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Session Qutline

* The Public Spending Framework

* From Public Service Agreements to a
Transparency Framework

 Lessons on the link between financial
performance and delivery

* Questions

« Continuing the dialogue




Government Spending 2010 - 11

£ billion
700 —=====
Debt Interest : _}
. ! I Public sector
Education 600 I :— net borrowing
Health 500
Income tax
Defenca 400 .
Mational Insurance
Contributions
Welfare 300
VAT
Transport 200 Council tax
Housing and Environment = Business rates
Law and order 100 Corporation tax
Other tax
Other spending —
]
Total Total
government government
expenditure receipts

£697bn £548bn




Government Spending 2011 - 15

Fixed envelope for
four year period

Covers both current
and capital spending

Departmental
Expenditure Limits
(DEL) are fixed and
Annually Managed
Expenditure (AME)
are forecast by the
Office for Budget
Responsibility (OBR)

Table A.1: Total Managed Expenditure

£ billion
Plans Forecasts

2010-11 201112 2012-12 2013-14  2014-15
CURRENT EXPENDITURE
Resource Annually Managed Expenditure 20486 308.5 3201 3297 3446
Resource Departmental Expenditure Limits 3427 3427 3444 348.9 348.0
Public sector current expenditure 637.3 651.1 664.5 678.6 8927
CAPITAL EXPENDITURE
Capital Annually Managed Expenditure 78 7.3 6.7 6.4 6.9
Capital Departmental Expenditure Limits 51.8 435 418 392 40.2
Public sector gross investment 59.5 50.7 455 456 472
TOTAL MANAGED EXPEMDITURE 696.8 701.8 7130 7242 7398
Spending Envelope for Spending Review 2010’ 641.6 646.7 651.6 661.0
Of which:
Resource spending envelope 581.6 5089 606.7 6145
of which Annually Managed Expenditure 2480 2545 257.8 266.5
of which Deparimental Expenditure Limits 3427 344 4 3489 3480
Capital spending envelope 50.0 478 44 8 46.4
of which Annually Managed Expenditure 6.5 6.0 56 6.2
of which Departmental Expenditure Limits 435 41.8 382 40.2

1The envelope is defined as Total Managed Expenditure less BBC domestic services, National Lottery, net expenditure

transfers to EU institutions and deabt interest.




The Fiscal and Spending Framework

Fiscal framework
and judgement

l

ONS spending aggregates

PSCE and PSNI

l

Split into current/capital and DEL/AME

Budgets

A 4

y

DEL

Set over 4 yrs at the spending review

AME

Forecast twice yearly by the OBR, at Budget &

Autumn forecast




The Budgeting System

« Controls public spending in support of the fiscal framework

« Creates incentives for departments to manage spending well so
as provide high gquality public services that offer value for money

« Budgeting system is developed and managed by HMT

« Rules set out the Consolidated Budgeting Guidance

« Budgets split into Department Expenditure Limits (DEL) and
Annually Managed Expenditure (AME)




Department Expenditure Limit (DEL)

« All spending is in DEL unless approved by the Treasury

* Four year DEL limits for each department were set at
the Spending Review

e There is a small DEL Reserve to deal with
contingencies




Annually Managed Expenditure (AME)

« Foritems which are genuinely unpredictable, not controllable by
the department and large relative to departmental programmes

« Traditionally increases in AME spending are absorbed by the
Exchequer

« Putting items in AME removes them from prioritisation process and
makes it difficult to offset rises in AME with reductions elsewhere

« But putting items which genuinely cannot be managed and
absorbed into DEL could hinder rather than help spending control.




Annually Managed Expenditure (AME)
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The Coalition Values

“We share a conviction that the days of big government
are over; that centralisation and top-down control have proved a
failure. We believe that the time has come to disperse power more
widely in Britain today; to recognise that we will only make
progress if we help people to come together to make life better. In
short, it is our ambition to distribute power and opportunity to
people rather than hoarding authority within government. That
way, we can build the free, fair and responsible society we want to

see.” HMG, The Coalition: our Programme for Government, May 2010
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Public Service Agreements to

The Public Sector Transparency Framework

. Comprehensive

Sperlldlng Spending
Comprehensive Review 2004 Review 2007
Spending
Review 1998

Increased A reformed framework: Power shift

consultation, Cross-govt PSAs with Horizon shift

Introduction published delivery Unprecedented access to data
First set of of standards agreements Monthly progress. rePortS
PSAs focus on Emphasis on devolution Input and impact indicators
published outcomes and user engagement Indicators of efficiency

.'..,



Key principles of the Public Sector Transparency

Framework

« Support deficit reduction and the achievement of coalition
goals

« Secure quality and productivity of public services at a time of
consolidation

 Ensure accountability — but outwards to the public not upwards
to central government

« Have complete transparency of data and information at every
level

« Put power in the hands of users and taxpayers

« Avoid top down management and intervention in frontline
organisations




INNBESANERE

. Vision

Il. Department’s coalition priorities
. Structural reforms

IVv. Departmental Expenditure

v. Transparency

* Information strategy
* Inputs




The No. 10 Downing Street Website
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! The official site of the Prime Minister's Office

Ibchitigitlall Meet the PM  History and Tour Number 10 TV Go

Transparency®=

We want to be the most open and transparent government in the world. Already, we've published a huge amount of new
information about the inner workings of government, and there's a lot more still to come. Publishing all this information is
a massive job, with many complex technical challenges — so please bear with us over the next few months as we work to
get things right. In the meantime, tell us how we can do things better — both in terms of what we publish and how we're
going about it. We've set up a for your feedback.

our money is

Business Plans Who does what in Whitehall

“MENT | WHITEHALL
o ke | QW1

Government contracts in full

How youf money is spenf

P4 copyright




The Home Office

| [0

The officia e of the Prime Minister's Office

News QEEhiEEiG ol Meet the PM History and Tour Number 10 TV Enter search terms

Who does what in Business Plans: Check progress on implementing our policies  + Choose a Department

Whitehall
Home Oftice

Who ministers are

meeting 1. Empower the public to hold the 2. up the police to fight crime more | 3. Create a more integrated Criminal
police to account for their role in effectively and efficiently Justice System
Find all other cutting crime

government data

4_ Secure our borders and reduce 5. Protect people’s freedoms and civil 6. Protect our citizens from terrorism
immigration liberties

Monthly progre

report Introduce directly elected Police and Crime Commissioners and make police actions to tackle crime and anti-social
Selecta month behaviour more transparent

January v

Selecta year 1.1 Make the police more accountable through oversight by a directly elected Police and Crime
Commissioner, who will be subject to sirict checks and balances through Police and Crime Panels

formed by elected members of local authorities and independent members

1.2 Make the actions of the police more fransparent
1.3 Empower local communities fo take a more active role in their neighbourhoods, providing the
incentives. training and encouragement for pecple from all walks of life o help to police their own

communities

Milestones

Rules of commenting



Lesson 1: Find the right balance between

planning and delivery

« Balance between departments bidding for money and actually using it
» Ensure the Government doesn’t spend more than we have

« Driven by securing results

« Link between performance and resource allocation

» Clarity about where in the delivery system accountability lies

« Help ministers think about what they want to achieve with the spending
« Promote efficiency and value for money

* Provide a long-term planning framework...

...with maximum discretion for departments to manage within it




The Spending Review Cycle

Year 1 Year 2 Year 3

200x-0x 200x-0x 200x-0x 201, 2014

Preceding Budget ‘ -
sets top-down Plans ﬂ The Current Review
spending limits | Set SR2010

consistent with fisca
rules




Lesson 2: Ensure you remember who makes a
difference to the quality of services
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Invest in people

* Develop a shared vision and guiding coalitions

« The quality of public services is the quality of the people
delivering and co-producing those services

 Clarity of purpose

« Strong leadership and management

« Learning organisations and learning systems




Targets are not the only lever

Government
priorities

Performance management
levers

*Transparency - publication
of performance information
at national/local level

*Inspection

«Statutory performance
indicators

*Failure regimes
*Data reporting

*Active management against
trajectory

*User triggers
*User empowerment

Wider drivers of delivery

*Funding mechanisms

«Statutory requirements, regulation, legislation
*Partnerships, inter-agency working
*Dissemination of best practice & innovation
*Evidence based strategy

*Voluntary schemes

*Personalisation and User choice

*Market mechanisms — contestability
*Publicity, marketing, nudge

*Frontline training and capacity
*Operational autonomy

*Professional standards

*Complaint / redress




Lesson 3: Make sure there are appropriate programmes

In place and you know their potential impact

~/

1. Which
organisations
have arole in
delivering my
objective?

3. What may be
preventing
them from

contributing to

my objective?
|

ENGAGING
THE
DELIVERY
2. Are all these
organisations =Y 4. How can |

_ influence
effectively these
contributing to

o organisations
my objective? in a devolved
< |

system?
!

\



Ensure they are aligned

Fieldwork
Visits,
your workshops
delivery with
frontline

ENGAGING

THE Shared
DELIVERY

SYSTEM

_ Consider
synergies/ Minimum levers at

conflicts in
standards your

bjecti -
objectives ’ disposal

review Good practice

Regulation

sharing



Lesson 4: Use data and transparency to drive

delivery

DOGBERT CONSULTS

YOU NEED A DASH-
BOARD APPLICATION
TO TRACK YOUR

KEY METRICS.

© Scott Adams, Inc./Dist. by UFS, Inc.

www. dilbert.com  scobadams@acl.com

THAT WAY YOU'LL HAVE

MORE DATA TO IGNORE

LWHEN YOU MAKE YOUR

DECISIONS BASED ON
COMPANY POLITICS.

k

5487 ©2007T Seott Adama, incsDist. by UFS, Ino.

WILL THE
DATA BE
ACCURATE?

|

OKAY,
LETS
PRETEND
THAT
MATTERS.




A clear focus on measurement

* Relevant to what the organisation is aiming to achieve
* Avoid perverse incentives — (e.g. unwanted/wasteful behaviour

e Attributable — activity measured must be capable of being influenced by
actions which can be attributed to the organisation

* Well-defined — clear, unambiguous definition so data will be collected
consistently, measure is easy to understand and use

* Timely, producing data regularly enough to track progress
* Reliable — accurate enough for its intended use
 Comparable with either past periods or similar programmes elsewhere

» Verifiable, with clear documentation behind it, so that the processes
which produce the measure can be validated



Lesson 5: Understand the cost
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Efficiency and Reform

« Collaborative procurement

« Centrally negotiated contracts

 Internal efficiency gains

« Behavioural insight

« Major project review

* Property

* New ways of providing services

 Joint working within the centre of government
« Changing the culture across government




The Building Blocks

High Level Objectives

Good Indicators

Transparency
Links with Efficiency

Skilled and Motivated
Delivery Systems

Citizen Engagement

Clear Accountability
and Leadership

Good Governance



Continuing the dialogue......

Ray Shostak, CBE

Spending Review 2010

Consolidated Budgeting Guidance
http://www.hm-treasury.gov.uk/d/consolidated budgeting quidance201011.pdf

Downing Street Website
http://transparency.numberl10.gov.uk
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