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FI/00/7/1

A PERFORMANCE AND INNOVATION UNIT REPORT
JANUARY 2000

CABINET OFFICE

WIRING IT UP
Whitehall’s Management of Cross-cutting Policies and Services

1. EXECUTIVE SUMMARY

This report recommends action in six key areas to improve the formulation
and management of cross-cutting policies and services:

•  stronger leadership from Ministers and senior civil servants to create a culture which values
cross-cutting policies and services, with systems of rewards and recognition that reinforce desired
outcomes;

•  improving policy formulation and implementation to take better account of cross-cutting
problems and issues, by giving more emphasis to the interests and views of those outside central
Government who use and deliver services;

•  equipping civil servants with the skills and capacity needed to address cross-cutting problems
and issues;

•  using budgets flexibly to promote cross-cutting working, including using more cross-cutting
budgets and pooling of resources;

•  using audit and external scrutiny to reinforce cross-cutting working and encourage sensible risk-
taking; and

•  using the centre (No. 10, the Cabinet Office and the Treasury) to lead the drive to more
effective cross-cutting approaches wherever they are needed. The centre has a critical role to
play in creating a strategic framework in which cross-cutting working can thrive, supporting
departments and promoting cross-cutting action whilst intervening directly only as a last resort.

The central message of the report is that simply removing barriers to cross-cutting working is not
enough: more needs to be done if cross-cutting policy initiatives are to hold their own against purely
departmental objectives. There is no simple or standard answer.

The solution in any particular case needs to be tailor made and based on a thorough analysis of the
problems in that particular case. Solutions can include cross-cutting Public Service Agreements (PSAs)
and changes to budgetary arrangements, but they need not. A number of alternative approaches are
described in the report.
Creating the right environment in which these solutions can work is critical, and the signals which
Ministers give civil servants about the priority they wish to be given to cross-cutting approaches is the
key to it all.



Current structures and ways of working inhibit cross-cutting activity

1.1. Current Whitehall structures and associated ways of working are highly
effective in delivering many of the Government’s key policies and priorities, but
they can also inhibit the tackling of problems and issues which cross departmental
boundaries (so-called “cross-cutting” issues).

There are a number of reasons for this:

•  there is a tendency to take a provider-centred perspective rather than that of the
service user;

•  there is little incentive or reward for organisations or individuals who contribute to
corporate goals or those of another department or organisation;

•  the skills and capacity to develop and deliver cross-cutting solutions are often
absent;

•  budgets and organisational structures are arranged around vertical, functional
lines (education, health, defence etc) rather than horizontal, cross-cutting
problems and issues (social exclusion, sustainable development etc.);

•  systems of accountability (e.g. audit) and the way risk is handled can militate
against innovative cross-cutting working; and

•  the centre is not always effective at giving clear strategic direction, and
mechanisms for resolving conflicts between departments can be weak, leaving
local service providers to wrestle with the consequences.

Cross-cutting working should add value

1.2. A cross-cutting approach is not appropriate in all circumstances and there is
a range of different cross-cutting approaches. The costs and benefits of adopting any
particular cross-cutting approach need to be carefully weighed against the costs
and benefits of more traditional structures.

The vision – removing unintended barriers and disincentives

1.3. This report puts forward a series of proposals that should help to remove
unintended barriers and disincentives to cross-cutting working so that cross-cutting
solutions can be adopted more easily where they add value.



1.4. The proposals should help to put in place a system where:

•  Cross-cutting problems and issues are taken fully into account when policies are
framed and implemented;

•  there is a clear progression from the Government’s overall objectives through
to target-setting and local delivery, with cross-cutting objectives given appropriate
emphasis at all points;

•  conflicting priorities are resolved at the outset and not pushed down the line;

•  credit is given to Ministers and civil servants for contributing to corporate goals
through cross-cutting activity and achievements; and

•  there is a focus on outcomes, so giving maximum freedom to service deliverers
to develop cross-cutting solutions locally, where appropriate.

The proposals

(i) effective leadership for cross-cutting policies and services

1.5. The requirements for this are:

•  cross-cutting activity should be more visibly valued and rewarded;

•  Ministers and senior civil servants should act as “champions” for cross-cutting
policies and services and so help to create a culture conducive to cross-cutting
working;

•  leaders should be judged and rewarded on their performance in securing cross-
cutting objectives as highly as for securing purely departmental objectives;

•  career progression in the Civil Service should depend on developing experience
in a range of policy areas including, so far as possible, experience across the
wider public sector, the private sector and the voluntary sector as well as
experience in frontline service delivery;

•  departmental loyalties should be progressively replaced by corporate and cross-
cutting ties to the Government’s overall aims and objectives; and

•  there should be concerted action to identify and develop the leadership skills
required to deliver cross-cutting goals.



(ii) improving cross-cutting policy making

1.6. Policy formulation and development need to take better account of cross-cutting
problems and issues by giving greater emphasis to the interests and views of those
outside central Government who use and deliver its services. This means that:

•  there should be more effective channels for Government to receive views from
service users and those delivering programmes about areas where more cross-
cutting working is needed;

•  departments should consult more effectively about ways to improve cross-cutting
policy making and to identify areas where existing initiatives are not working
effectively; and

•  better use should be made of the knowledge and experience of outside experts
and practitioners who are not constrained by departmental boundaries. They
should be brought more fully into the policy development process.

(iii) skills for cross-cutting policies and services

1.7. Enhancing the capacity and skills of the Civil Service to promote and manage
effective cross-cutting working requires a radical culture change:

•  there should be more movement and interchange of staff within and outside the
Civil Service to encourage the acquisition of necessary skills;

•  recruitment and promotion procedures should be geared to bringing in and
bringing on people who have, or can develop, the skills needed for cross-cutting
working; but

•  in the meantime, more civil servants should be given immediate practical
experience of handling the conflicts of interest and complex reporting lines of
genuine partnership working.

(iv) more flexibility in the funding of cross-cutting policies

1.8. Further changes to Treasury’s budgetary rules should be considered to make it
easier for departments to move money between years, organisations and budgets to
promote cross-cutting working, and more use should be made of pooled or cross-
cutting budgets where this makes sense.



(v) audit and external scrutiny of cross-cutting policies and services

1.9. Arrangements for external scrutiny of departments and agencies can have
powerful effects on behaviour. Cross-cutting working is inherently more risky
because it involves complex relationships and lines of responsibility. It is important,
therefore, that:

•  any barriers or disincentives to cross-cutting working due to audit and inspection
systems should be minimised;

•  changes in Parliamentary procedures which promote the scrutiny of policies that
cross departmental boundaries should be encouraged, including for example the
creation of more cross-cutting Select Committees in both Houses of Parliament;

and

•  auditors and inspectors should support and encourage sensible risk taking, so
long as risks are properly assessed and managed, good value for money is
achieved, and necessary controls are maintained.

(vi) getting the role of the centre

1.10. The centre has a critical role to play in driving forward cross-cutting
approaches.

This means:

•  articulating corporate goals and cross-cutting objectives, and securing buy-in to
them from departments and deliverers;

•  making sure that effective performance management and information systems
are in place to allow progress towards corporate goals and cross-cutting
objectives to be monitored effectively;

•  identifying where important cross-cutting links are not being made, or best
practice is not being spread, and challenging those shortcomings;

•  sorting out conflicts of priorities where these threaten delivery of corporate goals
and cross-cutting objectives;

•  setting budgets, so that the resources of the organisation as a whole are devoted
to the right activities to deliver corporate goals and cross-cutting objectives; but

•  intervening directly only as a last resort where value can be added.



9. Flexible Funding For Cross-Cutting Policies

Summary
The Treasury has made a number of changes to the framework for the control of
public expenditure which give departments more flexibility in planning spending and
which should facilitate cross-departmental working.

But current systems of allocating and accounting for budgets can still be a barrier to
cross-cutting working.

More needs to be done, including making more use of pooled funding and cross-
cutting budgets to support cross-cutting initiatives.

A cross-cutting budget, administered by the Chief Secretary to the Treasury, should
be set up to act as a catalyst for cross-cutting working.

Perceptions of barriers to cross-cutting working

9.1. Much is said about the perception that there are major barriers to cross-cutting
working in the way budgets are allocated; the conditions that are attached to them;
and the accountability structures associated with responsibility for seeing that money
is spent wisely and for the purpose for which it was allocated. In practice, there is
little evidence of insurmountable barriers: practical solutions can usually be found to
get round most problems if there is a good enough reason for doing so, though this
may involve a considerable amount of time and effort.

9.2. In considering what further flexibility might be put in place, it is important to
recognise the constitutional starting point. Under the present system, Parliament
votes money to the executive to do specific things and it expects the executive to be
able to demonstrate that the money was used for that purpose, and that it was not
wasted. If something goes wrong, Parliament expects to be able to call in one or
more officials who will take responsibility for what has happened, and to call them to
account. Government Accounting rules are intended to achieve this. For much the
same reason, departments have their own rules relating to the money they allocate
to other bodies, in particular local authorities, non-departmental public bodies and
health authorities.

9.3. It is clearly important to maintain budget accountability whilst avoiding
unintended or undesirable consequences. There are now few rules which prevent
money being switched between department (see box 9.1 for recent changes).The
main barrier to the funding of cross-departmental policies – particularly between
Spending Reviews – is different views about relative priorities; specifically, differing
views about the relative priority of cross-cutting issues in relation to purely
departmental objectives.



Box 9.1: Recent changes to budgetary control should assist cross departmental working.

As part of the 1998 Comprehensive Spending Review (CSR), the Treasury made a number of changes
to the framework for controlling public expenditure which gave departments more flexibility in planning
spending and which should facilitate cross-departmental working:

•  budgetary controls are now operated through Departmental Expenditure Limits (DEL) which cover
only that spending which is within departments’ direct or indirect control. Other spending is in
Annually Managed Expenditure (AME);

•  DELs are set for three years so that departments can plan over a longer time horizon than when
plans were reviewed and revised annually;

•  any planned funding within a DEL which is not spent in one year can be carried over to the
following year, helping departments to manage their budgets and avoid wasteful end-of-year
spending surges;

•  additional flexibilities apply in some cases e.g. for the New Deal where the profile of spending
extends over the life of the Parliament and additional flexibilities allow provision to be brought
forward as well as carried over;

•  the separate system of subsidiary cash limits has been abolished, and replaced by a single control
at the level of the DEL. This provides more flexibility to reallocate money;

•  two central funds were established to be allocated on a competitive basis to promote innovative
projects and co-operation between departments and agencies. The £230 million “Invest to Save”
Budget funds innovative projects involving two or more departments. The £2.5 billion Capital
Modernisation Fund supports high quality capital projects with strong encouragement to
departments to put forward joint proposals.

The Public Service Agreements (PSAs) agreed as part of the CSR set out the outputs departments are
committed to deliver with the funding allocated to them. They encourage cross-departmental working by
including some 50 targets which are held jointly by two or more departments, and establishing cross-
departmental PSAs on criminal justice, drugs, and Sure Start.

The budgeting rules allow cross-cutting initiatives to be funded in several ways, for
example by transfers between departments or through joint budgets that are managed by one
department. The Treasury is ready to examine any aspect of the budgetary rules that are thought to be
an obstacle to effective joint working.



9.4. The key question is how to create the right sort of incentives for departments to
spend money on programmes which are not their core business but which are
central to the Government’s overall aims and objectives.

Potential solutions include …

9.5. Stronger mechanisms are needed to settle disputes between departments about
the funding of cross-cutting initiatives. There are various options that could be
considered. Positive incentives, including credit for promoting cross-cutting work, will
help. But where that fails, the Chief Secretary to the Treasury or an appropriate
group of Ministers, need to have the clear, explicit authority of the Prime Minister to
hear arguments and impose a settlement.

… a catalytic cross-cutting budget

9.6. To provide positive incentives, box 9.2 proposes the creation of a central
budget, administered by the Chief Secretary, to promote cross-cutting initiatives. The
budget could be used only for pump priming initiatives which had the general support
of colleagues but for which resources could not be found from existing departmental
budgets. If the right incentives are in place, cross-cutting work should not normally
require special funding from the centre. Allocation from the budget could be made by
the Chief Secretary in consultation with appropriate colleagues.

Conclusion 24: a cross-cutting budget could be created as a collective resource
to help support cross-cutting initiatives that require funding between Spending Reviews.

… and in some cases pooled budgets

9.7. In some cases the appropriate response to the need for cross-cutting working
will be for departments and agencies to put in place a pooled budget. Where budget
flexibility is important and there are legal barriers, it makes sense to remove them.
For example:

•  the 1999 NHS Act has given new powers to local authorities, health authorities
and NHS bodies to commission services jointly, or even pool funds in the
interests of public health; and

•  the 1999 Local Government Act has made it possible to remove quickly any
legislative barriers to the pooling of budgets for services which promote best
value and allows best value local authorities to enter into partnerships with other
agencies.

The NAO have confirmed that accountability to Parliament for the use of pooled
budgets can be shared by those who share responsibility for delivering cross-cutting
policies.

9.8. Pooled budgets are, however, neither necessary nor sufficient to ensure
effective collaborative working. It is important not to think they are a panacea or the



solution in most cases. Pooling a budget may just create a different, more
troublesome boundary in a different place. What is important is that there is:

•  flexibility in the way funds can be used;

•  shared responsibility for delivering the outcomes, including responsibility for
working effectively together; clear responsibility for the individual budgets that
fund combined activities; and

•  a clear understanding of the relationship between those contributing to the
budget, if necessary through written protocols or memoranda of understanding.

Conclusion 25: more cross-portfolio budgets should be considered for high priority issues.

Conclusion 26: Treasury should be pro-active in encouraging departments to develop cross-cutting
budgetary approaches and reflect this in arrangements made for sharing experience between its
spending teams.

Conclusion 27: lines of responsibility need to be clearly defined but, where there is joint working, there
is no reason why more than one Accounting Officer should not be held accountable for the
implementation of a joined up service.

Box 9.2 A Cross-cutting budget

The problem
It is often difficult for departments to reach agreement to fund cross-cutting initiatives
between Spending Reviews. Departments will have already allocated their budgets to departmental
priorities, and will be reluctant or unable to contribute to a common pool. There are similar difficulties
when investment is needed by one department to produce savings for another. Negotiations on a way
forward can be lengthy, and complicated by the responsibility of each Accounting Officer to ensure the
proper management of his or her budget and by the fact that costs can fall in one year and benefits in
another.

A possible solution
These problems would be alleviated by a cross-cutting budget that could part-fund cross-cutting
initiatives between Spending Reviews.

How it could work
The objective of the proposal would not be to fund all cross-cutting work from the centre, but to provide
a financial incentive or catalyst for cross-cutting work. The fund need not, therefore, be large – the idea
would be to pump-prime (on a matched funding basis) cross-cutting working. Decisions to allocate
funding for cross-cutting initiatives would be for the Chief Secretary, in consultation with colleagues.

It would be possible, for example, to make payments only to initiatives that:

•  contributed to the limited number of cross-cutting themes identified in the year 2000 and
subsequent Spending Reviews;

•  substantially furthered existing cross-cutting initiatives; and/or



•  were consequent upon a cross-cutting PSA.

Contributions from the cross-cutting budget would be time-limited, requiring departments
to take over the funding once the initiative was up and running.

Exploring alternative budgetary arrangements

9.9. In order to explore what sort of improvements could usefully be made to existing
budgetary arrangements to make them more flexible in relation to cross-cutting
policies, four case studies have been initiated in an exercise linked to the switch to
Resource Accounting and Budgeting (RAB). The case studies (see box 9.3) are
being carried out with the relevant departments and will provide lessons which will
feed into the year 2000 and subsequent Spending Reviews.

Box: 9.3: Budgeting for cross-cutting initiatives

Objectives

The objectives of the RAB case studies are to:

•  generate and test options for allocating and managing the budgets of cross-cutting initiatives, with a
view to establishing which arrangements best contribute to the achievement of their objectives;

•  identify principles which will aid future decision-making about where and when alternative
budgetary arrangements are useful and add significant value; and

•  explore whether the move to resource accounting and budgeting has particular implications for joint
working.

Case studies

The four case studies cover:

•  the ONE programme (see next chapter);

•  the Government’s overall drugs policy;

•  the Criminal Justice System; and

•  area-based initiatives (e.g. health action zones, education action zones, employment zones, New
Deal for Communities).

Options

Options under consideration include:

•  shared or pooled funding;

•  increased flexibility, including decentralisation and regionalisation of decision-making; and



•  any other funding arrangements which have the potential to improve policy/service delivery.

The centre has a critical role to play in promoting cross-cutting working

11. GETTING THE ROLE OF THE CENTRE RIGHT

Summary

The reforms set out in this Report will allow and encourage departments
to pursue cross-cutting approaches where this adds value.

The centre has an important role to play in setting the right strategic
framework, supporting departments and promoting cross-cutting action
whilst intervening directly only as a last resort.

Spending Reviews, Public Service Agreements (PSAs) and cross-cutting
objectives and performance measures are all powerful instruments for
promoting cross-cutting working.

Clearer, more inclusive processes need to be established for identifying
future areas for cross-cutting initiatives.

The centre has a critical role to play in promoting cross-cutting working

11.1 The reforms set out in this report are intended to help put in place the systems
and incentives that will allow departments to pursue a cross-cutting approach
wherever it adds value compared with traditional ways of working. Ultimately, they
should contribute to a more cross-cutting culture across Whitehall.

11.2. The centre (No 10, the Cabinet Office and the Treasury) also has an important
role to play in promoting cross-cutting working. However, this needs to be carefully
framed; a vital lesson from the private sector is that the centre of any organisation
can destroy value as a result of the wrong sort of intervention more easily than it can
add value as a result of the right sort of intervention (box 11.1). The centre should
only intervene where cross-cutting working is difficult to initiate or sustain without
central intervention and the activity is crucial to the organisation’s overall objectives.

11.3. In central Government, the role of the centre should be to:

•  set the right strategic framework of aims, objectives, targets and performance
monitoring to drive forward the Government’s reform programme;

•  ensure that the Government’s cross-cutting and other objectives are clearly
articulated to departments and agencies;

•  ensure that conflicts between objectives are resolved quickly and not allowed to
frustrate cross-cutting working at departmental or local level;



•  monitor departments’ plans for, and achievement of, cross-cutting working and to
challenge them to improve performance where shortcomings (e.g. failures to
exploit synergies from cross-cutting working) are identified; and

•  intervene directly to join up policies or service delivery where that is not
happening in an important area, but only as a last resort.

11.4. Principles to guide intervention by the centre include:

•  the need to be selective about where and how to intervene;

•  the need to appraise the potential impact of any central intervention before
embarking on it;

•  the need for the centre to recognise its limitations and to draw on expertise from
departments and elsewhere when needed;

•  the need to look to service deliverers and end-users to signal where there are
existing (or potential) failures to work cross-departmentally; and

•  the need to evaluate the effectiveness of different interventions and use the
lessons  learned to do it better next time round.

Box 11.1: Private sector experience – how the corporate centre adds value

Role
The role and focus of corporate centres varies significantly from business to business.
However, most corporate centre functions can be categorised as follows:

•  core activities e.g. activities in support of statutory and stakeholder requirements;

•  value adding activities (directly linked to companies “value proposition”); and

•  shared services (e.g. HR, IT, accounting).

Businesses worldwide are re-thinking how their corporate centres add value to the business as a whole.
Five main “value propositions” may be identified1

:
•  build – assisting business units to gain size and power;

•  stretch – raising the profitability of business units;

•  link – creating and coordinating links across business units;

•  leverage – building and exploiting corporate assets (e.g. knowledge); and

•  develop – changing the portfolio of business units.

                                           
1with acknowledgements to PriceWaterhouseCoopers (PWC) for devising this model..



Lessons
A number of businesses are beginning to place greater emphasis on the “link” and
“leverage” functions (e.g. Virgin and ICI) to ensure effective exploitation of corporate

resources and better management of links across different business and geographical units. In doing
so, experience suggests a number of preconditions for effective interventions:

•  the centre should not try to do everything itself but draw upon the expertise and
knowledge from business units and beyond;

•  the centre needs to understand the business units well enough (“sufficient feel”)
to avoid destroying value by the wrong sort of interventions; and

•  the centre needs the right sort of skills (e.g. facilitation, cross-cutting working).

The year 2000 Spending Review is critical

11.5. A review of the Public Service Agreements which underpin the Government’s
public expenditure plans will form a critical part of the year 2000 Spending Review.
This provides an opportunity to identify and drive forward major areas of work which
require a cross-cutting approach.

11.6. As part of arrangements for the year 2000 Spending Review, the Treasury has
set up a Cross-cutting Issues Group to review policy areas that might benefit from a
more cross-cutting approach. As well as officials from the Treasury, there are
representatives of the LGA and the Audit Commission. The Group’s recommended
list of policy areas for cross-cutting review in the year 2000 Spending Review is
given in Box 11.3. Details were announced by the Chief Secretary in December
1999.

11.7. The approach to be taken to each of these cross-cutting reviews follows the
principles outlined in this report with a lead Minister, inter-departmental teams
working in partnership to tackle the problem identified, and involving outside experts.

Box 11.3: Details of cross-cutting reviews in the year 2000 Spending Review

In consultation with departments and local government, the Prime Minister and the Chief Secretary to
the Treasury have identified a list of thirteen cross-cutting reviews to be conducted by summer 2000.

A cross-cutting review of Welfare to Work will consider how to move towards
employment and opportunity for all. In addition to 1998’s review of Services for Children, which
established the Sure Start Programme, the Government has added reviews looking at Young People at
Risk and Old People.

To 1998’s reviews of Drugs and the Criminal Justice System, the Government has
added a new review of Crime Reduction, exploring new options for tackling the causes of crime.



The Government is building on the review of Local Government Finance in the 1998 Comprehensive
Spending Review. In addition there will be two new reviews looking at area-specific problems: a review
of Government Intervention in Deprived Areas and a review of Rural and Countryside
Programmes.

The Government has established a review of Science and Reserach, to consider how public support
can better address the needs of the economy at large.
Two further reviews will look at cross-cutting issues overseas. The first of these will consider how
Britain can best contribute to Conflict Prevention, with an initial focus on sub-Saharan Africa. The
second will look at Britain’s contribution to Nuclear Safety in the former Soviet Union.

For each of these reviews, the Prime Minister has identified a lead Minister. An inter-departmental team
has been established, and the reviews will draw on relevant experience from inside and outside
Whitehall.

More details are given in Annex A8.

A more systematic approach to identifying areas for cross-cutting initiatives

11.8. However, for the future a more systematic continuing approach is called for.
This will require machinery able to:

•  review cross-cutting priorities between, as well as during, Spending Reviews; and

•  monitor the outcomes of cross-cutting working.

11.9. The required machinery is summarised in the following recommendations:

Conclusion 37: the Performance and Innovation Unit (PIU) Steering Board should
take the lead in commissioning work to identify future cross-cutting priorities
between Spending Reviews and recommending the right part of Government
to take them forward. This will be a substantial task requiring, among other
things, consultation with departments and those delivering and consuming services.
The PIU Steering Board may want to co-opt others to support it in this work and to set up sub groups of
practitioners and specialists. It should be supported by a joint secretariat of the Cabinet Office and the
Treasury.

Conclusion 38: The Cross-cutting Issues Group, chaired by the Treasury, should
consider and monitor proposals for cross-cutting work in the year 2000 and
subsequent Spending Reviews and co-ordinate the introduction of additional
cross-cutting Public Service Agreements (PSAs).

Conclusion 39: PSAs should reflect the Government’s key cross-cutting priorities and
identify the contribution each department can make to achieving them. Departmental
PSAs should be more explicit in identifying areas where collaboration and input from
other departments is required.

Conclusion 40: the Modernising Government Project Board in the Cabinet
Office should take the lead in monitoring the implementation of the proposals in this
Report and in investigating the effectiveness of the delivery of cross-cutting initiatives on the ground.



Conclusion 41: the Chief Secretary to the Treasury and the Minister for the Cabinet
Office should submit a joint report to the Prime Minister on progress with the
implementation of the proposals in this report by early 2001.

.
The roll of the centre needs to be communicated clearly to departments.

11.10. For these arrangements to work effectively, the central departments need to
work closely together and be seen to be doing so. At present, the precise role of,
and relationship between, No 10, the various parts of the Cabinet Office (including
the Centre for Management and Policy Studies and the Civil Service Management
Board) and the Treasury, can be obscure to staff in departments and beyond. A
short, plain English guide setting out the roles of the different players at the centre,
how they work together and how they relate to departments would be invaluable in
communicating the role of the centre and in underpinning the proposals in this
Chapter.

Conclusion 42: the central departments should prepare and circulate a short guide
setting out the roles of the different players at the centre, how they work together and
how they relate to departments.

ANNEX A8 DETAILS OF CROSS-CUTTING REVIEWS IN THE YEAR
2000 SPENDING REVIEW

1. The review of Welfare to Work and ONE will consider how the Government can
move further towards its aim of employment opportunity for all. The review will look
at all expenditure devoted to moving people from welfare to work, including
expenditure on the Employment Service, the New Deals and the cost of providing
benefits, training and advice for those not in work. This work is being led by
members of the Cabinet sub-committee on Welfare to Work. Departments involved
include Education and Employment, Social Security, Health, Inland Revenue and
others.

2. The review of Sure Start and Services for the Under Fives will consider
the Sure Start programme in the light of developments since its launch in 1998. It will
review evidence which has emerged since the last spending review, and will aim to
take a complete view of what current needs are and what different government
programmes are delivering. Minister for Public Health Yvette Cooper will report on
this review with Secretary of State for Employment David Blunkett. Involved are the
Departments of Health, Education and Employment, Environment, Transport and
Regions, Social Security and the Home Office.



3. The review of Young People at Risk will report on the most cost effective policies
and means of service delivery for helping young people at risk aged 13-19 to make
the transition safely from childhood to adulthood. It will make recommendations
on adjustment to existing programmes as well as on co-ordination and accountability
arrangements. The work is being led by the Minister for Employment, Welfare to
Work an Equal Opportunities Tessa Jowell and involves Departments across
Whitehall.

4. The review of Support for Older People will look at the scope for improving
the ‘gateway’ to ongoing care and support for older people and some disabled
people who cannot work. It will review existing arrangements for information
provision and needs assessments, exploring the possibility of a single point of
access to services. It will consider the scope for more rational, effective and efficient
systems of service delivery across the boundaries of social services, social security,
the NHS, other government bodies, and the private and voluntary sectors. The work
is being led by the Minister of State for the Cabinet Office Ian McCartney and
involves departments across Whitehall.

5. The Criminal Justice System review will build on initial work in the
Comprehensive Spending Review. The CSR proposed setting clear objectives and
targets for the CJS as a whole and introducing new arrangements for joint strategic
planning and performance management at national and local level. The new study
will take stock of what has been achieved and what more remains to be done, and
help underpin effective crime reduction. The Home Secretary Jack Straw will lead
this review. All departments involved in the CJS will participate.

6. The review of Drugs will build on the work undertaken in the previous spending
review to make a fundamental and rigorous assessment of the effectiveness of the
use of existing anti-drugs resources. As well as considering the outputs and
resources required to underpin the strategy, it will also consider mechanisms for co-
ordination and delivery of the strategy, both at national and local level. A particular
concern will be to focus efforts on pro-actively tackling the root cause, rather than
reactively subsidising failure. The review is being led by the Minister for the Cabinet
Office Mo Mowlam, working with the UK Anti-Drugs Co-ordinator Keith Hellawell and
departments across Whitehall.

7. The review of Crime Reduction will build on the Crime Reduction Strategy
established in the last spending review. It will consider the scope for crime-reducing
activities across the whole of Government, tackling the full range of factors
associated with criminality and offending. The review team will ensure that its
findings are reflected in resource allocation and target setting in the year 2000
Spending Review. Home Office Minister of State Charles Clarke is leading the
review and departments across Whitehall are involved.



8. The review of Local Government Finance will provide an overview of the
spending needs and objectives of English local government to inform decisions in
the year 2000 Spending Review. The key outputs of the review will be the local
authority revenue settlement and investment strategy. The review will also consider
how targets can best be delivered on the ground. The review being led by the
Minister for Local Government and the Regions Hilary Armstrong. All departments
with an interest in local government are involved.

9. The review of Government Intervention in Deprived Areas will consider the
impact of main programmes in deprived areas as well as regeneration funds and
area-based initiatives. Building on recent work Unit, it will seek to ensure that the
year 2000 Spending Review supports the Government’s aim of narrowing the gap
between the most deprived neighbourhoods and the rest of the country. The Chief
Secretary has asked Treasury permanent Secretary Sir Andrew Turnbull to lead this
review, reporting to all interested Ministers.

10. The review of Rural and Countryside Programmes will build on the recent
recommendations to Government by the Performance and Innovation Unit and
ongoing work on the Rural White paper. It will consider rural development,
environmental issues and the provision of public services in rural areas. Minister for
the Cabinet Office Mo Mowlam will lead this review. Other departments involved
include the Ministry of Agriculture, Fisheries and Food, the Department of
Environment Transport and the Regions and the Department of Trade and Industry.

11. The review of Science and Research aims to ensure that science which is
supported from public funds in England in being properly conducted and exploited to
the benefit of the economy at large. This work will take full account of work being
carried out for a Science and Innovation strategy led by the DTI. It will be led by the
Minister for Science Lord Sainsbury, and will involve the Department of Trade and
Industry, the Department for Education and Employment, and the other departments
that play a significant role in these areas.

12. The review of Conflict Prevention in Sub-Saharan Africa will consider how the
UK’s objectives for conflict prevention in this region can best be defined and
delivered. The review will also consider the scope for applying the conclusions of the
review to conflict prevention worldwide. The review will be led by the Secretary of
State for International Development Clare Short. Other departments involved include
the Foreign Office and the Ministry of Defence.

13. The review of Nuclear Safety in the former Soviet Union will identify the UK’s
key priorities, taking into account G7, EU and other international efforts to address
nuclear safety, security and mitigation of the nuclear legacy in the FSU. It will
examine how both UK bilateral assistance and UK contributions to multilateral
programmes contribute towards achieving these objectives. The review is being led
by the Foreign Office Minister of State John Battle. Other departments involved
include Trade and Industry, Defence, International Development and Environment,
Transport and the Regions.

14. The Treasury, Cabinet Office and outside experts will be involved in all thirteen
reviews.
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FINANCE COMMITTEE MEETING 14 MARCH 2000 – BACKGROUND BRIEF

The Role Of Scottish Executive Finance

1. The role of Scottish Executive Finance is to support Ministers and Departments to enable
the effective management of public funds.  At present, SEF’s overlapping services include:

•  Policy advice on areas such as overall public expenditure allocation, Private Finance,
public sector pay policy and the Variable Rate of Income Tax.

•  Financial reporting through the production of Statutory Accounts on behalf of
Ministers, the provision of non-statutory information, and through advice to Agencies.

•  Financial control through the provision of advice and monitoring of financial
management in the Scottish Executive, on behalf of Accountable Officers and of
Agencies, and liaison with external public audit.

2. The core functions of SEF are to assist Ministers in allocating and managing funds from
the Scottish Assigned Budget and to support Departments and Accountable Officers to ensure
that expenditure is regular, proper and gives value for money.   These functions are reflected
in SEF’s DEPLAN for 1999-00 which sets out the following key aims for Finance:

•  To enable Ministers to make well-informed decisions about the allocation of
resources.

•  To maintain effective controls over expenditure and income and produce accurate
accounts.

•  To help departments secure value for money from their expenditure.

•  To enable Ministers to establish effective financial arrangements for the Scottish
Parliament.

Changes since 1 July

3. A series of new factors are having an impact on requirements, and on the way SEF goes
about its business.  Some are already being responded to, and some are likely to continue to
develop and will require a continuing response.

4. Pressures for change stem from:

•  The overall impact of devolution, especially the demands from Ministers, and
the introduction of a Minister of Finance;

•  The introduction of both the provisions of the PFA Bill and Resource
Accounting and Budgeting, which herald a need for change to processes and
skills;
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•  The increased scrutiny of programmes and overall allocation of resources by
the Parliament;

•  The withdrawal of Treasury, with SEF taking on some of its functions.

The Role of the PFO

5. The role of the PFO is to be the Permanent Secretary’s chief adviser on financial matters
and support the work of Accountable Officers.  He is expected to help them:

•  plan the use of the resources entrusted to the Scottish Executive;

•  seek to give better value year by year for those resources;

•  control and report expenditure and performance;

•  ensure financial propriety;  and

•  co-operate with the Treasury and other Departments in financial matters.”

I enclose a copy of my letter of appointment.

Dr Collings, PFO

Copy to: MG Members
Registrar General
Keeper of the Records
Assistant Directors, Finance
Mr W T Tait

MEMORANDUM OF RESPONSIBILITIES OF PRINCIPAL FINANCE OFFICER

Introduction

6. This statement of your responsibilities as Principal Finance Officer is given to you by me
as Permanent Under Secretary of State and Principal Accounting Officer for The Scottish
Office and as Accounting Officer for The Scottish Office Administration Vote.  You also have
responsibilities to the Additional Accounting Officers in The Scottish Office, and to the
Registrar General for Scotland and the Keeper of the Records of Scotland in relation to their
roles as Accounting Officers.

7. You report directly to me and to the other Accounting Officers. You are responsible, along
with the PEO and other senior managers, for supporting me in the general discharge of my
responsibilities to Ministers for the economical, efficient and effective management of the
public funds and other resources entrusted to The Scottish Office in pursuit of the
Government's objectives, and for maintaining high standards of administration throughout the
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Office.  In relation to the programme expenditure with which the other Accounting Officers
are concerned you have broadly similar responsibilities.

8. You are my chief adviser on all financial matters.   As such you have general
responsibility for the way we:

8.1 plan the use of the resources entrusted to The Scottish Office;

8.2 seek to give better value year by year for those resources;

8.3 control and report expenditure and performance;

8.4 ensure financial propriety;

8.5 co-operate with the Treasury and other Departments in financial matters.

9. In The Scottish Office, line managers have specific responsibilities delegated to them for
managing resources and I look to you for advice on how to maximise their sense of individual
responsibility and accountability.  It follows that you should discharge your responsibilities
less by direct control. over detailed matters and more by providing the necessary framework
of procedures and systems and checking that they are effective.

10. All our Accounting Officers sign Appropriation Accounts and are liable to appear before
the Committee of Public Accounts to answer questions either arising from the Accounts
about financial propriety and regularity or about value for money studies conducted by the
National Audit Office on programmes for which they have responsibility. You are responsible
for advising them on all these matters and may be required to appear before the Committee of
Public Accounts with them and senior line managers.

Delegation of Authority to Line Managers

11. Separately, I delegate to senior managers authorities for financial management, including
authorities for them to delegate to managers in their lines. You are responsible for advising
me and Additional Accounting Officers on these delegations, including delegations to
Executive Agencies, and the monitoring and control Systems line managers should operate,
and for obtaining assurance that they comply with them and for arranging such compliance to
be checked from time to time. You should advise me on ways to increase the authority and
accountability of individual line managers while maintaining essential knowledge and
control.  You should help line managers delegate authority and improve accountability within
their commands.

Delegation of Your Authority

12. I hereby delegate to you the authority to delegate your authorities within your command
(except where this memorandum or central rules require me personally to authorise
delegations).

Public Expenditure Planning and Control
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13. You are responsible for the Departmental resource planning and allocation process. This
includes the co-ordination and quality control of Departmental proposals, co-ordination of the
annual Public Expenditure Survey and Estimates bids for Departments and control and
monitoring of delegated authorities.

Propriety and Regularity of Expenditure

14. Together with the Additional Accounting Officers, I am ultimately responsible for
ensuring the propriety and regularity of expenditure.   I look to you to provide the
authoritative source of advice on these matters and to ensure that necessary controls are in
place.

Regularity is the requirement for all items of expenditure and receipts to be dealt with
in accordance with the legislation authorising them, any applicable delegated
authority and the rules of Government Accounting;

Propriety is the further requirement that expenditure and receipts should be dealt with
in accordance with Parliament’s intentions and the principles of Parliamentary control,
including the conventions agreed with Parliament (and in particular the Public
Accounts Committee).

Accounting

15. You are responsible for all aspects of the Department’s Supply and Vote accounting
procedures and for the preparation of annual appropriation accounts and other accounts
signed by me or the Additional Accounting Officers in accordance with the requirements of
Parliament and the Treasury.  You should maintain systems for identifying the cost of line
management activities, functions and projects. You are responsible for ensuring compliance
with the general requirements of Government Accounting, including the maintenance of
proper records of the Department’s financial affairs, ensuring that management accounting
systems are consistent with and support cash planning and control, advising line managers on
the use of these systems, and for the maintenance of asset records.

16. You should also plan for the introduction of accruals accounting.

Vote and Other Controls

17. You are responsible for ensuring that expenditure is kept within control totals, including
cash limits and running costs limits and should ensure that outturn information is reported
promptly and accurately within the Department and to the Treasury.  You should ensure that
systems are in place to enable attention to be drawn to prospective breaches of control figures
and propose options for avoiding them in time for remedial action to be taken. You should
therefore ensure that an adequate budgeting system is in place, that delegated authorities are
properly managed, that Treasury authority is sought as appropriate in regard to end year
flexibility, virement and Supplementary Estimates.

Banking and Cash Management

18. You have a general responsibility for cash management, making payments and collecting
receipts.  You should ensure that banking arrangements are secure, reviewed regularly and



                                                                                                                                     FI/00/7/3

SCU00309.030 5

offer value for money, taking account of the requirements to minimise the Exchequer’s central
financing costs.

Fees and Charges

19. You are responsible for ensuring that fees and charges are set and recovered in accordance
with the Fees and Charges Guide.  Appendix Al of that Guide sets out the specific
responsibilities of the PFO. It will normally be appropriate for you to appoint a ’fees and
charges co-ordinator’ to ensure that the relationship between finance and line Divisions is
properly managed.

Value for Money

20. You are responsible for ensuring that Departmental line management pays proper regard
to the need to obtain value for money and should therefore ensure that systematic
arrangements for the costing and appraisal of all proposals with resource implications are set
up.   These arrangements could include purchasing activities (in consultation with the
Director of Purchasing), policy proposals, changes to existing services, and new capital
projects.  You also have responsibility for assisting management in devising, selecting and
setting appropriate indicators and targets for financial performance, quality of service and
efficiency, and in conducting policy evaluation.

21. You are responsible for the Department’s relations with the National Audit Office (NAO),
which is the Department’s external auditor. The NAO will inform the PFO when it intends to
undertake the annual audit, and will report any findings in a management letter. NAO will
also liaise with the PFO on value for money studies and reports.  You will generally be in the
lead in ensuring that the Comptroller and Auditor General’s (C&AG’s) reports correctly
reflect the Department’s position before the Accounting Officer agrees to publication.  You
will also be responsible for co-ordinating briefing for the Department’s Accounting Officer
for any PAC hearings which flow from the reports prepared by the
C&AG.

Internal Audit

22. The Head of Internal Audit is responsible to you, but has the right of direct access to me
and the Additional Accounting Officers where necessary. You are therefore responsible for
ensuring that internal audit is organised to meet the standards and objectives set down in the
Government Internal Audit Manual.

22.1.1.1 Executive Agencies

23. In conjunction with the Principal Establishment Officer, you are responsible for ensuring
that the Department has systems in place for ensuring that Agencies comply with the terms of
their framework documents and that any services provided by the Department to Agencies
are efficient and effective. When new Agencies are set up, you will be responsible for
ensuring that their financial responsibilities are adequately defined and reflected in the
framework document.  You should take a close interest inn all matters with financial
implications for the Department as a whole and should liaise with the Finance Directors in
Agencies as appropriate.
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Non-Departmental Public Bodies (NDPBs)

24. NDPB Accounting Officers are appointed by, and are responsible to, the Departmental
Accounting Officer, and have specific responsibility for financial management within their
Bodies. You are responsible, on behalf of the Departmental Accounting Officer, for ensuring
that the financial and management controls applied by the Department (eg delegations;
control of grant-in-aid) are adequate, although the application of these controls, including
whether or not the body is complying with the terms of its financial memorandum, may rest
with another official in the Department.

Nationalised Industries, Public Corporations and Other Bodies

25. You have an overall responsibility for financial systems in the Department and will
therefore advise on the arrangements for monitoring nationalised industries and other public
corporations sponsored by the Department within the framework of the general procedures
agreed with the Treasury for control of such bodies. You should be consulted about advice to
the Accounting Officer on the bodies’ financial memoranda, and on ensuring that both the
Department’s and the body’s information and control systems are adequate.

Relations with the Treasury

26. You will have a close working relationship with the Treasury, particularly the Expenditure
Division responsible for the Department’s expenditure.

A M RUSSELL
1 June 1998
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FINANCE COMMITTEE INQUIRY: WRITTEN EVIDENCE

ROLE OF OFFICE OF CHIEF ECONOMIC ADVISER

The main responsibilities of the Office are:

1. Analysis and advice to Ministers and senior officials on:

Macroeconomic issues, including the effect on Scotland of world/UK/EU developments and
the economic impact in Scotland of UK government policies

Other areas of reserved economic policy, including welfare reform and tax/benefit system

The overall quality of microeconomic advice in areas of devolved responsibility, especially
those relating to the enhancement of economic development

Issues relating to Scottish finance, including allocation of resources, monitoring and
evaluation, PFI and public-private partnership, economic performance indicators, the effects
of the tax-varying powers, Government Expenditure and Revenues in Scotland.

Cross-office issues, including the social inclusion agenda.

Strategic issues of importance to the Executive, especially the Framework for Economic
Development in Scotland.

2. Dissemination of Economic Knowledge

Twice-yearly Scottish Economic Report.

New Discussion paper series being developed.

3. Development of Economic Statistics

Identification of priorities for enhancement of Scottish Economic Statistics.

Liaison with data users and with other government departments being developed through the
establishment of a new external economic statistics consultation group and via the inter-
departmental statistics liaison groups within the Government Statistical Service (GSS) and
the Office for National Statistics (ONS).

Publication of the first in a new annual series of annual publications ‘Scottish Economic
Statistics’ which presents a full range of official statistics relevant to the Scottish economy,
along with adhoc articles on methodological/data issues.

4. Development of External Dialogue and exchange of ideas with external
community

Extensive contacts with external Scottish economics community, Scottish Enterprise,
Highlands and Islands Enterprise, the Scottish business community and others on, for
example, the Framework for Economic Development in Scotland and other issues.
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Links with head of Government Economic Service and Whitehall Departments.

5. Chief Professional Officer

The Chief Economic Adviser acts as Chief Professional Officer for all the economists in the
Scottish Executive, with responsibilities for recruitment, training and development and
maintaining appropriate links with other economists in the Government Economic Service.

WHAT CHANGES HAVE OCCURRED SINCE JULY 1999?

The Office of the Chief Economic Adviser was set up following the review of analytical
services undertaken prior to the setting up of the new Parliament and Executive.  It was seen
as a response to the anticipated need for more high level economics advice for Ministers in
the new state of the world.  Thus the pre-July agenda involved setting in place the structures
which were expected to be needed in the post-July period, and beginning to acquire the
resources and skills for this task.  Since July 1999, the demands for economic advice have
increased significantly and the present staffing is currently under review and will be
expanded again in the coming the months.

WHY THE OFFICE IS LOCATED WHERE IT IS AND ITS RELATIONSHIP WITH
THE FINANCE DEPARTMENT?

The Office sits centrally, in the Executive Secretariat.  This allows the Office to take an
over-arching view and best deliver the Office’s wide-ranging responsibilities.  The Office’s
primary responsibility in relation to the Finance Department is to provide advice on the
allocation of resources as requested by Finance Department.  Other pieces of ad hoc work are
also carried out with, or for, the Finance Department.
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Reporter into the Holyrood Project

Proposed remit

To keep a watching brief on developments relating to the Holyrood Project and to
report to the Finance Committee on matters which fall within its remit.  In particular to
report on the implications for the Scottish Executive’s expenditure proposals of any
revised cost estimate or revised date for completion of works.  Also to keep the
Committee informed of any other relevant developments such as the progress of an
inquiry by the Auditor General for Scotland.


