protect the frontline. Departmental leaders have used phrases like “more for less”,
“better for less” and “smaller but stronger”.

These political and civil service formulations matter when setting direction in departments. The
difficulty is in sustaining these descriptions when staff — at all levels — see their department shrinking
and services reduced or stopped. The gap between how change is described and the day-to-day
experience can be large for staff who feel they are doing similar work in similar ways but working
harder to make up for the reductions elsewhere in the department.

This gap between rhetoric and reality can easily undermine support for change. As one mid-level
civil servant reflected, in the CSPS, there is a pervasive sense among staff that change is “simply
about cuts, not about modernising”. And a fast streamer argued that leaders should:

“move away from the sanitised language used to sell every hardship faced
by staff... stop using the word ‘change’ to mask every difficult decision
senior management need to make. Don’t say change when you mean
reduction”

Further, as one interviewee pointed out, the imperative to make savings coupled with increased job
insecurity had taken the department further away from being a confident, innovative organisation,
becoming “quite nervous and possibly more risk averse”.
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What leaders say and do

When leaders communicate about change, their words need to match reality, and their behaviour -
individually and collectively — needs to reflect and reinforce what is expected from staff across the
organisation. As one interviewee pointed out, in challenging times staff “spot any deviation” when
“senior leaders talk the talk but don’t walk it”.

In many departments there is a contradiction between what kind of organisation the department is
aiming to be and the experience of what the department does on a daily basis responding to events.
This highlights the difference between rhetorical commitments to change as a priority and the
perceived behaviour of leaders responding in the same way to every ‘crisis’.

Staff from one big delivery department felt the top priority for leaders should be to “provide
consistent and strategic leadership... making decisions and sticking to them” rather than being
“driven off course by short-term considerations”.

Ministers also play a particularly important role here because, as one interviewee said, “what people
worry about is that ministers have an endless appetite for new projects”.

Similarly, when leaders talk about changing the culture and ways of working this is often not
perceived to be matched by their behaviour and what is really rewarded and recognised. Particularly
where leaders have emphasised being “one department”, staff have been quick to identify any gaps
in corporate behaviour at the top.

Promotion at senior levels has also been identified as sending a clear message about what is valued.
Staff from across many departments felt that promotion was still too often based on favourites and
proximity to ministers without reference to the behaviour and ways of working espoused by leaders.

Risks ahead

The Government has already acknowledged that the deficit will not be closed until at least 2016/17,
with further difficult rounds of savings virtually inevitable. Interviewees generally characterised their
current change programmes as “salami slicing... with some great big chunks” and many were clear
that further cuts would require much more radical changes.

Leading change through multiple rounds of cuts over such a long timeframe presents huge risks.

A fragile leadership coalition

As austerity will continue for many years, the change process needs to be resilient enough to survive
changes of ministers, permanent secretaries and even governments. This is an extremely tough
challenge.

Some level of turnover among ministers and permanent secretaries is inevitable. Unlike in business,
changes at the top have little to do with the best interests of the department, let alone its change
plans. Successors are not chosen by the organisation and the timing of ministerial changes is based
primarily on the electoral cycle rather than the needs of departments. Moreover, planning for
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working with a new government tends to be fairly speculative and there are no mechanisms for
discussing current plans or future priorities, let alone building greater consistency across political
parties.

Many departments will have to look at increasingly radical options for delivering services. And
ministers will have to make tough political choices. One interviewee said:

“The only way to achieve a similar round of savings in future will be
to make brave choices about what we actually do and don’t do in
government.”

And another that this would mean “we couldn’t do what we're doing... further change to the money
makes more radical options essential”.

In this context, departments’ ability to plan for the longer term around a broad consensus will
become critical, but ironically, as one senior civil servant pointed out, “it is even harder to find
agreement when there is no money around”.

Departments continuing to work in isolation

Despite their shared interests, departmental change programmes have largely been driven in
isolation from each other. But leaders in many departments believe they are now approaching the
point where internal changes alone will not yield further large savings. As one interviewee said,
“there’s really nothing left to squeeze”. This means collaborating will be essential, not optional, in
future.

There is a risk that the usual barriers to joined-up working will prevent these savings being made.
As the Institute has argued elsewhere, the 2010 Spending Review process reinforced siloed working
through traditional bilateral negotiations between the Treasury and other departments.* The rapid
process also left little time to plan for cross-government approaches to policy formulation and
implementation.

However, this is not the only barrier and departments do not need to wait for another formal
spending review process to begin to work more collaboratively. Institutional and cultural barriers
need to be overcome. As one interviewee said, there “won'’t be an appetite for doing something
across the government... It would be very hard to make the DGs work together”.

Falling staff engagement

Change can be a draining experience for staff at all levels — whether they are leaders responsible for
finding savings or staff going through redundancy selection processes while trying to deliver ever
more. A precipitous drop in staff engagement would make realising future, more radical savings and
changes to ways of working extremely challenging.
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Leaders in several departments have described how hard it is to stay motivated when there is little
personal incentive or prospect of a brighter future. One interviewee said:

“Obviously the emotional side was very difficult... Some directors telling
people they hadn’t been selected... meant very difficult conversations.”

For leaders responsible for driving change in their area of the department, the prospect of repeating
this experience for years to come can be deeply demotivating.

Motivating staff and retaining the best people will also become increasingly difficult. For one
interviewee, the single biggest risk was “motivating staff, particularly junior staff who see a bleaker
future than when they joined”. Keen to energise and motivate staff, several departments have
established or renewed their ‘people commitments’ and ‘people strategies’ setting out how staff will
be valued and supported.

However, staff across different departments felt that such commitments were being undermined by
the added demands placed on them. And there may be self-defeating longer-term consequences.
One middle manager said:

“Things have become rather dour and hair shirt, which in the long run
will risk demotivation and poor retention of quality people.”

This was made more difficult by the mixed aptitude and ability of leaders and managers to support
their teams through the hard realities of downsizing and redundancies. As one interviewee said,
“weaker line managers, frankly, found it very difficult... to help people manage”.
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5. Recommendations

The progress made by departments so far is hard won and often impressive. But this is only the
beginning of a process that will last for several years and require further savings to be made.
Making the shift from cost cutting to deeper changes in ways of working will require leaders across
Whitehall to hold onto early successes and address the gaps and risks identified in this report.

Our recommendations apply at two levels. First, they aim to support senior leaders to develop the
most effective approach to change within their departments. There is no single prescription for how
to do this but all departments will need to tackle how leaders work together and create greater
resilience for the years ahead; make best use of the capabilities and expertise developed through the
change agenda; and keep staff motivated and committed to new ways of working.

Second, our recommendations aim to address the most important systemic issues which require
action from the Head of the Civil Service and the Cabinet Secretary. Addressing how departments
work together more effectively is not a new issue but is now essential and will require a much
sharper focus. Falling staff engagement is a risk across the Civil Service and needs to be prioritised
and supported at the highest level. And the current model for building capability needs to change

to recognise and reward specialist change expertise. There is also the question of how to build a
more solid and stable leadership coalition with ministers and the opposition, though it is beyond the
scope of this research to suggest specific solutions.

Departmental leaders, with support from ministers and non-executive directors, need to:

1. Broaden the ownership of change within departments
Turnover among ministers, permanent secretaries and directors general makes further
change fragile. By engaging director and deputy director cadres in setting the direction —
and by giving them responsibility for leading key programmes — departments can create a
more sustainable leadership base for change and signal a long-term commitment to staff
across the department.

2. Plan for the next round(s) of change now
Leaders must avoid making cuts where they are easiest. This requires departments to work
beyond immediate priorities with permission from ministers and non-executive directors.
Change teams need to be connected to corporate strategy so they can work up the best
options, analysis and ideas to provide to ministers before difficult negotiations over future
cuts begin.

3. Give corporate functions a more strategic role
Leaders can no longer afford to see HR, finance, internal communications and IT as
purely back office functions. These groups must play a much more strategic role in how
departments operate and deserve greater representation on departmental boards. The
specialist skills required to support change in each of these groups need to be recognised
and valued, particularly in relation to key issues like the development of management
information.
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Set a positive direction and get tough on engagement and changing behaviour
Engagement and behaviour change are critical to successful change but have been too
easily overlooked. Leaders need to be able to explain what the future ‘deal’ is for staff

in the department, the behaviour that is required and what is no longer acceptable, and
attach explicit rewards and sanctions — including leaving the organisation. As DfID has
shown, staff engagement needs to be made a core part of management and leadership and
form part of the assessment for performance reviews and promotions.

Success also requires support from the Cabinet Secretary and the Head of the Civil Service to:

5.

Tackle the barriers to departments working together to make savings

Breaking the deeply ingrained cycle of siloed working requires committed leadership from
the Head of the Civil Service, Cabinet Secretary and Civil Service Board. It will require:
identifying the biggest opportunities for reform and sustainable savings; making changes
to current Treasury rules and processes; and actively supporting those in departments to
challenge existing priorities and siloed behaviour. This will go a long way to promoting a
more unified approach to change across the Civil Service.

Reinforce staff engagement as a top priority in departments

This requires the Head of the Civil Service to show personal commitment to staff
engagement. Permanent secretaries should be held to account through their objectives
on how they communicate with staff about change; support leaders and managers to
motivate their teams; and act on the Civil Service People Survey results.

Recognise and reward specialist change skills and expertise

Leading and managing major change effectively requires specialist skills and experience.
The Civil Service Reform Plan recognises this as a skills gap, but leading change is not

a recognised ‘profession’ so this model for strengthening capabilities will not work at
present. Without explicit reward and recognition for the work of change teams and other
groups, there is a risk that hard-won skills and experience will dissipate, and the Civil
Service will start the next round of savings from an unnecessarily low base.
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Annex - evidence base

The evidence for this report was collected from four sources.
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1.

Working with departments

The Institute for Government has been working closely with a group of Whitehall
departments to help them to reflect on the progress and areas for focus in their major
change programmes.®” IfG began this work in 2009 when invited by the Ministry of Justice
to conduct a real-time evaluation of the Transforming Justice programme. Since then, the
Institute has conducted well over 200 interviews and run 10 focus groups across these
departments as well as reviewing and analysing relevant documents and data. This report
draws anonymously on the insights generated by this work, only some of which is publicly
available.

Semi-structured interviews

From June to September 2012 the team conducted semi-structured interviews with

18 senior leaders responsible for driving the change programmes in 13 departments in
Whitehall. Interviewees ranged from directors to permanent secretary level. Questions
focused on senior leaders’ views on the progress and challenges the department had faced
so far.

Private workshops

IfG hosted four private workshops in September 2012. The theme and structure of the
workshops were determined in conjunction with the Advisory Group, members of which
served as convenors and “problem owners” for three of the four sessions. The remaining
session was convened in partnership with members of the Cabinet Office Employee
Engagement Team.

The workshops focused on:
= working across departmental boundaries
= staff engagement
= culture and behaviour change

= aligning civil service and political leadership.

Combined, there were over 100 attendees at these workshops. These included senior
leaders from across Whitehall as well as from ALBs, devolved and local government and the
private sector.



4. Secondary sources

The report drew on:
= existing literature — see selected bibliography
= published headcount and budgetary statistics

= data from the Civil Service People Survey, which was kindly supplied by the Cabinet
Office

= internal documents supplied by departments as part of the research process.
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