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First Special Report 

The Treasury Committee published its Eighth Report of Session 2006–07, The efficiency 
programme in the Chancellor’s departments, on 23 July 2007, as House of Commons Paper 
No. 483–I. The Government response to this Report was received on 26 October 2007, and 
is appended below. 

Government response 

Overview of targets 

1. In view of the central role played by the Treasury and the OGC in the delivery of the 
overall efficiency programme across Government, we would have expected the 
Government to set stretching efficiency targets for the Chancellor’s own departments. 
The process by which final targets were set for HMRC, the ONS, the Treasury itself and 
other offices and departments was internal to the Government, and the reasons for the 
differences between the individual departments are not readily apparent. The ONS was 
set the most ambitious efficiency targets, including a substantial emphasis on 
relocation, combined with reductions in its overall budget between 2005-06 and 
2007-08. The targets for HMRC as well as the ONS placed a strong emphasis on 
headcount reductions as a source of efficiency savings. Across Government as a whole, 
savings based on headcount reductions have emerged more slowly than savings derived 
from procurement. (Paragraph 19) 

Departmental targets for efficiency gains and headcount reduction were agreed as part of 
the SR04 Spending Review. 

Sir Peter Gershon—who led the Government’s independent review into public sector 
efficiency—agreed stretching headcount reduction and efficiency targets with every 
department, including the Chancellor’s departments, as part of his work. Relocation targets 
were agreed as part of the independent review of public sector relocation, led by Sir 
Michael Lyons. 

Agreed efficiency, workforce reduction and relocation targets reflect the forward business 
plans and positions of the departments. 

HMRC is a large civil service employer with a relatively small programme (as opposed to 
administration) budget. As a result, efficiency savings were agreed to be found primarily in 
reforming and reducing HMRC’s workforce. ONS agreed that substantial relocation 
alongside other efficiencies was an important component in restructuring of the 
department in line with its business planning to 2010. 

Overview of reporting and monitoring 

2. In view of the welcome availability of information on the classification of efficiency 
savings across central and local government as a whole as final, interim or preliminary, 
we regret that information about the classification of savings by the Chancellor’s 
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departments on the same basis is not publicly available. We welcome the co-operation 
between the OGC and the NAO on classification issues. In future, we trust that co-
operation between the Treasury—which is now assuming the monitoring role hitherto 
performed by the OGC—and the NAO will be constructive and productive. We were 
concerned to hear the Permanent Secretary to the Treasury wonder whether the NAO 
has adopted an “excessively purist” approach to measurement issues. It is important 
that any assessment of efficiencies achieved is underpinned by agreement between the 
Treasury and its Permanent Secretary, on the one hand, and the NAO, on the other, 
about how these achievements are measured. (Paragraph 26) 

HMT and OGC have put forward their approach to measuring efficiency gains in the 
guidance available on the HMT website, building on the principles set out by Sir Peter 
Gershon in his review. 

HMT, OGC and NAO have worked closely in the implementation of the SR04 Efficiency 
Programme and this has been both productive and constructive. NAO have been consulted 
on the drawing up of both efficiency measurement guidance and in the drafting of 
departmental Efficiency Technical Notes. NAO have provided useful review in their two 
reports into the Efficiency Programme. 

HM Treasury has published since Budget 2007 a breakdown of the Efficiency Programme’s 
progress by department and by classification of gains (into the categories of ‘preliminary’, 
‘interim’, and ‘final’. This information is available on the HM Treasury website. 
Departments are responsible for explaining the progress of their individual efficiency 
reforms, including the classification of gains reported. The Chancellor’s Departments will 
be including such a breakdown in future Departmental and Autumn Performance Reports. 

3. At the heart of the Gershon efficiency programme lies the notion that efficiency 
gains can be achieved without an adverse effect on quality of service, and that monetary 
savings will therefore not be reported as efficiency savings unless quality of service is 
maintained. Witnesses raised concerns about the general adequacy of measurement of 
quality of service, the involvement of customer experience in such measurement, the 
extent of publicly available information about such measures, the rigour of validation 
of such measures within government and the possible role for external validation of 
such measures. Given these concerns, we urge the Government to reconsider its 
decision to reject our earlier recommendation that the Treasury undertake research 
into the quality of measures in place within departments to provide assurance that 
efficiency savings have not led to a reduction in the quality of services delivered or 
products provided, and that it publish the outcome of such research. In the absence of 
such research, we remain to be convinced that the current framework for measuring 
quality of service is adequate. Our concerns about the existing framework inform the 
following recommendations in this Report, which relate to particular departments. 
(Paragraph 33) 

Measures of quality of service are already in place across the programme—every efficiency 
initiative is required to have in place measures of service quality. These are monitored as 
part of the programme to ensure that there is no decline in service quality attributable to 
efficiency programme reforms. 
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The recent NAO report found no conclusive evidence of service quality decline in their 
detailed survey of the programme and in fact noted that in many instances public services 
had improved significantly. Relating to HMRC specifically, the NAO noted that, according 
to the indicators agreed to monitor the impact of the Programme on quality of service in 
areas where headcount reductions are being made, performance had not been adversely 
affected during the period of headcount reductions. In some areas, performance had risen 
substantially, as shown in the latest 2006-07 results in the areas covered by the NAO report: 

• the percentage of tax returns processed correctly first time has risen from 72 per cent 
(2003-04) to 78 per cent (2006-07); 

• the percentage of calls handled correctly has risen from 80 per cent (2003-04) to 95 per 
cent (2006-07); 

• the percentage of formal complaints handled within 15 days has risen from 88 per cent 
(2003-04) to 95 per cent (2006-07); 

• additional VAT payments secured by HMRC staff have increased from £1,401m 
(2003-04) to £1,469m (2006-07). 

The efficiency programme in the Office for National Statistics 

4. We are concerned by the evidence we have received about the process by which 
targets for relocation within the ONS were arrived at and plans for meeting those 
targets developed. Official assessments about the costs and value of particular numbers 
of posts at particular sites appear to have been undertaken after targets were set and to 
have changed on at least two occasions. Targets up to 2010 had been offered by the ONS 
itself and then set by the middle of 2004, although the ONS has now admitted that 
relocation plans for the period from 2008 to 2010 were undertaken during 2006. 
Communication with staff and stakeholders about the relocation programme in its 
various phases and its rationale appears to have been haphazard and inadequate. We 
are also concerned about the apparent weakness of the human resources planning for 
the relocation, as well as weaknesses in the implementation of a consistent human 
resources strategy. These weaknesses in the planning process may have contributed to 
concerns about the effects of relocation on quality of service, an issue which we examine 
later in this Report. (Paragraph 42) 

The work to consider the relocation of ONS posts which led to the submission to the Lyons 
review demonstrated clear financial savings as a result of moving work out of central 
London. 

The detailed relocation planning carried out during the early part of 2004 identified the 
business areas which would relocate in the period up to April 2008. This reflected the 2008 
target set in the 2004 Spending Review and was based on the Centres of Excellence site 
strategies announced alongside the plans in September 2004. The plans did not focus 
beyond this date given the uncertainties about the shape of the Office and new work it 
would be undertaking. Relocation and efficiency planning within ONS has needed to 
evolve to reflect the outcomes of its corporate and statistical modernisation programme. 
The re-engineering of the statistical and corporate systems has provided opportunities for 
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changes in working procedures and the overall structure of the teams delivering the 
statistical outputs and providing corporate support services. This has been essential in 
delivering business efficiencies. 

ONS has learned lessons from the early phases of the relocation programme and has 
improved its strategy. The announcement of the subsequent strategy for delivering 
relocation made in September 2004 was well received and has been supplemented with 
regular corporate updates from the relocation programme team. At the lower level, 
development of the more detailed plans and their delivery has been managed through 
business specific project teams with an overarching Relocation Programme Board 
overseeing and assuring the integration of plans to ensure the delivery of relocation while 
minimising risk to ONS' statistical outputs. Communication plans within these teams have 
focused on the needs of individual members of staff and have facilitated close working with 
the HR support teams. 

The overall monitoring of organisational change is undertaken by a workforce change 
team which integrates business planning for relocation, efficiencies and headcount 
reduction. Its role is to ensure adherence to, and monitor progress towards, corporate 
targets. Importantly the team seeks to promptly address the resulting people issues, such as 
effective and successful redeployment activity, union consultation, recruitment and 
supporting staff moving to the new location. 

5. We recommend that, in its response to this Report, the Government set out the total 
efficiency savings originally expected to be achieved as a result of the ONS’s online 
registration project, the costs associated with the delays to online registration, the latest 
timetable for successful completion of the project and the latest estimate for the effect 
of savings and costs associated with the project on the overall monetary efficiency 
savings to be reported by the ONS to the end of 2007-08. (Paragraph 46) 

The Registration Online project (RON) aims to update and greatly improve the 
registration process. It is a necessary project to bring the Registration side of ONS business 
into the current age of computers and the internet, in order to offer the services that 
customers now expect. As such, the project was necessary in its own right, and was never 
expected to deliver significant efficiency savings in ONS. There will be significant benefits 
from faster access to data and provision of data (where law provides) including for Other 
Government Departments and Local Authorities (LAs). 

It has been estimated that the whole RON project will contribute £200k efficiency savings 
per annum within ONS. 

When the project was rolled out to the Local Authorities there were some teething 
problems, leading to delays in getting all LAs on to the new systems. It is estimated that 
resolution activities will cost in the region of £1m, so taking into account the £200k annual 
efficiency savings the net effect over 2007/8 is estimated to be costs of £800k. 

Currently about half of Local Authorities are using RON to register Births & Deaths. ONS 
is aiming to rollout to 95% by March 08 but anticipate that it may take longer to resolve the 
technical issues with a few LAs. RON is being successfully used by all LAs to register Civil 
Partnerships. 
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6. The ONS has reported having achieved 90% of its monetary efficiency targets, while 
remaining little more than a third of the way towards its headcount reduction target, 
which was planned to account for around 72% of the ONS’s efficiency savings. This 
indicates that the ONS’s efficiency programme has not gone as planned. We 
recommend that, in its response to this Report, the Government: 

• give an account of each revision of the ONS headcount baseline since the 
inception of the efficiency programme, explaining the rationale in each case; 

• provide its latest estimate of the total monetary savings expected to accrue from 
reductions in ONS headcount over the period of the Gershon efficiency 
programme; and 

• explain the reasons for continued adherence to the initial headcount reduction 
target or any subsequent revision of it in the light of the overall progress by the 
ONS towards its monetary savings targets. (Paragraph 49) 

ONS’s efficiency target of £25m is made up of £12.5m cash savings and £12.5m non-cash 
savings. As of December 2006 ONS had achieved £10.2m savings towards the cash target. 
237 full time equivalent (FTE) staff had been released bringing a saving of £6m. 
Procurement savings contributed £2m towards the target, the rest being saved on general 
administrative expenditure including rationalisation of ONS’s estate. 

ONS’s FTE baseline as of 1 April 2004 was 4,310. Changes to the baseline are shown in 
Table 1. 

 
TABLE 1: ONS Baseline adjustments FTE posts 

2004 Baseline 4,310   

Maternity Leave adjustment  
(baseline mistakenly did not include staff on maternity leave as advised by the 
Cabinet Office guidelines) 

+ 32 

Machinery of Government Changes 

Government Actuaries Dept for ONS Centre for Demography 

Cabinet Office for Civil Services Statistics 

Government Actuaries Dept for Occupational Pensions Survey 

 

+ 5 

+ 7 

+ 2 

Controlled Expansions for new burdens 

Extra posts for repayment work, migration task force and other new work 

 

+ 45.5 

Revised Baseline 4,401.5 

 

Headcount reductions will contribute a large share towards ONS's efficiency programme. 
However, many of the headcount reductions will arise from efficiencies delivered towards 
the end of the period of the Gershon efficiency programme so will contribute little by way 
of cash savings within this period. Nevertheless, they will generate savings in subsequent 
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years that will release resources for enhancing the statistical and registration work 
programmes. 

7. Evidence received by the Sub-Committee clearly indicates that the ONS is an 
organisation under intense pressure. That pressure arises from the combined effect of 
budgetary restraint, the requirement to meet stretching efficiency targets for monetary 
savings, headcount reductions and relocation, the ambitious modernisation 
programme including re-engineering of the National Accounts, the need to prepare for 
the 2011 Census and the preparations for legislative change, including the creation of a 
new Statistics Board. (Paragraph 61) 

8. The overall quality of staff of the ONS and their commitment to maintaining the 
highest statistical standards are not in doubt, but the combination of demands creates 
an exceptional burden. The Treasury should therefore review the implementation of 
the efficiency programme in the ONS or the resources allocated to the department to 
achieve that implementation. (Paragraph 62) 

The Government’s response to these recommendations also includes the response to 
Recommendations 10 and 25. 

ONS welcomes the recognition of the challenges it is facing. Many of these are challenges 
ONS has already been dealing with for a number of years, or has faced in the past. It is 
important that ONS meets these challenges while still focussing on its key priority: that of 
producing official statistics. Over the past year ONS published 100 per cent of market 
sensitive publications on time and 99 per cent of other releases. 

It is natural for those who rely on ONS outputs to have concerns about the future and to 
voice those concerns, but the fact of the matter is that there has been no drop in quality of 
outputs. ONS still attracts praise for the quality of its work, and is regarded throughout the 
world as an example of a quality statistical office. Of course there will always be some 
problems: statistics are estimates based on available information and there is always scope 
for improvement. This is not an indication of poor quality, but rather of the need to 
prioritise. 

It is simply not possible to meet all demand for statistics. The CSR provides a sound basis 
for ONS operations but nevertheless it will be vital to set priorities, and cuts to the 
programme have and probably will arise as a result of this prioritisation. ONS is currently 
carrying out an extensive 3-phase consultation exercise with external stakeholders in order 
to assess priorities for its work programme over the period 2008-2012. 

ONS is in the process of strengthening senior management in Newport, recruiting two 
Directors General to support the National Statistician, enabling her to take a full role in 
governance following independence. The Statistics Board will inherit an organisation that 
consistently meets its publication targets; is recognised throughout the world as a producer 
of high quality outputs; is responsive to the challenges it faces; and is well-placed to 
continue delivering. 

9. We have based our conclusions on the principle that efficiency targets, and the 
budgetary provisions that partially underpin them, should be open to revision in order 
to ensure the maintenance of quality of service. (Paragraph 63) 




























