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Summary

Efficiency savings are essential so that government can deliver more with less, or deliver
more effectively with existing resources and make best use of taxpayers’ money. Since
2013 the Government has sought to make certain functions more efficient by setting up
groups of professionals who work across government to provide expertise in areas such
as human resources, procurement, or finance; these groups are known as ‘functions’.
There are now 14 functions, which are integral to delivering efficiency savings. But
despite their potential, they currently vary in terms of their activity, maturity and
approaches to savings.

Functions have so far helped save over £6.8 billion of taxpayers’ money. But it has taken
nearly ten years to start calculating the efficiency savings made by the functions. While
most have a clear methodology in place, some still do not. Cabinet Office’s exercise to
report the efficiency savings delivered by the cross-cutting central functional teams is
a good start, but there is much more to do to improve the rigour, completeness, and
credibility of reported savings. The actual efficiency savings made by the functions, and
therefore the amount of taxpayers’ money that could be used elsewhere, may be much
higher.

At a time of ever-increasing pressure on public finances, it is vital to hold the whole
of government to account for achieving, and properly reporting, savings. We welcome
HM Treasury’s new framework, which broadens reporting on efficiency savings beyond
the work of the functions to the activities of all government departments. Learning
from the Cabinet Office’s exercise, HM Treasury now needs to ensure figures are
robust and consistent so they are useful for decision making. Without clear criteria for
consistently reporting savings there will remain the risk that savings from efficiencies
reported by one function will simply entail higher costs in another, or that savings will
be counted twice by departments and functions. HM Treasury and Cabinet Office need
to maintain and, in places quicken, momentum so that more savings can be identified
and the money saved put to good use.
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Introduction

The first government functions were formally established in 2013. They are groups
of professionals who work across government to provide expert skills in areas such as
procurement, major project delivery and finance. Through their work, functions seek to
increase the efficiency of the work undertaken by government. By October 2023, there
were 14 functions across government.

In the 2021 Spending Review, HM Treasury set multi-year budgets for departments,
encouraging them to achieve savings of approximately 5% on their “day-to-day” budgets
by 2024-25. The Cabinet Office is responsible for ensuring that the functions provide
data on their efficiency savings, for verifying the data provided, and reporting on the
overall annual efficiency savings made across government. The Government Internal
Audit Agency (GIAA) is responsible for assuring the claimed savings before publication,
by assessing the methodologies used. The Cabinet Office started measuring and reporting
on the financial efficiency savings and wider benefits made by the functions in 2021. So
far, it has reported that functions, departments and other central bodies achieved £3.4
billion of cash-releasing savings in 2020-21, and £3.4 billion of cash-releasing savings and
£1.0 billion of non-cash-releasing savings in 2021-22.
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Conclusions and recommendations

L.

Reporting on efficiency across government is essential to enable government
to make effective decisions about where to spend public money. Identifying
efficiencies means that money or time can be saved and resources put to better use.
Functions have so far helped save over £6.8 billion of taxpayers’ money, but the
Cabinet Office is not yet using them to their full potential to identify and report
savings across government. We have repeatedly found throughout our work that
timely and comprehensive data is essential to support informed decision making.
Despite some functions being in place for over 10 years, government does not
have good, consistent, comparable information on efficiency savings for every
department. We welcome HM Treasury’s efforts to improve efficiency reporting
by introducing its new Efficiency Framework to track and monitor savings made
by departments. This framework will be tested for the first time in 2023-24 when
departments will undertake their first set of reporting using the new framework.
However, Cabinet Office and HM Treasury acknowledge that it may take a long
time to achieve accurate, robust and comparable savings data across government.

Recommendation la: HM Treasury should use its new efficiency framework to
monitor, collate, record and report savings across departments.

b) After reviewing the first sets of departmental reporting using the new Efficiency
Framework, HM Treasury should set a timetable for when departments will
report these savings in their annual report and accounts, including determining,
in consultation with the National Audit Office, what assurance arrangements
these figures will be subject to.

Different functions are still at different levels of development, and different
levels of maturity in their approaches to calculating and reporting savings.
The 14 functions are different shapes and sizes and have different approaches
and methodologies to calculating savings. It has taken nearly a decade for the
government to begin quantifying and reporting the efficiency savings that functions
deliver. Those that do report are at different stages of development in terms of their
maturity as organisations and how they report their savings. While most have a
clear methodology in place, some still do not, meaning the savings reported are
inconsistent. For example, the Commercial function has a detailed methodology
for claiming savings, while the Property function did not include the appropriate
level of detail and documentation for its savings to be included in the most recent
Cabinet Office exercise.

Recommendation 2a: Cabinet Office should, within six months, take stock of the
different functions to understand their respective progress, and outline how it will
support those who need remedial action to improve.

b) By the end of 2024, the Cabinet Office should publish a balanced scorecard for
each function which includes savings of all types made by the functions.

Cabinet Office and HM Treasury do not have a full picture of the performance
of functions. Cabinet Office’s current exercise to quantify functional savings has
reported for the last two years, but it does not include all functions. In addition,



Cabinet Office functional savings

functions deliver different types of savings and each sets its own methodology
for tracking and claiming savings. This can make it hard to compare progress
between the functions and means that there is a risk that efficiencies are being
under reported. One of the barriers to doing this more consistently is access to the
necessary data. Government has already committed to creating more successful
data exchange, so that locally created data can be shared more effectively across
government. Standardised metrics, including establishing accurate baselines, are
needed to address gaps in the existing data, fully capture the savings made, and
allow comparisons to be made across functions.

Recommendation 3: As part of the Treasury Minute response, the Cabinet Office
should set out how it will work with functions to develop consistent methodologies
that report the totality of the costs, benefits and savings delivered by functions,
using metrics that can be compared across time and different areas of government.

Cabinet Office and HM Treasury have not ensured that functions have fully
reported the efficiencies they achieve. Overall, government expects departments
to make efficiency savings equivalent to 5% of their day-to-day budgets by 2024-
25, and each department has its own efficiency target. Currently, functions do
not report all the savings they produce, and not all functions report their savings.
There are no targets reported in the Government Efficiency Savings report Cabinet
Office publishes, although they are set, for example, for the counter fraud function.
Without clear targets for most functions there is little incentive for them to report
more savings, particularly non-cash releasing savings, given the current focus within
departments on the need to reducing their overall budgets. In 2023, GIA A noted that
the amount of support the Cabinet Office could provide to the functions created a
risk that efficiencies might be underreported. The Cabinet Office does not share
examples of good practice between functions, although this would be welcomed
by the functions themselves. By sharing successful approaches to calculating
savings across a function, such as the case within the finance function, and between
functions, other functions can be incentivised to achieve greater efficiency savings.

Recommendation 4a: The Cabinet Office and HM Treasury should set out what
the targets are that functions are working towards in the next functions’ savings
exercise.

b) Once the new targets have been set, the Cabinet Office and HM Treasury should
work with all the functions to more robustly test the amount and scale of savings
they report, and challenge functions to report wider savings where necessary.

Cabinet Office and HM Treasury have not finalised how they will manage the
risks of double-counting and cost-shunting. Avoiding adverse effects is a key
element of good practice in making and reporting efficiency savings. HM Treasury
and the Cabinet Office expect there will be natural convergence between the separate
efficiency reporting exercises for departments and functions. HM Treasury expects
that ultimately functional efficiency information will become part of the wider
government efficiency data set. But it recognises that its new Efficiency Framework
could increase the risk that savings are counted by both central teams and
departmental teams, as departments will be more rigorous in reporting efficiencies.
It is essential that savings are not double counted, costs are netted, and that costs are



Cabinet Office functional savings 7

not shunted from one area of government to another. Reporting functional savings
and wider efficiency savings in parallel increases the risk of duplication in terms of
savings claimed and bureaucratic effort.

Recommendation 5a: HM Treasury and the Cabinet Office should incorporate
into the 2023-24 efficiencies exercise:

o Examples of best practice on calculating, recording and reporting of
savings with departments and functions;

o Clearer guidance on how to avoid cost-shunting and double-counting, as
well as any other adverse effects;

b) By the end of 2024, the Cabinet Office and HM Treasury should report back to
the Committee on what assurance they have received from departments that the
savings claimed have not led to costs elsewhere in government.
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1 Achieving efficiency savings

1.  On the basis of a report by the Comptroller and Auditor General, we took evidence
from the Cabinet Office and HM Treasury (the Treasury) about functional savings across
government.’

The importance of efficiency savings

2. Improving efficiency means government being able to spend less to achieve the
same or greater results, or to achieve better results while spending the same amount.
Government can achieve efficiency gains in a variety of ways, including by carrying out
activities faster, with fewer resource, or to a higher standard without additional resources
(technical efficiency) or by focusing resources on activities with the best ratio of costs to
the benefits achieved (allocative efficiency). In 2013, the government formally established
functions, groups of professionals who work across government bodies to provide expertise
and skills and help achieve efficiency savings across departments.’

3. As part of the 2021 Spending Review, HM Treasury set multi-year budgets for
departments, encouraging them to achieve savings of approximately 5% on their “day-to-
day” budgets by 2024-25. The Cabinet Office is responsible for ensuring that the functions
provide data on their efficiency savings, for assuring the data provided, and reporting on
the overall annual efficiency savings made across government. The Government Internal
Audit Agency (GIAA) is responsible for assuring the claimed savings before publication,
including assessing the methodologies used.*

4. In 2021, we examined efficiency in government. The huge increase in government
expenditure during the pandemic inevitably renewed government’s focus on achieving
greater efficiency as part of its financial recovery. We found that previous efficiency
programmes had over-promised and under-delivered, and that optimism bias was a
long-standing problem. Departments often struggled to track benefits as closely as they
tracked costs, and that it was essential that Department had robust plans for realising
the efficiencies identified during the Spending Review. As part of our inquiry, we found
that the Cabinet Office and the Treasury had a key role in putting in place a consistent
measurement process that ensured that departments acted in a transparent way and
were held accountable for their progress against their efficiency targets. We therefore
recommended that Cabinet Office and the Treasury should work together to ensure that
they were able to track the costs and benefits of efficiency plans for government as a whole.’

5.  We asked witnesses what they thought the purpose was of reporting efficiency
savings. The Cabinet Office told us that, as identified in the most recent NAO report,
it was important that government had good data on efficiencies so that it could make
effective decisions about where to spend public money. It also said that having robust data
on the efficiencies and benefits of previous programmes can make it much easier to make

C&AG's Report, Cabinet Office functional savings, Session 2022-23, HC 1865, 25 October 2023

2 C&AG's Report para 1; Committee of Public Accounts, Efficiency in government, Twenty-Eighth Report of
Session 2021-22, HC 636, 3 December 2021, Introduction

3 C&AG's Report paras 3, 1.3, 3.3; and Comptroller and Auditor General, Efficiency in government, Session
2021-22, HC 303, National Audit Office, July 2021
Q 33, 36; C&AG's Report paras 2, 5, 3.2

5 Committee of Public Accounts, Efficiency in government, Twenty-Eighth Report of Session 2021-22, HC 636, 3
December 2021



https://committees.parliament.uk/publications/8070/documents/82963/default/
https://www.nao.org.uk/insights/efficiency-in-government/
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decisions about resources, particularly making a strong case for investment in areas that
need it, or to spot anomalies in spending and potential fraud, and ultimately reassure the
public about how taxpayers’ money was being spent.°

6. Government officials need reliable data on where efficiency savings are identified to
free up resources for other priorities and to make decisions about where to best allocate
resources to maximise return on investment. Managing Public Money emphasises that
effective decision-making is reliant on regular, high-quality information about costs,
performance and efficiency.” We have found throughout our work that timely and
comprehensive data is essential to support informed decision making. For example,
we have repeatedly raised concerns that delays to the Whole of Government Accounts
(WGA) and missing data were reducing the usefulness and reliability for Parliament,
local authorities and the public. In 2024, we found that delays to publication of the WGA
meant that Parliamentarians and other users were having to make important decisions
without full information about public finances.® We therefore asked when government
could expect the reporting of efficiency savings to be sufficiently improved so that the
information could be used to inform policy decisions. The Cabinet Office told us that
the reporting of efficiency savings in 2024 would be “so much better” as a result of the
Government Efficiency Framework.”

7. Wealso asked whether departments were expected to include their efficiency savings
as part of their Annual Report and Accounts. The Treasury told us that while some chose
to, they were not required to as standard, but that this was something it was currently
looking at. For example, it explained that the Ministry of Defence provided details of
its efficiency savings that were audited and reviewed annually, but that the approach
across departments was inconsistent. It noted that as part of developing its new Efficiency
Framework, it hoped to be able to provide publicly audited information on the efficiency
savings made by departments, but that this would take “several years to be done properly,
thoroughly, and well”. The Cabinet Office was not able to say when it thought that it would
have a “forward Spending Review long look over what efficiency frameworks to this level
of audited standards are going to come in” but that it would be a multi-year commitment.°

Calculating the savings achieved by functions

8. Since the first functions were established in 2013, there are now 14 government
functions, covering activities such as procurement, major project delivery and finance.
We asked the Cabinet Office how successful it thought functions had been in improving
efficiency. It told us that it thought that the functions had been very successful and provided
a high level of specialist expertise to departments, as well as external challenge.!* The NAO
found that the functions were different shapes and sizes, which meant they had different
approaches and methodologies to calculating savings. The Cabinet Office recognised that
the functions were at different stages of development. It explained that some functions,
such as the Commercial Function, are “very well-established ... [and have] been going for

6 Qq 43, 68

C&AG's Report para 1.11

8 Committee of Public Accounts, Whole of Government Accounts 2020-21, Ninth Report of Session 2023-24,
HC 65, 26 January 2024

9 Q79

10 Qq 77-81

" Qq 2, 4, 27; C&AG's Report para 3, 1.2, Figure 1

~
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a long time”, whereas others, such as Security, Property or Communications, were much
younger and “less mature, but obviously very good in their way”.'? It also recognised that
the performance of the Digital Function, which had been in place for over 15 years, had
not been as strong as it should have been. It noted that the function had “lost some of its
excellence” and was “a recovering function”. In comparison, it noted that the HR function
was performing well, but that more was expected of it than used to be the case.'® The
NAO report found that the Treasury expects that the relationship with functions will be
“even more mature by the 2024 Spending Review”. We therefore asked what this meant in
practice. The Treasury told us that it worked in partnership with the Cabinet Office, and
that it was their joint endeavour to make sure that the functions continued to mature and
that they raised the standard overall.*

9. Each function sets its own methodology for tracking and claiming savings from its
work, to reflect the different types of work they undertake. Functions are responsible for
verifying the supporting data and confirming appropriate levels of governance to ensure
confidence in the efficiencies before reporting. The GIAA examines the process functions
use to calculate and assure the savings claimed by functions. In 2022, as part of its
assessment of the 2020-21 savings, it found that most functions had clear methodologies
in place to support the savings they report, and had gathered evidence to support them,
but not all. In addition, it found that standards varied widely between functions, and that
even within some functional teams, methods and evidence for savings were inconsistent.
As part of its review of the 2021-22 savings, the GIAA again reported that the majority
of functional teams had clear methodologies in place and evidence packs to support the
headline savings claimed, but not all. Overall, the GIAA gave the reported savings for
2021-22 a ‘moderate’ assurance rating and found similar weaknesses to the previous
year in the approaches taken by functions. In 2023, the GIAA similarly found that the
Commercial Function had a detailed methodology for claiming savings. In comparison,
the Property Function was new to the process of benefits tracking and its approach did
not include the appropriate level of detail and documentation required, and so did not
progress with the audit of the savings and they were not included in the most recent
Cabinet Office exercise.'”

10. The Cabinet Office told us that while it thought that the reported savings figures were
“pretty robust”, it recognised that the figures could be more comprehensive and more
consistent in the measurement of savings. The Cabinet Office recognised the need for
consistent methodologies for calculating the savings achieved by functions, but asserted
that these did not need to be identical because “the ways in which we actually achieve
the savings across the different functions are genuinely different”. When asked which
functions were making the most efficiencies, the Cabinet Office told us that the functions
provided a lot of value, but that while some of that could be best described by savings, this
was not the case for all functions, such as Security.'®

12 Q 4; C&AG's Report para 10, 12, 1.9-1.10, 2.3
13 Q4

14 Q 68 ; C&AG’'s Report para 3.14

15 C&AG's Report paras 12-15, 2.3, 2.7-2.12

16 Qq 2, 6, 41
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2 Completeness of the functional
savings reported

Capturing the performance of the functions

11. The Cabinet Office has measured and reported on the financial efficiency savings
and wider benefits made by cross-government functions since 2021. In March 2022, it
reported that functions, departments and other central government bodies had achieved
£3.4 billion of cash-releasing savings in 2020-21. Of this, £1.4 billion was attributable to
the Counter fraud Function and £1.2 billion to the Commercial Function. In July 2023,
it reported that the cross-cutting central functional teams had delivered £4.4 billion of
savings in 2021-22, consisting of £3.4 billion cash-releasing savings, and £1 billion non-
cash releasing savings. Of this, the Counter Fraud and the Debt Management functions
has the largest savings, at £1.3 billion each."”

12. We noted that, of the reported £3.4 billion savings, the overwhelming majority was
attributed to a small number of functions. We therefore asked what work the Cabinet
Office has undertaken to identify whether more savings could be achieved from elsewhere.
The Cabinet Office explained that a lot of work was being done by functional experts and
departments was regarded as business as usual, so was not counted as part of the efficiency
savings achieved. It recognised that savings were heavily dependent on the Commercial,
Counter-fraud and Debt Management Functions, and “there are more savings than that
out there”. It told us that it thought there was a lot of potential to make savings in other
functions and that it needed to calculate these savings, ensure they met the audit standards,
and publicly report them.'®

13. The Cabinet Office is ultimately responsible for the accuracy of the figure for the
total amount of savings reports. It co-ordinates, assures and reports the efficiency savings
achieved by functions, and provides guidance on what they should report. But the NAO
found that the Cabinet Office had not consistently reported the efficiency savings delivered
by the functions. The Cabinet Office reports savings from those functions headquartered
in the Cabinet Office for the period it is reporting on — which was 10 functions for the
2021-22 report. In its March 2022 report on the savings achieved in 2020-21, the Cabinet
Office recognised that the £3.4 billion figure was an understatement of the total savings
and benefits delivered by the functions. The report also included ‘unaudited wider
benefits’ from the Legal, Property, Analysis, Security, and Finance functions, as well as
Government Business Services and the Crown Commercial Service. The GIAA concluded
that the processes in place for 2020-21, did not sufficiently mitigate the risk of claims
being under- or overstated."’

14. We noted that the NAO report stated that it was important that the Cabinet Office had
a tighter definition of what a saving is, and that this needed to be consistently applied and
have the same methodology and baseline. In its July 2023 report on the savings achieved,
the Cabinet Office noted that the savings reported related to central government functional
teams — the parts of functions which sit in the centre of government, rather than within

17 Qq 2, 4, 8, 28; C&AG's Report paras 4, 6-7, 1.6-1.7, 1.9-1.10, 2.2
18 Qq 2, 39
19 C&AG's Report, paras 10, 1.8-1.10, 2.4, 2.9
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departments. But in its technical notes to the report, it stated that around £1 billion of
the Counter-Fraud savings were delivered by department-led activities supported by the
central function, leading to inconsistency in what savings are included in the £4.4 billion
figure.?’

15. The NAO concluded that functional savings report may therefore give an incomplete
picture of savings generated across the functions. The Cabinet Office provides challenge
on an ad-hoc basis to functions where it believes that they have secured savings but
not submitted them as part of the reporting process. In 2023, the GIAA noted that this
approach meant that there was a risk that efficiencies might be underreported due to the
amount of support the Cabinet Office could provide to the functions during this exercise.”

16. We noted that a crucial area to improving reporting is ensuring that functions can
get the data they need to identify savings, and that to do this effectively data systems
needed to be updated or redesigned so that data sets were comparable. The Cabinet Office
explained that two types of data were key; operational data, which is used to support the
delivery of public services and analytical data which informs future policy. It told us that
the crucial thing was ensuring that different local data systems were able to speak to each
other so that long-term patterns can be found. The Cabinet Office told us the Central
Digital and Data Office had been championing better data exchange so that “when you
want to access other people’s data or have data yourself, that is now entered into a kind
of registry” and the terms for sharing data were according to pre-agreed, standardised
Memorandums of Understanding and templates.*?

Ensuring functions report their savings

17. As part of the government’s ambition to make savings equivalent to 5% of overall
spend across government by 2024-25, every government department has both an efficiency
target and an efficiency assumption “baked-in” to the funding allocated to it as part of
the Spending Review. The Treasury explained that different departments had slightly
different targets, depending on what it considered was deliverable. In its March 2022 and
July 2023 reports on Government Efficiency Savings, however, the Cabinet Office did not
state any targets for the savings achieved by functions.>> However, as part of our inquiry
into Tackling fraud and corruption against government, we found that Cabinet Office
and HM Treasury expected every major department should have an outcome target for
their counter-fraud investments, which should provide a return of at least £3 for every
£1 spent. During our evidence session in May 2023, HM Treasury told us that the move
towards targets showed that investments should be underpinned by making a measurable
difference to the risk or problem being addressed.**

18. We asked the Cabinet Office how it was ensuring that there was sufficient direction
and leadership in departments and functions’ approaches to achieving savings. The
Cabinet Office told us that it was getting “terrific value” in areas such as land disposals,
where it had set a clear target for each department and public body to help achieve savings

20 Q 41; C&AG's Report, para 1.9-1.10

21 C&AG's Report paras 11, 2.6

22 Qg 59-62

23 Qq 33, 36; C&AG's Report, para 2, 3.2; Cabinet Office, Government Efficiency Savings 2021, 28 March 2022;
Cabinet Office, Government Efficiency Savings 2021/22, 19 July 2023

24  Committee of Public Accounts, Tackling fraud and corruption against government, Sixty-Ninth Report of Session
2022-23, HC 1230, 8 September 2023



https://www.gov.uk/government/publications/government-efficiency-savings-2021/government-efficiency-savings-2021
https://www.gov.uk/government/publications/government-efficiency-savings-2022/government-efficiency-savings-202122
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcommittees.parliament.uk%2Fpublications%2F41288%2Fdocuments%2F202816%2Fdefault%2F&data=05%7C02%7CJennifer.Brown%40nao.org.uk%7Cf3f0d77398ef4efe9edb08dc225d4b4f%7Ce569c7b06dfc42b89b6a2cfc414d4f8c%7C0%7C0%7C638423031284278632%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=zuG7VHY%2F%2F8AEbRk9dAgNfCCly3a13xEEqAtBtF26qcc%3D&reserved=0
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of £500 million and had achieved savings of £1.1 billion. The Cabinet Office explained that
efficiency savings and targets had become lower priority in recent years because of issues
such as EU exit, response to Covid and support for Ukraine. It told us that it believed that
the efficiency reporting exercises and allowing departments to keep the money they save
through their initiatives had helped drive good behaviours and incentivise departments to
look for savings, including making savings that can be quite difficult.*®

19. We asked the Treasury whether, as the lead for the Finance Function, it had shared
the methods it had put in place to develop savings with other functions. The Treasury told
us that the heads of functions met regularly as part of the Government Finance Function
Efficiency and Performance Group, which focused on sharing best practice within
functions, between functions, and across departments. However, the NAO, concluded that
the Cabinet Office did not share examples of good practice between functions, although
functions would welcome this. The GIA A recommended that the Cabinet Office produced
“principles-based” guidance for functions about how savings should be calculated and
presented.”®

20. We asked the Cabinet Office how accurately it could predict what savings would be
achieved in future. It told us that this had changed over time and depended in part on
the extent to which the methodologies to calculate savings had been developed by the
functions. The Cabinet Office explained that the methodology used to calculate efficiency
savings was working well in relation to areas such as counter-fraud, debt management
and commercial transactions, but in others they were still being developed. It told us that
it expected to be able to develop a methodology that met the required audit standards
for areas such as shared services and property management, and some others, which
is expected would change the composition of the savings as they developed. It told us
that, having reported overall savings for the last two years, it was confident that it would
continue to be able to report savings in “that kind of ballpark” in future.””

25 Qq 18, 29, 31, 33, 36
26 Qq 13-16; C&AG’s Report paras 18, 2.11
27 Qq 7-8
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3 Future reporting of efficiency savings

The Government Efficiency Framework

21. InJuly2023, the Treasury issued a framework for tracking, monitoring and overseeing
efficiency savings. The framework provides definitions, guidance and best practice examples
on how departments should calculate and report efficiency savings to the Treasury. The
Treasury expects departments to adopt the Framework for reporting efficiency savings for
the financial year 2023-24 and arm’s-length bodies to do so in 2024-25. This, however,
will be different to the process for identifying and reporting efficiency savings achieved
by the functions.*® We asked the Treasury what progress it had made in implementing the
new framework. The Treasury told us that it had instructed departments that they must
comply with the framework, but the real test would be when it started to ask departments
for their reports using the new Framework in 2024.?° The Cabinet Office expected that the
introduction of the Framework would make “the most enormous difference to the value
of savings that we capture, and will enable reporting to a really good standard”.*® The
Treasury told us that one of the main reasons for producing the Efficiency Framework was
because it didn’t have “consistent, comparable, bottom-up information for every single
department”. It explained that the Framework would allow it to stress-test and benchmark
the savings being achieved between departments and between functions.*

22. We asked what scope there was to accelerate the identification of savings. The Cabinet
Office told us that the next year would be one of transition given the introduction of the
Efficiency Framework and expanding this from the Treasury and Cabinet Office teams to
all government departments. The Cabinet Office told us that it wanted to increase savings,
but that it was simultaneously aware that savings were also indications that something
could have been done at a lower cost in the first place, so it did “not necessarily regard
more and more of them every year as a goal”. But it committed to ensuring, with the
NAO’s advice, that it was comprehensively capturing, in a consistent way, the savings
being achieved.*?

The impact of efficiencies elsewhere in government

23. Avoiding adverse effects is a key element of good practice in efficiency reporting.
Efficiencies should not adversely affect resilience planning or the experience of service
users, and should not add costs to other part of government. This also includes being
net of costs, where all transactional and ongoing costs should be netted off from savings
and any adverse effects on other programmes should be recognised.** As part of our
examination of efficiency in government in 2021, we found that attempts to improve
efficiency can inadvertently reduce the quality of services of increase costs elsewhere,
known as cost-shunting. In particular, we noted that efficiency plans without a clear idea
of the implications for service users had led to problems. We therefore recommended
that the Treasury should ensure that, in their efficiency plans, departments considered

28 Qq 34-35, 42-47, 66; C&AG's Report para 3.11
29 Qq 34, 47, 81

30 Q9
31 Q12
32 Qq7-9

33 Qq 40, 75; C&AG's Report Figure 7; and Comptroller and Auditor General, Efficiency in government, Session
2021-22, HC 303, National Audit Office, July 2021
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what the potential impact might be on service users, and that data on this was tracked as
programmes were implemented.** In its response to our report, government accepted our
recommendation and explained that as part of the 2021 Spending Review it had published
an updated set of Priority Outcomes and Metrics to capture the real-world impacts of
savings. It also noted that departments were required to report on their progress against
these metrics, which enabled Ministers and officials to identify where outcomes were at
risk of note being achieved and take action.*

24. The NAO found that while the Government Internal Audit Agency (GIAA) looked
at the processes the functions used to calculate and assure the savings claimed, it did
not consider whether the efficiency savings created adverse effects on other parts of
government. The scope of the GIAA’s audit did not include assurance over whether
savings affect resilience planning, service user experience, or add costs to other parts of
government. In addition, the NAO found that the Cabinet Office did not ask functions to
assess whether their savings might add costs in other areas, because it considered that this
was not always possible or proportionate.*®

25. We therefore asked the Cabinet Office how confident it was that efficiencies were
genuinely cash savings, and had not resulted in additional costs elsewhere in government.
The Cabinet Office told us it asked the heads of function to answer that question, but did
not seek independent verification. It explained that it was “wary” about cost-shunting type
activity, but thatit thought that this was “probably not an area that is particularly susceptible
to so-called cost-shunting”.>” We therefore asked what controls it could introduce to ensure
that cost-shunting was not taking place. The Cabinet Office recognised that it did not
currently have “that extra loop” to check with departments whether savings had resulted
in a tertiary impact. It told us that it would be taking up the NAO’s recommendation to
be more prescriptive in its guidance to ensure that the cost savings being put forward
by departments were “net of cost shunting in other places”. It did not, however, propose
to change the methodology of its central team or the GIAA, or to have an independent
verification of whether savings had resulted in service implications.*®

26. The Treasury confirmed that it had incorporated the NAO’s principles for
reporting efficiency savings into its Efficiency Framework, which included setting out
the requirements for sustainability and avoiding cost-shunting.’® The new Efficiency
Framework states that for reporting both cash-releasing savings and non-cash releasing
savings there should not be an adverse impact on performance or outcomes. For cash-
releasing savings it explains that savings must not adversely impact on the achievement
of a department’s strategic priorities, and that departments should be able to demonstrate
that because of reforms, the department and sector is delivering better value for money
overall. It also states that, to report cash releasing savings, they should be “sustainable and
should not be reallocating or deferring costs to future years”. The Framework notes that

34 Committee of Public Accounts, Efficiency in government, Twenty-Eighth Report of Session 2021-22, HC 636,
3 December 2021

35 HM Treasury, Treasury Minutes: Government response to the Committee of Public Accounts on the Twenty-
Seventh to the Thirty-First reports from session 2021-22, CP 631, February 2021

36 Q 44; C&AG's Report, paras 13, 2.7

37 Q44

38 Q45

39 Q76
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https://assets.publishing.service.gov.uk/media/6216622bd3bf7f4f0c65c27a/E02724021_CP_631_Treasury_Minutes_V1_Elay.pdf
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cost reallocation or deferral takes place where there is a simple movement in cash across
a year end which does not relate to a total net reduction in waste or inefficiency when the
two years are taken together. It does not, however, specifically reference cost-shunting.*®

Avoiding double-counting efficiency savings

27. As part of the key principles for claiming efficiency savings, efficiencies should be
carefully calculated, evidence and reported. In doing so, savings should not be double-
counted and should not be reported again in future initiatives.*! We asked what witnesses
were doing to ensure that savings weren’t being double counted, and whether having
one process for identifying and reporting functional savings, and a different process for
identifying and reporting departmental savings, created a danger that there would be two
bureaucracies both working towards the same aim. The Cabinet Office told us that double-
counting was checked as part of the GIAA’s review, which looked at the methodologies
used to ensure that savings were not being counted in other places. It recognised, however,
that with the implementation of the new Efficiency Framework, there was “perhaps more
risk that a commercial saving is counted by the Cabinet Office central team and in the
departmental team, because the departmental team is doing more rigorous reporting of
efficiency”.*? It explained that it had highlighted this as a risk, and that it would manage
this as part of implementing the new framework, but that it thought that it was a “small
price to pay for the overall increase in focus and reporting on efficiency”. The Treasury
similarly explained that there will be a potential for overlap and inconsistency, and that
this would be part of the work it would need to undertake with its auditors to make sure
that it was “doing everything we can to clean the data and get consistency over time”.**

28. The Cabinet Office also noted that the introduction of the new Framework will mean
that there will need to be an agreement between central government and departments
about the proportions of savings that are collated to each, which is thought would become
“a bit tighter”. It said that it was still keen to track the overall picture of savings across
functions, because this was important to benchmarking activity — whereas if thought that
if it only tracked savings by department, it would lose “comparability across the piece”.
The Treasury hoped that over time it would be able to house the functional efficiency
information in the wider government efficiency data available. It explained that the
Efficiency Framework would initially start by focusing on cashable savings, as this was
“the bit we are most interested in, can deduct off budgets and is the main incentive”, and
non-cashable savings would be provided by the functions. But in the “very long-term” it
expected that “absolutely everything” to be captured by the Efficiency Framework, and
could lead to it not having to do two processes. The Cabinet Office similarly told us that
it anticipated that “very quickly, there will only be one efficiency framework” but that on
the basis of the NAO’s report, it recognised that there may be methodology reasons where
it would want to make additional reporting, for example around fraud. The new Efficiency
Framework states that savings should be scored once, net of any double-counting between

40 Cabinet Office, Guidance: The Government Efficiency Framework, 19 July 2023, sections 3.4 and 3.5

41 C&AG's Report Figure 7; and Comptroller and Auditor General, Efficiency in government, Session 2021-22,
HC 303, National Audit Office, July 2021

42 Qq 46, 66

43 Qq 46-47
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different departments, and that double-counting must be avoided through “clear reporting
of data”. But beyond outlining reporting requirements, it does not specify what this data
should include or how it will prevent double-counting.**

44 Qq 46-47, 66, 79; Cabinet Office, Guidance: The Government Efficiency Framework, 19 July 2023, sections 3.4
and 3.5
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Formal minutes

Wednesday 21 February 2024

Members present

Dame Meg Hillier, in the Chair
Olivia Blake

Sir Geoftrey Clifton-Brown

Mr Jonathan Djanogly

Mr Mark Francois

Ben Lake

Anne Marie Morris

Ms Marie Rimmer
Declaration of interests
The following declarations of interest relating to the inquiry were made:

10 January 2024

Sir Geoftrey Clifton-Brown declared the following interest: That he was a Fellow of the
Royal Institute of Chartered Surveyors.

Cabinet Office functional savings

Draft Report (Cabinet Office functional savings), proposed by the Chair, brought up and
read.

Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 28 read and agreed to.

Summary agreed to.

Introduction agreed to.

Conclusions and recommendations agreed to.

Resolved, That the Report be the Seventeenth Report of the Committee to the House.
Ordered, That the Chair make the Report to the House.

Ordered, That embargoed copies of the Report be made available (Standing Order No.
134).

Adjournment

Adjourned till Monday 26 February at 3.00 p.m.
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Witnhesses

The following witnesses gave evidence. Transcripts can be viewed on the inquiry publications
page of the Committee’s website.

Wednesday 10 January 2024

Sir Alex Chisholm, Permanent Secretary, Cabinet Office; Richard Hornby, Chief
Financial Officer and Director of Assurance, Finance and Controls, Cabinet
Office; Cat Little, Head of the Government Finance Function and Second
Permanent Secretary, HM Treasury Q1-82


https://committees.parliament.uk/work/8099/default/publications/oral-evidence/
https://committees.parliament.uk/work/8099/default/publications/oral-evidence/
https://committees.parliament.uk/oralevidence/14060/html/
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List of Reports from the Committee
during the current Parliament

All publications from the Committee are available on the publications page of the
Committee’s website.

Session 2023-24

Number Title Reference
1st The New Hospital Programme HC 77
2nd The condition of school buildings HC 78
3rd Revising health assessments for disability benefits HC 79
4th The Department for Work & Pensions Annual Report and HC 290
Accounts 2022-23

5th Government's programme of waste reforms HC 333
6th Competition in public procurement HC 385
7th Resilience to flooding HC 71
8th Improving Defence Inventory Management HC 66
9th Whole of Government Accounts 2020-21 HC 65
10th HS2 and Euston HC 67
11th Reducing the harm from illegal drugs HC 72
12th Cross-government working HC 75
13th Preparedness for online safety regulation HC 73
14th Homes for Ukraine HC 69
16th HMRC performance in 2022-23 HC 76
18th Excess Votes 2022-23 HC 589

Session 2022-23

Number Title Reference

1st Department for Business, Energy & Industrial Strategy HC 59
Annual Report and Accounts 2020-21

2nd Lessons from implementing IR35 reforms HC 60

3rd The future of the Advanced Gas-cooled Reactors HC 118

4th Use of evaluation and modelling in government HC 254

5th Local economic growth HC 252

6th Department of Health and Social Care 2020-21 Annual HC 253
Report and Accounts

7th Armoured Vehicles: the Ajax programme HC 259

8th Financial sustainability of the higher education sector in HC 257

England
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Number Title Reference
9th Child Maintenance HC 255
10th Restoration and Renewal of Parliament HC 49
11th The rollout of the COVID-19 vaccine programme in England HC 258
12th Management of PPE contracts HC 260
13th Secure training centres and secure schools HC 30
14th Investigation into the British Steel Pension Scheme HC 251
15th The Police Uplift Programme HC 261
16th Managing cross-border travel during the COVID-19 pandemic HC 29
17th Government’s contracts with Randox Laboratories Ltd HC 28
18th Government actions to combat waste crime HC 33
19th Regulating after EU Exit HC 32
20th Whole of Government Accounts 2019-20 HC 31
21st Transforming electronic monitoring services HC 34
22nd Tackling local air quality breaches HC 37
23rd Measuring and reporting public sector greenhouse gas HC 39
emissions
24th Redevelopment of Defra’s animal health infrastructure HC 42
25th Regulation of energy suppliers HC 41
26th The Department for Work and Pensions’ Accounts 2021-22 -  HC 44
Fraud and error in the benefits system
27th Evaluating innovation projects in children’s social care HC 38
28th Improving the Accounting Officer Assessment process HC 43
29th The Affordable Homes Programme since 2015 HC 684
30th Developing workforce skills for a strong economy HC 685
31st Managing central government property HC 48
32nd Grassroots participation in sport and physical activity HC 46
33rd HMRC performance in 2021-22 HC 686
34th The Creation of the UK Infrastructure Bank HC 45
35th Introducing Integrated Care Systems HC 47
36th The Defence digital strategy HC 727
37th Support for vulnerable adolescents HC 730
38th Managing NHS backlogs and waiting times in England HC 729
39th Excess Votes 2021-22 HC 1132
40th COVID employment support schemes HC 810
41st Driving licence backlogs at the DVLA HC 735
42nd The Restart Scheme for long-term unemployed people HC 733

43rd Progress combatting fraud HC 40
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Number
44th
45th

46th
47th
48th
49th
50th
51st

52nd

53rd
54th
55th
56th
57th
58th
59th
60th
61st

62nd

63rd
64th
65th
66th
67th
68th

69th
70th

71st
72nd
73rd
74th
75th
76th

Title
The Digital Services Tax

Department for Business, Energy & Industrial Strategy
Annual Report and Accounts 2021-22

BBC Digital

Investigation into the UK Passport Office

MoD Equipment Plan 2022-2032

Managing tax compliance following the pandemic
Government Shared Services

Tackling Defra’s ageing digital services

Restoration & Renewal of the Palace of Westminster — 2023

Recall

The performance of UK Security Vetting

Alcohol treatment services

Education recovery in schools in England

Supporting investment into the UK

AEA Technology Pension Case

Energy bills support

Decarbonising the power sector

Timeliness of local auditor reporting

Progress on the courts and tribunals reform programme

Department of Health and Social Care 2021-22 Annual
Report and Accounts

HS2 Euston

The Emergency Services Network

Progress in improving NHS mental health services

PPE Medpro: awarding of contracts during the pandemic
Child Trust Funds

Local authority administered COVID support schemes in
England

Tackling fraud and corruption against government

Digital transformation in government: addressing the
barriers to efficiency

Resetting government programmes
Update on the rollout of smart meters
Access to urgent and emergency care
Bulb Energy

Active travel in England

The Asylum Transformation Programme

Reference
HC 732
HC 1254

HC 736
HC 738
HC 731
HC 739
HC 734
HC 737
HC 1021

HC 994
HC 1001
HC 998
HC 996
HC 1005
HC 1074
HC 1003
HC 995
HC 1002
HC 997

HC 1004
HC 1006
HC 1000
HC 1590
HC 1231
HC 1234

HC 1230
HC 1229

HC 1231
HC 1332
HC 1336
HC 1232
HC 1335
HC 1334
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Number Title Reference
77th Supported housing HC 1330
78th Resettlement support for prison leavers HC 1329
79th Support for innovation to deliver net zero HC 1331
80th Progress with Making Tax Digital HC 1333

1st Special  Sixth Annual Report of the Chair of the Committee of Public = HC50
Report Accounts

2nd Seventh Annual Report of the Chair of the Committee of HC 1055
Special Public Accounts
Report

Session 2021-22

Number Title Reference
1st Low emission cars HC 186
2nd BBC strategic financial management HC 187
3rd COVID-19: Support for children’s education HC 240
4th COVID-19: Local government finance HC 239
5th COVID-19: Government Support for Charities HC 250
6th Public Sector Pensions HC 289
7th Adult Social Care Markets HC 252
8th COVID 19: Culture Recovery Fund HC 340
9th Fraud and Error HC 253
10th Overview of the English rail system HC 170
11th Local auditor reporting on local government in England HC 171
12th COVID 19: Cost Tracker Update HC 173
13th Initial lessons from the government’s response to the HC 175
COVID-19 pandemic
14th Windrush Compensation Scheme HC 174
15th DWP Employment support HC 177
16th Principles of effective regulation HC 176
17th High Speed 2: Progress at Summer 2021 HC 329
18th Government'’s delivery through arm’s-length bodies HC 181
19th Protecting consumers from unsafe products HC 180
20th Optimising the defence estate HC 179
21st School Funding HC 183
22nd Improving the performance of major defence equipment HC 185
contracts

23rd Test and Trace update HC 182
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Number
24th
25th

26th

27th
28th
29th
30th
31st

32nd
33rd
34th
35th

36th
37th
38th
39th
40th
41st

42nd
43rd
44th
45th
46th

47th
48th
49th
50th
51st

52nd

1st Special
Report

Title
Crossrail: A progress update

The Department for Work and Pensions’ Accounts 2020-21 -
Fraud and error in the benefits system

Lessons from Greensill Capital: accreditation to business
support schemes

Green Homes Grant Voucher Scheme

Efficiency in government

The National Law Enforcement Data Programme

Challenges in implementing digital change

Environmental Land Management Scheme

Delivering gigabitcapable broadband

Underpayments of the State Pension

Local Government Finance System: Overview and Challenges

The pharmacy early payment and salary advance schemes in
the NHS

EU Exit: UK Border post transition

HMRC Performance in 2020-21

COVID-19 cost tracker update

DWP Employment Support: Kickstart Scheme
Excess votes 2020-21: Serious Fraud Office
Achieving Net Zero: Follow up

Financial sustainability of schools in England
Reducing the backlog in criminal courts

NHS backlogs and waiting times in England
Progress with trade negotiations

Government preparedness for the COVID-19 pandemic:
lessons for government on risk

Academies Sector Annual Report and Accounts 2019/20
HMRC's management of tax debt

Regulation of private renting

Bounce Back Loans Scheme: Follow-up

Improving outcomes for women in the criminal justice
system

Ministry of Defence Equipment Plan 2021-31

Fifth Annual Report of the Chair of the Committee of Public
Accounts

Reference
HC 184
HC 633

HC 169

HC 635
HC 636
HC 638
HC 637
HC 639
HC 743
HC 654
HC 646
HC 745

HC 746
HC 641
HC 640
HC 655
HC 1099
HC 642
HC 650
HC 643
HC 747
HC 993
HC 952

HC 994
HC 953
HC 996
HC 951
HC 997

HC 1164
HC 222
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Session 2019-21

Number Title Reference
1st Support for children with special educational needs and HC 85
disabilities
2nd Defence Nuclear Infrastructure HC 86
3rd High Speed 2: Spring 2020 Update HC 84
4th EU Exit: Get ready for Brexit Campaign HC 131
5th University technical colleges HC 87
6th Excess votes 2018-19 HC 243
7th Gambling regulation: problem gambling and protecting HC 134
vulnerable people
8th NHS capital expenditure and financial management HC 344
9th Water supply and demand management HC 378
10th Defence capability and the Equipment Plan HC 247
11th Local authority investment in commercial property HC 312
12th Management of tax reliefs HC 379
13th Whole of Government Response to COVID-19 HC 404
14th Readying the NHS and social care for the COVID-19 peak HC 405
15th Improving the prison estate HC 244
16th Progress in remediating dangerous cladding HC 406
17th Immigration enforcement HC 407
18th NHS nursing workforce HC 408
19th Restoration and renewal of the Palace of Westminster HC 549
20th Tackling the tax gap HC 650
21st Government support for UK exporters HC 679
22nd Digital transformation in the NHS HC 680
23rd Delivering carrier strike HC 684
24th Selecting towns for the Towns Fund HC 651
25th Asylum accommodation and support transformation HC 683
programme
26th Department of Work and Pensions Accounts 2019-20 HC 681
27th Covid-19: Supply of ventilators HC 685
28th The Nuclear Decommissioning Authority’s management of HC 653
the Magnox contract
29th Whitehall preparations for EU Exit HC 682
30th The production and distribution of cash HC 654
31st Starter Homes HC 88
32nd Specialist Skills in the civil service HC 686

33rd Covid-19: Bounce Back Loan Scheme HC 687
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Number
34th
35th
36th
37th
38th
39th
40th
41st
42nd

43rd
44th
45th
46th
47th
48th
49th
50th
51st

52nd
53rd
54th
55th
56th

Title

Covid-19: Support for jobs

Improving Broadband

HMRC performance 2019-20

Whole of Government Accounts 2018-19

Managing colleges’ financial sustainability

Lessons from major projects and programmes
Achieving government’s long-term environmental goals
COVID 19: the free school meals voucher scheme

COVID-19: Government procurement and supply of Personal
Protective EqQuipment

COVID-19: Planning for a vaccine Part 1

Excess Votes 2019-20

Managing flood risk

Achieving Net Zero

COVID-19: Test, track and trace (part 1)

Digital Services at the Border

COVID-19: housing people sleeping rough

Defence Equipment Plan 2020-2030

Managing the expiry of PFl contracts

Key challenges facing the Ministry of Justice

Covid 19: supporting the vulnerable during lockdown
Improving single living accommodation for service personnel
Environmental tax measures

Industrial Strategy Challenge Fund

Reference
HC 920
HC 688
HC 690
HC 655
HC 692
HC 694
HC 927
HC 689
HC 928

HC 930
HC 1205
HC 931
HC 935
HC 932
HC 936
HC 934
HC 693
HC 1114
HC 1190
HC 938
HC 940
HC 937
HC 941
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