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1 Executive report 

1.1 Overview 
1. As part of the Scrutiny Unit’s work to support select committees in the financial 

scrutiny of government departments, we have analysed 21 departmental annual 
reports (DARs) published in June 2005.  Having taken such an overview, the Unit 
is in a good position to identify common failings and specific instances of good 
practice.   

2. Wider issues relating to the performance of departments and the relevance of 
targets have been covered in the briefs provided by the Unit to individual 
committees.  This paper is instead more concerned with determining what 
information is presented in the DARs and how this information is organised. 

3. In considering the propriety of the various DARs, the report takes as a basis the 
guidelines produced for departments by the Treasury.1  In addition, the general 
usefulness of the DARs to the reader is also considered and techniques which 
either confuse or enlighten are discussed. 

4. This report: 

• draws attention to particular areas of good practice and considers what lessons 
departments can learn for future reporting;     

• looks at the presentation of financial data in the DARs, highlighting areas 
where more information would be beneficial;  

• considers departments’ reporting against efficiency targets, again considering 
how much information is provided and thereby making an assessment of the 
credibility of departments’ claims;   

• looks at how departments have reported their progress against targets, 
focussing on what information is provided, how accessible this is and how 
reliable departmental assessments are;  

• offers some discussion of the targets set as part of the 2004 Spending Review 
(SR04), considering particularly how understandable these are to readers; and 

• reaches some conclusions regarding the standard of the 2005 DARs. 

1.2 Key messages 
5. Overall, departments appear to recognise the importance of the DARs as a means 

of communicating their future priorities and providing accountability against their 
past performance.  To this end, a number of departments have adopted innovative 
techniques, particularly the use of summary tables and the systematic approach to 
describing performance against targets.  Information deficiencies continue to 
undermine many of the DARs, however, especially in terms of relating 

                                                 
1 HMT, Public Expenditure System: Guidance for the Spring 2005 Departmental Reports, PES (2004) 
19, 30 November 2004 
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expenditure to performance.  It is hoped that by identifying these deficiencies this 
review will encourage improvement. 

6. Financial tables presented in the annexes of reports would benefit from 
accompanying notes explaining activity.  More importantly, there is insufficient 
linking of expenditure to departments’ objectives and targets.  Without this, it is 
impossible to determine whether targets are being met at acceptable levels of cost.   

7. Specific programmes and initiatives described in departmental reports would also 
benefit from further information relating to costs and outcomes, so that the reader 
can ascertain to what extent they are supporting the department’s strategic 
priorities. Departments are currently working towards producing closer 
reconciliations between resources and outcomes: these should be completed as 
quickly as possible. 

8. The level of detail provided in relation to departments’ efficiency programmes is 
frequently insufficient, with summaries failing to provide the reader with a picture 
of how targets are going to be reached and what the impact on service provision is 
likely to be.  In addition, little attempt is made to link achievements and future 
plans to associated Efficiency Technical Notes (ETNs).  It is important that future 
departmental reports include more comprehensive information, making clear the 
areas expected to account for the bulk of savings and whether or not these will 
result in improvements in services. 

9. The National Audit Office’s (NAO) study of 64 data systems covering the 2003-
06 Public Service Agreement (PSA) targets identified problems with around one 
half.  Such data limitations are not always obvious but departments have 
consistently failed to declare the reliability of data in their reports.  It is vital that 
departments work towards improving these data systems as a matter of urgency 
and ensure they describe the quality of the data when presenting assessments, so 
as to allow the reader to have confidence in the conclusions they reach. 

10. Whatever the quality of the data, it is difficult to follow the logic of some of the 
assessments presented in annual reports.  Targets which appear to be slipping are 
confidently predicted to be “on course”, as are targets for which the current 
assessment is “too early to say”.  In some instances, departments admit to taking 
account of information which is not specified in the associated technical notes.   

11. Departments would benefit from adopting a more consistent and systematic 
approach to presenting their assessments, ensuring that sufficient information is 
provided for the reader to determine how a conclusion has been arrived at.  The 
Sharman report on accountability in central government envisaged the external 
validation of departmental information systems as a “first step” towards validating 
key published data.2  It might therefore be logical that the next step involves 
external and independent verification of departmental assessments, by a body such 
as the NAO. 

                                                 
2 Lord Sharman of Redlynch, Holding to Account: The Review of Audit and Accountability for Central 
Government, February 2001, para 8 
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12. Not enough space is given to discussion of past performance in some of the 
reports, particularly where a target is assessed as being subject to “slippage”.  
Without such information the reader cannot determine what problems have been 
encountered and to what extent these are within the responsibility of the 
department.  Similarly, some departments fail to provide any details of future 
initiatives designed to rectify this position.   

13. Although there was a shift towards outcome-based directional PSA targets under 
SR04, many input-focussed and absolute ones remain.  While it is not for this 
report to comment on the relative merits of differently designed targets, it is clear 
that the inconsistency which is inherent in such a mixed approach risks creating 
confused messages about the Government’s priorities.   

14. The failure to provide any explanation in annual reports of how targets have been 
decided upon means that the reader can only guess at departments’ thinking.   It 
remains difficult in many instances to map targets to objectives, and to reconcile 
objectives over time.  Provision of fuller information regarding target setting and 
the use of summary reconciliation tables would help reduce such problems. 

1.3 The way forward 
15. Going forward, departments should, as a minimum, ensure that they are fully 

compliant with Treasury guidance on the content and presentation of annual 
reports.  Beyond this, it is important that each department produces annual reports 
which provide Parliament and the public with sufficiently full and accessible 
information to determine how the department is progressing against its strategic 
objectives, what action it is taking to further improve performance and how much 
these processes are costing.  Only armed with these details can the reader hope to 
assess the economy, efficiency and effectiveness of the department. 

16. Having considered the full range of published DARs and identified weaknesses 
and strengths, the Scrutiny Unit believes future DARs could and should include: 

• Notes accompanying core financial tables to explain trends and unusual 
movements;  

• Direct linking of expenditure/resources to targets/outcomes, both at objective 
level and in relation to individual initiatives; 

• Comprehensive discussion of progress on efficiency programmes, including 
explanation of where major savings are anticipated and the likely impact on 
services; 

• Full information regarding the quality of data used in assessing targets, with 
limitations clearly set out; 

• Consistently expressed assessments which follow logically from the 
information provided; 

• Details of any information which is outside of measures described in PSA 
technical notes; 
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• Full commentary on past performance, with explanations for failures to meet 
targets, and discussion of future initiatives designed to improve performance; 
and 

• Some form of reconciliation of current objectives and targets, and of targets 
over time. 

17. Many of these improvements simply require departments to rethink the design of 
their DARs and take more account of readers’ requirements.  To this end, we 
suggest that those select committees publishing reports on this year’s DARs 
make reference to the findings in this report and draw departments’ 
attention to examples of best practice.  

18. Other improvements are more likely to flow if the Treasury reforms parts of its 
guidance in relation to DARs.  The Scrutiny Unit will be liaising with the 
Treasury to seek improvements to the guidance produced for departments.  We 
are proposing two key changes: 

• First, reporting resources by objective should be made mandatory in the 
core tables, so as to prevent departments interpreting the existing 
requirement to explain what the department is spending its money on in 
differing ways;  

• Second, each DAR should be required to include a summary table which 
details total delivered efficiencies and reconciles these with the planned 
savings set out in the Efficiency Technical Note.  
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2 Good practice 
19. While much of this report is concerned with highlighting areas in which 

departments have failed to either meet Treasury guidance on the presentation of 
information in their DARs or to adequately consider the needs of the reader, this 
section highlights examples of good practice entered into by some departments.   

2.1 Linking expenditure to objectives 
20. Treasury guidance calls for departments to detail separate lines in their financial 

tables showing what they are spending money on.  While the Treasury suggests 
that these will usually be grouped by departmental objectives, it accepts that in 
practice they should be the most sensible categories to help explain where money 
goes.3  Varying interpretations of this guidance means that departments all too 
often fail to adequately inform readers about how resources have been divided 
between their priority areas.   

21. At their best, the core financial tables split expenditure by objective, thereby 
allowing the reader to directly map performance to spending.  In the example of 
the Home Office (HO) provided in Box 1, reductions in expenditure on 
immigration and asylum can be compared with increases in spending on social 
inclusion.  Such changes can, in turn, be considered in relation to the 
Department’s progress towards its PSA targets. 

Box 1: Breakdown of spending by objective (HO) 
Table 6.1 Total public spending for the Home Office
Resource 1999-2000 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Outturn Outturn Outturn Outturn Outturn Estimated Plans Plans Plans
Outturn

3,958,060 4,179,476 4,924,613 6,953,548 5,702,597 5,885,529 6,160,445 6,512,607 6,896,451

2,754,440 3,046,681 3,876,424 3,906,823 3,754,008 3,997,582 4,341,382 4,562,430 4,805,445

0 0 1,825 80,619 96,351 222,006 196,011 203,303 209,363

794,735 1,336,399 1,625,430 1,851,163 1,875,132 1,671,193 1,517,994 1,484,513 1,458,816

96,885 75,947 57,248 93,791 86,650 200,779 222,089 205,814 236,703

133,163 173,140 215,510 238,573 208,873 269,851 306,569 339,288 382,288

7,737,283 8,811,643 10,701,050 13,124,517 11,723,611 12,246,940 12,744,490 13,307,955 13,989,066

7,425,579 8,811,027 10,528,084 11,111,052 11,683,359 12,246,109 12,742,784 13,307,080 13,988,191Resource DEL

Strategic Objective

Citizens, communities and the 
voluntary sector are more fully 
engaged in tackling social 
problems and there is more 
equality of opportunity and 
respect for people of all races and 
religions

Central services

Total

of which:

People are and feel more secure 
in their homes and daily lives

More offenders are caught, 
punished and stop offending, and 
victims are better supported

Fewer people's lives are ruined by 
drugs and alcohol

Migration is managed to the 
benefit of the UK while preventing 
abuse of the immigration laws and 
of the asylum system

 
Source: Home Office, Departmental Report 2004-05, June 2005, Table 6.1, p123 

                                                 
3 HMT, Public Expenditure System: Guidance for the Spring 2005 Departmental Reports, PES (2004) 
19, 30 November 2004, para 15 
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2.2 Assessments of progress towards targets 
22. Part of the Treasury guidance to departments on DARs suggests that, where 

reporting against individual PSA targets has been dispersed throughout the report 
a summary table should be included bringing all the results together in an 
accessible manner.  A section of the Northern Ireland Office’s (NIO) credible 
effort to link its overall aim, objectives and targets as established under the 2002 
Spending Review (SR02) is reproduced in Box 2. 

Box 2: Summary assessment of SR02 PSA progress (NIO) 

1 To support the devloved institutions in 
Northern Ireland and encourage further 
political development through positive and 
constructive relations with the Assembly 
and Executive and the Irish Government 
and effective contributions to the British-
Irish Intergovernmental Conference.

2 To build and sustain confidence in the 
effectiveness of the police service and 
police oversight and accountability 
arrangements in Northern Ireland.

1 Increase confidence in the police 
throughout all parts of the community in 
Northern Ireland, based on a suite of 
measures on public views on contact with 
the police and the fairness and 
effectiveness of policing and policing 
arrangements.  Results will be published 
annually.

Following the establishment of District Policing 
Partnershups in March 2003, work has 
continued developing their very important role 
in the new policing architecture of Northern 
Ireland.

Their important role and their contribution has 
been positively commended on by the 
Oversight Commissioner in his reports.

No specific PSA target was set against this 
objective.

Progress in achieving Public Service 
Agreement Targets (as at 31 March 2005)

Despite considerable progress during 2004/05 
which led to the publication of a draft 
comprehensive agreement in December, 
efforts to reach a political statement were 
frustrated by a further breakdown of trust 
resulting from a major bank robbery, which 
was attributed to the provisional IRA.

Throughout 2004/05 the Goverbnment 
continued to work towards full implementation 
of the Patten recommendations.  The Policing 
Board is central to Patten's vision of a new 
beginning for policing and involving the 
community as a whole in the delivery of 
policing.  In the October 2004 Omnibus survey 
71% of the public correctly thought that the 
Board is independent.  77% of the public had 
confidence in th epolice's ability to provide an 
ordinary day-to-day policing service for all the 
people of Northern Ireland.

Aim: To secure a lasting peace in Northern Ireland, based on the Good Friday Agreement, in which the rights and identities of all traditions in 
Northern Ireland are fully respected and safeguarded and in which a safe, stable, just, open and tolerant society can thrive and prosper.

Public Service Agrrement targets in 
support of objectives

Objectives

 
Source: NIO, Departmental Report 2005, June 2005, Appendix, Table A 

23. Such summaries are not provided by all departments, and the quality of those that 
are is variable.  It is not always obvious what assessment a department has made 
of progress against specific targets, particularly where a target is measured by 
means of a number of sub-targets or where inconsistent terminology is adopted.   

24. The Department for International Development (DFID) attempts to overcome this 
problem by assigning a traffic light code to its targets, making it instantly obvious 
how they have assessed progress.  Box 3 details the summary table as it appears in 
the DAR.  In addition, the individual chapters include further tables showing the 
progress of each of the indicators monitored at sub-target level. 
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Box 3: Traffic light assessment of SR02 PSA progress (DFID) 
Target Current progress

1 Too early to say

2 Too early to say

3 Too early to say

4 Slippage

5 On course

Key: Traffic light assessment used in this report
Green: Means we judge the target to be on course to be met by 2006.
Amber: Means we cannot yet make a judgement on progress against this target.
Red: Means that there has been slippage in progress against this target.

It is estimated that 84% of country-specific 
bilateral expenditure in 2004/05 went to LICs.  
The proportion of our high- and low-risk projects 
evaluated as successful continues to increase; 
in the case of medium-risk projects, it is too 
early to say whether a sustained improvement 
will be achieved over the PSA period.  Chapter 
7 and Annex 1 provide details of DFID's 
expenditure and our work to optimise the 
performance of our projects and programmes.

Increase the proportion of DFID's bilateral 
programme going to low income countries from 
78% to 90%, and a sustained increase in the 
index of DFID's bilateral projects evaluated as 
successful

Improved effectiveness of the international 
system Good progress is being made on debt relief and 

improving the effectiveness of multilateral 
agencies.  It is too early to say whether the 
proportion of the EC's expenditure on LICs will 
reach its target of 70%.  Full details of what 
DFID is doing to improve the effectiveness of 
the international system are provided in Chapter 
5.

Secure agreement by 2005 to a significant 
reduction in trade barriers leading to improved 
trading opportunities for devloping countries (joint 
target with DTI and FCO)

A significant step forward was made in July 
2004.  The target will not be met by its target 
date of 2005, but the prospects of it being 
successfully met at a later date are improving.  
Details of DFID's work in the field of 
international trade are provided in Chapter 5.

Progress towards the MDGs in 16 key countries 
in Africa Three sub-targets are on course, in two cases it 

is too early to say whether or not the sub-target 
will be met, and three sub-targets (primary 
school enrolment, under-five mortality and 
maternal mortality) are off-track.  Full details of 
what DFID is doing to secure progress towards 
poverty reduction in Africa are provided in 
Chapter 2.

Progress towards the MDGs in 4 key countries 
in Asis One sub-target (income poverty in South Asia) 

has been met, three sub-targets are on course, 
in three cases it is too early to say whether the 
sub-target will be achieved, and two sub-targets 
(maternal mortaility and TB case detection 
rates) are off-track.  Full details of what DFID is 
doing to secure progress towards poverty 
reduction in Asia are provided in Chapter 3.

 
Source: DFID, Departmental Report 2005, June 2005, Summary 
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25. In many of the DARs it is difficult for the reader to have confidence in the 
assessments of progress made by the department.  This is primarily due to a lack 
of information, particularly in relation to the quality of the data.  Where the reader 
cannot determine how the department has arrived at a final conclusion, it is unfair 
to ask them to take this supposition at face value. 

26. The Department of Trade and Industry (DTI) report sets out a useful design to 
counteract such issues.  Although there is still some absence of information, a 
systematic approach is adopted, with each target being broken down into its 
constituent parts.  Box 4 outlines this approach with respect to PSA 2.4 

Box 4: Systematic approach to assessment of progress against targets (DTI) 
PSA Target 2

Overall progress
Assessment of progress (eg "on course")

Relative performance of the 
science and engineering base

The exploitation of the science 
base

The overall innovation 
performance of the UK economy

Current position Current position Current position

Factors affecting performance Factors affecting performance Factors affecting performance
Any factors which might have impacted 

upon performance
Any factors which might have impacted 

upon performance
Any factors which might have impacted 

upon performance

Quality of data systems used Quality of data systems used Quality of data systems used
Details of sources of data and any 

associated limitations
Details of sources of data and any 

associated limitations
Details of sources of data and any 

associated limitations

Forward look
Discussion of how target will be rolled 

forward and reference to further detail on 
future plans in separate chapters

Improve the relative international performance of the UK's science and engineering base, the exploitation of the science base, and the overall 
innovation performance of the UK economy

Assessment of progress of this part of the 
target, including data where relevant

Assessment of progress of this part of the 
target, including data where relevant

Assessment of progress of this part of the 
target, including data where relevant

 

27. The Department for Transport (DFT) takes a similar approach in relation to its 
target on road safety.  It adds further to the picture by producing charts which 
show the future trajectories needed to meet the target, as shown in Box 5. 

                                                 
4 DTI, Departmental Report 2005, June 2005, paras 2.15-2.38 
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Box 5: Charts showing required performance over time (DFT) 

Table D6: Killed and seriously injured: trajectory for constant annual 
percentage change from baseline mid-point (1996)

KSI casualties 1994-1998 baseline 
average

Average annual rate 
of reduction required 

from 1996
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Table D7: Children killed and seriously injured: trajectory for constant 
annual percentage change from baseline mid-point (1996)

Child KSI casualties
1994-1998 baseline 

average

Average annual rate 
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Source: DFT, Annual Report 2005, June 2005, p248 
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2.3 Commentary on performance against targets 
28. Many departments fail to provide sufficient commentary regarding their 

performance during the year and in relation to future initiatives.  In common with 
others, the Foreign and Commonwealth Office (FCO) report would benefit from 
greater detail in this area.  The Department has, however, adopted a useful 
technique of highlighting the lessons learned during the year.  An example of one 
of these summaries, in relation to visa services, is provided in Box 6.  

Box 6: Summary of action taken over the course of the year (FCO) 

Lessons learned

•        The Sutton Report into allegations about handling applications under the European Community Association 
Agreement in Bulgaria and Romania found that there had been serious abuse of the scheme.  The Report, published 
in June 2004, also noted that the FCO and the Home Office had not worked closely enough in their approach to the 
problem.  Along with Home Office colleagues we have taken steps to solve this by improving co-ordination.  The 
FCO and Home Office management boards now meet regularly and Chris Mullin and Robin Barnett, Director of 
UKvisas, have joined IND's Ministerial Strategy Board.  Robin Barnett has joined the IND Joint Programme 
Board.  This means that whenever an issue like EXAA emerges in future, there will be clear channels with decision-
making powers to take the necessary action rapidly at ministerial level.

•        Historically, visa demand has risen by about 7% every year with occasional peaks and troughs.  In the last 
two years, the rate of increase has doubled to 14%.  This has had major consequences for our operations.  If we are 
to resource our operation to continue to provide good service delivery and tight control, we need to understand 
better the reasons for the increased rate of growth, assess whether it is a long-term trend and respond accordingly.  
So, we are working with IND and the FCO to develop improved forecasting models, although this can never be an 
exact science given the impact of events like the terrorist attacks on America in 2001 (9/11).

•        We have successfully implemented finger-scanning trials in countries where UKvisas staffs the operation.  
From our experience of fingerprinting in a variety of posts in East Africa we have learned that we can safely scan 
fingerprints within our outsourced operations.  And there have been fewer asylum claims from the nationalities 
affected and a slight reduction in visa applications.  Although we have resolved a number of technical and 
operational issues, there are still some outstanding.  UKvisas has now established a programme to look at the issues 
for scanning biometrics worldwide.

 
Source: FCO, Departmental Report 1 April 2004 – 31 March 2005, June 2005, p183 
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2.4 Reconciliation of targets 
29. It is difficult in several of the DARs to reconcile SR04 objectives and targets with 

those established in previous spending reviews.  Box 7 shows part of a table 
published in the DFID report which attempts to map the SR02 targets onto the 
SR04 ones, making clear the key changes occurring in each instance.   

Box 7: Reconciliation of PSA targets across spending reviews (DFID) 

Objective III Objective III
Reduce poverty in Europe. Central 
Aisa, Latin America, the Caribbean, the 
Middle East and North Africa

No change Reduce poverty in Europe. Central 
Aisa, Latin America, the Caribbean, the 
Middle East and North Africa

Objective IV Objective IV
Increase the impact of the 
international system in reducing 
poverty and responding effectively to 
conflict and humanitarian crises

Minor change: insertion 
of reference to conflict 
prevention

Increase the impact of the 
international system in reducing 
poverty, preventing conflict and 
responding effectively to conflict and 
humanitarian crises

Target 3 Target 3
Improved effectiveness of the 
international system

Replacement of 
"international" with 
"multilateral"

Improved effectiveness of the 
multilateral system

A greater impact of EC external 
programmes on poverty reduction, 
including through working for agreement 
to increase the proportion of EC ODA to 
low-income countries from 38% to 70%

No material change A greater impact of EC external 
programmes on poverty reduction and 
working for agreement to increase the 
proportion of EC ODA to Low Income 
Countries from its 2000 baseline figure of 
38% to 70% by 2008

Ensuring that three-quarters of all eligible 
HIPC countries committed to poverty 
reduction receive irrevocable debt relief 
by 2006 [Joint with HMT]

Updated Ensuring that 90% of all eligible HIPC 
countries committed to poverty reduction 
that have reached Decision Point by end 
2005, receive irrevocable debt relief by 
2008 [Joint with HMT]

Work with international partners to make 
progress towards the United Nations 
2015 Millennium Development Goals 
[Joint with HMT]

Minor text changes International partners are working 
effectively with poor countries to make 
progress towards the United Nations 
2015 Millennium Development Goals 
[Joint with HMT]

Target 4 Target 4
Secure agreement by 2005 to a 
significant reduction in trade barriers 
leading to improved trading 
opportunities for developing countries 
[Joint target with DTI & FCO]

Re-drafted Ensure that the EU secures significant 
reductions in EU and world trade 
barriers by 2008 leading to improved 
opportunities for developing countries 
and a more competitive Europe [Joint 
with DTI]

PSA 03-06 Key changes PSA 05-08

 
Source: DFID, Departmental Report 2005, June 2005, Annex 4 
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3 Financial reporting 

3.1 Background 
30. All DARs must contain a set of core tables detailing public spending, resource and 

capital budgets, capital employed, administration budgets and staff in post.  In 
addition, for those departments for which expenditure can be analysed at a sub-
national level, there is a new requirement to produce three tables covering 
constituent country and regional spending in the UK.   

31. The purpose of these core tables is to explain clearly what the department is 
spending its money on.  As such, where appropriate the main functions of the 
department should have separate lines within the tables, usually grouped under the 
department’s objectives.  More generally, Treasury guidance states that:  

As a matter of good practice reporting should seek to inform readers about how 
resources have been divided between the department’s differing objectives, and 
bring out the links between financial performance, spending allocations and 
service outcomes.5 

3.2 Presentation of financial information 
32. The presentation of financial data in the annexes of the DARs generally complies 

with Treasury guidance.  The figures could be improved, however, with 
accompanying notes detailing the reasons for significant resource and capital 
expenditure variations.  Box 8 highlights examples of absent information in the 
Department for Work and Pensions (DWP) and Cabinet Office (CO) reports.6 

Box 8: Lack of explanation alongside financial tables 

 
 

                                                 
5 HMT, Public Expenditure System: Guidance for the Spring 2005 Departmental Reports, PES (2004) 
19, 30 November 2004, para 15 
6 DWP, Departmental Report 2005, June 2005, Table 1; Cabinet Office, Departmental Report 2005, 
June 2005, Tables 5 & 6 

• Table 1 in the DWP report includes unallocated resource and capital provisions 
of £763 million and £36 million respectively.  The absence of any 
accompanying notes makes it impossible to determine what these relate to. 

 
• Tables 5 & 6 in the Cabinet Office report detail administration expenditure and 

staff numbers.  Both have jumped between 2003-04 and 2004-05.  ‘Other’ 
administration costs have increased by 53 per cent from £125.3 million to 
£191.1 million, while the number of full time equivalent casual staff has risen 
from 50 to 145.  The lack of explanation in the DAR makes it difficult to 
reconcile these increases to the target of 3 per cent efficiency gains by 2007-
08. 
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3.3 Financial management 
33. There are several significant differences between estimated outturn figures 

presented in departments’ annual reports and actual outturn figures.  While 
estimates are, by definition, subject to error, the magnitude of some of the 
variances casts doubt upon the effectiveness of departments’ financial 
management systems.  Box 9 provides examples from both 2004 and 2005 annual 
reports.7   

Box 9: Variances between departments’ estimates and actual figures 

 

34. The failure to report on, and provide explanations for, such discrepancies means 
that the reader is unable to determine whether they are the result of unforeseeable 
events or whether they highlight fundamental flaws in departments’ financial 
management.   

35. The Treasury is currently finalising financial management reviews of each of the 
departments.  We have suggested that committees request copies of the findings, 
both as a means of discovering how robust departments’ systems are and in order 
to hold departments to any suggested improvements.   

                                                 
7 DEFRA, 2004 Departmental Report, p233 & 240; DEFRA, 2005 Departmental Report, p277 & 284; 
FCO, Departmental Report 2004, p179; FCO, Departmental Report 2005, p217; Cabinet Office,  
Departmental Report 2005,p57; Cabinet Office, Annual Report and Resource Accounts 2004-05, July 
2005, p23 

2004 DARs 
• The Foreign and Commonwealth Office’s (FCO) total administration 

expenditure for 2003/04 was reported at £810 million in the 2005 DAR, this 
compares with an estimate of £1,097 million in the 2004 report (35.4 per cent 
difference). 

 
• The Department for Environment Food and Rural Affair’s (DEFRA) total 

public spending costs for 2003/04 were reported at £4,996 million in the 2005 
DAR, this compares with an estimate of £4,353 million in the 2004 report (8.9 
per cent difference). 

 
2005 DARs 
• The Cabinet Office DAR includes an estimate of administration outturn of 

£302.7 million for 2004/05, made up of £111.6 million in paybill costs and 
£191.1 million in other costs.   

 
• The actual total for the year is reported as £234.1 million (22.7 per cent 

difference), with paybill costs amounting to £103.7 million (7.1 per cent 
difference) and other costs totalling £130.4 million (31.8 per cent difference). 
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3.4 Linking expenditure to objectives 
36. There is a common failure across the DARs to adequately link expenditure to 

objectives, making it difficult to determine how resources relate to performance 
and difficult to read across to other financial documents such as the Main 
Estimates and Public Expenditure Statistical Analyses.  It is not enough to 
measure a department’s performance in terms of its ability to achieve PSA targets: 
it is important to also know at what cost the target has been met.   

37. While at the aggregate level it is possible to determine whether the department is 
working within its budget, at the micro level the only means of linking the cost of 
programmes to the benefits achieved is by reference to the core tables in the DAR.  
If these are not adequately detailed, the reader is unable to make a full assessment 
of performance.  Box 10 presents the example of DEFRA.8 

Box 10: Failure to link expenditure to objectives (DEFRA) 

 

38. As discussed in Section 2.1, Treasury guidance on the linking of expenditure to 
objectives is somewhat open to interpretation.  The Scrutiny Unit therefore 
suggests that reporting resources by objective should be made mandatory in 
the core tables, and we will be entering into discussions with the Treasury on 
this point.  

39. Related to this failure to link expenditure to objectives, the DARs invariably fail 
to provide any cost-benefit analysis of initiatives entered into during the year or 
planned for the next twelve months.  Without such analysis it is not possible to 
determine how these programmes support achievement of targets, nor at what 

                                                 
8 DEFRA, Departmental Report 2005, June 2005 

• The annual report details DEFRA’s five strategic priorities: 
o Climate change and energy; 
o Sustainable consumption and production; 
o Protecting the countryside and natural resource protection; 
o Sustainable rural communities; and 
o A sustainable farming and food sector including animal health and welfare.

 
• Tables 2, 3 and 5 breakdown budget figures by four areas: 

o Environment; 
o Animal Health and Welfare; 
o Sustainable Farming, Food and Fisheries; and 
o Natural Resources and Rural Affairs. 

 
• While there are some similarities between the objectives and the expenditure 

categories, there is no direct mapping of one onto the other, meaning that it is 
impossible to discern how much money has been allocated for each strategic 
priority. 
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cost.  All departments are guilty of this to a greater or lesser degree, but Box 11 
provides a number of examples from the Home Office report for illustration.9   

Box 11: Failure to provide cost-benefit analysis for new programmes (HO) 

 

                                                 
9 Home Office, Departmental Report 2005, June 2005 

• The Home Office DAR lists a number of initiatives entered into over the 
course of the year without providing any assessment of the success or the costs 
of the programmes: 

 
o Over 800,000 copies of the Student Survival Guide were distributed to raise 

students’ awareness of crime prevention measures.  (p33) 
o Running ‘Safe’, the first ever national schools anti-robbery campaign 

week, was launched to highlight safety and deterrent messages.  (p34) 
o The National Mobile Phone Register was launched in partnership with the 

mobile phone industry and police forces.  (p34) 
 
• Even where further detail is provided, the failure to include full information 

means that the reader cannot assess the success of a project: 
 

o The Automatic Number Plate Recognition pilot led to 13,499 arrests 
between June 2003 and June 2004, but the DAR fails to provide any pre-
pilot arrest figures for comparison and does not include cost data.  (p38) 

o The Home Office continued to run its public awareness campaign on abuse 
of the internet by paedophiles at a cost of almost £3.5 million, but there is 
no information about the coverage of this campaign or the associated 
outcomes.  (p51) 

o Over 800 UK Immigration Officials have been deployed in France and 
Belgium to check the documentation of UK-bound passengers before they 
travel, but the DAR doesn’t tell the reader what this cost nor how many 
illegal immigrants have been identified and stopped from entering the 
country as a result.  (p62) 
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4 Efficiency agenda 

4.1 Background 
40. Informed by Sir Peter Gershon’s review of public sector efficiency, the 

Government has set itself the target of achieving aggregate efficiency gains of 2.5 
per cent a year across the public sector over the SR04 period.  Within this wider 
framework, each department has agreed its own efficiency programme.  SR04 
announced: 

• agreed departmental targets for achieving annual efficiencies in excess of £20 
billion a year in total by 2007-08; 

• departmental plans for meeting these agreed targets, including proposals for a 
gross reduction of over 84,000 civil service posts and the relocation of 20,000 
others away from London and the South East; 

• administration budgets for departments that will reduce administration costs as 
a proportion of total spending to a record low; and 

• an implementation, measurements and monitoring framework.10 

41. With the exception of the Treasury, departmental efficiency targets are not PSA 
targets so accountability rests on the publication of detailed accounts of efficiency 
plans and the subsequent reporting of progress.   

42. It was established as part of SR04 that each department would set out in an 
Efficiency Technical Note (ETN) the precise measures and methodologies that it 
would use to assess efficiency gains.  The notes are intended to be working 
documents which will be improved and refined over time, and the NAO and Audit 
Commission were invited to scrutinise them prior to initial publication.  Copies of 
ETNs for all departments are accessible from the Treasury’s website.11 

43. Departments are further required to provide regular updates in departmental 
reports and on their websites, measuring progress against the overall efficiency 
targets, workforce reductions and relocations out of London and the South East.  
In relation to the 2005 DARs, the Treasury stipulated that: 

Efficiency reporting should be in proportion to the size of the efficiency 
programme within the department.  For most departments, 1-2 pages should 
suffice.  Efficiency reporting should follow the principles established for PSA 
reporting, namely clear, informative and objective reporting, with supporting 
information (including any data/statistics) and set in the context of wider policy 
where appropriate.12 

                                                 
10 HMT, 2004 Spending Review: New Public Spending Plans 2005-2008: Stability, security and 
opportunity for all: Investing for Britain’s long-term future, July 2004, p13 
11 http://www.hm-
treasury.gov.uk/documents/public_spending_and_services/publicservice_performance/pss_perf_table.c
fm  
12 HMT, Public Expenditure System: Guidance for the Spring 2005 Departmental Reports, PES (2004) 
19, 30 November 2004, para 19 
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4.2 Efficiency reporting  
44. Clearly there was no call for the duplication of detailed ETNs in this year’s DARs.  

Instead, the Treasury suggested reporting by outlining initiatives already taking 
place, announcements made, quantifiable gains achieved in 2004-05 and high 
level plans for the coming six to twelve month period, as well as providing 
updates on workforce reductions and relocation of posts.   

45. The extent to which the DARs accord with these suggestions varies across  
departments.  At the most extreme, the Home Office report makes reference to 
specific efficiency gains but fails to provide an identifiable update against its 
overall ETN target.13  Many other departments have included summaries, but 
these have all too often failed to provide enough information to allow the reader to 
make an assessment about the likelihood of success, even with extensive cross-
reference with the ETNs.  A number of examples are detailed in Box 12.14  

Box 12: Lack of detail in departments’ efficiency progress summaries 

 

46. As a means of improving future reporting against efficiency agendas, the 
Scrutiny Unit suggests that the Treasury alters its DAR guidance so that each 
department is required to include a summary table which details total 
delivered efficiencies and reconciles these with the planned savings set out in 
its Efficiency Technical Note.  

                                                 
13 Home Office, Departmental Report 2005, June 2005 
14 NIO, Departmental Report 2005, June 2005, paras 3.20-3.29; DTI, Efficiency Technical Note, 
October 2004, pp8-10; DTI, Departmental Report 2005, June 2005, pp164-165; ODPM, Annual Report 
2005, June 2005, pp44-45 

• The NIO provides a good summary of its efficiency target, achievements to 
date and plans for the next twelve months.  The sum total of current 
achievements falls well short of the required annual saving of £90 million, 
however, while the future initiatives include no estimation of the size of 
associated savings. 

 
• The DTI’s ETN breaks down planned annual efficiencies by activity.  For 

2004-05 the ETN sets out savings of £5.0 million on consultancy, a reduction 
of 300 core staff and a relocation of 87 London and South East-based staff. 
The DAR makes specific reference to relocation but fails to provide any details 
relating to performance on the other two measures. 

 
• The Office of the Deputy Prime Minister (ODPM) has three distinct efficiency 

work streams: ODPM(C), Local Government and Social Housing.  The first of 
these streams involves annual efficiency savings equating to £620 million by 
2007-08.  The DAR provides details of just two areas of current progress, 
equating to savings of £150,000.  No further detail is given, meaning that the 
reader has no more information by which to judge the Department’s likely 
progress. 
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Credibility of efficiency targets 
47. Efficiency relates to getting the same and/or improved output from a reduced 

input – doing things more efficiently.  Without including any measure of the 
impact on service provision, it is difficult to determine whether the plans 
developed by departments represent genuine efficiencies or are, in some instances, 
simply means of cost-cutting. 

48. It is beyond the scope of this paper to consider the quality of departmental 
efficiency plans as set out in ETNs, but some questions of credibility are raised by 
issues reported in the DARs.  Box 13 discusses varying assessments of the 
robustness of local authorities’ efficiency statements.15 

Box 13: Local authorities’ efficiency statements (ODPM) 

 

49. As with PSA targets, department’s own, non-validated, assessments of progress 
against efficiency targets must be open to question.  If insufficient information is 
provided in the report, then the reader is helpless to question the department’s 
conclusion.  It is important, therefore, that departments present more 
comprehensive information on performance in the future.  Reports would 
particularly benefit from the inclusion of tables linking efficiency achievements to 
ETNs. 

                                                 
15 ODPM, Annual Report 2005, June 2005, pp44-45; Public Finance, “Cutting Edge?” 1 July 2005 

• In relation to the ODPM’s local authorities efficiency target of £6.45 billion by 
2007-08, the DAR reports that: 

 
The April Annual Efficiency Statements setting out how local authorities 
intend to meet their annual efficiency targets are showing a positive 
response and if predictions are accurate local government will meet one 
year targets. 
 

• Other agencies have been more sceptical about delivery, however.  Gordon 
Murray, procurement programme manager at the Improvement and 
Development Agency has claimed that: 

 
We have seen a lot of annual efficiency statements where figures do not 
stack up.  I would like to know how many councils have put a risk 
management strategy behind those statements.  I would have to be honest 
that my experience is that, of those I have seen, relatively few have done 
this. 
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5 Performance reporting against targets 

5.1 Background 
50. Progress against PSA targets for SR02 and previous spending reviews varies 

across departments.  This report does not consider how well individual 
departments are progressing, but is instead more interested in how performance is 
monitored and presented in the annual reports.  

51. Treasury guidance states that one of the main functions of the DARs is to set out 
progress against departmental and cross-cutting PSA targets.  To this end, the 
Treasury has produced a list of principles for departments.  The principles most 
relevant for the issues raised in this report include: 

• There is a continuing duty to report objectively against all targets. 

• All departments must report latest outturn data against their PSA targets and 
make it clear what period or date is covered. 

• Reporting should be clear and informative.  For example, the department 
should explain the factors affecting achieved performance and the reasons for 
reported outturn.  Departments should ensure they give a full and accurate 
picture of progress by basing reporting on the targets and measures set out in 
their technical notes. 

• Departments should describe the quality of their data systems.  Where there 
are significant limitations in the data system or the data used for a specific 
target, these should be identified and the implications for interpreting 
progress against the target should be brought out for readers.  Where systems 
have been externally validated, the results should be summarised and the 
department should explain how they have, or are, responding to any negative 
conclusions.16 

5.2 Data validation 
52. There are several examples within the 2005 DARs of departments failing to 

adhere to these principles.  Perhaps most fundamentally, question marks exist over 
the quality of the data underpinning departments’ PSA performance monitoring.   

53. In March 2005, the NAO published the findings from validations of 64 data 
systems covering the 2003-06 PSA targets of seven departments and the cross-
cutting Sure Start programme.   

54. Problems were identified with around one half of the systems considered, with the 
NAO pointing out that many of the problems identified had more to do with 
departments giving insufficient attention to data quality issues rather than the 
system weaknesses being intractable or too expensive to remedy. Box 14 
summarises the NAO’s conclusions.17 

                                                 
16 HMT, Public Expenditure System: Guidance for the Spring 2005 Departmental Reports, PES (2004) 
19, 30 November 2004, para 16 
17 NAO, Public Service Agreements: Managing Data Quality – Compendium Report, 23 March 2005 
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Box 14: Findings of NAO’s validation of PSA data systems 

 

55. Some data problems are evident in the 2005 DARs.  Data recording performance 
against DFID’s PSA 2 sub-target 7 is described as “very patchy” for example, 
with figures varying “enormously between different survey sites in the same 
country”.18   

56. In other instances, the data used for measuring progress takes considerable time to 
collect, due either to the nature of the target or to poorly managed data systems.  
Such time lags make it difficult for those managing the target to monitor their 
performance and take any necessary remedial action.  For example, in relation to 
progress against its PSA 4 target, the FCO told the Foreign Affairs Committee 
that: 

Assessment against the statistical measurement indicators for the target relies on the 
publication of data by external sources.  The timing of the publication of this data 
means that there is a time lag between the period being assessed and date at which an 
informed assessment can be made.  That is why a complete assessment of 
performance against the PSA 4 target cannot be made until autumn 2006, which is 
when the Stockholm International Peace Research Institute [SIPRI] is due to publish 
battle related fatalities data for 2005.19     

57. Many of the failings identified in the NAO’s analysis will be less obvious than 
this.  In these instances, the reader is dependent upon the department making 

                                                 
18 DFID, Departmental Report 2005, June 2005, p191 
19 FCO, Response to Foreign Affairs Committee written questions, Q30 

The NAO found that, for some targets, departments had overcome substantial 
measurement challenges to develop and operate good systems which addressed the 
main risks to the reliability of reported data.  For around half the systems 
considered, however, the NAO identified problems: 
 
• For 13 systems (20 per cent) departments were not collecting data for the 

measures specified in their technical notes at the time of the validation work.   
 
• After completion of the validation, it was announced that data would not be 

collected in respect of another three systems.  Instead the relative departments 
chose to focus on developing data systems for the SR04 PSA targets, which 
became live from April 2005. 

 
• Weaknesses evident for a further 20 systems (31 per cent) were thought to 

create the risk of gaps or errors in reported results over time. 
 
The NAO noted that departments had identified some of the system weaknesses in 
their performance reports, but argued that they frequently failed to explain gaps in 
reporting against 2003-06 targets.  The NAO concluded that readers were therefore 
not warned to interpret results with care, given the limitations in the underlying 
data systems.  
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explicit reference to the reliability of figures.  In the absence of such references, it 
is difficult to take departments’ assessments of progress against targets at face 
value.  It is therefore essential that departments work towards improving the 
quality of the data underpinning their PSA targets and make readers aware of 
continuing vulnerabilities. 

58. The Treasury’s PSA 9 target is concerned with helping departments meet their 
PSAs.  The Department reports in its DAR that it is “on course” to achieve this, 
with around 70 per cent of those SR02 targets for which an interim assessment has 
been made thought to be on course.  The data issues identified by the NAO makes 
this claim questionable, however.  While reference is made to the NAO report in 
the Treasury DAR, there is no discussion of the findings and no mention of plans 
to help departments improve data quality.20 

5.3 Assessments of progress towards targets 
59. Even if the quality of departments’ data systems is not called into question, the 

2005 DARs include assessments which are difficult to support given the evidence 
presented.   

60. Some of the DARs fail to make any reference to figures, meaning that the analysis 
is impossible to corroborate.  For example, the NIO report claims that progress 
against the value for money objective for reducing the cost of a prisoner place 
over three financial years was met for 2003/04 and is on target for 2004/05 but 
fails to provide any supporting data.21 

61. The reader is unable to determine the progress of seven of the FCO’s PSA targets.  
Little specific data is given and there is no indication of target deadlines.  
Moreover, the score cards for PSAs 1, 2 & 3 are classified, which presents a 
serious problem to clear and open reporting.  Other assessments frequently discuss 
figures that are not part of the agreed measures.22  In response, the FCO has told 
the Foreign Affairs Committee that:  

The nature and content of many of the FCO’s PSA targets means that we rely on 
forming often subjective, qualitative assessments of progress.23   

62. Where figures detailing performance against the measures agreed in departments’ 
technical notes are not available, some DARs present assessments based on 
undefined internal evaluations.  Box 15 highlights the example of the DTI.24  

                                                 
20 HMT, Departmental Report, June 2005, pp37-38 & p76 
21 NIO, Departmental Report 2005, June 2005, p99 
22 FCO, Departmental Report 2005, June 2005 
23 FCO, Response to Foreign Affairs Committee written questions, Q28 
24 DTI, Departmental Report 2005, June 2005, pp22-23 
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Box 15: Use of alternative information for assessment of progress (DTI) 

 

63. Other departments detail targets which they claim are on course despite declines 
in performances from baselines, as shown in Box 16 in the case of the Department 
for Culture, Media and Sport (DCMS).25 

Box 16: Assessment of progress where interim target is missed (DCMS) 

 

64. Elsewhere, departments conclude that performance is on course despite 
acknowledging that it is currently “too early to say”.    For example, in reporting 
progress against PSA 7, the DTI initially concludes that it is “on course” but later 
concedes that: “In general, it is too early and there is too little data on GVA [gross 

                                                 
25 DWP, Departmental Report 2005, June 2005, p13 

PSA 2 
Improve the relative international performance of the UK’s science and 
engineering base, the exploitation of the science base, and the overall innovation 
performance of the UK economy. 
 
• The final part of this target, overall innovation performance of the UK 

economy is measured by seven indicators.  Updated data is described as being 
unavailable for five of these indicators, while a decline is recorded for one of 
the other two. 

• Despite this, both this particular attribute and the target as a whole are 
described as being “on course”. 

• The Department explains this assessment in the DAR by saying that: “The DTI 
uses other available information to assess the ongoing effectiveness and 
expected future impact of expenditure in advance of the survey evidence”. 

• Without access to this information, the reader is unable to verify the 
Department’s claims. 

• At the same time this poses the question as to whether this alternative 
information represents a better measure of performance, given that it appears 
to be timelier. 

PSA 1 – Indicator 1 
Increase attendance and participation by under-represented groups in arts events 
 
• This indicator is reported as “on course”. 
• The latest outturn data shows, however, that the proportion of disabled people 

attending at least two arts events fell from the baseline of 29 per cent in 2001 
to 26 per cent in 2004.  It is therefore unclear how the Department can claim to 
be on course to achieve its target of 32 per cent by March 2006. 

• Similarly, the proportion of disabled people participating in at least two arts 
events was unchanged from the 2001 baseline of 12 per cent in 2004, meaning 
that the March 2006 target of 14 per cent appears no nearer. 
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value added] or key drivers of economic growth to draw conclusions on 
movements or trends”.26 

65. Other issues include the revisions of baselines for some targets.  While such 
revisions may be legitimate reactions to improvements in data collection and 
quality, it is not clear why targets are not correspondingly revised.  For example, 
DFID’s PSA 1 sub-target 2 calls for an increase in primary school enrolment from 
58 per cent to 72 per cent.  Although the baseline has now been revised to 68 per 
cent, the target has remained unchanged.27   

66. Given the uncertainty surrounding some departmental assessments, the Public 
Administration Select Committee, in its consideration of how well PSA targets 
were working in July 2003, recommended that the NAO be given responsibility 
for validating target assessment as a logical extension of its duty to validate the 
data systems for performance reporting, which had only ever been envisaged by 
Lord Sharman as a “first step” towards validation of key published data.28  The 
Government rejected the recommendation, however, arguing that:  

There should be some form of external validation of departmental data systems 
relating to PSA targets, but… validation of data systems is a significant and 
sufficient step to take.  An extensive programme of validation of the performance 
data itself, covering the judgements that departments make on the basis of it, 
would serve little additional purpose.29   

67. It is worth noting, however, that all targets set for local authorities and health 
authorities require independent validation of progress by regulators such as the 
Audit Commission.  It is not clear why PSA targets should not face similar 
scrutiny.  

5.4 Commentary on performance against targets 
68. However a department assesses its progress against PSA targets, it is important 

that the annual report includes a commentary on performance.  In the 2005 DARs, 
such discussions were often insufficient, particularly in relation to targets subject 
to “slippage”.   

69. Box 17 details two Department of Health (DH) SR02 targets, and shows that, 
while the data changes behind the assessments of “slippage” are described in some 
detail, no explanations are provided.  

                                                 
26 DTI, Departmental Report 2005, June 2005, pp39-41 
27 DFID, Departmental Report 2005, June 2005, Annex 3, p185 
28 Lord Sharman of Redlynch, Holding to Account: The Review of Audit and Accountability for Central 
Government, January 2001, para 8 
29 PASC, On Target? Government By Measurement: the Government’s Response to the Committee’s 
Fifth Report, 11 November 2003, p8 
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Box 17: Explanation of past performance (DH) 
PSA Target Measure Progress

Target 9 Under 18 conception rate - slippage
The teenage pregnancy target is now a shared PSA target between 
Department of Health and DFES in light of the move of the Teenage 
Pregnancy Unit to DFES in June.

The under 18 conception rate fell by 9.8% between 1998 and 2003.  
Every top tier local authority is implementing a 10-year local teenage 
pregnancy strategy.  These strategies and annual forward action plans 
set out to deliver under 18 conception reduction rate targets of between 
40% and 60% by 2010.  The fourth full year of implementation of local 
strategies ended in March 2005. 

All 30 action points set out in the Teenage Pregnancy Strategy are being 
implemented.  To achieve the accelerated decline required to meet 
targets, local areas are being supported to intesify delivery of the 
Strategy to meet the needs of young people most at risk.

In November 2005, the third annual report of the Independent Advisory 
Group on Teenage Pregnancy was published and made 
recommendations to ensure the continued progress of the strategy. 

Target 11 Infant mortality - slippage: 
The gap between the mortality rate for routine and manual groups and 
the whole population widened slightly over the years since the target 
baseline, although the trend has fluctuated over the period.

The infant mortality rate among the "routine and manual" group was 19% 
higher than in the total population in 2001-2003.  This compares with 
13% higher in the baseline period of 1997-1999.

Life expectancy - challenging target, further work needed on 
delivery chain:

Life expectancy by 
Local Authority: the 
gap between the fifth 
of areas with the 
lowest life expectancy 
at birth and the 
population as a whole.

Baseline year is 
average of 1997, 1998 
and 1999.

The latest available data relate to the three years 2001-2003.  Between 
the baseline of 1997-1999 and 2001-2003, the relative gap in life 
expectancy between England and the lowest fifth of local authorities 
increased for both males and females, with a larger increase for females. 
For males the relative gap increased by nearly 2%, for females by 5%.

The under 18 
conception rate is the 
number of conceptions 
to under 18 years old 
per thousand females 
aged 15-17.  Baseline 
year is 1998.

Reducing the under 18 
conception rate by 
50% by 2010

Mortality in infancy by 
social class: the gap in 
infant mortality 
between "routine and 
manual" groups and 
the population as a 
whole.

By 2010 reduce 
inequalities in health 
outcomes by 10% as 
measured by infant 
mortality and life 
expectancy at birth.

 
Source: DH, Departmental Report 2005, June 2005, p23 

70. DARs should be both backward- and forward-looking and, just as some 
departments failed to include adequate explanations of past performance in their 
reports, so others failed to include sufficient detail relating to future initiatives 
designed to improve performance.   

71. The FCO report is primarily retrospective, for example: its Progress towards 
PSA8 box only highlights what has happened and makes no reference to future 
plans.30   

5.5 Joint targets 
72. The NAO has recently completed a report on targets shared across departments 

and concluded that they can help to improve the delivery of government 
objectives, but that they present particular challenges.  Issues identified by the 
NAO included: 

                                                 
30 FCO, Departmental Report 2005, June 2005, p76 
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• the setting of objectives and priorities; 

• developing a common understanding among partners of how to achieve the 
shared target and what their respective roles and responsibilities are; 

• implementing appropriate working arrangements; and 

• monitoring and reporting performance. 

73. The NAO found that many of the targets it examined were not supported by a 
detailed joint examination of the causes and factors which would lead to the 
desired outcomes, and that plans generally did not set out the programme and 
administrative resources to be used. 

74. In relation to the reporting of performance, the NAO concluded that where joint 
targets were expressed around quantitative indicators, partners drew on the same 
sources, but that in several instances assessments differed, with one partner 
claiming to be on course while another reported slippage.31  We identified similar 
problems in relation to the joint targets reported in the DARs, as detailed for the 
Home Office and the Department for Constitutional Affairs (DCA) in Box 18.32   

Box 18: Differing assessments of progress against joint targets (HO & DCA) 

 

75. DCA has subsequently accepted that assessments have differed.  In relation to 
asylum applications the Department told the Constitutional Affairs Committee 
that: 

                                                 
31 NAO, Joint Targets, HC453 Session 2005-2006, 14 October 2005 
32 Home Office, Departmental Report 2004-05, June 2005, p13; DCA, Delivering justice, rights and 
democracy: DCA Departmental Report 2004/05, June 2005, pp27-28 

• The Home Office and DCA have a shared target on asylum which is measured 
against four indicators.  For two of these indicators there is inconsistency in 
reporting: 

 
o Number of substantive asylum applications decided within two months

(target: 75 per cent by 2004) 
 Both departments report 82 per cent for 2003/04 and quarterly figures 

of 77 per cent for October-December 2004 
 DCA reaches the conclusion that the target is “on course” 
 But the Home Office concludes that the target is “achieved”. 

 
o Enforcing the immigration laws more effectively by removing a greater 

proportion of failed asylum seekers (target: remove a greater proportion in 
2005/06) 
 Again both departments report the same data, showing 21 per cent for 

both 2002/03 and 2003/04 
 DCA assesses the target as “on course” 
 But the Home Office reaches the assessment “slippage expected”. 
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The correct assessment for this measure is “achieved”.  This element of the 
target is a Home Office measure.  

Officials in the two Departments had been working together throughout the 
drafting of their Annual Reports but unfortunately, late changes in the 
assessment of some of the Home Office measures had not been picked up. 

Officials in both Departments are seeking to review the mechanism currently in 
place, to avoid such errors from happening again.  DCA and Home Office have 
always worked very closely in managing this joint PSA target.  

Similarly, on enforcement of immigration laws, the Committee was told: 

The correct assessment for this measure is “slippage”.  This element of the target 
is a Home Office measure.  

As with question 13 – PSA 5 (Measure 2) - officials in the two Departments 
were liaising but, unfortunately, late changes had not been picked up. We are 
working to avoid a repeat of such errors.33  

76. The NAO suggested in its report that the centre can encourage the adoption of best 
practice in relation to joint initiatives by: 

• the Treasury ensuring that the specification of joint targets reflects agreement 
between all the partners and promoting the value of joint delivery planning 
among the owners of a joint target; 

• the Treasury, with the support of the Cabinet Office, facilitating the co-
ordination of departmental planning, monitoring and reporting timetables to 
support joint processes; and 

• the Treasury and the Cabinet Office providing advice to departments on ways 
to best organise joint working arrangements, on the basis of an understanding 
of what has worked well.34 

77. Understanding and overcoming the challenges posed by shared targets is of 
growing importance, with 20 per cent of SR04 targets being joint compared with 
10 per cent in previous spending rounds. 

 

                                                 
33 DCA, Responses to Questions from Constitutional Affairs Select Committee on DCA’s Departmental 
Annual Report 2005: Batch B, Q13 & Q15  
34 NAO, Joint Targets, HC453 Session 2005-2006, 14 October 2005, para 15 
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6 Target setting under the 2004 Spending Review 

6.1 Background 
78. The Government argues that targets set as part of departments’ PSAs play a 

multiple role: 

• they form a statement of intent, helping communicate the Government’s 
priorities and providing a strategic direction for departmental planning; 

• they allow the performance of a department to be monitored by Parliament and 
the public, and therefore provide accountability; and 

• they allow the performance of a department to be monitored internally and 
therefore create a focus on results which causes departments and individual 
staff to be concerned with outcomes rather than inputs.  Therefore, within a 
wider performance management framework, targets can allow departments to 
identify weaknesses and drive improvement.   

79. PSA targets were introduced in the 1998 Comprehensive Spending Review and 
have been reviewed and developed over time.  The Public Administration Select 
Committee considered how well PSA targets were working in July 2003 and 
concluded that in many cases the Government’s aims were not being fulfilled.   

80. The Committee recommended that the Government introduce greater local 
autonomy so that more meaningful and relevant targets could be constructed.  As 
part of this reform, the Committee suggested that the Government reduce the 
number of targets and focus on key outcomes.  The report also recommended that 
there be a shift in emphasis from absolute targets to measures of progress in 
performance, so as to reduce the pressure on front-line staff and ensure that 
movement in the right direction is celebrated even if specific targets are not met.35 

81. The Government’s Devolving Decision Making review reached many similar 
conclusions and specifically proposed that: 

• PSAs should continue to focus on the Government’s highest priority 
outcomes; 

• there should be more active consultation with regional organisations, the front-
line and the public, in the setting and measurement of PSA targets; 

• there should be a reduction in the top down, subsidiary input and process 
controls associated with the delivery of PSAs to allow more differentiated 
approaches to local delivery; 

• the number of targets or controls imposed on local organisations not related to 
the priorities set in PSAs should be reduced; and  

• in the longer term – as performance improves, ambitions are met and 
inequalities in outcomes decline – PSAs should move towards setting clear 
national standards rather than ever more stretching targets, so that over time 

                                                 
35 PASC, On Target? Government by Measurement, HC 62-1, 22 July 2003, pp3-4 
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the overall number of explicit PSA targets gradually reduces as ambitions are 
achieved.36  

82. Accordingly, the Government sought to devolve responsibility to public service 
providers during the SR04 process.  The number of PSA targets agreed across 
government fell to 110 at SR04 from 125 at SR02.  At the same time, the 
obligation on departments to produce Service Delivery Agreements, which 
constituted over 500 subsidiary targets focussed on the process of delivery at 
SR02, was dropped.   

6.2 Absolute and directional targets 
83. The SR04 PSA targets are listed in each of the 2005 DARs and we have identified 

improvements in target setting associated with the reforms introduced by the 
Government.  Problems remain however, not least related to the inconsistency in 
target design which creates varying levels of accountability.  Examples of these 
variations are detailed in Box 19 in relation to the Department for Education and 
Skills (DFES).37   

Box 19: Absolute and directional PSA targets under SR04 (DFES) 

 

84. Where targets detail specific and measurable required levels of performance, it is 
easy to determine whether the department has realised its objectives or not.  The 
question arises, however, as to how these figures have been settled upon: are they 
simply arbitrary or are they the result of detailed modelling?  The fact that most of 
the targets are round figures creates a suspicion that it is more probably the 
former.   

85. Where targets are directional only there is no danger that the favoured level of 
performance has simply been plucked out of the air.  Instead it is clear that the 
desired outcome is the movement of performance in one direction (reduction or 
increase), with the level of success being dependent upon the magnitude of that 
movement.  In this instance, however, it is more difficult to hold the department to 

                                                 
36 HM Treasury, 2004 Spending Review: Public Service Agreements 2005-2008, July 2004, para 1.12 
37 DFES, Departmental Report 2005, June 2005, Section B 

• Several of the DFES’s SR04 PSA targets have specific goals, such as 
increasing the stock of Ofsted-registered childcare by 10 per cent (PSA 2) or 
increasing participation in higher education towards 50 per cent (PSA 14). 
There is no explanation in the annual report of how these specific targets have 
been arrived at. 

 
• Other DFES targets are directional only.  For instance, PSA 5 calls for a 

narrowing of the gap in educational achievement between looked after children 
and their peers but does not say by how much, while PSA 14 aims for 
“significant progress” towards fair access to higher education but does not 
provide the Department’s definition of significant. 
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account, as success can legitimately be claimed for even the smallest of changes in 
performance. 

86. In considering PSA targets established by the Home Office under SR04, the Home 
Affairs Select Committee identified three reasons why it felt it would be 
appropriate for a higher proportion of targets to contain “realistic but stretching” 
quantitative elements as part of the next spending review: 

• First, properly set quantitative targets can and should motivate towards better 
performance. 

• Secondly, the risks of quantified target-setting are already being mitigated by 
the moves taken in SR04 to reduce the complexity and volume of targets. 

• Thirdly, quantified targets make it easier to hold Government to account. 

87. The Committee argued that, in relation to directional targets, there is an 
asymmetry of information that places the Department in a better position than 
Parliament or the general public to judge what would constitute a substantial 
success.  As such, the Committee concluded that the use of quantitative targets 
carries an advantage, as long as these targets are set in a way that “faithfully 
reflects strong analysis of existing data rather than on an arbitrary basis”.38 

88. While we do not wish to enter the debate regarding the relative merits of different 
forms of targets in this report, we do believe that it is important that departments 
set out their reasoning at some point.  Without explanations for why directional 
targets are adopted in some instances and absolute targets in others, the DAR 
reader can only guess at the department’s thinking.  Confidence in targets might 
be undermined if the public were to reach the cynical conclusion that directional 
targets are introduced where departments are least confident of their ability to 
deliver real improvement. 

89. In addition to setting out why one form of target is chosen over another, 
departments should also make clear how specific figures have been arrived at in 
absolute targets, and provide clearer definitions of what is meant by phrases such 
as “significant improvement” in relation to directional targets.   

6.3 Reconciliation of targets 
90. Alongside the evolution of its system of targets, the Government accepts the need 

for continuity in delivery and focus.  As presented in the DARs, however, it is 
sometimes difficult to determine how objectives and targets have evolved.  For 
example, the DFES report details only those SR02 targets for which a final 
assessment was not provided in its Autumn Performance Report 2004, making it 
difficult to compare the SR02 set of objectives and targets with those for SR04.39   

91. In addition, it can be difficult to reconcile targets to higher level objectives.  In 
several instances objectives exist without any corresponding targets.  For example, 

                                                 
38 Home Affairs Committee, Home Office Target-Setting 2004, HC 320, 22 February 2005, paras 47-50 
39 DFES, Departmental Report 2005, June 2005 
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the DCA has four objectives in place under SR04, but its five PSA targets monitor 
performance on only two of these objectives.   

92. While the Department argues that Treasury guidance states that targets should 
cover only key aspects of a department’s work rather than providing the 
comprehensive coverage required of objectives, it is not clear to what extent 
priorities are communicated in the absence of targets nor how the Department 
expects to drive improvement.   

93. Box 20 details the uneven distribution of PSA targets across DCA’s objectives.  In 
this instance, the reader might conclude that the Department is more serious about 
Objectives I & II than Objectives III & IV. 

Box 20: Uneven distribution of targets across objectives (DCA) 

PSA 1

PSA 2

PSA 3

PSA 4

PSA 5

Increasing advice and assistance to help people resolve their disputes earlier and more 
effectively;

Increasing the opportunities for people involved in court cases to settle their disputes out 
of court; and

Reducing delays in resolving those disputes that need to be decided by the courts.

To enable the development of democratic institutions of government that command 
public confidence.

To create a modern, efficient and effective department that has the capacity and 
capability to deliver excellent public services.

To ensure that the public, especially the socially excluded and vulnerable, have access 
to excellent services, which enable them to exercise their rights in law and understand, 
exercise and fulfil their responsibilities.
By 2009-10, increase the proportion of care cases being completed in the courts within 40 
weeks by 10 per cent.

To achieve earlier and more proportionate resolution of legal problems and disputes by:

Improve the delivery of justice by increasing the number of crimes for which an offender is 
brought to justice to 1.25 million by 2007-08.

Reassure the public, reducing the fear of crime and anti-social behaviour, and building 
confidence in the Criminal Justice System without compromising fairness.

Reduce unfounded asylum claims as part of a wider strategy to tackle abuse of the 
immigration laws and promote controlled legal migration.

To provide criminal, civil, family and administrative justice systems that command 
public respect and confidence.

Objective IV

Objective III

Objective II

Objective I

 
Source: DCA, Delivering justice, rights and democracy: DCA Departmental Report 2004/05, June 

2005 
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7 Conclusions 
94. Overall, departments appear to recognise the importance of the DARs as a means 

of communicating their current and future priorities and providing accountability 
against their past performance.  Accordingly, in selecting information to publish 
in their DARs, departments have generally complied with Treasury guidance.   

95. Adherence to guidelines alone is not enough, though.  Information deficiencies 
remain, especially in terms of relating expenditure to performance.  For a report to 
be useful to Parliament in its scrutiny role and to the public for general reference, 
it must present full information in an easily accessible manner. 

96. While departments must strike a balance between informing and overloading 
audiences, the primary focus must be on ensuring that readers have sufficient 
information at their disposal to assess departments’ levels of performance, the 
associated costs and the credibility of their claims about progress. 

97. To this end, future DARs should include: 

• Notes accompanying core financial tables to explain trends and unusual 
movements;  

• Direct linking of expenditure/resources to targets/outcomes, both at objective 
level and in relation to individual initiatives; 

• Comprehensive discussion of progress on efficiency programmes, including 
explanation of where major savings are anticipated and the likely impact on 
services; 

• Full information regarding the quality of data used in assessing targets, with 
limitations clearly set out; 

• Consistently expressed assessments which follow logically from the 
information provided; 

• Details of any information which is outside of measures described in PSA 
technical notes; 

• Full commentary on past performance, with explanations for failures to meet 
targets, and discussion of future initiatives designed to improve performance; 
and 

• Some form of reconciliation of current objectives and targets, and of targets 
over time. 

98. Given that several of these improvements require departments to consider the 
amount of information they should include and how better to present this, they 
might benefit from reading across the range of DARs and borrowing ideas from 
each other.  Clearly the complexity of work areas and corresponding objectives 
and targets varies from department to department, but there are a number of 
identifiable occurrences of good practice which can be universally adopted, 
including the use of well-designed summary tables and the consistent and 
systematic approach to setting out assessments.  
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99. To this end, we suggest that those select committees publishing reports on this 
year’s DARs make reference to the findings in this report and draw 
departments’ attention to examples of best practice.  


