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Conclusions and recommendations 

1. It is a cause of concern to us that the NAO found the need to qualify the MoD’s 
Resource Accounts for the third consecutive year, particularly given the assurances 
made to the Committee by both the Secretary of State and the Permanent Under 
Secretary last year. It cannot be acceptable that the MoD continues to fail to provide 
accurate and sufficient audit evidence to support their accounts, both in relation to 
personnel administration and stocks and assets. (Paragraph 7) 

2. We agree with the Secretary of State’s assessment that capability in theatre must be 
the Department’s first concern. However, failing to maintain accurate and full 
information on personnel and to keep track of assets such as Bowman has the 
potential to threaten the long–term capability of the Department, including 
operational capability. The MoD therefore needs to take urgent action to rectify the 
outstanding problems; progress made on implementing the recommendations of the 
NAO is welcome, but must continue in earnest, but needs to be increased. 
(Paragraph 8) 

3. We are concerned that the resolution of the problems in relation to the JPA that led 
to the qualification of the MoD’s Resource Accounts last year has shed light on 
further problems. It is of great importance that the remaining problems with the JPA 
system are resolved as quickly as possible. The MoD cannot possibly hope to manage 
personnel effectively with incomplete or inaccurate information and must ensure 
that any further problems that arise are dealt with immediately. (Paragraph 15) 

4. That the MoD could not, at a given time, account for the whereabouts of radios 
worth £155 million is unacceptable. While we acknowledge the difficulties associated 
with tracking assets in theatre, particularly given the deliberately flexible nature of 
Bowman, the MoD cannot afford to be complacent in this matter. The security 
implications associated with losing equipment such as this are significant; having an 
effective audit trail is the only way to ensure that all radios are accounted for. We 
hope that the development and roll out of the Bowman And Communication 
Management System (BACMS) and Joint Asset Management and Engineering 
Solutions (JAMES) systems can be achieved quickly and effectively. (Paragraph 22) 

5. While the sample taken by the NAO for its analysis is not large, it is statistically valid. 
It is possible that the NAO’s sample had a higher incidence of errors than is the case 
overall, but it is equally possible that the opposite could be the case. We hope that the 
NAO will continue to monitor closely the MoD’s management of stock, perhaps 
giving consideration to undertaking a broader analysis of this problem at some 
future date. (Paragraph 24) 

6. It is of course vital that the MoD identifies and ensures that all staff are aware of and 
working towards its key objectives and strategic direction. We recognise that the 
Strategy for Defence is designed to respond to current and short to medium term 
organisational needs but are concerned that its five year declared time table should 
not pre-empt or restrict the introduction of changes that will be identified in the 
Strategic Defence Review. We would expect any organisational and other 
management and budgetary measures identified as part of that Strategic Defence 
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Review to be implemented as soon as possible and before 2014 as required. 
(Paragraph 30) 

7. While we welcome the Department’s review of its performance management system, 
we hope that the outcome of this work will feed into the SDR and we once again 
emphasise that new programmes must not pre-empt the findings of the SDR.  
(Paragraph 31) 

8. While improvements have been achieved, work to implement the Department’s 
Capability Review Implementation plan quickly and effectively must continue, and 
areas of previously good performance cannot be allowed to slip. It is vital that staff 
reductions and Value For Money savings are achieved without impacting directly or 
indirectly upon frontline capability and contingent readiness. (Paragraph 37) 

9. The MoD has a poor record of compliance with data protection legislation. Whilst 
we are encouraged by the progress that has made in implementing the 
recommendations of Sir Edmund Burton, there continue to be too many incidents of 
data loss. The heightened number of incidents reported in the last year highlights the 
severity of the problem and the need for the MoD to continue to be aware of and to 
manage the risks more robustly. Unless it becomes evident by the time of the next 
annual report that progress has been made, we recommend that a champion to drive 
this important area of policy is appointed at ministerial level. (Paragraph 41) 

10. While we accept that the MoD is following Treasury guidance regarding the use of 
terms such as “some progress”, we are concerned that these phrases are unhelpful 
when used in isolation, without giving any indication within the Annual Report as to 
their meaning in real terms. We recommend that the MoD ensure that an 
explanation of these assessments are included in next year’s report. Furthermore, the 
Department needs to make the basis for these assessments clear. A full outline of 
targets and sub-indicators will not be appropriate in every case—where there is 
operational sensitivity, for example. However, we expect the Department to provide 
as much information regarding the assessment of performance as is practically 
possible. (Paragraph 47) 

11. Given that the recently published Strategy for Defence identifies operations in 
Afghanistan as the Department’s “main effort”, it is important that both we and the 
public are able to make a reasonable assessment of the Department’s performance in 
this area. The war in Afghanistan and the casualties incurred are inevitably emotive 
subjects. We recognise that the Department cannot make public all of its activity, but 
we recommend that the MoD needs to put more work into accurately conveying its 
performance on operations to the public. There are some welcome signs that this is 
beginning to improve. (Paragraph 52) 

12. The MoD must continue to work to implement the recommendations of the NAO 
and PAC as quickly and effectively as possible. (Paragraph 56) 

13. Addressing the continuing problem of maintaining manning balance, particularly 
with regard to pinch point trades, needs to be a high priority for the Department. 
This is a long-term concern that directly affects the operational capability of the 
Armed Forces. It can only be addressed by ensuring that personnel are not only 
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recruited and trained effectively, but that they are retained. To ensure that the 
improvements seen in recruitment are reflected in the long term, the Department 
needs to ensure that budgets are sufficient to meet training needs, and that 
remaining in the Services is attractive to personnel, both financially and in terms of 
wider Service life, such as meeting harmony guidelines. (Paragraph 66) 

14. An arbitrary target on readiness which does not reflect the reality of the MoD’s 
operational requirements serves little purpose. The MoD needs to ensure that it 
communicates the real position of readiness effectively. (Paragraph 70) 

15. It may be that greater accountability over budgets among senior officials would 
improve the situation. However, we will be discussing the complex issues of 
equipment procurement in greater detail in our separate Report on Defence 
Equipment. We welcome the publication of the MoD’s Defence Strategy for 
Acquisition Reform, which represents an initial step towards addressing these issues.  
(Paragraph 73) 
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1 Introduction 
1. Government departments are required to publish annual reports at the end of each 
financial year. Their purpose is to set out achievements and performance against objectives 
and targets, to describe administrative structures and set out financial information on 
actual and planned expenditure. Scrutiny of a department’s performance against its targets, 
and of its expenditure, is central to the work undertaken by select committees. Our inquiry 
continues a series of annual inquiries into the MoD’s Annual Report and Accounts. This 
Report examines the administration, expenditure, activities and achievements of the MoD 
during the 2008–09 financial year, as detailed in the Ministry of Defence Annual Report and 
Accounts 2008–09, published on 20 July 2009. 

2. Continuing the format of last year’s inquiry into the MoD’s Annual Report and 
Accounts 2007–08, we held two oral evidence sessions; the first session on 10 November 
2009 with Sir Bill Jeffrey, Permanent Under Secretary to the MoD, and Mr Terence Jagger, 
MoD’s Director Financial Management; and the second session with the Secretary of State 
for Defence, on 24 November 2009 (the Rt Hon Bob Ainsworth MP), in his first 
appearance before us since his appointment in May.  

3. We sent written questions to the MoD at the beginning of the inquiry, prepared with the 
assistance of the Committee Office Scrutiny Unit. We also asked the MoD for further 
information following the oral evidence sessions. The information received from the MoD 
is appended to this Report. We are grateful to the National Audit Office (NAO) for 
providing written briefing on the performance of the MoD; that briefing is available on the 
NAO website. We extend our thanks to all those who assisted the Committee during the 
course of this inquiry. 
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2 The MoD’s resources 

Audit Qualification of the Department’s 2008–09 Resource Accounts 

4. Last year we expressed our disappointment that the Comptroller and Auditor General 
(C&AG) qualified his audit opinion on regularity and limited the scope of his “true and 
fair” audit opinion1 on the Department’s 2007–08 Resource Accounts, largely due to 
problems with the Department’s new Joint Personnel Administration (JPA) system. We 
recommended that steps be taken to ensure that the problems were reconciled this year. 
However, the MoD’s 2008–09 Resource Accounts were once again qualified by the C&AG, 
largely due to continuing concerns relating to the JPA system: 

• material errors in the amounts of military specialist pay, allowances and expenses 
paid through the JPA system; 

• insufficient audit evidence to determine whether the income recognised by 
recovering the costs of certain accommodation and food charges from the pay of 
Service personnel was materially complete; and 

• insufficient audit evidence to confirm the accuracy of Service personnel numbers 
in relation to the reserves for the Royal Navy and Army. 

A further concern related to assets and stock balances: 

• insufficient audit evidence to support the value of certain fixed assets and stock 
balances or to confirm the existence of Bowman assets. 

5. This is now the third consecutive year in which the Department’s Resource Accounts 
have been qualified. Giving evidence to us in November 2008 in relation to the Annual 
Report and Accounts 2007–08, the Permanent Under Secretary (PUS) to the Department, 
Sir Bill Jeffrey stated: 

[…] there is a good prospect, and we are working very closely with the NAO who 
have been extremely helpful over this, of getting to the point where they can give us 
unqualified Accounts in this respect at the end of the current financial year.2 

This November, Sir Bill Jeffrey told us: 

As accounting officer, I would say that I take these shortcomings very seriously. I 
think there is a lot of effort going on, led by the Finance Director and Terrence 
Jagger, but I myself received regular reports on progress with that. I very much hope 
that although some of these issues are quite intractable, we can get to the point where 
we do not face qualification of this year’s accounts.3 

 
1  A limitation of scope is given where the auditor has not been able to obtain sufficient and appropriate evidence to 

support material balances in the accounts. An amount is “material” if its omission or misstatement could affect the 
understanding or decisions taken by the user of the accounts. 

2 Defence Committee, Fifth Report of Session 2008-09, Ministry of Defence Annual Report and Accounts 2007-08, HC 
214, p 12 

3 Q 2 
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6. The Secretary of State stated that while the Department holds auditing as a high priority, 
operational capability has to be the main effort: 

[…] we should try to the best of our ability to maintain the maximum degree of 
openness of audit that we can in the circumstances which we face. Precisely what 
would anybody have us do: give the absolute maximum effort to our current 
operations and make sure that audit is a close second to that; or would they have us 
have the completion and perfection of audit come above capability in theatre?4 

7. It is a cause of concern to us that the NAO found the need to qualify the MoD’s 
Resource Accounts for the third consecutive year, particularly given the assurances 
made to the Committee by both the Secretary of State and the Permanent Under 
Secretary last year. It cannot be acceptable that the MoD continues to fail to provide 
accurate and sufficient audit evidence to support their accounts, both in relation to 
personnel administration and stocks and assets.  

8. We agree with the Secretary of State’s assessment that capability in theatre must be 
the Department’s first concern. However, failing to maintain accurate and full 
information on personnel and to keep track of assets such as Bowman has the potential 
to threaten the long–term capability of the Department, including operational 
capability. The MoD therefore needs to take urgent action to rectify the outstanding 
problems; progress made on implementing the recommendations of the NAO is 
welcome, but must continue in earnest, but needs to be increased. 

The Joint Personnel Administration programme 

9. The NAO found material errors in military specialist pay, allowances and expenses, 
estimating that out of £1.083 billion, £268 million was paid to individuals who were not 
entitled to them or whose entitlement could not be demonstrated by supporting evidence. 
Additionally, there was insufficient audit evidence for the NAO to determine if 
approximately £83 million of accommodation and food charges deducted from Service 
personnel pay was materially complete.5 There was also insufficient audit evidence 
available to confirm whether the approved Estimates, as authorised by Parliament (Votes 
A), with regard to the maximum numbers of personnel maintained for service in both the 
full time Armed Services and Reserves had been exceeded in respect of the Reserves for the 
Royal Navy and Army.  

10. This is the second consecutive year in which the C&AG’s audit opinion on the 
Department’s Resource Account has been qualified because of insufficient evidence to 
support payments made via the Joint Personnel Administration (JPA) system to Service 
personnel. In our Report on the Department’s Annual Report and Accounts 2007–08 we 
concluded: 

It is difficult to exaggerate the magnitude of the failure of the Joint Personnel 
Administration programme. At a time when the Department is seeking, in many 

 
4 Q 126 

5 National Audit Office briefing for the House of Commons Defence Committee, October 2009, Performance of the 
Ministry of Defence 2008–09. Available at www.nao.org.uk  
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cases, successfully, to deal with areas of dissatisfaction in service personnel life, this 
failure, which affects pay, entitlements and service records, is unacceptable.6 

11. In response to our concerns, the Government stated that it was “addressing the 
National Audit Office’s concerns with urgency”.7 Giving evidence to us on this year’s 
Annual Report and Accounts, Sir Bill Jeffrey commented that the problems identified last 
year had been resolved, but that in doing so, the new problems in relation to specialist pay 
and allowances had come to light.  

For last year, we had in fact addressed largely the problems with the JPA but the 
consequence was that the NAO had better visibility of the actual payments of 
allowances, and they did a sample, a relatively small sample, that suggested that in 
material respects we are either over or underpaying. The vast majority of those errors 
were input errors. In the sample we found only one that suggested that fraud was a 
factor, but it does suggest that we have an insufficient grip on the accuracy of these 
payments.8 

12. The Secretary State acknowledged that difficulties continued in relation to the accounts: 

[the accounts were] not only qualified again, but qualified on four counts this time. 
We continue to have problems with the JPA system which working with the 
National Audit Office to try to sort out. There are other issues and I would hope the 
Committee would have at least a degree of sympathy, although I do not believe that 
you should allow us to be in any way complacent.9 

13. The NAO recommended the Department take the following actions: 

• establish a task force to correct pay and personnel records systematically and 
undertake a formal review of the existing levels of access to the JPA system; 

• complete the review of controls begun last year to identify those that are key and to 
consider if further controls are needed;  

• review the management information available to ensure it meets the requirements 
of all stakeholders including budget holders on whom the Department is relying 
for checks on outturn, most notably the top level budget holders ; and 

• Ensure the Department can meet its statutory requirements for reporting to 
Parliament on the approved estimates for numbers of personnel.  

14. The Department reports that many of these actions are being actively pursued; a Joint 
Personnel Administration Assurance and Compliance Working Group has been 
established “to provide coherence across initiatives to improve and maintain data 
accuracy”10, and various reviews of existing frameworks, training and documentation are 

 
6 HC (2008–09) 214, p 8 

7 Defence Committee, Second Special Report of Session 2008–09, Ministry of Defence Annual Report and Accounts 
2007–08: Government Response to the Committee’s fifth Report of Session 2008–09, HC 534  

8 Q 2 

9 Q 113 

10 Ev 33 
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being undertaken under the auspices of this working group, in addition to other activities 
to ensure the improvement of the system and to address the problems identified by the 
NAO.11 

15. We are concerned that the resolution of the problems in relation to the JPA that led 
to the qualification of the MoD’s Resource Accounts last year has shed light on further 
problems. It is of great importance that the remaining problems with the JPA system 
are resolved as quickly as possible. The MoD cannot possibly hope to manage personnel 
effectively with incomplete or inaccurate information and must ensure that any further 
problems that arise are dealt with immediately. 

Assets and Stock Balances 

16. The Department was also unable to provide adequate evidence to support certain fixed 
asset and stock balances within the Resource Accounts, valued at around £6.6 billion. Areas 
of concern included: 

• the levels of assurance over certain inventory and stock items store principally by 
the Defence Storage and Distribution Agency (DSDA); 

• the levels of discrepancies reported in the annual census exercise on 
MERLIN/MAESTRO12 assets; and  

• tracking, monitoring and accounting of Bowman assets.  

17. The Department’s 2008–09 Resource Accounts recorded that the MoD’s Bowman 
assets, which form part of a tactical communications system providing secure radio, 
intercom and internet services in a modular and fully integrated system, have a net value of 
£1.3 billion, equating to approximately 35,800 radio sets. However, the Department could 
not provide enough evidence to support these figures and it was only possible to confirm 
the existence of approximately 89% of Bowman assets by the end of the year. Therefore 
some £155 million of assets could not be accounted for.13 Mr Terence Jagger, Director 
Financial Management for the MoD, told the Committee: 

[…] the percentage the NAO quotes, which I might point out is a huge increase on 
the situation they found the previous year, is, if you like, a snapshot in time; so on 31 
March, they took a sample and asked if we could provide evidence for those. In fact 
our visibility goes up and down as radios go in and out of theatre and in and out of 
the repair loop. Over the last few months of the financial year for example we have 
sometimes had visibility of a greater number than that, but then, because there was 
not a single database on which they were all recorded, which was what the NAO was 
looking for with evidence, the NAO could not accept the number.14 

 
11 Ev 39 

12 The Management of Equipment Resources, Liabilities and Information Networks (MERLIN) is a system for tracking 
vehicles and the Managing Assets for Equipment support, Transactions, Records and Occurrences (MAESTRO) is a 
system for tracking deployed Army assets. 

13 National Audit Office briefing for the House of Commons Defence Committee, October 2009, Performance of the 
Ministry of Defence 2008–09, p. 50, Available at www.nao.org.uk  

14 Q 19 
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18. The Secretary of State defended the need to be flexible with Bowman radios: 

[…] if a vehicle fitted with a Bowman radio is broken in theatre for whatever reason 
a soldier is able to take the Bowman radio out and keep that in theatre and the 
vehicle comes back to the UK for repair, for scrapping or whatever minus its 
Bowman radio, That gives us a great degree of flexibility in theatre but, nonetheless it 
makes it very difficult for us to be able to prove at any one time where each and every 
Bowman radio is. So there is a tension between the audit trail and our ability to be 
able to prove where some quite valuable equipment is and the flexibility that we, for 
quite understandable reasons, want to give to our troops.15 

19. The NAO recommended the Department take the following actions: 

• analyse the reasons for the increasing discrepancies in stock counts and introduce 
appropriate additional controls to ensure that stock systems are sufficiently robust 
and efficient to support operational requirement, ensure efficient stock 
management and provide sufficiently accurate information for financial reporting 
requirements; 

• complete the stock take of Bowman equipment to establish as accurate a record as 
possible and formally write off missing equipment; and 

• working with the Army and its contractor, review the procedures for accounting 
for BOWMAN assets including purchases, issues, assets in the repair loop, losses, 
write-offs and assets in transit. 

20. The MoD told us that separate programmes are being undertaken to address the two 
areas of general asset management and Bowman assets specifically, to be overseen by a 
Materiel and Financial Accounting Board. The Department hopes that these programmes 
will ensure that information regarding the location of assets, including equipment in 
transit, is improved, and that stock checking and reconciliation is undertaken effectively.16 

21. We raised the matter of tracking Bowman assets with representatives from the Defence 
industry giving oral evidence in relation to our inquiry into Defence Equipment. Dr Sandy 
Wilson, President and Managing Director, General Dynamics UK Ltd commented: 

there is a raft of work already ongoing to look after assets in the field. I do not think 
there is a simple answer to this. There does need to be greater integration of the 
existing systems that deal with configuration management of the platforms in 
theatre, linking that to some of the ordering mechanisms that MoD uses to call up 
spares when they find they need them. […] Fundamentally, I think there needs to be 
a greater level of control applied. We have got mechanisms to help do that. When 
JAMES comes along – Joint Asset Management and Engineering system – so long as 
it really does have embedded in it a suitable asset tracker and configuration 

 
15 Q 116 

16 Ev 39 
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management system, I think we will see some improvement. The message I would 
have is accelerate rather than delay in those programmes.17 

22. That the MoD could not, at a given time, account for the whereabouts of radios 
worth £155 million is unacceptable. While we acknowledge the difficulties associated 
with tracking assets in theatre, particularly given the deliberately flexible nature of 
Bowman, the MoD cannot afford to be complacent in this matter. The security 
implications associated with losing equipment such as this are significant; having an 
effective audit trail is the only way to ensure that all radios are accounted for. We hope 
that the development and roll out of the Bowman And Communication Management 
System (BACMS) and Joint Asset Management and Engineering Solutions (JAMES) 
systems can be achieved quickly and effectively. 

23. In relation to the discrepancies identified by the NAO in their audit of general stock 
counts, the Secretary of State noted the small sample taken by the NAO: 

We are working with the National Audit Office to get a better feel for the size of the 
problem but it maybe looks a little worse than it is on the sample that they took. For 
instance, they took a relatively small sample and they found errors in 22 per cent of 
the sample. Some of those errors were pretty minor in nature, so it is not the case 
that there is a 22 per cent error. There is a 22 per cent error but some of those are 
very small indeed; they are very small items.18 

24. While the sample taken by the NAO for its analysis is not large, it is statistically 
valid. It is possible that the NAO’s sample had a higher incidence of errors than is the 
case overall, but it is equally possible that the opposite could be the case. We hope that 
the NAO will continue to monitor closely the MoD’s management of stock, perhaps 
giving consideration to undertaking a broader analysis of this problem at some future 
date. 

Strategy for Defence 

25. On 27 October, the Secretary of State wrote to the Chairman setting out the new 
“Strategy for Defence”. The aim of the document was to drive strategic decision-making 
throughout the MoD by linking policy to plans, resources and programmes, and reflecting 
the Defence Aim and Vision. The Strategy outlines the following as key to the direction of 
the MoD: 

• support to operations in Afghanistan is now the main effort for Defence; 

• the next five year period to 2014 should be the focus for real improvement in the 
balance between the Department’s programme and the resources available; 

• providing forces most likely to be needed for small scale overseas contingency 
operations should be the focus for resource allocation other than for Afghanistan; 

 
17 Oral Evidence taken before the Defence Committee on 8 December 2009, HC 99–ii, Q 392 

18 Q 114 
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• given the current force levels in Afghanistan, ambition for contingent operations 
limited in the short term “to doing what we can, whenever we can, to build our 
capabilities”; 

• conflict prevention must be pursued wherever possible; 

• the strategic management of Defence will be improved through a new framework 
with this strategy at its heart; 

• a culture of continuous improvement will be developed; and 

• work will be conducted in preparation for the Defence Review, taking into account 
lessons learned across all areas of the Department’s work. 

26.  In relation to the purpose of the Strategy for Defence, the PUS told us: 

The document has a number of purposes. It is partly the fact that we believe, and I 
think the Defence Secretary shares that view, that we should use the time between 
now and the Defence Review usefully and that it would benefit the Department to 
have the kind of top-down direction that this document represents over that period. 
The other benefit of it I would argue is that it provides a blueprint for how we 
communicate with the Department once the Defence Review has been completed.19 

27. The Secretary of State expanded on the reasons behind the need for such a document: 

The challenge that we faced, I think, in defence […] was when you are so fixed in one 
area of the contingent task scale, as we are in Afghanistan, the Department then 
needs to try and understand what next it should focus on in order to make best use 
of the remaining resources. What we have tried to do with the strategy for Defence is 
to give the Department that focus. It is an additional layer on top of Defence 
Strategic Guidance, and it is much more directive than other documents that we 
have had in the past. Principally though, it answers to the requirements of the 
Capability Review that was done on the Department more widely, beyond Defence 
Strategic Guidance which the Chairman understands is a very highly classified 
document, which is not available to everyone in the Department.20 

28. He noted that this document was “aimed at the period to 2014 to get us to the Strategic 
Defence Review”21 and told us that the aim was for the Green Paper to inform the Review 
for the period following 2014. 

29. The Department has informed us that it is undertaking a review of its top level 
performance management system as part of the pre-SDR work on Strategic Management. 
It hoped that a new system would become operational in the Spring “in order to provide a 
baseline of strategic performance information prior to the Defence Review”.22 It stated: 

 
19 Q 31 

20 Defence Committee, Fourth Report of Session 2009–10, Readiness and recuperation of the Armed Forces: looking 
towards the Strategic Defence Review , HC 53, Q 431 

21 Ibid., Q 432 

22 Ev 46 
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The outline design of the new system is based on an assessment of the utility of the 
current Balanced Scorecard and Quarterly Performance Report in the context of the 
challenges faced by Defence today, including, for example, the challenges posed by 
enduring current operations, and in the future, and of a survey of other performance 
management systems and current academic literature.23  

30. It is of course vital that the MoD identifies and ensures that all staff are aware of 
and working towards its key objectives and strategic direction. We recognise that the 
Strategy for Defence is designed to respond to current and short to medium term 
organisational needs but are concerned that its five year declared time table should not 
pre-empt or restrict the introduction of changes that will be identified in the Strategic 
Defence Review. We would expect any organisational and other management and 
budgetary measures identified as part of that Strategic Defence Review to be 
implemented as soon as possible and before 2014 as required. 

31. While we welcome the Department’s review of its performance management 
system, we hope that the outcome of this work will feed into the SDR and we once again 
emphasise that new programmes must not pre-empt the findings of the SDR.  

Capability and efficiency of the MoD 

32. The Cabinet Office published an independent Capability Review of the MoD in 2007, 
assessing the Department’s performance against ten indicators in three key areas: 
leadership, strategy and delivery. A number of areas were identified for improvement, 
including corporate leadership, a perceived “insularity” of the MoD from the rest of 
Whitehall, and the Department’s human capability. In response, the Department launched 
a two-year streamlining programme to address the areas of weakness identified, including 
implementing changes in the Defence Board structure, and a Head Office streamlining 
programme, aiming for a reduction in the size of Head Office of 25% by April 2010.24  

33. A follow-up to the Capability Review was published by the Cabinet Office in March 
2009. Of the ten indicators identified in the original Review, six were unchanged, three had 
improved and one had declined (see Table 1 below). The Department’s Capability Review 
Implementation Plan, developed in response to the areas identified for further 
improvement, commits the MoD to: 

• build a stronger and more visible corporate leadership; 

• develop an overarching strategy for the department; 

• redouble efforts to build capability in civil servants; 

• continue to streamline departmental head office and improve ways of working; and 

• further improve relationships across Whitehall. 

 

 
23 Ev 46 

24 National Audit Office briefing for the House of Commons Defence Committee, October 2009, Performance of the 
Ministry of Defence 2008-09, p 42. Available at www.nao.org.uk  
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Table 1: Assessment of the Department’s capability for future delivery 

Indicator March 2007 March 2009 

Leadership 

Set direction Urgent development area Development area 

Ignite passion, pace and drive Well placed Development area 

Take responsibility for leading 
delivery and change 

Well placed Well placed 

Build capability Development area Development area 

Strategy 

Focus on Outcomes Strong Strong

Base Choice on evidence Well placed Well placed 

Build Common purpose Development area Well placed 

Delivery 

Plan, resource and prioritise Development area Development area 

Delivery clear roles, 
responsibilities and business 
models 

Urgent development area Development area 

Manage performance Development area Development area 

Data Source: NAO briefing for the committee, Figure 11 

34. In relation to the assessment that the Department’s capability with regard to igniting 
passion, pace and drive had fallen, the Permanent Under Secretary, Sir Bill Jeffrey, 
commented: 

I think we are addressing that capability review finding. Against it I would set the fact 
that the staff survey that we undertook in February as part of a wider Civil Service 
pilot put us second out of 11 departments on the measures of staff engagement and 
first on the measures that tell you whether people are really striving to succeed in 
their work. […] I am very keen to leave our existing people, whether they are in the 
head office or in DE&S or, as many of them are, right out in the front line commands 
and indeed overseas, in no doubt about how highly we value their contribution 
because it is pretty importance for defence.25 

35. In the response to our written questions, the MoD confirmed that the Department was 
on track to make the target of a 25% reduction in the size of Head Office, and stated that 
reductions had been achieved “by a combination of re-deploying approximately 250 
military personnel back to front line posts, a civilian Early Release Scheme, relocations out 
of Central London and natural wastage”.26 The Department defended the need for staff 
reductions and change programmes as necessary, despite the continued pressure on the 
Department from current operations: 

The demands of current operations, principally in Afghanistan but including other 
operations elsewhere in the world, do present a very considerable challenge for the 

 
25 Q 108 

26 Ev 32 
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Department. But we must not use that as an excuse to avoid the pursuit of 
programmes intended to improve the way in which the Ministry of Defence delivers. 
Indeed, it is arguably more important in these circumstances that change 
programmes are vigorously pursued, so as to maximise the investment that can be 
made in the front line.27 

36. The Annual Report and Accounts also states that the MoD is on track to deliver £2.7 
billion of Value For Money (VFM) savings by 2010–11, agreed under the Department’s 
Comprehensive Spending Review 2007. This target was increased to £3.15 billion in the 
April 2009 budget. The MoD states that “these savings will be sustainable, cash-releasing 
gains net of implementation costs”, with funds going back into “delivering our primary 
objective of success on operations”.28 At the end of the year the Department had achieved 
approximately £650 million of savings. In written evidence to us, the MoD assured us that, 
despite the increasing costs of equipment and current operations, it was confident of 
meeting its VFM target: 

The VFM delivery profile is not linear. In some cases this is because costs are netted 
off up front, in other cases it is because of the nature of the initiative. Our Autumn 
Performance report stated MoD had achieved in the order of £1.2Bn of VFM savings 
in the first 18 months. We are on track for delivery of around £2.0Bn savings by the 
end of the current financial year. As such we are firmly on track for delivering the 
original £2.7Bn VFM target.29 

The Department stated that further work was being done to achieve the further £450M 
savings announced in the April 2009 Budget. 

37. While improvements have been achieved, work to implement the Department’s 
Capability Review Implementation plan quickly and effectively must continue, and 
areas of previously good performance cannot be allowed to slip. It is vital that staff 
reductions and Value For Money savings are achieved without impacting directly or 
indirectly upon frontline capability and contingent readiness.  

Data protection 

38. In our Report on the MoD Annual Report and Accounts 2007–08 we expressed 
concern about the MoD’s involvement in incidents of data loss and requested “clear and 
full information on progress to date in limiting or preventing such incidents in the next 
Annual Report and Accounts”.30 Following the publication of Sir Edmund Burton’s report 
into the loss of MoD personal data and the Cabinet Office Data Handling review, the MoD 
became one of only two Departments to have enforcement action taken against them by 
the Information Commissioner’s Office in 2008 for breach of Data Protection 

 
27 Ev 44 

28 Ministry of Defence, Ministry of Defence Annual Report and Accounts 2008–09, 20 July 2009, HC 467, p 94 

29 Ev 44 

30 HC (2008–09) 214, p 18 
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requirements.31 The Department must now comply with the terms of this notice, 
publishing yearly progress reports. The first of these was published in April 2009.32 

39. The MoD was able to report “good progress” in implementing the recommendations of 
the Cabinet Office Data Handling Review, and as of 31 March 2009 had implemented 41 
out of the 51 recommendations of the Burton report. The Department has also established 
a new Chief Information Officer, whose role is to support the management of information 
across the Department. According to written evidence to us, over 90% of staff have now 
undertaken Protecting Information training.33 

40. However, there were eight data related incidents reported to the Information 
Commissioner’s Office in 2008–09, the details of which are listed in the Departmental 
Resource Accounts. Seven of these incidents involved the loss of personal data, four of 
which affected between 90 and 1200 individuals. The three other incidents potentially 
affected several thousand, with the most serious incident, the possible theft of a portable 
hard disk containing sensitive personal data from secured contractor premises, estimated 
as potentially affecting up to 1.7 million people. This compares to just two, albeit high 
profile, incidents in 2007–08. The MoD commented: 

The figures reported in the Annual Report and Accounts relate to losses of personal 
data between April 2008 and March 2009. This period straddles the publication, in 
June 2008, of both Sir Edmund Burton’s Report and the Cabinet Office Data 
Handling Review. Publication of these reports increased awareness across MoD of 
the importance of personal data and the requirement to report incidents involving its 
loss. The increase in figures can partly be attributable to this factor.  

Another significant cause of an increase in figures was the measures the Department 
took to implement the recommendations of the two reports. For example conducting 
audits of holdings to removable media brought to light instances where items that 
may have contained personal data could no longer be accounted for.34 

41. The MoD has a poor record of compliance with data protection legislation. Whilst 
we are encouraged by the progress that has made in implementing the 
recommendations of Sir Edmund Burton, there continue to be too many incidents of 
data loss. The heightened number of incidents reported in the last year highlights the 
severity of the problem and the need for the MoD to continue to be aware of and to 
manage the risks more robustly. Unless it becomes evident by the time of the next 
annual report that progress has been made, we recommend that a champion to drive 
this important area of policy is appointed at ministerial level.  

 
31 ICO Press Notice 25 June 2008 available at www.ico.gov.uk  

32 Ministry of Defence, MoD Report on progress against data handling recommendations as at 31 March 2009, 21 April 
2009 

33 Ev 45 

34 Ev 44 
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3 Assessing the MoD’s performance 

Overall performance against PSA and DSO targets 

42. Under the Comprehensive Spending Review (CSR) 2007 reporting framework, the 
MoD is no longer the lead Department for any Public Service Agreement (PSA) targets. 
However, it contributes to both the Home Office-lead PSA 26 on Counter-Terrorism and 
the Foreign and Commonwealth Office-led PSA 30 on Conflict Prevention. Three 
Departmental Strategic Objectives were agreed in the 2007 Comprehensive Spending 
Review. The Department’s performance against these objectives was updated in the MoD 
first quarter External Performance Report 2009–10.  

Table 2: Public Service Agreement targets and performance 

Public Service Agreement Targets Departmental assessment of performance in 
2008–09 

PSA 26: To reduce the risk to the UK and its 
interests overseas from international 
terrorism. The Home Office leads on this 
target, with a number of other government 
Departments contributing. The target reflects 
the four pillars of the Government’s counter-
terrorism strategy—prevent, pursue, protect 
and prepare. The Department’s Performance 
Indicator 1.1 (Success on operations) 
contributes to performance against this PSA 
target. 

The Department’s Annual Report does not give 
any information on performance against this 
target. The Home Office Annual Report states 
that the assessment of progress against this 
target is classified. (Paragraph 1.24) 

PSA 30: Global and regional reduction in 
conflict and its impact and more effective 
international institutions. The Foreign and 
Commonwealth Office (FCO) leads on this 
target, supported by the Ministry of Defence 
and Department for International 
Development (DFID). The Department’s 
Performance Indicators 1.1 (Success on 
operations) and 2.1 (UK Contingent 
Capability) contribute to performance against 
this PSA target. 

The Department’s Annual Report states that PSA 
30 performance is reported by the FCO on 
behalf of the Ministry of Defence and DFID, and 
shows ‘some progress’ across the year. 
(Paragraphs 1.19–1.23) 
 

Data Source: MoD annual Report and Accounts 2008–09 
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Table 3: Departmental Strategic Objective targets and performance 

DSO1 

Achieve success in the 
military tasks we 
undertake at home and 
abroad.  

Indicator 1.1: success on operations: assessed against the military 
strategic objectives for each operation or military task we are 
conducting, including counter terrorism. 
 
“Some progress” achieving the military tasks required, although it is 
recognised that this has partly been at the cost of readiness for 
contingent operations. 

DSO2 

Be ready to respond to 
the tasks that might 
arise. 

Indicator 2.1: UK contingent capability and delivery of force elements at 
readiness. 
 
“No progress”. For a considerable time, armed forces have operated 
above the level of concurrent operations which they are resourced to 
sustain over time. 

Indicator 2.2: Manning balance.
 
“Some progress”: the RAF’s manning balance has deteriorated, while 
the Army and Navy have seen improvement. 

DSO3 

Build for the future. Indicator 3.1: Procuring and supporting military equipment capability.
 
“No progress”.  The targets for variation in forecast cost and time were 
not met. 

Indicator 3.2: Procuring and supporting non-military equipment 
capability. 
 
“Not assessed”: the method of measuring performance has not proved 
accurate 

Indicator 3.3: Sustainable development.
 
“Some progress”: three indicators showed progress, three did not 

Value for money progress. 

Broadly on track. 

Data Source: MoD Annual Report and Accounts 2008–09 

43. Despite the Department only having achieved “some progress” on three indicators, Sir 
Bill Jeffrey thought that the Department had seen some overall improvement in 
performance over the last year: 

Notwithstanding some of the public comment, I think we have a good deal to be 
proud of in the way the Department is supporting our main effort in Afghanistan. If 
you look at the figures that do happen to flow from the departmental strategic 
objective, the readiness figure, for all its limitations, although it is not evident in the 
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quarterly return that we sent to the committee a month or so ago, is now turning 
upwards and the next one you see I believe will show that since drawdown in Iraq 
our readiness measure against the various force elements that we do measure is 
improving. The economic conditions that we are now in have meant that we are 
much closer to manning balance than we were some time ago. It depends on what 
one is measuring but there are definitely signs of improvement.35 

44. In the Committee’s Report on the Annual Report and Accounts 2007–08, the 
transparency of the terminology used to describe progress was raised as a concern. We 
commented: 

When targets comprise many sub-targets, when subjectivity is key to measurement, 
when no metrics are provided to assess what is meant when a sub-target is “partly 
met”, there is clearly insufficient transparency.36 

45. This year the term “partly met” has not been used, but “some progress” takes its place. 
There is no explanation in the Annual Report as to what this assessment means in terms of 
how close the Department actually was to achieving their targets. The Treasury Public 
Expenditure System 2008 Guidance37 specifies “some progress” to be “where 50% or fewer 
indicators had improved” (see Table 4 below). However, unlike in previous years, this 
breakdown is not included anywhere in the Annual Report.  

Table 4: Progress terminology 

‘strong progress’ where more than 50% of 
indicators had improved 

‘some progress’ where 50% or less indicators 
had improved 

‘no progress’ where no indicators had 
improved 

‘not yet assessed’ where 50% or more of the 
indicators are yet to have even 
first time data produced on 
progress.  

Data Source: HM Treasury Public Expenditure System Guidance 2008 

46. In most cases, no indication is given as to how many sub-indicators were met under 
each main performance indicator. For example, in relation to contingent readiness, the 
MoD analyses that “no progress” has been made, and notes the variation in the percentage 
of force elements not showing either a “serious or critical” weakness over the course of the 
year, but no explicit target is provided, or any other readiness sub-indicator outlined. 
Similarly for manning balance, the MoD asserts that “some progress” has been made, and 
notes the change in the manning balance of each of the three Services, but nothing further. 
Therefore, the public cannot tell whether there are further sub-indicators to this particular 

 
35 Q 47 

36 HC (2008–09) 214, p 21 

37 HM Treasury Public Expenditure System Guidance 2008, available at 
http://www.parliament.uk/deposits/depositedpapers/2009/DEP2009-0104.doc  
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performance indicator, or exactly how much progress equates to “some progress”. Indeed, 
if the only sub-indicators for manning balance are the balances of the three Services, it is 
arguable, given the fact that while the RAF position had worsened, the Royal Navy and 
Army had improved, more than 50% of the indicators had improved, and therefore the 
Department had made “strong” rather than “some” progress by the Treasury’s definitions. 
Sir Bill Jeffrey commented: 

The headlines about progress I think have always been a difficult issue for us. There 
is a desire to capture in a single word or so whether we are heading in the right 
direction or not, and that is intended to do no more than that. The more substantial 
information underlies it. We are, I hope, still continuing to give the Committee our 
rolling assessments of the readiness levels and all the other indicators that we have 
become used to.38 

47. While we accept that the MoD is following Treasury guidance regarding the use of 
terms such as “some progress”, we are concerned that these phrases are unhelpful when 
used in isolation, without giving any indication within the Annual Report as to their 
meaning in real terms. We recommend that the MoD ensure that an explanation of 
these assessments are included in next year’s report. Furthermore, the Department 
needs to make the basis for these assessments clear. A full outline of targets and sub-
indicators will not be appropriate in every case—where there is operational sensitivity, 
for example. However, we expect the Department to provide as much information 
regarding the assessment of performance as is practically possible.  

Operations 

48. As a consequence of the continued high tempo of operations in Afghanistan, the 
Armed Forces have been operating for eight consecutive years above the level which they 
are routinely resourced and structured to sustain. Between 1 April and 30 June 2009, 18% 
of the Royal Navy (23% in the previous quarter), 18% of the Army (17% in the previous 
quarter) and 12% of the RAF (13% in the previous quarter) were deployed on operations 
and undertaking Military tasks. 39 In total, some 17% of regular Armed Forces were 
deployed.40 

49. The MoD assesses that it has made “some progress” against the performance indicator 
for DSO 1 (PI 1.1) which requires the Department to achieve “Success on operations: 
assessed against the military strategic objectives for each operation or military task we are 
conducting, including counter terrorism.” While some detail is provided by the 
Department regarding the individual operations and activities the Department has 
undertaken, this is largely descriptive and exact detail of assessed performance is, perhaps 
unsurprisingly, omitted. We expressed concern regarding the availability of information in 
relation to assessing the success of operations in our Report on the MoD Annual Report 

 
38 Q 46 

39 Ministry of Defence, MOD Public Service Agreement: Performance Report Quarter 1 2009–10, available at 
www.mod.uk 

40 Ev 48 from the MoD specifies that 20,052 out of 172,596 fully trained military Personnel were deployed on 
operations and undertaking Military Tasks, as of 31 March 2009. A full break down of numbers of personnel 
deployed the various Military Tasks is also provided. 
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and Accounts 2007–08, but noted that “operational sensitivities will mean that this area of 
performance will necessarily remain less accessible to the public than other areas of the 
MoD’s performance”.41 The PUS commented in relation to Afghanistan: 

[…] if you see this as a military campaign it has some significant successes to its 
credit. I think also, as I discussed with the Committee with my Foreign Office and 
DFID colleagues some months ago, that we can point towards significant 
improvements in the way in which military and civilian efforts are articulated 
together. It is a challenging issue and not one that I think we are yet as good as we 
could be but I think we have made some progress.42 

50. The Secretary of State agreed that progress had been made: 

Most of our Forces are in Helmand Province and if you ask them and go to theatre 
[…] you will get many of the same answers that I do, there has been considerable 
success over the last period of time. We have seen a substantial influx of US forces in 
Helmand Province. We still control the main population centres but that means that 
we have been able to hand-off some of the areas that we had original responsibility 
for to the Americans. For instance, Garmsir in the south is now all their 
responsibility; Nawzad, where we had troops, the Americans now take care of; and 
that has enabled us to perform operations like the one that was performed in the 
winter of last year in Nadi Ali that brought an area of central Helmand within the 
control and reach of the Afghan Government.[…] I think we have also made 
progress on the organisational side, and the degree of the way in which the civilian 
effort in Helmand Province is joined up with the military effort out in theatre is 
impressive indeed and has come a long way.43  

51. It was clear, however, that public perception of the success of operations was a concern, 
and the Secretary of State recognised that there was a tendency for public and media 
opinion on Afghanistan to focus on the most visible aspects of the conflict: 

On the Afghan operation itself, the prism through which this is all seen back in the 
United Kingdom is the deaths in theatre and that tends to wipe out in the public 
mind and does damage to people’s perceptions of the success that we are having in 
Afghanistan. We have lost 98 people this year and so no-one should be surprised if 
people are not particularly concerned about where we are.44 

Our troops can be as good as they are; their morale and their spirit can be as high as I 
see it every time I go out there; but if they do not believe that there is support back 
here at home—not only for them, which I think has improved massively over the last 
couple of years […] but for the operations in which they are engaged – then I think 
that is a very difficult situation.45 

 
41 HC (2008–09) 214, p 22 

42 Q 72 

43 Q 128 

44 ibid. 

45 Q 130 
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52. Given that the recently published Strategy for Defence identifies operations in 
Afghanistan as the Department’s “main effort”, it is important that both we and the 
public are able to make a reasonable assessment of the Department’s performance in 
this area. The war in Afghanistan and the casualties incurred are inevitably emotive 
subjects. We recognise that the Department cannot make public all of its activity, but 
we recommend that the MoD needs to put more work into accurately conveying its 
performance on operations to the public. There are some welcome signs that this is 
beginning to improve. 

Support to High Intensity Operations 

53. In May 2009 the NAO published a report looking at the Department’s arrangements 
for supporting high intensity operations. This report focused on four key areas—
equipment, logistics, pre-deployment training and support to personnel. The key issues the 
NAO identified included: 

• A shortage of spare equipment in theatre and insufficient equipments on which to 
conduct pre-deployment training; 

• Shortages of pre-deployment training equipment at the equivalent standard to those 
used in theatre; 

• Variable performance against supply chain targets; and 

• Differences in the provision of welfare packages at main operating, forward operating 
and patrol bases.46 

54. In light of these findings, the NAO recommended that the MoD should: 

• Maintain a full capability once Urgent Operational Requirement equipment is in 
theatre through: 

i. Conducting analysis which takes into account possible scenarios under which 
new equipment might be used, as operational circumstances change; 

ii. Allocating a sufficient proportion of equipment for pre-deployment training so 
that personnel are up to date and familiar with equipment before arriving in 
theatre; and 

iii. Cataloguing spares in a timely way, wherever possible before equipment is 
fielded. 

• increase the priority given to spares purchases and the training fleet, relative to the 
delivery of vehicles to the operational theatre. For future fleets, it may be appropriate to 
increase the priority given to spares purchases and the training fleet from the outset; 

• provide training equipment that resembles that used in theatre; 

 
46 NAO, 14 May 2009, Support to High Intensity Operations, HC 508 
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• alleviate the pressure on the supply chain by smoothing the trend in demand from 
theatre, where possible, and enabling greater use of lower priority deliveries; 

• further improve and integrate logistics information systems, including consignment 
and asset stock tracking; and 

• roll out more welfare provision to personnel in forward positions in line with its 
existing planning ratios and, where this is impracticable, introduce more flexibility 
about the balance of provision between different items.47 

55. The Public Accounts Committee subsequently published a Report into Support to High 
Intensity Operations, based upon the NAO’s work. It acknowledged the challenges faced 
by the Department in both Afghanistan and Iraq, and noted the improvements which had 
been made in provision of medical support, and praised progress that had been made in 
various areas. However, it also identified areas requiring development, including meeting 
supply chain targets, the availability of spares, and improvements to be made to pre-
deployment training and welfare support. The PAC therefore broadly reaffirmed the 
recommendations of the NAO. The Government response to the report was published as a 
Treasury Minute in December 2009. The Department expressed its agreement with the 
majority of the recommendations and highlights the work that is being done to improve 
the identified areas of concern.48 

56. The MoD must continue to work to implement the recommendations of the NAO 
and PAC as quickly and effectively as possible.  

Manning 

57. The Department assessed that it had made “some progress” against Performance 
Indicator 2.2: “Our ability to attract, recruit and retain the military personnel we need to 
deliver the capability to succeed on current operations and support our future readiness, 
assessed against what we deem to be the appropriate size and structure of the Armed 
Forces”. Recruitment has improved in 2008–09, resulting in the Department moving closer 
to achieving its target of the trained strength of the Armed Forces being within 98 to 101% 
of the manning requirement. As of 1 July 2009, the Royal Navy was manning at 97.3%, 
2.7% below Manning Balance; the Army was manning at 98% and within Manning 
Balance; and the Royal Air Force was at 95.9%, 4.1% below Manning Balance.49  

58. Recruitment to all three Services improved in 2008–09, reflecting the Department’s 
efforts in this area, including increased targeted recruitment campaigns at both national 
and local levels, and the impact of the current economic climate. Overall the number of 
personnel recruited into the untrained strength increased by 1,710 compared to 2007–08. 
The improvement will not be immediately reflected in the overall manning levels as 
personnel do not count against Manning Balance requirements until they have completed 
initial and specialist training and joined the trained strength; gains to trained strength were 

 
47 NAO, 14 May 2009, Support to High Intensity Operations, HC 508 

48 Treasury Minutes on the Fifty-fourth Report from the Committee of Public Accounts, Session 2008-09, Cm 7736 

49 Ministry of Defence, MOD Public Service Agreement: Performance Report Quarter 1 2009–10, available at 
www.mod.uk 
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15,330 in 2008–09, compared with 13,360 in 2007–08.50 The Secretary of State 
acknowledged that there had been some budgeting concerns: 

It has also given us some financial difficulties, the fact that recruitment has risen 
more rapidly that we had assumed. I am not being told there is a problem in the 
training capacity by any of the three forces51 

59. However, the PUS assured us that the training capacity and budget was sufficient to 
take advantage of this inflow of personnel: 

I think the figures that we are working on are manageable by the training system. 
What is noticeable is that all three Services are finding it easier to recruit than they 
were before. To take the Army as an example, we had gains in strength in 2007–08 of 
8,300 and we expect the gains in training strength in the current financial year to be 
9.250 and that is a figure we can certainly manage through the training capability.52 

Harmony Guidelines, Voluntary Outflows and Satisfaction 

60. Due to the high tempo of operations, the Department’s harmony guidelines on the 
maximum amount of time service personnel should spend away from home continue to be 
broken by some service personnel. These guidelines are based on the routine level of 
activity that the Armed Forces are resourced to sustain concurrently; now exceeded in 
every year since 2001. The NAO highlighted to us that: 

• Less than one per cent of Royal Navy personnel breached the guidelines of no more 
than 660 days separated service over a three year rolling period. However, both the 
Department’s Quarter 3 and Quarter 1 performance reports highlight that 
increasing numbers of units and personnel are approaching the limits.  

• Again, difficulties with the JPA have meant that information on Harmony 
Guidelines for the Army for 2008/09 was unavailable. The latest available data for 
shows that 10.3% of personnel were exceeding the guidelines of no more than 413 
days separated service in any 30 month period. This is the same figure reported last 
year. 

• 5.9 per cent of Royal Air Force personnel exceeded the guidelines of 280 days 
separated service over a 24 month rolling period.53 

61. The Department does not have a specific yearly target for levels of voluntary outflow, 
but monitors performance against guideline figures derived from long term trends. 
Available information shows that levels of voluntary outflow have largely improved, but 
outflow levels remain above the stable long term goal in many cases (See Table 5 below).  

 
50 Ministry of Defence, MOD Public Service Agreement: Performance Report Quarter 1 2009–10, available at 

www.mod.uk 

51 Q 142 

52 Q 79 

53 National Audit Office briefing for the House of Commons Defence Committee, October 2009, Performance of the 
Ministry of Defence 2008-09. Available at www.nao.org.uk 



Ministry of Defence Annual Report and Accounts 2008–09    27 

 

Table 5: Voluntary outflow levels 

 

Stable Long 
term 
Voluntary 
Outflow 

2006–07 2007–08 2008–09 Q1 09–10 Q2 09–10 

RN Officers 2.0% 3.1% 4.3% 4.0% 4.1% 4.0% 

RN Other 
Ranks 5.0% 6.3% 6.3% 6.0% 5.7% 5.2% 

Army Officers 4.1% - - - - - 

Army Other 
Ranks 

6.2% - - 5.4% 5.1% 4.6% 

RAF Officers 2.5% 2.9% 3.0% 2.9% 2.6% 2.3% 

RAF Other 
Ranks 

4.0% 4.6% 5.1% 5.5% 5.0% 4.2% 

Data Source: Ministry of Defence 

62. When the Annual Report and Accounts were published, no figures were available for 
voluntary outflow in the Army due to the ongoing problems with the JPA system. Since 
then information regarding Army Other Ranks has become available. However, figures for 
Army Officers remain unavailable. The Department commented: 

Data on reasons for leaving the Army have not been available on JPA since 1 April 
2007. This is due to; data being poorly entered on to JPA; problems processing 
outflow and incomplete Queen’s Regulations on JA, which prevented the correct 
codes being entered. These issues are being dealt with by Army Personnel Centre, 
Service Personnel and Veterans Agency and Defence Analytical Services and Advice 
but further work is required until they are fully resolved.54 

63. The 2008 tri-Service Continuous Attitude Survey, completed during August and 
October 2008 showed that overall 64% of Officers and 49% of Other Ranks said they were 
satisfied with Service life. Respectively, 17% and 28% said they were dissatisfied, 
representing an increase of 5% of Other Ranks satisfied and a decrease of 4% in the 
proportion dissatisfied compared with the previous year.55 The NAO noted that the 
Annual Report 2008–09 does not provide a breakdown of the top sources of satisfaction 
and dissatisfaction, but that the Department had conducted an analysis of the top positive 
and negative retention factors. Top factors rated as influences to stay in the Service for both 
Officers and Other Ranks were pension, the excitement of the job and healthcare 
provision, while influences to leave included the impact of Service life on family and 

 
54 Ev 48 

55 The full survey results are available on the Department’s website: 
http://www.mod.uk/DefenceInternet/FreedomOfInformation/PublicationScheme/SearchPublicationScheme/ResultsFor
ArmedForcesContinuousAttitudeSurveycas.htm  
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personal life, the effect of operational commitments and overstretch, and for Other Ranks, 
the frequency of operational tours and deployments and pay.56 

Pinch point trades 

64. Although overall manning levels are improving, there remain significant shortages of 
personnel in some key skills areas, some of which impact on operational effectiveness, 
creating operational pinch points. At the end of 2008–09, the numbers of pinch-point 
trades had increased on the previous year in both the Royal Navy and the RAF, but had 
improved slightly in the Army (see Table 6 below). However, the updated figures published 
in the MoD’s Quarter 1 External Performance Report in June 2009 showed a reversal of 
this trend. 

Table 6: Numbers of Pinch Point Trades by Service  

 2004–05 2005–06 2006–07 2007–08 2008–09 June 200957

Naval 
Services 

12 12 11 20 27 25 

Army 25 24 27 30 28 33 

RAF 23 23 14 25 27 24 

Data Source: Ministry of Defence 

65. Operational pinch points reported by the Department include Harrier and Merlin 
pilots and crew in the Royal Navy, and a significant number of medical posts in both the 
Army and RAF; crucial trades for the operational capability of the Services. Permanent 
Under Secretary (PUS) Sir Bill Jeffrey described the measures being taken to address this 
problem: 

the principal method […] is to use as selectively as we can financial retention 
incentives. In the last financial year we applied financial retention incentives to 4,678 
personnel across the Armed Forces, targeted on the pinch point trades, and there is 
some quite good evidence that this highly selective way of encouraging people to 
stay, given how expensive it is to train them, does have an impact.58 

He acknowledged that the state of the economy may have played a part in the recent 
improvements in retention. However, he hoped that improved management and treatment 
of personnel had also had an effect: 

In the recent pinch point trades position, to the extent that we are improving 
retention, the financial incentives are obviously helping. What is certainly the case 
now is that all three Services, possibly in part because of the economic situation, are 

 
56 National Audit Office briefing for the House of Commons Defence Committee, October 2009, Performance of the 

Ministry of Defence 2008-09, para 2.15. Available at www.nao.org.uk  

57 Ministry of Defence, MOD Public Service Agreement: Performance Report Quarter 1 2009–10, available at 
www.mod.uk 
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showing improved retention rates, so the overall picture, although we have still got 
some way to go, is a bit better than it was a year, two years ago.59 

The Secretary of State noted the limitations of relying on financial packages for retention 
purposes: 

[…]it is enormously difficult and there are often time lags on some of these 
recruitment issues to compete with the commercial sector when they target highly 
skilled young people. Our ability to do so on the financial package alone is very 
difficult. We try to target specific allowances and inducements for people to come 
and to stay, but it is difficult.60 

66. Addressing the continuing problem of maintaining manning balance, particularly 
with regard to pinch point trades, needs to be a high priority for the Department. This 
is a long-term concern that directly affects the operational capability of the Armed 
Forces. It can only be addressed by ensuring that personnel are not only recruited and 
trained effectively, but that they are retained. To ensure that the improvements seen in 
recruitment are reflected in the long term, the Department needs to ensure that 
budgets are sufficient to meet training needs, and that remaining in the Services is 
attractive to personnel, both financially and in terms of wider Service life, such as 
meeting harmony guidelines.  

Readiness 

67. In our Report on the Annual Report and Accounts 2007–08, we expressed concern 
about the continuing poor performance against readiness targets. The Armed Forces have 
now been operating above the level of concurrent operations for which they are resourced 
and structured routinely to sustain since 2001. Sustaining this level of activity, and focusing 
its resources on operations in Iraq and Afghanistan, means that the MoD’s capacity to be 
ready for the full range of contingent tasks detailed in its planning assumptions has 
suffered. Consequently, the Department assessed that it had made “no progress” against 
Performance Indicator 2.1. The Annual Report comments: 

Throughout the year [the Armed Forces] nevertheless consistently and reliably 
provided substantial forces at immediate readiness for current operations, deployed 
them to and sustained them in theatre, and recovered them to their home bases at 
the end of their tours. It was not possible for them to be ready at the same time for 
the full range of potential contingent operations detailed in planning assumptions 
and, consequently, contingent readiness levels have continued to suffer.61 

68. The Department measures performance against this objective as the proportion of 
Force Elements reporting no serious or critical weakness in achieving funded readiness. 
The recently published MoD first quarter Performance Report 2009–10 states that 42% of 
force elements reported no serious or critical weaknesses against their peacetime readiness 

 
59 Q 83 
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61 Ministry of Defence, Ministry of Defence Annual Report and Accounts 2008-09, 20 July 2009, HC 467, p 12 
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levels over the period 1 April to 30 June 2009. This is an increase from the first quarter of 
2008–09 (39%) but a decrease from the fourth quarter of 2008 (47%). 

69. There is no longer a specific target for readiness. The MoD’s written evidence outlined 
the system for measuring and aggregating readiness in detail and commented: 

Within the SR04 MoD Public Service Agreement (PSA), the overall target for 
Readiness was set at 73% of FEs [Force Elements] to have neither a serious or critical 
weakness. That target was set by reference to previous achievements. Owing to the 
impact of operating above DPAs [Defence Planning Assumptions] this target was 
not renewed through CSR07 [Comprehensive Spending Review 2007] and there is 
currently no overall Defence percentage level target. However this does not mean 
that readiness is not important, rather that the effect of sustained operations have 
rendered the target less meaningful.62 

70. An arbitrary target on readiness which does not reflect the reality of the MoD’s 
operational requirements serves little purpose. The MoD needs to ensure that it 
communicates the real position of readiness effectively.  

Equipment 

71. The Department spent £5.6 billion on its core equipment procurement programme in 
2008–09, with equipment worth £3.1 billion being delivered over the course of 2008–09. 
The NAO commented: 

The Department is struggling to deliver its equipment programme to time and on 
budget, and failed to meet its targets on in-year cost and time variation for its 
Category A-C projects (those worth over £20 million). The forecast costs of the 
projects increased by £1.24 billion, of which £1.07 billion was attributable to the 
Queen Elizabeth Future Aircraft Carriers, and there was a total of 242 months delay 
to In-Service Dates.63 

72. We will be returning to the subject of procuring and supporting military equipment 
and the findings of the recently published Gray Report into the Defence Acquisition 
Change Programme in more detail in our forthcoming Report into Defence Equipment. 
However, one of Gray’s key conclusions was that the PUS, as Accounting Officer and a 
“key enabler to a realistic defence budget” should be held accountable for overall costings 
“in the strongest possible terms, ideally legally”.64 We put this proposal to the PUS. He 
commented: 

I certainly regard myself as accounting officer, as being responsible, among other 
things, for the management of the defence programme and, as you observed earlier, 
that has been quite a testing issue in the last few years. […] Where I myself would 
have some reservation is in relation to changes that put me in a materially different 
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63 National Audit Office briefing for the House of Commons Defence Committee, Performance of the Ministry of 
Defence 2008-09, October 2009, para 2.24. Available at www.nao.org.uk  

64 Bernard Gray, Review of Acquisition for the Secretary of State for Defence, October 2009, p 10 
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position from other accounting officers, and I think that most of what needs to be 
done here can be addressed through the well established accountabilities of the 
accounting officer.65 

73. It may be that greater accountability over budgets among senior officials would 
improve the situation. However, we will be discussing the complex issues of equipment 
procurement in greater detail in our separate Report on Defence Equipment. We 
welcome the publication of the MoD’s Defence Strategy for Acquisition Reform, which 
represents an initial step towards addressing these issues. 

 
65 Q 48 
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Formal minutes 

TUESDAY 9 FEBRUARY 2010 

AFTERNOON SESSION 

Members present: 

Mr James Arbuthnot, in the Chair 

Linda Gilroy  
Mr Dai Havard 

 Mr Brian Jenkins 
Mr Bernard Jenkin  

Draft Report (Ministry of Defence Annual Report and Accounts 2008-09), proposed by the 
Chairman, brought up and read.  

Ordered, That the draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 73 read and agreed to. 

Resolved, That the Report be the Fifth Report of the Committee to the House.  

Ordered, That the Chairman make the Report to the House. 

Ordered, That embargoed copies of the Report be made available, in accordance with the 
provisions of Standing Order No. 134. 

[Adjourned till Tuesday 23 February at 10.00 am 
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Witnesses: Sir Bill JeVrey KCB, Permanent Under Secretary, and Mr Terence Jagger, Director Financial
Management, Ministry of Defence, gave evidence.

Q1 Chairman: Good morning and thank you for
coming to give evidence at the first of our sessions on
the Ministry of Defence Annual Report and
Accounts. Permanent Under Secretary, you are most
welcome. Would you like to introduce yourself and
Mr Jagger?
Sir Bill JeVrey: I hope at the fifth attempt the
Committee does not need me to introduce myself. I
start with an apology which is for our relatively
recently appointed Finance Director Jon
Thompson, who had an operation about a week or
ten days ago. We thought he would be back by now
but he is still recovering. His deputy on the main
financial side at director level, Terence Jagger, joins
me today.

Q2 Chairman: Let us start with the opening
question. Your report and accounts have been
qualified again. Why?
Sir Bill JeVrey: Essentially for three reasons,
Chairman. The first is to do with the Joint Personnel
Administration System which was the source of a
qualification the year before, for slightly diVerent
reasons. When we introduced the JPA, we
concentrated on its main function, which was to
provide the pay and allowances system for the
Armed Forces. I think, looking back on it, we paid
insuYcient attention to ensuring that the
expenditure that the JPA covered was properly
accounted for. The consequence was that in 2007–08
the NAO had to limit the scope of the audit
assurance, essentially for lack of information. For
last year, we had in fact addressed largely the
problems with the JPA but the consequence was that
the NAO had better visibility of the actual payments
of allowances, and they did a sample, a relatively
small sample, that suggested that in material respects
we are either over or under-paying. The vast
majority of these errors were input errors. In the
sample we only found one that suggested that fraud
was a factor, but it does suggest that we have an
insuYcient grip on the accuracy of these payments.
Terence Jagger, as it happens, is the expert on that
area and you may want to ask him to say a bit more
about that. The second issue is to do with stores and
stocks where again on a sampling of 245 stock lines,

the NAO found that 22% of them had some
inaccuracy. We take that very seriously. On the other
hand, in a larger sample of 106,000 items that we did
ourselves last year, if you take the value of the stocks
in question, we discovered a net error of only about
0.5%. What we have done on that is to institute,
under the Chief of Defence Materiel, a major review
of our logistics processes information system and the
way it works and in particular stock management in
the DSDA. I think we will always have some
problems with recording stores and stocks
completely accurately until we introduce fully two
computer systems; one is called the Management of
Joint Deployed Inventory, which has already been
rolled out; and the other is the Future Logistic
Information System, which is now the subject of a
competition. The third area is on visibility of
equipment where the NAO found in particular that
we had less visibility than we ought to have of
Bowman assets, including those that are actually in
the repair loop. There are inherent diYculties in
having complete visibility of Bowman radios, given
the nature of the beast, the extent to which we are
deployed in theatre, but I think we accept completely
that we need to have better visibility of this, and
there is a great deal of work going on to cleanse the
data and to improve the position there. These are the
reasons. As accounting oYcer, I would say that I
take these shortcomings very seriously. I think there
is a lot of eVort going on, led by the Finance Director
and Terence Jagger, but I myself receive regular
reports on progress with that. I very much hope that
although some of these issues are quite intractable,
we can get to the point where we do not face
qualification of this year’s accounts.

Q3 Chairman: Why should we take any of this
seriously? Last year you told us that there was a good
prospect; you were working very closely with the
NAO who had been extremely helpful over this and
were getting to the point where they can give
unqualified accounts at the end of the current
financial year. This year you have told us “we take
this very seriously” but you say you do not have a
suYcient grip on the accuracy of the payments you
make. Why should we believe any of this?
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Sir Bill JeVrey: That is a matter for the Committee,
Chairman. What I can say, as I have said in my
opening statement, is that the issues that led to
qualification in 2007–08 are diVerent from those that
led to qualification in 2008–09.

Q4 Chairman: And they might be diVerent again
next year?
Sir Bill JeVrey: They have been a test and to that
extent, although I readily admit that my optimism
that we could escape the qualification of our
accounts was misplaced, the particular issues that
gave rise to it last year were somewhat diVerent, and
we are addressing them. I do not know whether Mr
Jagger would like to say anything more on that.

Q5 Chairman: Before we get oV this general
approach, would you suggest that the steps you took
last year to avoid qualification actually gave rise to
the qualification of this year?
Sir Bill JeVrey: To an extent I would accept that,
Chairman, because what we were essentially doing
last year was to get the Joint Personnel
Administration computer system to a point where
we could have more confidence in its allocation of
costs to expenditure headings within our budget.
The consequence of that, and one might argue the
consequence of computerising this whole system,
has been to make visible errors in the actual claims
that people have made. There is an element of this
system which involves self-administration. Part of
the work that we are engaged on now is to improve,
through training and otherwise, the accuracy of the
claims that are made on the system.

Q6 Robert Key: On that point, it is not just that
claims may be inaccurate; it is the payments that are
inaccurate and do not match the claims. That is the
commonest complaint I get from my constituents, a
very large number of whom are military. They are
actually putting in claims for things and then getting
completely diVerent numbers back.
Mr Jagger: The NAO’s audits of the JPA process say
that they are now paying accurately what they are
asked to pay. If you like, the chit that goes in saying
“pay £100 to Sergeant Brown” results in a payment
of £100 to Sergeant Brown. The level of accuracy is
extremely high on that. The qualification this year
refers to the question of whether the input was
correct; i.e. when the unit said “pay £100” there was
an error there. That input may be wrong for a
number of reasons: misunderstanding of quite
complicated rules, just ordinary human error,
occasionally just getting things wrong. In the past
year we have moved back in the process. A year ago
the NAO qualified us because we could not provide
evidence that the payments that the JPA was making
were accurate; i.e. they were paying what they had
been told. This year we can do that and by providing
that evidence, we have gone back in the chain and
the qualification this year relates to the input. We are
not really hearing from the NAO what you say, in
eVect.

Q7 Chairman: Is there any risk that the steps you
take this year to put right the qualification will lead
to another diVerent set of problems for next year?
Sir Bill JeVrey: I would not have thought so.
Essentially, as Terence says, having the basis for
assessing, as the NAO did, that a proportion of the
payments that are being made when you examine
them closely are not accurate because they have been
wrongly claimed, we are focusing on the claims
process, on training and on means by which using
data interrogation technology we can identify
unusual looking claims that look out of kilter. If we
can get that right, then, unless Terence wants to
contradict me, I do not see an equivalent problem
looming to the one that we faced last year.

Q8 Mr Jenkins: We had diYculty finding a shortfall
of about £20 million for training the Territorial
Army. Can you imagine our surprise when we are
given a figure by the NAO of £268 million for last
year that we could not nail down or could not
account for and so we did not know how accurate it
was? You keep saying “this year”. The figure signed
oV last year by the accounting oYcer was £268
million. What figure do you estimate you will have
to sign oV this year as being unaccountable?
Sir Bill JeVrey: When I say “this year”, Mr Jenkins,
I mean the NAO report and the qualification of last
year’s accounts. I apologise for using that phrase.
The sum you quote was a grossed up estimate on the
basis of a small sample of what the errors in
payments might be. Our hope and expectation is that
through the measures we are taking this year, we will
significantly reduce the error rate.

Q9 Mr Jenkins: Can you tell me how much that is
hope and how much expectation? Is it 50/50 or 75%
out of 90% out?
Sir Bill JeVrey: The Committee may say that I was
over-confident last year, but I feel reasonably
confident that the steps we are taking are the right
ones. We are never going to eradicate inaccurate
claims of allowances completely. This is a small
proportion of actually a very large sum, given the
size of the Armed Forces.

Q10 Chairman: They must be material to be serious
enough to prompt the qualification of your
accounts. Accountants do not qualify accounts on
trivial matters.
Sir Bill JeVrey: I accept they are material and it was
their materiality that led the NAO to qualify the
accounts. What I am saying is that I think there is a
good prospect that, with the steps we are taking, we
will not eradicate inaccurate claims altogether but
there is a good prospect that we can reduce them to
the point where they are not material and the NAO
do not feel they have to draw attention to them in
this way.

Q11 Mrs Moon: One of the complaints that I have
had is that actually there is almost a disincentive ever
to claim anything, What happens, through the
human error that you referred to, is that if you make
the slightest mistake, the consequences in terms of
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investigations are huge and in fact the system is so
complex. I think Mr Jagger referred to the
complexity of the system. The time it takes to make
submissions and the consequences of mistakes and
the amount of time taken over investigations
actually means that the system is unworkable and
you are bound to get mistakes; you are bound to get
problems in it. Would you say that was a fair
description of it from within the Armed Forces?
That is where I am getting it from and that is where
I am getting the complaints that are made.
Mr Jagger: No, I would not think it was a fair
description. I think the consequences of making an
erroneous claim under the JPA system are exactly the
same as the consequences of making an erroneous
claim under one of the previous legacy systems; i.e.
if there has been an honest error, it will have to be
corrected. If there has been a deliberate error or an
attempt at fraud, then the penalties are whatever the
disciplinary process decides. That has not changed
whether we are talking JPA or pre-JPA. The actual
process of physically claiming through JPA is
analogous to what I do myself in the civilian system;
it is actually very quick and immediate if you have
access to a terminal. I think the complexity comes in
the number of allowances and rules that there are.
We are doing a lot of work at the moment, first of all
following up every single item that the NAO found;
they looked at 488 items out of a total transaction
number of 24 million, so we do want to be sure
whether this is a fair sample or not. We are
introducing more support for the individuals if we
find an area where there is particular diYculty,
whether it is a geographic area or in claiming a
particular allowance. We are increasing where
necessary at the units discretion the number of
claims which are checked routinely. There is
absolutely no intention at all to penalise individuals
for making genuine errors; quite the reverse. An
error is a nuisance for them, they do not get the right
money; it is a nuisance for us to put right. We are
absolutely on their side trying to minimise that.
Sir Bill JeVrey: If I may say so, I think what is a very
fair criticism is that our structure of allowances is
over-complicated, and this is something that Service
personnel, oYcers and the Deputy Chief of Defence
StaV who co-ordinates personnel matters at the
centre of the department are looking at. It is
undoubtedly more complicated than it needs to be
and I am sure that aVects the perception of those
who are claiming under it.

Q12 Mr Hancock: What eVorts do you make to
recover the money that has been paid by mistake and
over what period of time do you judge it to be
inappropriate for you actually to request it back
because it has taken you so long to ascertain that the
mistake is there?
Mr Jagger: The principle is that if an error has been
made, we will try and correct it, whether we have
over-paid or whether we have under-paid. With
people who are still in service, the principle would be
that we would always try to recover, unless it was a
very long time ago, and I mean many years ago.
Clearly, with JPA, that is unlikely to be relevant; we

are talking about things that happened in the last few
months or a year perhaps. We would take account of
an individual’s circumstances. If for example they
have been overpaid an allowance for a considerable
period, we would not necessarily claim it all back
from one month’s pay; we would come to an
agreement with them. If people have left the Service,
it does become more diYcult because sometimes we
lose touch with them; they move and they do not tell
us their new address or whatever. In principle, it is
public money; we will try to recover it. We will make
all reasonable eVorts, depending on the size of the
sum and the diYculty involved. If we cannot, then
we will have to submit a case for writing that oV that
will obviously come to the accounting oYcer
ultimately.

Q13 Mr Hancock: What is the sort of percentage
that you have to write oV because you are unable to
recover? Say the figure is £280 million that you
cannot really account for to the satisfaction of your
auditors, what percentage of that this time next year
will you have to say you imagine that you will not be
able to recover?
Mr Jagger: That is an extraordinarily diYcult
question. Can I just clarify what that £268 million is?
First of all, it is the NAO’s estimate of gross error, of
under and over payments which are added together,
not netted oV. Also, those errors arise from any
transaction for which we cannot give what they
consider satisfactory evidence. So some of those will
be clearly wrong; they will be absolute errors and
there will be a wrong sum. Some of them are right
but we were unable to provide evidence. For
example, if someone was getting an allowance which
depends on them having a qualification or having
been ordained or whatever, the NAO will ask: “Can
you prove that this oYcer is indeed a chaplain?”
That is not how in the past we have run the system,
so we had some diYculty proving it. It may well be
that the £268 million is an over-estimate of the
amount. Of the amount of actual error when we find
that out, and we are working very hard indeed at
finding that out at the moment, I would hope that we
would be writing oV—this is no more than an
intelligent guess—considerably less than half of it.

Q14 Chairman: You say that when you recover
money you do in certain circumstances come to an
agreement with the Serviceman or woman
concerned. Is that an agreement imposed from a
great height?
Mr Jagger: No, it is definitely not. If it is absolutely
clear that a soldier on very basic pay for some reason
is owed a considerable sum of money, I think it is
clearly unreasonable to expect him to pay it all back
in one go. His unit oYcers would take a view with
him as to what he could sensibly be expected to pay
back, given his personal circumstances, which only
they will know: his pay and other commitments he
has. No, it will not be imposed. Clearly we have an
interest in it being reasonable and so we will not want
it to be extended over a very long time. We have an
interest in recovering public money as well as
keeping him motivated and able to function.
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Q15 Chairman: Of the outstanding
recommendations on the JPA, which do you think
will be the most diYcult recommendations made by
the NAO to meet?
Mr Jagger: There are perhaps two: one is making the
actual physical access to the system readily available
for everybody, for example on deployed duty or in
small units, who is mobile. It is relatively easy to
provide access to them if they are at a major
barracks. That has been quite a challenge.

Q16 Chairman: But Sangin is a bit more tricky?
Mr Jagger: It is. The other issue is what we referred
to a moment ago: the need, over time, to simplify the
system. By “the system” I do not mean the IT system
but the network of allowances and obligations that
any particular serviceman or woman can have, so
that the whole thing becomes much easier to
understand and easier to operate obviously without
penalising people.

Q17 Mr Crausby: The National Audit OYce was
critical about the department’s inability to provide
adequate evidence to support fixed assets and stock
balances. For example, they said that by the year end
it was only possible to confirm the existence of
approximately 89% of Bowman assets. How can we
possibly lose 11% of nearly 36,000 radio sets?
Sir Bill JeVrey: I do not think, Mr Crausby, the
position is that we have lost them. For one thing,
there is a significant proportion of these that had
been sent back from theatre to be repaired and were
in the repair loop. The problem is more about having
accurate records of location.

Q18 Chairman: What is your definition of lost?
Sir Bill JeVrey: Lost in the sense that we do not
have them.

Q19 Mr Crausby: If we do not know where they are,
how do we not know that they are not for sale on
Kabul markets, for instance?
Sir Bill JeVrey: The business of tackling these assets,
given their number, where they are on vehicles, is
inherently diYcult with the degree of deployment we
have at the moment. We are working both to cleanse
the existing inventory systems so that we can be
more confident about numbers, and to track down
those of which the NAO sample suggested we did
not have a full record. Terence Jagger may want to
enlarge on that.
Mr Jagger: First, we have seen absolutely no
evidence that these are for sale on the Kabul
marketplace or indeed anywhere else. Secondly, the
percentage the NAO quotes, which I might point out
is a huge increase on the situation they found the
previous year, is, if you like, a snapshot in time; so on
31 March, they took a sample and asked if we could
provide evidence for those. In fact, our visibility goes
slightly up and down as radios go in an out of theatre
and in and out of the repair loop. Over the last few
months of the financial year for example we have
sometimes had visibility of a greater number than
that, but then, because there was not a single
database on which they were all recorded, which was

what the NAO was looking for with evidence, the
NAO could not accept that number. We know
perfectly well that there are Bowmans for example
that are being taken out of vehicle in theatre, that are
stored in theatre or which are at Donington waiting
to be put back into vehicles that are being repaired
at DSG. What we lack is not Bowmans—I feel
reasonably confident we have all the Bowmans we
should have—is the ability systematically to explain
to the NAO and to prove exactly where every single
one is at any point in time.

Q20 Mr Crausby: The NAO made some
recommendations at the time. Have you followed
those recommendations? I accept that this was a
snapshot in March, but it is now November. Do we
know where that 11% of the Bowman assets are? I
am not just concerned about the £155 million
available; I am concerned about the security
question.
Mr Jagger: May I re-emphasise that we had
absolutely no evidence from any quarter that radios
are not in the MoD. We do not have any evidence
from outside the MoD that they have gone missing
or that they are being abused in any way. This figure
that was quoted in the annual report was the result
of a lot of work following the year end and was
probably agreed with the NAO in May or June.
Since then, we have continued to work on the
recommendations; we are working very closely with
General Dynamics, the original equipment supplier,
to provide an absolutely certain base point of what
we have where’ that when something comes into
view, so to speak, it comes out of the repair loop or
back from theatre’ to make sure it is added to that
database and that we keep all the evidence. These are
high value but relatively mobile assets, so what often
happens is that a soldier in theatre will physically
take one out of a vehicle to put into another vehicle,
which might be extremely sensible from an
operational point of view at the time—the first
vehicle is damaged in some way and cannot be used.
What we have to do is find a way, without putting a
bureaucratic burden on a solider who has other
things on his mind at the time, to make sure that we
know firstly if it comes back for repair that each
Bowman has been taken out and put somewhere
else. That is the tricky thing and that is what we are
struggling with.
Sir Bill JeVrey: Just to add, the NAO made a
number of recommendations in this area. In the
material the Committee requested before this
session, we provided quite a full list of responses to
these recommendations, and we are acting on all of
those.1

Q21 Mr Jenkins: I am not going to apologise for
labouring this point because I want to really thump
it on. If one of these radios, these communication
devices through which our soldiers talk to each
other, is in the hands of the enemy, it puts the enemy
at a significant advantage. Whilst you might say you
are fairly confident, let us make sure you are 100%

1 See Ev 33
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confident. It will not be on sale on a market stall
because they are not going to buy them from there;
they are going to acquire them and they will be used
by the individuals fighting against us. That is why we
think it is serious that being out of visibility in the
repair shop is not a good enough excuse for not
being able to trace this equipment. That is why the
Chairman asked what have you done since this
initial report to ensure that we are given 100%
confidence. If we are not, if any piece of this
equipment goes missing, I expect someone to walk.
It is as important as that. Do you understand the
gravity we all put on this issue?
Sir Bill JeVrey: I understand completely the
Committee’s concern about the security aspect. I
think the inbuilt security features of the Bowman
system are such that we can be reasonably confident
of that, but I take the point that that is a more than
legitimate concern. What we are doing is to recover
the position as quickly as we can, given that in the
deployed situation this is inherently diYcult, for all
the reasons that Terence Jagger was giving, because
we have very large numbers of pieces of kit that are
being used in the heat of the operational situation.

Q22 Mr Hancock: On the Bowman point, it is as if
it is jinxed in some way, is it not? The MoD and
Bowman are sort of jinking each other. From its
inception right through to now it continues to be a
problem for the MoD in one way or another. I would
like to draw your attention to the statement that the
Secretary of State made in a letter to the Committee
Chairman on 27 October when he revealed the fact
that he wanted to highlight that a document had
been circulated through the MoD outlining a new
strategy for defence. Where were you in all of that
then, Sir Bill? Were you the driver of this? Did you
think something needed to be done?
Sir Bill JeVrey: This is something that we have been
working on for some time. It reflects the fact that I
believe and the Chief of Defence StaV believes that
the MoD is generally strong at strategic thinking and
we felt for some time that it would be of benefit to the
department to have a single document that brought
together in a clear way the strategic direction of the
department.

Q23 Mr Hancock: I may have slightly misheard. Did
you say “were not very good at strategic thinking”?
Sir Bill JeVrey: My own view is that one of the things
that the department is relatively strong at is thinking
strategically. I say that as somebody who has worked
in several Whitehall departments. I think there is a
cast of mind in the Ministry of Defence that does
tend to think in strategic terms, but I do think, and
the Capability Review made this point, that there is
less of an integrated, visible statement of our
strategic direction internally than there might be.
What we did in late October and what the Secretary
of State was drawing to the Committee’s attention
was essentially to give a brief to staV that the
Secretary of State was very happy with, which did a
number of things. It established Afghanistan as our
main eVort, and we have said for some time it is our
highest priority, but we think it is important to

communicate to staV that although it is not the only
eVort in the department, it is the department’s main
eVort. It set some, we think, realistic parameters for
what we should plan to be able to do in future in
addition to Afghanistan. What it does not do is in
any way pre-empt the Defence Review.

Q24 Mr Hancock: Why not?
Sir Bill JeVrey: Because inevitably, once the Defence
Review takes place, this statement of direction for
our people internally will need to be revised. What it
is attempting to do is to give some direction to the
department over the coming period and the outcome
of the Defence Review could well be a year away
from now, depending on how quickly an incoming
government manages to do it. This is a shorter term
thing; it is not for a moment intended to pre-empt
the work of a Defence Review. It is intended to
give the department in essence some interim
guidance in the meantime, which in particular
highlights the overwhelming importance of the
eVort in Afghanistan.

Q25 Mr Hancock: Did you see the letter before it
was sent?
Sir Bill JeVrey: Yes, I did.

Q26 Mr Hancock: Were you not then as surprised as
I was about that statement where the Secretary of
State said there was a need to provide a better match
between the available resources in the defence
programme? If that is in fact his view, and you
obviously shared it if you signed that oV, when was
the fact that there was such a need accepted in the
department that there was not this tie up between the
two? It is a bit late in the day, is it not, after two major
conflicts, in Iraq and Afghanistan, and following on
from the experiences in the Falklands? You would
just imagine that might have sunk in a bit earlier,
would you not?
Sir Bill JeVrey: It is a dynamic situation. I think it
has been the case for some time that year by year one
of the things we have had to do as a department is to
manage pressure in the defence budget, which arises
from a whole variety of sources: from issues like
defence inflation which this Committee has taken an
interest in and the non-realisation of receipts. There
are all sorts of reasons why our budget has been
under pressure in recent years, of which the
Committee is well aware. All that we were saying is
that a very significant task for the future is to work
to bring the programme into balance.

Q27 Mr Hancock: Is not the Defence Review about
matching resources to what the need is? Were you
not rather surprised? I find that an absolutely
staggering statement—available resources against a
defence programme—as if nobody ever thought: can
we really do this and how are we going to do it?
Nobody really sussed out the fact that at some stage
you have to get your head round the idea that you
could not do some things.
Sir Bill JeVrey: I do not think it was saying that. I
think it was acknowledging an issue that many of us
have acknowledged for some time. In previous
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sessions with this Committee I have said quite
plainly that we do have year by year, for a variety of
reasons, resource pressures to which we have to
adapt. The equipment examination which this
Committee quizzed me on a year or so ago was an
eVort to look at future costs and to ensure, if we
could, that our programme was aVordable. So I do
not read as much into it as you do, Mr Hancock.

Q28 Mr Hancock: What were the key aims in the
MoD that your senior staV were not aware of?
Sir Bill JeVrey: I do not know that there was any lack
of awareness. I think, certainly when the Capability
Review took place, there was a view that although
there were plenty of statements of policy and
statements of a strategic character within the
department, there would be benefit for all our people
if we brought together a single statement of this
kind, which is what we have been trying to do.

Q29 Mr Hancock: What does the strategy change
then? What are you looking for?
Sir Bill JeVrey: What it does, and it is a matter of
judgment how much that changes, is to use in
particular the phrase “main eVort” about
Afghanistan. That does not mean that we stop doing
other things. We have important standing tasks that
we have to perform. Partly in response to comments
from outside the department about the priority that
we give to Afghanistan, we wanted to emphasise
very plainly to staV that Afghanistan is the
department’s main eVort. Secondly, the document
lays down parameters for what we should be
planning to be able to do in addition to Afghanistan.
It identifies the capacity to do a small-scale focused
intervention as being the most significant. It also, as
you have said, Mr Hancock, emphasises the
importance of improved resource management
within the department. The fourth thing it does
really is to prepare the ground for a Strategic
Defence Review. I very much agree with the
implication of your question that some aspects of the
defence programme and its future manageability can
only be addressed in the kind of strategic review that
both major parties are now committed to do after
the general election.

Q30 Mr Hancock: That really begs the question how
seriously people within the MoD would take the idea
that you set up in October this year a five-year
forward strategy but less than a year away we will
have a major Defence Review. Are you really
seriously saying that people will take this strategy
seriously while they await the outcome of the
Defence Review? That seems to me a slight misuse of
resources. You are tying people up to come up with
a five-year strategy at the same time as another team
will be looking at the implications of a complete
overhaul for a Strategic Defence Review?
Sir Bill JeVrey: This is not a five-year strategy; it is a
significant piece of internal direction over the
coming period until a Defence Review is completed.
It is not intended to revise defence strategy. The
SDR, when it comes, is the main means by which
that will be done.

Q31 Mr Jenkin: Sir Bill, I commend your evidence
to this Committee. I think you have been very frank
with us on occasion about the shortage of resources.
I very much welcome this document. Would it be
correct to say it is just simply a recognition of reality;
it is a recognition of where your department is and
where it has been in fact for some time?
Sir Bill JeVrey: The document has a number of
purposes. It is partly the fact that we believe, and I
think the Defence Secretary shares that view, that we
should use the time between now and the Defence
Review usefully and that it would benefit the
department to have the kind of top-down direction
that this document represents over that period. The
other benefit of it I would argue is that it provides a
blueprint for how we communicate with the
department once the Defence Review has been
completed.

Q32 Mr Jenkin: It does also reflect that there is
something of a crisis between commitments and
resources within the department?
Sir Bill JeVrey: I would not myself use the word
“crisis” but I would acknowledge, as I said earlier
and have said in the past, that over the last few years
we have consistently had to reassess the programme
in our annual planning rounds and look hard at
ways of reducing costs in order to keep it within
aVordability.

Q33 Mr Jenkin: When we read that Afghanistan is
now the main eVort and that basically other
capabilities are being compromised, is it not also true
therefore that really the costs of funding Afghan
operations are not being fully funded from the
reserve; you are having to hollow out other
capabilities in order to support operations in
Afghanistan. That is correct, is it not?
Sir Bill JeVrey: The additional costs of the
Afghanistan deployment are met by the Treasury
from the Reserve Fund. That has always been the
case and continues to be so. What is undoubtedly the
case is that if you are as heavily deployed as we are
and have been, and our position is somewhat easier
since we drew down in Iraq, that limits what else you
can do. For that reason, I think that there is a clear
realism in this document around the fact that the
really important thing for us to be able to do,
assuming the Afghan commitment continues, is to
mount certain kinds of small-scale operations, such
as repatriation of citizens, such as a counter-terrorist
operation, and that it will take us some time. I know
the Committee has been conducting a major inquiry
into the issue of the restoration of capability. I am
very sorry the Secretary of State will not be able to
join you this afternoon. What we are essentially
saying is: do Afghanistan to the best of our ability
and make it the main eVort; concentrate on keeping
the capability to do small-scale focused intervention;
and do what we can as rapidly as we can to
reconstitute for the major and larger-scale in the
future. I would not describe that as hollowing out. It
is simply in a sense an inevitable consequence of
using the military machine as intensively as we have
done in recent years.
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Q34 Mr Jenkin: If I may just quote: The high level
of operational activity places considerable strain on
both the Armed Forces and the wider department.
We will need to be better at spending the money we
have and more rigorous in prioritising what we
spend it on. This is because Afghanistan is absorbing
an increasing share of the resource. You go on to say
about contingent operations, for which you say you
want to be ready: Over the near term therefore we
will limit our ambition for contingent operations.
The fact is that more and more of our defence
capacity is being absorbed through this one
operation, which is not being fully funded through
the reserve?
Sir Bill JeVrey: I think the operation itself is being
fully funded.

Q35 Mr Jenkin: What do you call the addition costs
of the operation?
Sir Bill JeVrey: The consequence of being as heavily
deployed in pursuing the operation in a sense self-
evidently limits what more we can do for as long as
we are doing it. I think that is all that this text is
intended to say,

Q36 Mr Jenkin: But this also does confirm, does it
not, that really the Defence Review is coming too
late and that this document is necessary because we
have not had a Defence Review?
Sir Bill JeVrey: Without commenting directly on
that, I certainly from my standpoint warmly
welcome the fact that all three parties are committed
to undertake a Defence Review. Although the
landscape has, I would argue, not changed as
dramatically as it did in the 12 years before the
present Government’s review in 1997–98, it has
changed, and there are substantial issues that we
ought to address. What the present Government is
doing, which is highly relevant to this, is
encouraging us to do what I would have wanted to
do anyway, which is the preliminary thinking, the
intellectual ground clearing, precedent to a post-
election Defence Review. The Secretary of State’s
plan to publish a Green Paper early next year is very
consistent with that.

Q37 Chairman: Sir Bill, it sounds as though you
would accept that the high extent of the operational
commitment and deployment severely limits our
capacity to cope with the unexpected?
Sir Bill JeVrey: I would accept that it limits our
ability self-evidently to undertake a large-scale
operation while we are as committed as we are in
Afghanistan. I think it would be hard, as we
discovered trying to run Afghanistan and Iraq
concurrently, to undertake a substantial medium-
scale operation alongside it. What I would resist is
the suggestion that it inhibits our ability to perform
important standing tasks that we have and to
respond as necessary on a smaller scale if
circumstances demand it.

Q38 Chairman: You have answered a diVerent
question. What I was asking was: do we now have a
severely limiting capacity to cope with the
unexpected?
Sir Bill JeVrey: I think it depends on what you define
as the unexpected and on what sort of scale. I know
that the unexpected is the unexpected but it depends
on the scale of the unexpected challenge.

Q39 Chairman: So long as we only get something
little unexpected, that would be all right?
Sir Bill JeVrey: It is a way of caricaturing the point
I am making. At one level I would argue that—

Q40 Chairman: It is a way of precisely defining and
honing down the points you are making; I would not
describe it as a caricature.
Sir Bill JeVrey: At one level all I am saying is that
self-evidently, and it is why this current deployment
is so important and so consuming for us as a
department, if we are as heavily involved in
Afghanistan—and it is not just the specific
deployment of troops; it is the rotation and the
support that it commands—then inevitably that
limits what more we can do for as long as we
remain so.

Q41 Mr Havard: Recognising all of that, you have
come out with what is essentially an interim strategy
position before the longer term broader strategy is
established. Can I dig into that for a minute because
within it you talk about improving strategic
management and continuous improvement. We did
ask you a series of questions before you came and
you have given us written answers. Can I just pick
out a couple of those? One of the things that has been
there for some time, in terms of actual practicalities
of doing it, is resource accounting. We asked you a
question about resource accounting and so did the
NAO. The question we asked is: What action plans
and timescales for implementation have been
formulated in terms of the recommendations that
are already made? Your answer was: We have major
improvement programmes under way to resolve the
problem. What are they and when are they going to
be achieved? I would have thought that if there is
going to be a continuous improvement programme
and a strategic management system which has a
relevant performance management system within it,
then those are exactly the sorts of questions we ought
to be able to get answers to now because this is about
the now, not about the future. We asked you a
question about the nuclear deterrent and the concept
phase, which was apparently due to finish in
September. The answer now is: The concept phase
will be looked at later this year. It is 10 November;
there is not much left of this year. Is that the financial
year? Is that a calendar year? If it is going to have a
performance management system within it, clearly it
needs to have delineated metrics and timescales and
so on. We see no visibility of this. Is this what this
interim strategy is supposed to provide me with
because it is absent to me at the moment.
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Sir Bill JeVrey: If I may, there are two points there.

Q42 Mr Havard: There are more than two points. I
appreciate that.
Sir Bill JeVrey: One is about the deterrent where the
2006 White Paper set us first the task of assessing the
requirement and doing preliminary work of a pretty
important kind. That work is taking longer than we
originally expected it to and we expect to be bringing
it both to the Defence Board and to Ministers later
this year. I unhesitatingly accept that there has been
some delay in that.

Q43 Mr Havard: Is that a calendar year or a
financial year?
Sir Bill JeVrey: It is a calendar year.

Q44 Mr Havard: That is a calendar year, and so that
is before 31 December?
Sir Bill JeVrey: It will be relatively soon. Exactly
what decisions it will lead to is as yet not completely
clear, but the issue will be coming forward for senior
management.

Q45 Mr Havard: I am not trying to be diYcult. Does
that mean there will be some reporting before the
recess of Parliament?
Sir Bill JeVrey: I would expect so, but exactly how
much we will be able to say it is hard to predict at this
stage. The second issue is the resource accounts.
Looking at it, I think we took the question as being
principally about our readiness to accept the NAO’s
findings. The answer is that we have accepted them
and are acting on them, but I can see that we have
given less information in response to that question
about what the action plans actually are than we
might have done. Unless Terence Jagger wants to go
into more detail now, maybe the sensible thing is for
me to oVer the Committee a fuller note on that?2

Mr Havard: I think that would be useful. I just use
that to illustrate the point. If you are going to have
a relevant performance management system within
your strategic management concept, which is an
interim strategy, can we please know what that is
going to be and how that is going to be done? For
God’s sake do not tell me you are going to have a
load of consultants in to devise one, will you? That
is not an answer I am looking for. We need to know
how it is going to work. If there are, and clearly there
are, these immediate diYculties in juggling all of this
stuV, and we accept that, what we want to know is
how can that be structured in the interim position in
a way that helps to deal with the situation and move
it forward. I accept it is not going to be the longer
term strategy we are dealing with. We are dealing
with the here and now but we need to understand
what you are doing about the here and now.
Chairman: Could you please give us the further
information that you suggested in what you have
just said, rather than Mr Jagger going into that now.
I think it would be helpful to have the sort of

2 See Ev 45

information for which Dai Havard has just been
asking. That brings us quite neatly on to the public
service agreements.

Q46 Mr Jenkin: I am bound to say that we find your
revised targets and their assessment rather less
informative than we used to. One thinks that the
more tangible indicators you were using before were
in fact more informative. If I could give you an
example, we now have as indicators: no progress,
some progress, no progress, not assessed. What do
these things actually mean in concrete terms?
Sir Bill JeVrey: I am disappointed that you feel that
because it is certainly the case that the targets have
been changed since we moved from having defence
only public service agreements to having
departmental objectives. I think, if you look at the
main areas of readiness, manning harmony and the
equipment programme, much the same data is made
available; that includes in the quarterly reports that
we publish and send to the Committee. The
headlines about progress I think have always been a
diYcult issue for us. There is a desire to capture in a
single word or so whether we are heading in the right
direction or not, and that is intended to do no more
than that. The more substantial information
underlies it. We are, I hope, still continuing to give
the Committee our rolling assessments of the
readiness levels and all the other indicators that we
have become used to.

Q47 Mr Jenkin: Does “some progress” mean that
you have 10% increasing to 20% achievement or 80%
to 90% achievement? We used to get numbers; now
we do not get numbers. Presumably your
department still produces the numbers; you are now
just not publishing them?
Sir Bill JeVrey: I do not think it is the case that the
numbers we are producing of that kind we are not
publishing. My recollection, and I am open to
correction, is that in the little headline under each of
the main PSA targets we always talked about
whether progress was being made rather than
attempting to put a particular figure on it. What I do
know is that, in relation to the departmental
strategic objectives, the sort of language that we use
to capture progress or lack of it is laid down across
Government by the Treasury. All we are really doing
is following some of the phrases that they suggest we
use and conditions like that.

Q48 Mr Jenkin: I accept there might be some
political direction in the presentation of this kind of
information but are you satisfied that your overall
performance is actually improving or is the not quite
a crisis in your resources arresting progress overall?
Sir Bill JeVrey: I think it depends where one looks.
Notwithstanding some of the public comment, I
think we have a good deal to be proud of in the way
the department is supporting our main eVort in
Afghanistan. If you look at the figures that do
happen to flow from the departmental strategic
objective, the readiness figure, for all its limitations,
although it is not evident in the quarterly return that
we sent to the Committee a month or so ago, is now
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turning upwards. The next one you see I believe will
show that since drawdown in Iraq our readiness
measure against the various Force elements that we
do measure is improving. The economic conditions
that we are now in have meant that we are much
closer to manning balance than we were some time
ago. It depends on what one is measuring but there
are definitely signs of progress.
Mr Jenkin: Chairman, do you want me to deal with
readiness now or shall I leave that till later?
Chairman: Yes, I think so because it is an important
part of DSO 2.

Q49 Mr Jenkin: You are quite blunt in your report
and accounts that contingent readiness levels have
continued to suVer, but it is the absence of figures
here that makes it rather diYcult for us to
understand. In your 2007–08 accounts you stated
the figure to be 73%. The question I would like to ask
now is: what is the figure now?
Sir Bill JeVrey: If one looks at the key readiness
measure, which is the percentage of Force elements
showing no critical or serious weaknesses, in the last
quarter of 2007–08 it was 49%; in the last quarter of
2008–09 it was 47%; in the first quarter of 2009–10 it
was 42%.

Q50 Mr Jenkin: What is the target?
Sir Bill JeVrey: The target is 73, if I recall.

Q51 Mr Jenkin: It is 73%. Why does your annual
report not contain that figure?
Sir Bill JeVrey: The target?

Q52 Mr Jenkin: Your annual report no longer gives
any information on the target for readiness?
Sir Bill JeVrey: The 73% figure I quote is the target
that we had under the PSA. I am not sure that we are
now setting a target; it partly reflects, frankly, the
discussion I have had with this Committee in the
past that it is not that surprising that readiness levels
should decline when we are as heavily deployed as
we are. Therefore, having a target which is very likely
not to be met—and I remember from this session last
year the Committee making the point that we tended
to be over-optimistic about that target—does not
actually help.

Q53 Mr Jenkin: It is an indicator of how current
operations are degrading readiness, which I think is
quite a good indicator to have. Every divergence
from a target can have an explanation. It might be
a plausible explanation; it might not be a plausible
explanation.
Sir Bill JeVrey: What I was going to say, though, was
that if the figure was as low as 42%, as it was in the
first quarter of this year, first of all, that reflected
some particular Force elements that have quite an
impact on the headline figure, particularly in the
maritime field. Secondly, although we are not yet in
a position to publish it and bring it to the
Committee, the early signs from the second quarter
of the current year is that the readiness level goes
back up towards 50%.

Q54 Mr Jenkin: But it does sound as though you are
reconciled not to meeting the target or getting near
the target while operations in Afghanistan continue?
Sir Bill JeVrey: I think it remains to be seen, Mr
Jenkin, how much beneficial impact the drawdown
in Iraq had. We are already seeing some signs of it
because the figures are now back on an upward
trend. Whether and how quickly they can move
towards figures in excess of 70% it is very hard to tell.

Q55 Mr Jenkin: What eVect does a further
deployment to Afghanistan have if we increase our
deployment?
Sir Bill JeVrey: The eVect of the decisions Ministers
have taken in the last month or so has been to
increase the deployed level essentially from 8,300 to
9,500, subject to the criteria that the Prime Minister
laid down. That has a cost implication which we are
discussing with the Treasury. How much of an
impact it will have on the readiness levels I find quite
hard to assess. I am conscious, frankly, of the debate
we had last year about over-optimism. I think we
need to be pretty coldly realistic about the fact that
if we deploy on this scale, then, as I was saying
earlier, it inevitably has some impact on our
readiness to do more.

Q56 Mr Jenkin: I do not think a target is necessarily
something to beat you with, but it is an important
indicator.
Sir Bill JeVrey: I agree.

Q57 Mr Jenkin: Can I ask one final question?
Presumably somebody has an idea of how long we
can carry on sustaining the losses that we are
suVering in Afghanistan at the present rate, and
presumably at an increased rate if we increase our
deployment. How long is it, with the number of
people coming back unfit for service as well as the
actual casualties we suVer, before the Army is losing
capability in key areas, such as infantry?
Sir Bill JeVrey: It is very diYcult for me to answer
that question. There is undoubtedly an extent to
which the impact of casualties, which at a human
level aVects the whole department, is a factor we
have to keep in our minds.

Q58 Mr Jenkin: Presumably it is quite a simple
calculation to make and presumably someone—
Adjutant General or Land Command—has some
idea about how long we can continue at this rate?
Sir Bill JeVrey: I do not think it is addressed in quite
that way. One might argue in fact that the issue is
about the continuation of a satisfactory level of
public support. That clearly, as some of the recent
figures suggest, has been impacted by recent events.
If you asked senior levels in the Army, I think they
would say that they are ready to continue and very
much up for it.

Q59 Mr Jenkin: But we need to recruit at a much
higher rate?
Sir Bill JeVrey: We are recruiting. A by-product of
the current economic conditions is that Army
recruitment has been buoyant this year.
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Q60 Mr Jenkin: But your report and accounts also
show there has been a 25% reduction in training
exercises. We are either losing capability for things
that we are not actually doing on operations or we
are actually training our Armed Forces less, even
while we are deploying them on operations for these
operations?
Sir Bill JeVrey: I think there is certainly an extent to
which my military colleagues would say that those
Forces whom we deploy are gaining experience but
it would be desirable to create more time in which
they can train for other kinds of eventualities.

Q61 Mr Havard: Can I just make clear that I do not
want you to publish an attrition target next year or
at any point that might reveal information to
someone else about whether they are succeeding or
not and whether I am failing. I would rather you did
not put it in your report and accounts. That is my
position.
Sir Bill JeVrey: I am not sure if that is what Mr
Jenkin was suggesting.
Mr Havard: That is what it sounded like to me. I
make it very clear: the question about recruitment
readiness and preparedness, all the stuV about
whether we have suYcient Forces and their
numbers, is all very relevant information for us but
I think we need to be very careful about how we
express that.
Chairman: I think that is a comment rather than a
question.
Mr Havard: It is.
Mr Jenkin: I take it as a ticking oV, Chairman!

Q62 Chairman: I have a question. One of your
departmental strategic objectives is to be ready to
respond to the tasks that might arise. In your
comment on that you say that there is no progress,
so you are not ready for the tasks that might arise.
Another of them is to give value for money in
progress and you say you are broadly on track.
Would I be right in think that Bernard Gray might
disagree with you?
Sir Bill JeVrey: Let me take these in turn. The
statement of no progress against the readiness for
future requirements simply reflects the readiness
measure that we use. It would be bizarre if we oVered
a more optimistic headline account against the
readiness figures—

Q63 Chairman: The entire purpose of your
department is surely to be ready to respond to the
tasks that might arise?
Sir Bill JeVrey: To the degree that I described earlier,
I believe we are, but I think, given the form of these
objectives and the reporting methods that we use,
what we are really saying is: no progress in increasing
readiness levels.

Q64 Chairman: Are the measures wrong?
Sir Bill JeVrey: For the reason I gave earlier, I
suspect that we will be showing progress next time.

Q65 Chairman: Would you suggest then that the
measures themselves are wrong?

Sir Bill JeVrey: The measures, as I think we have
explained to the Committee in the past, are not
beyond criticism but what they do is to bring
together assessments within the Services, closer to
the front line, of the state of readiness of a wide range
of Force elements, including some that are not
greatly aVected by operations in Afghanistan but
including some that are. It is a measure that is helpful
as far as it is helpful, but it is not the whole story. As
I say, though, I certainly think that if, as we hope, the
drawdown in Iraq brings some general easement of
our situation, then that may be feed through into
these particular measures. There are some signs that
it is beginning to do so.

Q66 Linda Gilroy: May I just press you a bit more on
the direction of questioning that the Chairman was
taking just now? Is there not some lesson to be
learnt, however, about using readiness as a measure
during a period when we are actually deployed to
meet above the defence planning assumptions? Can
you just remind the Committee—I am looking for
the definition in my mind—of what readiness is? I
thought it was something to do with measuring for
the defence planning what is envisaged in the defence
planning assumptions against the state that you
would have in peace time rather than in the period
when you are not just deploying to the defence
planning assumptions but well beyond them for a
sustained period.
Sir Bill JeVrey: In a sense, that is precisely my point.
It is a sensible measure for us to keep under review,
even in these conditions. It is not that surprising that
it is well short of what we had previously set as a
target. I think we concluded that, among other
things, if we did not carry on publishing it, this
Committee would want to ask us why not, so we
carry on publishing it.
Chairman: There is some purpose in our existence?

Q67 Linda Gilroy: In terms of definition as well, I
think it would be helpful, when we produce our
report on this session, just to be reminded of the
precise definition of what readiness is.
Sir Bill JeVrey: The measure that is principally used
is the percentage of a specified basket of Force
elements, which at the time when they are assessed
show no serious or critical weaknesses. I may not be
getting the exact language correct. It is a measure
which if one is doing well is higher rather than lower.
What I do agree with is the implication of your
question because at times like these it does not
actually add much to our understanding or the
Committee’s understanding to have a target that is
evidently beyond us because of the level of our
commitment.

Q68 Mr Havard: You have sort of answered my
question. I am struggling with the language that says
you have a revised metric which is part of this
description you have just given us. I wonder whether
it would be helpful if you would write to us and try
to explain to us a little further what the revision of
that might be, whether it is this previous basket or
what other factors you are bringing in. I appreciate
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that it is not an exact science that we are dealing with
here. It would help us if you could put a little more
flesh on that phrase “a revised metric”.
Sir Bill JeVrey: We will certainly do that, Mr
Havard. The revision which took place a little while
ago, a year or so, was intended to reduce the impact
of a few Force elements that were having a
disproportionate impact. I remember at the time we
made it, if it had any eVect at all, it was to make the
figure look a little worse, so it was not something we
were doing to make them look better, I can assure the
Committee of that. I will certainly arrange for you to
have a note about what that revision entails.

Q69 Chairman: And value for money progress? Do
you think you are broadly on track? That would
come as a bit of a surprise to many people, I think.
Sir Bill JeVrey: I certainly take the point that you
made earlier that in Bernard Gray’s report there are
issues about our ability to achieve value for money.
I think the value for money target is focused on our
ability to deliver eYciency savings for one thing, and
this is an area which, as the Committee has observed
before, we have, if anything, over-achieved on. It
may be that if you view value for money more
broadly then criticisms of the kind that Mr Gray has
levelled at the management of the equipment
programme come into play. I think this measure as
expressed is principally about our ability to generate
eYciency savings.

Q70 Chairman: It may be that some of the eYciency
savings on which you have over-achieved may have
led to some of the state of aVairs that Bernard Gray
sets out in his report and possibly the state of aVairs
set out in the Haddon-Cave report on Nimrod.
Sir Bill JeVrey: The Committee may want to get on
to Bernard Gray’s report a little later anyway, but I
do not think that our search for eYciency and better
value for money in that sense lies behind
procurement shortcomings. I think there are deeper
reasons to do with departmental skills, to do with the
way in which we manage the equipment programme,
some of which Bernard Gray’s report illuminates
very clearly. On Haddon-Cave, what the Secretary of
State said very clearly on the publication of Mr
Haddon-Cave’s report was that he accepted that in
relation to Nimrod we had taken our eye oV the
safety ball, and I very strongly endorse this myself.
It does not mean that one does not keep searching
for more eYcient ways of doing things. What it does
mean is that one has to keep safety right at the top
of the agenda, and I believe we are now doing that.

Q71 Mr Jenkins: Regarding value for money, this is
a term and a concept which I am vaguely familiar
with, but surely you must understand, and I think
the Committee must clearly understand, that it can
only be achieved given the set of parameters we
operate within. As long as we have got conditions
laid down by certain individuals, maybe ministers,
who say that we should buy this particular product
or go down this particular line, and all that is
entangled in it, we are never going to get real value
for money on the equipment programme, are we?

Sir Bill JeVrey: I am not sure if I follow the gist of
the question. It is up to us project by project to do
our best to demonstrate value for money and that is
what we do.

Q72 Mr Borrow: It is a pity that Bernard Jenkin has
gone because I want just to remind him that in our
report last year we did note that operational
sensitivities would mean that this area of reform
would necessarily remain less accessible to the public
than other areas of MoD reforms, so on the
questions that we have asked around Afghanistan
and Iraq I recognise that you cannot be as open as
you would be in and around other areas of MoD
performance. Within that constraint your report in
terms of Afghanistan is very descriptive. I wonder if
you could be a little bit more forthcoming in terms
of your assessment that progress has been made and
exactly how progress has been made.
Sir Bill JeVrey: The Committee takes a very close
interest in the Afghan campaign and hears from
other witnesses, including ministers and the Chief of
the Defence StaV. My own view is that if you see this
as a military campaign it has some significant
successes to its credit. I think also, as I discussed with
the Committee with my Foreign OYce and DFID
colleagues some months ago, that we can point
towards significant improvements in the way in
which military and civilian eVorts are articulated
together. It is a challenging issue and not one that I
think we are yet as good at as we could be but I think
we have made some progress. If you step back from
it, clearly there are significant risks aVecting the
Afghanistan campaign which more than anything
relate to the capability of the Afghan government
and these are very familiar issues. I think the Chief of
the Defence StaV, were he here, would give a similar
account to the one I have just given. What I would
say is that although nothing is ever perfect we have
worked very hard indeed to improve the support that
the department gives for the deployed operations,
and if you look at a report that was not much
remarked on at the time by the National Audit OYce
on our support for high intensity operations it
included a number of really quite positive
statements, some of them derived from interviews
that the auditors undertook in theatre about the kit
and about the quality of, for example, healthcare
services. It is a mixed picture but it is right at the
centre of all our thinking at the moment.

Q73 Mr Borrow: There has been talk in recent
months of an increase in the Service personnel
deployed to Afghanistan. Is there a limit in your
view on the number of Service personnel who could
be deployed and beyond which it would no longer be
sustainable?
Sir Bill JeVrey: I think there must be because we only
have so many people who are deployable and we
need to bear in mind the importance of harmony,
which we do not always meet but we need to meet so
far as we can. That means that the numbers who are
subject to deployment are several times higher than
the numbers that we have deployed at any one time,
so there is a limit. As for whether we are there yet,
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you would get a more authoritative response from
my military colleagues, but undoubtedly such a limit
must exist.

Q74 Mr Borrow: Can I perhaps separate out,
because we have touched on it, the issue of readiness?
I just want to try and explore a little bit the question
of whether or not there is a figure in terms of a
maximum figure of Forces for a sustainable
operation in Afghanistan beyond which we cannot
go, on the basis that that operation will last
indefinitely into the future, and a figure which would
be higher than that that we could search to for a
short period of time, which ties in, I think, with the
readiness argument that we should have a capacity
over and above that for a sustainable operation in
order to push those numbers up, rather as we did,
indeed, in the early days of the Iraq war when we got
the best part of 30,000 troops there, but which is not
sustainable in the longer-term.
Sir Bill JeVrey: I think significantly higher figures
would be unsustainable in the longer-term. How
much higher than now is a matter of judgment. What
I can say is that the increases that I mentioned
earlier, the consolidation of the 700–900 who were
initially employed to support the Afghan elections
and the 500 whose readiness to deploy the Prime
Minister indicated a few weeks ago, were made on
military advice and the view of the Service chiefs is
that that level of deployment is manageable.

Q75 Mr Borrow: I get the impression that you are
not prepared to give a figure to the question I am
asking you.
Sir Bill JeVrey: I think it is hard to do so. I can reflect
on the issue and consult senior Service personnel and
see if there is anything more I can usefully say, but
what I would say is that any very significant
deployment above the level we are at now would run
into the territory of questions over sustainability.

Q76 Mr Borrow: The reason I am touching on the
subject is that there is quite a lot of debate in terms
of we ought to send more troops, but there is this
argument as to what level of additional troops we
can deploy and is sustainable, and that therefore
there are constraints rather than there being a
willingness or not a willingness to deploy extra
troops principle, the more the public understand
that, that there are constraints in terms of what we
are capable of doing.
Sir Bill JeVrey: I think, if I may say so, that the
public do understand that. I think it is hard to put a
figure on what is the maximum but it is certainly the
case that the levels of deployment that we are
sustaining now and those in prospect are, in the view
of the Service chiefs, sustainable for the time being.

Q77 Mr Borrow: If I can move briefly on to Iraq, we
have still got naval personnel working in Iraq and
the Iraqi navy is being trained up. Have we got any
indication as to at what point in the future the Iraqi
navy will be capable of taking over those operations
that our Navy are currently undertaking?

Sir Bill JeVrey: I am not briefed on a specific answer
to that question and I think we had better try and
reply to it in writing.3 As a matter of fact, as you
will know, Mr Borrow, it is only relatively recently
that the memorandum of understanding between
ourselves and the Iraqis eventually worked its way
through the Council of Representatives in Baghdad,
so I think we had better look at what we could
usefully say about timescales. Since you are talking
about Iraq, could I take the opportunity to apologise
to the Committee for the fact that there is one of the
questions that we were given notice of to do with
some very detailed information about the drawdown
which we have not yet been able to assemble the
answers to. If the Committee wish me to do so I can
give some broad information now, but what I can
assure you of is that we will provide the detailed
information as soon as we can.

Q78 Chairman: We would like to know that you can
provide that information. We do not need those
figures now but I was going to ask why you had not
been able to provide the information on the cost of
the drawdown from Iraq, but if you are now going
to provide us with that you do not have to do it in
the Committee now as long as you do it after the
Committee.
Sir Bill JeVrey: We will, and it simply reflects the fact
that this is a complicated issue and we need to check
carefully that we are giving the Committee accurate
information.
Chairman: Okay; thank you.

Q79 Mr Crausby: I think we are all encouraged that
recruitment is up this year but are you confident that
we have the capacity within the training system to
take full advantage of what is a fairly quick extra
inflow of personnel?
Sir Bill JeVrey: I believe so, yes. I think the figures
that we are working on are manageable by the
training system. What is noticeable is that all three
Services are finding it easier to recruit than they were
before. To take the Army as an example, we had
gains in strength in 2007–08 of 8,300 and we expect
the gains in trained strength in the current financial
year to be 9,250, and that is a figure we can certainly
manage through the training capability.

Q80 Mr Crausby: Can you tell us about the RAF? I
know it was forecast that recruitment for the RAF
would dip but why has it been so far below manning
levels for so long a time and keeps on going down?
Sir Bill JeVrey: As you will know, the figure we use
is whether the three Services are within what is
known as manning balance, which means
somewhere between minus 2% of authorised
strength and plus 1%. The RAF has been for a year
or so in a worse position than the other two Services
and the manning balance figure for 2009–10 was just
over 2% down. Again, I have been advised that the
material which we ought to be able to provide
the Committee with about the second quarter of the

3 See Ev 41
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current year shows a significant improvement, so it
looks as though the RAF too is benefiting from the
fact that this is an easier recruitment climate.

Q81 Mr Crausby: I suppose it will take some time
but we do have some particular problems, do we not,
with pinch point trades? Can you tell us what you are
doing to try and improve the diYculties within
pinch points?
Sir Bill JeVrey: The principal method, as the
Committee knows, is to use as selectively as we can
financial retention incentives. In the last financial
year we applied financial retention incentives to
4,678 personnel across the Armed Forces, targeted
on the pinch point trades, and there is some quite
good evidence that this highly selective way of
encouraging people to stay, given how expensive it is
to train them, does have an impact. The Committee
will know from the material that we provide each
quarter about the pinch points that there still are
some areas of significant concern.

Q82 Mr Crausby: Retention is very vital to this issue,
is it not?
Sir Bill JeVrey: Yes.

Q83 Mr Crausby: To what extent do you think the
relative improvement in retention is down to
economic factors and to what extent do you think it
is down to better management and better treatment
of our skilled personnel?
Sir Bill JeVrey: I would hope it is a mixture of the
two. On the recent pinch point trades position, to the
extent that we are improving retention, the financial
incentives are obviously helping. What is certainly
the case now is that all three Services, possibly in part
because of the economic situation, are showing
improved retention rates, so the overall picture,
although we have still got some way to go, is a bit
better than it was a year, two years ago.

Q84 Mr Hancock: I think there is a problem with
these figures, Sir Bill, because they tell us where the
issues are but they do not show what you are doing
about it. They do not indicate how many people are
in training for these various pinch points that need to
be filled. To train a Merlin pilot takes a considerable
amount of time. It would be interesting to know, in
the next table you provide, where you are in the
process of filling these gaps. Most of these are people
whose in-service training will take up a considerable
amount of time, and unless we know that something
is being done about it these figures are pretty
pointless. Why is it that you do not give us the
answer to that, which I consider to be a pretty
fundamental question?
Sir Bill JeVrey: We could certainly try to do so, and
I have in my brief for this meeting some information
about some of the financial retention incentives and
the eVect they are having and it might be helpful for
the Committee to have a bit more about that. We
could also, I am sure, see if we could provide for
some of the pinch points information about those
who are in the pipeline. We tend to track it in the
existing information that we provide the Committee

in terms of additions to training strength, but I
gather we are looking anyway at the format of our
presentation on this and it would be quite easy to put
in something about retention.4

Q85 Mr Hancock: Retention cannot work every
time, can it? For some people their natural working
life as a pilot or whatever expires, does it not? You
cannot retain them beyond a certain point, and their
circumstances change, physically change. People
might not be up to the arduous tasks and some of the
pressures you have got here. I am more interested to
know what the Navy are doing at the present time
when they have got fewer ships but they have got
significant pinch points. Are their young oYcers
being encouraged to switch trades, for example,
switch disciplines within the Service, and people who
would have the qualifications to do other roles, are
they being encouraged to do so, or are the Army and
the Navy and the Air Force so set in their ways that
there is not this flexibility that allows them to move
across?
Sir Bill JeVrey: Certainly in the Navy there is
encouragement to move around. One of the
problems, as you will know, is the quite extensive
lead training times for some of these specialisms. To
take the Navy as an example, one of the financial
retention incentives that we are using to good eVect
is to encourage those qualified submariners at the
lieutenant commander level to remain in service.
These are people with very specialist skills which
take a good deal of time to develop. The important
thing, I think, acknowledging your point about
everyone having a shelf life, is to do what we can to
prevent those scarcest and sometimes most
marketable skills leaving our Service prematurely.

Q86 Mr Havard: Can I support Mike’s question
here, because I look at this list you have provided
today and one of the most severe is aircraft
engineering technicians but in the Navy. That is a
specific set of skills. This is not the lieutenant
commander level. This is at a level of City & Guilds
engineering. Is there a problem with the individual
Services approaching that diVerently, one from
another, and where are we getting these people from
at that level? It is in the same way that they are
nursing oYcers in the RAF but they are not in
nursing oYcers in the Army. It is not the same list.
Why is the RAF in more of a diYculty than the
Army? I think it would help us to know how the
individual Services are approaching what is
eVectively in that training area a generic problem for
all of them, surely.
Sir Bill JeVrey: Certainly this is all brought together
and the consideration of whether a particular
shortage would warrant and would benefit from the
introduction of a financial retention incentive is
something which is looked at across all three
Services by the personnel people at the centre. My
sense of this issue is that one does need to get into the
granularity of it because some of these trades are
relatively small numbers of people and it is

4 See Ev 47
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important to be highly selective in the way we
approach them. One of the things I think we are
relatively good at is responding to pressures of that
sort rather than simply applying a uniform pay
regime come what may. I think elsewhere in
government we can be very inflexible when we
encounter shortages of key personnel. In the Armed
Forces the retention incentive mechanism gives us
some means to respond to pressures when they arise.

Q87 Mrs Moon: If I was a mother of someone going
into the Army and I saw these problem areas with the
provision of medical support units I would be really
quite concerned. I have got a goddaughter who is
training to be a doctor and she is very keen to be a
doctor in the Navy, but she tells about me the
diYculties of indicating that that is the career path
you want to go down; it is quite complex. Are you
looking at how you can get into the universities and
say to people quite early on, “This is a career path
you can follow; this is a career path we will support
you in”, and make it easy, right at the beginning of
courses, for early recruitment onto those courses in
these key areas, especially in the medical Services,
that this is where people can go? It would indicate
that there is a problem, certainly with the Army here,
that it is not a career path that people early on, when
they are doing their training in university, consider as
an option.
Sir Bill JeVrey: If I may, Chairman, I would like to
take that point away because, if I had been asked the
question without the background that Mrs Moon
has given, I would surmise from what I have heard
that the medical recruiters are active in
universities—

Q88 Mr Hancock: They are.
Sir Bill JeVrey:— and are having a degree of success,
but I think I would like to get some facts to either
back that up or disprove it and, if I may, I will add
that to the list.
Mr Hancock: But, to be fair, that happens a lot
sooner. There are a lot of young doctors being
trained at the moment who are already in the
military, who are actually being paid to be trained, so
I am at a loss to understand how this opportunity
was missed because one of the things that you are
doing very well is getting people interested in
planning their university career through the
Services, and that is of enormous benefit.
Chairman: But you are this side of the table, not that.

Q89 Mr Hancock: Yes, I know, but I do find—
Sir Bill JeVrey: I am pleased to hear you giving a
more upbeat answer than I was giving, Mr Hancock.
I believe that to be the case but I would just like to
check it.
Mr Hancock: I know youngsters who are doing it.
Mrs Moon: They are not doing it successfully if they
are getting that sort of problem.

Q90 Mr Hancock: But that is because people are
leaving. Can I just ask about why it is that 2006 was
the last year of figures you can provide us which

show us about the voluntary outflow improvements
in the Army? You are able to do it for other Services
but not for the Army. Why is that?
Sir Bill JeVrey: It is principally to do with
shortcomings in the Joint Personnel Administration
system as a means of recording these sorts of data. I
understand that there is a new way of working up to
producing figures of exactly that kind within the next
few months, but, again, I might try and give the
Committee more particulars on that.

Q91 Mr Hancock: So the date for improvement will
be over the next couple of months, but if a minister
came into your oYce and said, “Look: I want to
know what is the true position about people leaving
the Army month by month”, you at the moment
could not give him that information.
Sir Bill JeVrey: I think the Army could give some
information. In the same statistical way in which we
did for the other Forces, partly because the Army
was the last Service to have the JPA rolled out, we
cannot give exactly the same information as we can
for the Navy and the Air Force, but we are close to
being able to do so.

Q92 Chairman: Mr Jagger, do you want to join in?
Mr Jagger: I was merely going to say that we would
be able to provide a range. The reason we cannot
provide that data, as the Under Permanent Secretary
alluded to, is merely to do with reconciliations.

Q93 Mr Hancock: Without that information how
are you proving whether the things you have
attempted to do, like the commitment bonus, etc.,
are actually working?
Sir Bill JeVrey: It is more based on assessments by
the Army at the relevant levels. What we certainly
have is the trained strength of the Army, so in a sense
this is more to do with presenting the data in a
definitely reliable fashion as we do for the other
two Services.

Q94 Mr Hancock: Are you able then to technically
target your incentives for the sorts of admissions
that Madeleine was talking about where there are
noted to be shortages of staV? Are you able, without
that proper information, to target those particular
points to say, “We are going to do even more”?
Sir Bill JeVrey: Where we apply a financial retention
incentive to a group of people in a pinch point area,
part of the process is to monitor very carefully how
many people take that incentive up and as a
consequence stay longer than they might otherwise
have done. We do have good data on that and that
is what supports the comment I made earlier about
the relative eVectiveness of the FRI system.

Q95 Mr Hancock: Are you a bit surprised, and this
is a question that Brian raised with me, that we are
continuously told that the Army is overstretched
and really having problems in filling its
commitments when less than 10% of them are
deployed? What is your response when somebody
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says to you, “Only 10% of the Armed Forces are on
deployment”? Why is it such a problem within the
Army then?
Sir Bill JeVrey: As I said earlier, you need to factor
in also the numbers of people who will be deployed
on rotation, and this is an issue I know the
Committee has taken an interest in. We operate a six-
monthly rotation and that means that there is a very
much larger number of Army personnel and Royal
Marines who are deployed than are actually in
Afghanistan at any one time. You need also to add
to it the important standing commitments such as
Cyprus and one or two other parts of the world. It
does all add up, but I think it is a very reasonable
question to ask and one that the Army themselves
are probably better placed to respond on in detail.

Q96 Mr Hancock: I would like to get some evidence
in detail about that. What percentage today of the
Army is unfit for service in one form or another?
Sir Bill JeVrey: The most recent performance report
that we provided gave a figure for April to June 2009
of 84.7% medically fit for task.

Q97 Mr Hancock: That means 15.5% are medically
unfit for service, and that is 5% more than are
currently deployed on active service.
Sir Bill JeVrey: It does not mean medically unfit
for duties.

Q98 Mr Hancock: They could not go on active
service.
Sir Bill JeVrey: It means medically unsuitable to be
deployed on operations, yes.

Q99 Mr Hancock: I think that is the figure that we
would need to have a better breakdown of because it
is a pretty significant figure, is it not?
Sir Bill JeVrey: It is certainly an issue that I know the
Army have been considering because, partly as a
consequence of serious regard for those who have
suVered injuries, the Army have been trying to find
useful employment for those who have been injured.
As we get closer to full manning they have been
thinking about the implications of that and whether
to reissue the guidance about the circumstances in
which people’s service can be ended on medical
grounds, but it is a very sensitive issue.

Q100 Mr Hancock: Of course it is, but it is a big
issue, is it not?
Sir Bill JeVrey: It is, yes, and I think the Chief of the
General StaV, were he here, would agree with that. It
is something that, since he took over a few months
ago, he has been paying quite a lot of personal
attention to.

Q101 Mr Jenkins: You should never ask a question
you do not know the answer to these days, but I
would like to ask a question I do not know the
answer to, because I see this commitment focuses on
retention, etc. I am thinking, who decides the shape
of the Armed Forces, the shape of the Army? Have
we got ourselves into a situation now that to retain
people we promote them? I do not mind paying them

more, but have we got ourselves into a stovepipe
army almost where we have something like a figure
for lieutenant colonels, say, of 1,790. That would not
run an army of over half a million, not 100,000 at one
stage, so who actually decides the shape and how
many oYcers we have in the British Army?
Sir Bill JeVrey: Point one is that at the moment the
number of Army oYcers does exceed the number we
have been aiming at. The formal answer to the
question is that the shape and structure of the Armed
Forces is set through the process of identifying first
of all the military tasks that we are trying to fulfil,
secondly, the Force structure that that gives rise to
the capabilities that that Force supports. What I
would say is that the Strategic Defence Review, when
it comes, will undoubtedly be an opportunity to take
a fresh look at these issues and the structure of all
three Services and the extent to which it matches the
requirements of the contemporary situation. That
covers oYcer levels as much as anything else.

Q102 Mr Jenkins: I am no clearer now on who
decides exactly what form is the Army. Is it the
military themselves, is it the civil servants, or is it the
ministers? Who actually gets involved and says,
“This is the shape we should look for”, and we can
find other financial reasons we want people at
diVerent levels. We should not always rely on
promotion to a task so we have then got an oYcer,
we have got nothing for him or her, and we send
them round from meeting to meeting on
procurement or whatever is going on, occupying
time and space but providing no benefit to us. Who
is going to grasp this nettle and say, “This is what we
need”, that is to say, the people we need to retain
should be rewarded; maybe we should increase the
pay rate but not necessarily give them a new rank.
Sir Bill JeVrey: The answer lies partly in what I said
earlier, that the basic structure of the Armed Forces
is something that is addressed centrally and the levels
of the more senior posts are the ones that are
considered by myself and the Service chiefs. When
you get into the numbers of diVerent ranks it
depends a bit on what part of the organisation one is
in. There are Army personnel, for example, deployed
on projects in the defence equipment and support
organisation and the numbers of people and the
levels at which they operate are something which is
determined by the Chief of Defence Material within
his budget and in consultation in relation to a more
senior post with me, so it does vary and within the
individual Services the Service chiefs, obviously,
have a very big part to play.
Linda Gilroy: In relation to the line that Mr Jenkins
is pursuing, can you remind me if there is a line of
work on this in relation to production of the Green
Paper, because, if there is not, surely there should be?

Q103 Mr Jenkins: We have got no information on it.
Sir Bill JeVrey: The Green Paper is certainly
addressing some of these people issues. All it will be
doing at this stage is identifying strategic questions
for the defence review to address, but it is
undoubtedly looking at the people issues. Whether it
will get into this sort of detail I am not certain.
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Q104 Chairman: You are in a starring role in the
Bernard Gray report. It is recommended that you
should have an explicit, preferably legally binding,
accountability for the overall costings of the
equipment programme. Do you agree with that
suggestion?
Sir Bill JeVrey: What the Secretary of State said in
his statement on Bernard Gray’s report was that first
of all we would plan equipment expenditure, which
is another recommendation of Bernard Gray’s, on a
longer time frame with a ten-year planning horizon
for equipment spending, and we would increase
transparency by publishing that time horizon and an
annual assessment of the aVordability of the
programme. As the chair of the new sub-committee
of the Defence Board, which Bernard Gray also
recommended, I will be prominent in the task of
providing both the ten-year costing and the
assessment of aVordability. That is very close to the
spirit of what Bernard Gray was recommending,
although not identical with it.

Q105 Chairman: That is a diVerent part of his report,
is it not? He recommends that you, being the
chairman of the sub-committee of the Defence
Board, should be very close to it, as you suggest, but
he also recommends that you should be explicitly
accountable in terms of overall costings, which is a
diVerent issue, preferably legally accountable.
Sir Bill JeVrey: I do not think ministers have any
plans to legislate on this. I certainly regard myself as
accounting oYcer, as being responsible, among
other things, for the management of the defence
programme and, as you observed earlier, that has
been quite a testing issue in the last few years. What
the machinery that ministers have now set out does
provide for is a role for a sub-committee of the
Defence Board which I will chair in explicitly
addressing regularly the aVordability of the
programme, reporting to ministers on it and
supporting a public process of assessing
aVordability. That is a very significantly diVerent
position from the one we have had in the last few
years. Where I myself would have some reservations
is in relation to changes that put me in a materially
diVerent position from other accounting oYcers,
and I think what most of what needs to be done here
can be addressed through the well established
accountabilities of the accounting oYcer.

Q106 Chairman: Do you accept that there is a slight
impression that each new word that comes out of the
Bernard Gray review involves a bit of dilution?
Sir Bill JeVrey: I think the main message of Bernard
Gray’s review was about the management of the
programme, the importance of doing what we
discussed earlier, which is to bring a programme
which has been facing very substantial cost pressures
into better balance. That is the task to the extent that
we can deliver it in the period between now and the
election, but more significantly perhaps the focus of
a defence review after the election, and to improve
our internal processes for assessing the cost of that
programme, continuing it and ensuring that it is
aVordable. I think these are very important. They

are not new issues but they are issues on which
Bernard Gray’s analysis shed very considerable light
and I believe we will be true to his prescription in
that respect.

Q107 Linda Gilroy: I want to ask some questions on
streamlining and pace in terms of the Departmental
Capability Review. Is there a risk that the reductions
in the size of head oYce, which are reported on, of
course, are at the expense of the department’s ability
to deliver support to the front line?
Sir Bill JeVrey: I do not believe so. What we said we
would do in the head oYce, because it is essentially
a cross-government requirement in relation to
administrative support costs, is to reduce the
numbers, military and civilian, by 25%, and we are
on course to do that. It is essential that in doing it,
as I think I have said to this Committee in the past,
we do not just take 25% out and do nothing more.
What we have been working on quite intensively in
the last couple of years or so is trying to change our
working culture so that it is less elaborate, trying to
reduce the amount of staYng, trying to reduce the
burdens on briefing and simplifying our processes.
That, I think, is a never-ending task but it is the
means by which we will manage to deliver what is
expected of us with the somewhat smaller numbers.

Q108 Linda Gilroy: So you do not think that that is
responsible for the assessment of the department’s
capability in relation to igniting passion, pace and
drive as falling since 2007? If it is not that, how are
you addressing it? What are you doing to reverse the
trend? What do you put that down to?
Sir Bill JeVrey: I think we are addressing that
capability review finding. Against it I would set the
fact that the staV survey that we undertook in
February as part of a wider Civil Service pilot put us
second out of 11 departments on the measures of
staV engagement and first on the measures that tell
you whether people are really striving to succeed in
their work. I was hoping I might have a chance to say
to this Committee in relation to our civilian staV in
particular, that I think that some of the media
coverage recently rather loses the importance and
value of the contribution that our civil servants
make right across the department. It is
understandable that we should have a lot of
attention paid to the military at the moment and I
think that is entirely appropriate, but I do in fact feel
very proud of the contribution that our civilians
make. I am very conscious of the need, in reducing
numbers, as we have to, to protect essential interests
like the safety one that we discussed earlier, but
above all, and it is good to have the chance to say it
to the Committee, I am very keen to leave our
existing people, whether they are in the head oYce or
in DE&S or, as many of them are, right out in the
front line commands and indeed overseas, in no
doubt about how highly we value their contribution
because it is pretty important for defence. I know
that the Chief of the Defence StaV agrees with that.
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Q109 Linda Gilroy: We have talked in the past about
their morale, both in head oYce but perhaps more
particularly in relation to the PACE programme,
which is a very fast pace of change, particularly
aVecting staV out at Abbey Wood and people who
are consolidating on that. What is the situation
there? What are staV surveys telling you about how
that is going, and are you keeping the right people?
Sir Bill JeVrey: There is a department-wide survey
going on now that will give us a sense of the mood
among our staV. We now have better means of
analysing by area the response we get to our staV
surveys and we have a fairly light touch but
important capability at the centre to ask questions
area by area about what the survey results mean. I
encourage top level budget holders to follow up our
survey results and to act on them. In relation to
DE&S, the numbers have been reducing. You may
well have a chance to ask the Chief of Defence
Materiel himself when he gives evidence shortly
what he feels the impact of that is. It does produce
some choices that have to be made. I think he is
confident, as I am, that we are in particular staYng
eVectively the important work on urgent operational
requirements, but beyond that it is a question of
using our people more flexibly and, more than
anything, I think, building up skills, which among
the best of our people are at an exceptionally high
level already, so that we can operate a somewhat
smaller, more capable organisation.

Q110 Linda Gilroy: I think within days of you being
appointed was your first session with us in the early
days of this Committee when I asked you about the
relationship with the trade unions. Has that
developed? You said you brought a good track
record with you on that. How would you assess that
as being now? Is it a constructive dialogue that you
are having with them?
Sir Bill JeVrey: I hope it is. I have a session every few
months with the principal national oYcers of our
trade unions and senior members within the
department in which we talk relatively informally
about some of the strategic issues that, indeed, we
have been discussing in this Committee this
morning, and issue-by-issue there are discussions
about important change programmes of the kind
that the Committee is aware of. I do not think it is a
bad relationship but it needs working on. There are
some underlying diVerences, in relation to one of our
unions in particular a failure so far to resolve
completely a pay dispute, but we try to work round
these as best we can.
Chairman: We need to bring this to an end fairly
soon because some of us need to get away.
Linda Gilroy: Indeed. Would it be helpful if I just
asked my questions and asked if the Permanent
Under Secretary might like to let us have a little note
on them, because there are a number and I would
like to put them on the record?
Chairman: Or we can do it in writing.

Linda Gilroy: Indeed, but perhaps I can just say that
the other areas I wanted to ask about are in relation
to the savings, the £650 million in 2008–09, which
puts you less than a quarter of the way to achieving
the value for money target savings of £3.15 billion by
2010–11. How does that tally if you are only one
third of the way through the quarterly period? With
the pressures we talked about earlier in the session
on the equipment programme, the Armed Forces
deployment, how can you be confident of meeting
the target? I think also, on the positive side of it,
recognising that a substantial proportion of those
eYciency savings is to be recycled into being made
available, I did note in the annual report that there
had been some reprioritisation to R&D, Chairman,
which is around the question you previously put, our
concerns about there not being enough money going
into R&D. However, is that £25 million enough and
is there not scope for more to be made? Finally, I
wanted to ask about data security areas because the
annual report certainly highlights that during
2008–09, again something we have had a line of
questioning on before, there were eight data related
incidents reports to the Information
Commissioner’s OYce and seven of these involved
the loss of personal data, four of which aVected
between 90 and 1,200 individuals and three others
aVected several thousand potentially. I just would
like to know what is being done to follow up on
Edward Burton’s reports. I do not see that being
significant of any particular improvement and
therefore in the written answer can you say what
steps there are to treat data as a strategic asset? I need
much more convincing than is evident in the annual
report, and who is the champion for this and in
particular which minister does it fall under?
Chairman: We will write you a detailed letter asking
those questions and we should be grateful for a
written response.5 Before I close the Committee
though I should say that the tone of this meeting has
inevitably been one of criticism and of taking up
concerns that we have. However, it would not be
right to leave that un-redressed because I think we
should acknowledge that the tasks that the Ministry
of Defence have are quite incredibly large. They are
by and large done and carried out with great aplomb
and success and courage and dedication. That is true
of the civilian staV as well as of the military people
in the Ministry of Defence. When I was a minister,
long, long ago, I was intensely impressed by the
civilians in the Ministry of Defence and I am sure
that that must not have changed in any respect. I
think that we did have a drive some years ago to
ensure that work that was done by military people
that did not need to be done by military people
moved over to the civilians and that does not mean
that the work should stop being done; it does need
still to be done, and so I would wish to echo the point
that you made about the quality of the work that
civilians do in the Ministry of Defence. I would also
like to thank you both for your evidence this
morning, some of which has been diYcult but which
you have dealt with with courtesy and much
information throughout, and I am most grateful.

5 See Ev 39
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Q111 Chairman: Secretary of State, good morning
and welcome to your first evidence session in front
of the Defence Committee as Secretary of State. We
have a huge amount to cover because this is a joint
session about the Ministry of Defence Annual
Report and Accounts and about our inquiry into
readiness and recuperation, and to that we have
added additional questions about the Green Paper.
Although you have to leave at one o’clock—and it
may seem like a long time particularly to you but
also to us—time is short and I would ask, therefore,
the Committee to be extremely tight in their
questioning, and I would ask you, Secretary of State,
and the other witnesses, please, to be tight in your
answers.
Mr Ainsworth: Chairman, could I first of all
apologise for messing the Committee around. We
did have urgent business, there was an Opposition
Day and then we had the Abu Ghraib report as well
which mitigated against my coming the first time
when we tried to get this session up and going; and
then I was, I am afraid, quite ill on the second
occasion and I do apologise for that. I have with me,
as you can see, Rear Admiral Alan Richards, who is
my expert on strategy and plans, so if you want to get
into the details on recuperation or readiness he
might avoid us having to write to you on the odd
occasion; and, equally, I have Terence Jagger who is
on the finance side. Jon Thompson, who is his
superior—he has not run oV with the money, I am
told—I am afraid he is ill and has probably got the
same as I had, and I maybe even gave it to him, so I
am afraid he cannot be here to help today.

Q112 Chairman: We had Mr Jagger in front of us
with the Permanent Under-Secretary. Thank you
very much indeed. We will start with the MoD
Annual Report and Accounts, and then at some time
we will move on to readiness and recuperation and
the Green Paper. The Report and Accounts are
qualified again and yet last year the Permanent
Under-Secretary told us that there was “a good
prospect” that the problems with the Joint Personnel
Administration would be resolved, that the accounts
would be free from qualification this year. Qualified
again; and yet this year the Permanent Under-
Secretary reassured us that it was likely that the
accounts would be unqualified next year. Why
should we believe him this year any more, I have to
say, than we really did last year?

Mr Ainsworth: So you did not believe him last year
when he told you about this?

Q113 Chairman: Well—
Mr Ainsworth: Chairman, not only qualified again
but, I am afraid, qualified on four counts this time.
We continue to have problems with the JPA system
which we are working with the National Audit OYce
to try to sort out. There are other issues and I would
hope the Committee would have at least a degree of
sympathy, although I do not believe that you should
allow us to be in any way complacent. For instance,
there is the qualification with regards to the Bowman
equipment. What happened with Bowman is that we
bought a piece of kit—

Q114 Chairman: We will come on to Bowman. Just
on the JPA issue, apparently the solutions that you
produced to amend the qualification last year were
the things that caused the qualification this year?
Mr Ainsworth: We are trying to be responsive to our
people. We are trying to make sure that we can
actually make payments at an appropriate time and
yet, at the same time, satisfy the auditor that we have
got control of those payments where there are
overpayments or underpayments being made. It is a
complicated system; it has suVered problems,
bedding-in problems, which are taking longer for us
to get to the bottom of and we have not been able to
satisfy the National Audit OYce yet. It is not only
Bowman and the JPA, we have also got a problem on
general stocks. We are working with the National
Audit OYce to get a better feel for the size of the
problem but it maybe looks a little worse than it is
on the sample that they took. For instance, they took
a relatively small sample and they found errors in
22% of the sample. Some of those errors were pretty
minor in nature, so it is not the case that there is a
22% error. There is a 22% error but some of those are
very small indeed; they are very small items.

Q115 Chairman: Secretary of State, you have moved
on to stock again. I want to concentrate just for a
moment on the Joint Personnel Administration.
You have to manage the manning levels and the
harmony guidelines with information which is
apparently so bad that it causes your accounts to be
qualified. How can you manage harmony guidelines
in those circumstances?
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Mr Ainsworth: I think we are pretty confident that
there has been some small improvement in harmony
guidelines, although I cannot say to you that we
have still got all of our people in ideal harmony; we
are still finding considerable diYculty with some
pinch-point trades. Yes, of course, the problems with
JPA do not help us to be able to prove to ourselves
or yourselves that that is so. May I ask Terence to
give you a bit more detail on that.
Mr Jagger: I think the qualification on JPA in the
previous set of accounts was very much about our
inability to provide evidence that the payments JPA
was making were justified. In the preparation of this
year’s accounts we have had a very thorough process
of sampling with the NAO, and on that particular
issue the NAO have not qualified us this year. What
they have said is that JPA is paying accurately in
accordance with the instructions it gets from the
units. The qualification this year relates to the
quality of those instructions. We have dealt with one
problem—I would say very successfully—and we
now have, if you like, a problem earlier in the process
which is about when the request is originally put in.
I think the record on accurate pay is extremely high
for JPA. We are talking about, on the whole,
specialist allowance rather than base pay; and we are
talking about a problem which we are addressing
with great energy at the moment. The Deputy Chief
Personnel has got a whole project going and I am
hopeful that we will see a real improvement this year.
Chairman: Getting on to the stocks and Bowman,
Bernard Jenkin.

Q116 Mr Jenkin: Secretary of State, you have
already mentioned Bowman and you know the
problem, and we cross-examined the Permanent
Under-Secretary quite intensively on that question.
Is there anything more you would want to add before
we probably write something fairly critical in our
report?
Mr Ainsworth: Could I just talk about the harmony,
because the issue that has just been raised on JPA is
not going to impact on harmony but there is another
qualification to do with numbers, which I think the
Committee might be worried about. This is about
numbers in Naval Reserve, and it is about us being
able to prove and to show that we are within the
totals that we have approved in Parliament at each
and every day of a period. We know how many we
have at the start and the finish of the accounting
period, but we have not been able to show to the
satisfaction of the auditor that we are able to prove
exactly how many people we have got in the Naval
Reserve each and every day throughout the period.
I am not dead sure that makes our problems in
understanding and reporting on harmony worse, but
harmony is another matter the Committee might
want to get on to. Bowman continues to be a
problem. When we bought Bowman we bought a
system wanting it to be flexible and usable by our
Armed Forces. I do not think the Committee would
want us not to have done that. For instance, if a
vehicle fitted with a Bowman radio is broken in
theatre for whatever reason a soldier is able to take
the Bowman radio out and keep that in theatre and

the vehicle comes back to the UK for repair, for
scrapping or whatever minus its Bowman radio.
That gives us a great degree of flexibility in theatre
but, nonetheless, it makes it very diYcult for us to be
able to prove at any one time where each and every
Bowman radio is. So there is a tension between the
audit trail and our ability to be able to prove where
some quite valuable equipment is and the flexibility
that we, for quite understandable reasons, want to
give to our troops. Having given them that flexibility,
having given them a system that is usable in that way,
we need now for our systems to catch up with that to
give us the satisfaction that we have got control on
exactly what we have got, what we have got that is
workable, where we have got them and that we are
able to apply all of that equipment in the most cost-
eVective way that is in line with where the eVort is
and where the needs are. That is what we are working
on. Terence, do you want to add to the Bowman side
of things?
Mr Jagger: I think you have covered the main
points. There are some which are in transit to and
from theatre; and there are some which are in repair
with either the original equipment manufacturer or
the vehicle repair loop and it is very diYcult to keep
a handle on those. We are introducing a new system
called “the management of joint deployed infantry”
which should improve the situation further. If I had
been sitting here a year ago I would have said we had
our hands on exactly where almost none of the
Bowman were; now we have a very precise
understanding of where about 90% of them are, so
we have come a long way in a year and I am hopeful
that we can improve further. There are 36,000 of
these and that does inevitably make it quite a
technically demanding challenge.

Q117 Chairman: Any private sector organisation
would know where things were in transit, would
they not?
Mr Jagger: I think they would, but not many private
sector organisations are fighting a considerable
combat in Afghanistan, and very few of them have
the same complexity of logistics processes that we
do.
Mr Ainsworth: On the other side of things, and I am
not saying that this is an excuse, would you have
wanted us to put in a piece of equipment that said
that the soldier could not take the Bowman away
from the vehicle without filling in chits and
providing the audit trail before he did in any
circumstance? I do not think the Committee would
have wanted us to apply that degree of rigidity to
Forces in theatre?

Q118 Chairman: No, but we would have wanted you
to have put in some systems which allowed you to
keep track of this valuable equipment.
Mr Ainsworth: Absolutely.

Q119 Mr Jenkins: The diYculty we have got,
Secretary of State, is that we have just gone through
hoops to get £20 million out of the system to put
back into Territorials, and yet we have got figures
like £268 million on pay and conditions—and I may
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be incorrect or correct, I am not sure—and we have
got £155 million of assets such as Bowman which we
cannot put our hands on. Do you not think these
figures would strike dread within us? Having had to
find £20 million out of all this budget and screw the
thing down, to find we cannot account for these sort
of figures is, to say the least, a bit disappointing.
Mr Ainsworth: I do not think we can aVord to be
complacent and I do not think we can ignore the
need for audit and that is what we are struggling to
try to give the Committee. If I believed that we had
lost that equipment I would be worried indeed. I do
not believe we have lost that equipment. I believe, as
I have said, in a lot of instances soldiers in theatre
and elsewhere behave as they have been allowed to
do because of the equipment we have provided them
with, and they have said, “You might be having this
vehicle back but you’re not having that Bowman, I
might need that”, or, “I do need that”, and that has
broken the audit trail. I do not want to take that
ability and flexibility away from that man if that is
what he needs to do. What I do want is an audit
system in place that measures exactly what is
happening so that we can track this equipment. I do
not think the problem is the size that your question
seems to indicate that it is. Yes, of course, we have
got to be able to prove where everything is, and we
are struggling to try to do so while we are fighting a
very complicated war in an extremely diYcult
theatre.
Chairman: Secretary of State, I want to move on but
I suspect we will be quite impolite about this because
the diVerence between losing equipment and not
knowing where it is strikes us as being not very great.
Bernard Jenkin.

Q120 Mr Jenkin: I think the Permanent Under-
Secretary described them as “not lost but we just
don’t know where they are”! Moving on to
performance indicators, I think we are becoming
increasingly concerned about how meaningful these
performance indicators are because there is less and
less information provided with very general
comments such as “some progress”, “no progress”,
“some progress”, “not assessed” about key DSO
indicators. Are you satisfied with the overall
performance of the Department?
Mr Ainsworth: If you want to give us specifics of
performance indicators that you are unhappy with
that might be a way of getting into a quality debate
about where your concerns are.

Q121 Mr Jenkin: If we go to the Public Service
Agreements which are joint with other departments,
we said in a previous report: “It is indeed hard to see
how this will not aVect the amount of information
the MoD makes available on those areas where it
now contributes to performance indicators”. The
point being that you are now giving so little
information about, for example, “to reduce the risk
to the UK in its interests overseas from international
terrorism”, which is of course a Service agreement
you share with the Home OYce, that it is diYcult for
us to glean anything from these comments?

Mr Ainsworth: Do you think that that is easy to
measure and to quantify in anything other than the
broadest of terms?

Q122 Mr Jenkin: You produce these performance
indicators which are meant to be providing some
help to us to show whether your Department is
performing. If we move on to the DSO targets, what
does this mean, for example, “Be ready to respond to
tasks that might arise. Indicator 2.1: UK contingent
capability and delivery of force elements at
readiness. ‘No progress’. For a considerable time,
Armed Forces have operated above the level of
concurrent operations which they are resourced to
sustain over time”? What are the metrics that you
need to share with us in order to put flesh on that
comment, because at the moment you do not share
many figures with us?
Mr Ainsworth: We did share with you a new
methodology that we introduced called the Strategy
for Defence. I would not have thought the
Committee would be the slightest bit surprised that
we are having to change some of our thinking about
what is important, because we are operating and we
have operated for some considerable time now well
above defence planning assumptions. I do not know
what you describe Afghanistan as, whether it is
medium-scale plus or medium-scale plus plus; but
having got out of Operation TELIC, which of course
was an achievement, we now have over 9,000 troops
in theatre in Afghanistan, but with our ability to be
ready for every contingent capability, the Committee
ought not to be surprised that it is not as it would
ideally be. We brought in the Strategy for Defence to
try to be a little clearer with the Committee and the
outside world—and with our own people more
importantly—to make sure that they were focussed
on what I consider to be the main eVort and give us
a kind of bridging strategy that would take us
through to a Strategic Defence Review which will
come in the very near future as all three parties are
committing to holding them on.

Q123 Chairman: Secretary of State, I think we will
come on to the Strategy for Defence. I think the issue
that Bernard Jenkin is asking about is the precision
of the measurements that you have in your
departmental strategic objective?
Rear Admiral Richards: I think I can give you a part
of the answer with respect to the contingent
capabilities, and that is that the readiness metrics
that we do publish, the serious or critical weakness
measures, reflect in detail a link to that Department’s
strategic objective. That is the way in which you can
judge the extent to which we are ready for dealing
with the task that we may or may not be called upon
to undertake. That is the link with that DSO.

Q124 Mr Jenkin: What are the actions that the
Department needs to take in order to improve
performance against that target; or is it just waiting
for a defence review, which is where we seem to be?
Rear Admiral Richards: I think in this context, and
we will go into it further in the readiness and
recuperation point, the current operations are our
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number one priority and that is where the vast
majority of our Force structure is focused at the
moment above our planning assumptions. Beyond
that, we are seeking to generate a contingent
capability against those things we think are the most
likely; but since a large chunk of the Force structure
is taken up with respect to Afghanistan, you might
expect in any case that the readiness for other
contingent operations is going to be significantly
reduced. The extent to which that reduction is
caused by the deployment in Afghanistan or caused
by the fact that we are unable to train for those other
contingent operations is a subject which we have
touched on with the Committee in closed session,
and obviously you would not expect in this open
session for us to go into in detail.

Q125 Mr Jenkin: In summary, it seems that some of
these DSOs are really not very meaningful under the
current circumstances because we are putting all our
eVort into Afghanistan, and really we are accepting
that other aspects of the Department’s work
basically goes to hell in a handcart?
Mr Ainsworth: We are not putting all of our eVorts
into Afghanistan at all. Afghanistan is the main
eVort and it has to be the main eVort. I do not know
whether the Committee wants to disagree with that,
but we have standing commitments which we have
to make sure that we are capable of carrying out and
we are focusing on recuperation to a small scale
capability, because a small scale capability is all that
is going to be practical for the immediate future with
the size of the commitment that we have got in
Afghanistan.
Mr Jenkin: Does it not say something about the
Department that one operation requires large parts
of the rest of the Ministry of Defence to be hollowed
out in order to support that one operation?
Chairman: We will come on to the Strategy for
Defence later on. David Borrow.

Q126 Mr Borrow: Going back to the Bowman issue
in terms of the audit trail and dealing with
performance targets, departmental select
committees have the job of scrutinising departments
to ensure that their audit is correct and that they
meet their performance targets. Would you say,
when it comes to the MoD during a war, that to
expect the same standard of audit and performance
indicators is unrealistic and, if we sought to do that,
would that restrict the flexibility of the MoD in
actually carrying out what is its main task, which is
to conduct military operations when we are in the
middle of a war?
Mr Ainsworth: I would say that we should try to the
best of our ability to maintain the maximum degree
of openness of audit that we can in the circumstances
which we face. Precisely what would anybody have
us do: give the absolute maximum eVort to our
current operations and make sure that audit is a
close second to that; or would they have us have the
completion and perfection of audit come above
capability in theatre? I know there is nobody on the
Committee who would have the latter. I think your
question is absolutely valid, that something in the

circumstances with which we are faced is bound to
give to some degree. We have to try to minimise that
degree so that we can satisfy the Committee and
others that we have got a handle on where all of that
equipment is.

Q127 Mr Jenkins: I do not think anyone is saying
“either/or” here. I think we are trying to be helpful
in some regards. I think Mr Jagger might be able to
help me here. The Treasury public expenditure
system of 2008 and their guidelines indicate that if it
were using indicators like “some progress” it is
“where 50% or fewer indicators had improved”. Yet
when I look across and see “some progress” in the
manning balance, but I know (although the RAF
has dipped slightly) the Army and Navy has
increased, now that does not give me “50% or fewer
had improved” as “some progress”; that should be
“good progress”. You have got a good story to tell
here but you do not seem to have put it in the manner
being indicated by the guidance. That is why we are
saying we require more of an indication from you
about where we are improving. If we can put some
quantifiable measures in there to show where we are
improving I think it would be a good indicator for
the Department, rather than, as we have got now,
“some progress”, “no progress”, “some progress”,
“no progress”, “not assessed”, “some progress” or
“broadly on track”, whatever that means?
Mr Jagger: I can try but it is not my specialist area.
First of all, there may be a disconnect on time here,
because this is the year ending March that is being
referred to, and I think the considerable
improvement in recruitment has happened at the
latter end of last year and now. I am sure we can
provide more detailed figures on the manning
balance later, if you wish.
Chairman: We will certainly come on to it.

Q128 Mr Hamilton: Secretary of State, I have been
here since 2001. At the end of 2001 we got involved in
Afghanistan which I supported along with the vast
majority of everyone in the House of Commons.
During that period of time we have been involved in
two fronts and we are now backing out of one and
we are into Afghanistan. How satisfied are you that
“some progress” has been made in terms of success
of the military operations in Afghanistan?
Mr Ainsworth: On the Afghan operation itself, the
prism through which this is all seen back in the
United Kingdom is the deaths in theatre and that
tends to wipe out in the public mind and does
damage to people’s perceptions of the success that
we are having in Afghanistan. We have lost 98 people
this year and so no-one should be surprised if people
are not particularly concerned about where we are.
Most of our Forces are in Helmand Province and if
you ask them and go to theatre, as I know that you
do, you will get many of the same answers that I do,
there has been considerable success over the last
period of time. We have seen a substantial influx of
US Forces in Helmand Province. We still control the
main population centres but that means that we have
been able to hand-oV some of the areas that we had
original responsibility for to the Americans. For
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instance, Garmsir in the south is now all their
responsibility; Nawzad, where we had troops, the
Americans now take care of; and that has enabled us
to perform operations like the one that was
performed in the winter of last year in Nadi Ali that
brought an area of central Helmand within the
control and reach of the Afghan Government; and in
the summer the ISAF and ANSF operation which
cleared a large part (although not perfectly yet
because it takes a long while to build confidence
among ordinary people after a military operation) of
the very important area between Garesht and
Lashkar Gah. If you go back, for instance, to 2008
where insurgents were able to mount operations
against Lashkar Gah itself, we have pushed them out
of some very important and very significant areas of
the central Helmand belt where most of the people
live, and now the governor and other agencies are
able to get in there and are able to start providing
basic governmental services to the people and some
of the people were able to vote, not nearly enough of
them; so considerable progress has been made. I
think we have also made progress on the
organisational side, and the degree of the way in
which the civilian eVort in Helmand Province is
joined up with the military eVort out in theatre is
impressive indeed and has come a long way.

Q129 Mr Hamilton: Could I add a third element to
that. Do you think that the public has an accurate
understanding of what we are doing in Afghanistan?
If you do not think that, why not?
Mr Ainsworth: No, the figures have gone the other
way, and I would not doubt those figures. Why not?
It is a complex situation. It is not easy to be able to
explain to people, first of all, why this theatre is so
important to their own security back here in the
United Kingdom. There is a tendency to believe this
is a faraway place and the threat comes from many
and varied theatres, and we are therefore not
suppressing terrorism, we are not doing anything
significant that is connected to our own national
security. I think that that is totally and utterly wrong.
The consequences of our people not being in
Afghanistan would be the pretty rapid collapse of
the Afghan Government, the control of at least a
large part of the country by the Taliban again,
massive pressure on the Pakistanis next door at a
time when they really do not need that pressure, and
when they are fighting their own insurgency and
really stepping up to the plate in quite an impressive
way in taking on the militants in their own country,
and that would bounce through into our own
communities and in the wider Muslim community.
There are a lot of people in the Muslim community
who are desperate to resist some of the extremist
ideas that flow out of these regions, these medieval
notions of what Islam ought to be. Our failure I
think would let them down and set them back as
well.

Q130 Mr Hamilton: The question I put is how
important is it to the operations that we get the
public support they require? We talk about winning

hearts and minds in Afghanistan, but you are not
winning hearts and minds in the United Kingdom.
How are you going to deal with that?
Mr Ainsworth: I think it is absolutely vital. Our
troops can be as good as they are; their morale and
their spirit can be as high as I see it every time I go
out there; but if they do not believe that there is
support back here at home—not only for them,
which I think has improved massively over the last
couple of years (the level of support for our Armed
Forces has gone up considerably) but for the
operations in which they are engaged—then I think
that is a very diYcult situation. We have suVered a
lot of losses; we have had a period of hiatus while
McChrystal’s plan and his requested uplift has been
looked at in the detail to which it has been looked at
over a period of some months; and we have had the
Afghan elections which have been far from perfect,
let us say, and all of those things have mitigated
against our ability to be able to show progress and to
put that on the other side of the scales when we are
suVering the kind of losses that we are. The Afghan
elections are now over. We must now get the Afghan
Government in the place where they start delivering
on governance and action against corruption. I hope
and believe we are about to get an announcement
from the USA on troop numbers. I think that that
will be followed by contributions from many other
NATO allies, so we will be able to show that we are
going forward in this campaign to an extent we have
not been able to in the last few months with those
issues still hanging.

Q131 Mr Hamilton: Secretary of State, my concern
is this: the three main parties in the United
Kingdom—at least the three that I know about—
support our eVorts in Afghanistan. You base the
support of the public on your operations in
Afghanistan on whether it succeeds or not. I go
further than that: if the three main parties in the
United Kingdom agree on the strategy, agree on the
involvement, why is it that the three main parties, led
by this Government, are not out there arguing the
case that we should be there and the reasons why we
should be there, instead of individually arguing a
case and at the same time criticising certain things
that happen within Afghanistan? Why is it that you
cannot get across the floor agreement between the
three leaders arguing the case that we should be
there? Why is it that we are losing that support? It is
not just a question of the end judgment. If you
believe in the cause, you win the argument with
people, the people will support that cause. I put it to
you that we are not winning that argument because
people are still confused between what we are doing
in Iraq and what we are doing in Afghanistan and
the two are entirely separate. Over the last eight
years this Government and the Opposition have
been negligent in not separating those two
arguments.
Mr Ainsworth: Negligence is not a word that I would
use. I think it has been problematic. I have now been
a minister in the MoD for two and a half years and
when I first went in there nobody was the slightest bit
interested in what was going on in Afghanistan.
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Afghanistan was something that was going on that
the media by and large had no interest in at all, the
whole of the focus was on Iraq. It was extremely
diYcult to get anybody to pay any attention or to
have any interest in it. When we drew down on Iraq,
of course, then the focus shifted, and the focus
shifted onto Afghanistan. Despite the fact we have
got agreement in principle across the political
spectrum to continue in the operations in
Afghanistan that does not get us over many of the
problems that cause ordinary people in my
constituency and yours to doubt what we are doing
and the commitment we have to it. I have tried as
best I can to build a political consensus that avoids
that, but it does break down. I got a little angry with
my opposite number in the summer when he told
people that there were vehicles in Dubai that were
badly needed in theatre and we were eVectively
betraying our troops. Those were ridgeback vehicles
that we could not possibly have got out for the start
of the deployment of 19 Brigade; they were needed
for the start of the deployment of 11 Brigade; they
were on their way to theatre and they were actually
ahead of schedule; and yet the story that was
reported across the press was that we were betraying
our troops. When things like that happen I think it
undermines quite substantially the degree of
confidence that our people have because the reaction
of my constituents and yours is not, “Well, the
Government needs to try a little bit harder”; the
reaction too often is, “Get them out. Just get them
out. If you can’t provide them with vehicles then get
them out”. I have had that and you have had that.
When you go to theatre you will struggle. The Chief
of Defence StaV indeed said this only the other day
to both me and the Prime Minister: “I tried very hard
to get somebody to complain about their kit and I
failed”. That is the general response that you get
from soldiers in theatre, but that is not the response
we get back here; at home the perception is totally
and utterly diVerent. If we do not all work at it, and
indeed work at it even in this pre-election period, and
if even backbenches, never mind the frontbenches,
play games oV the side then we will do serious
damage to what I think is a vital mission that is very,
very important to the future of NATO, to the
security of our country, and to our national interests.
We cannot lose this in theatre; NATO cannot lose
this in theatre, but our will, our resolve, can be
eroded back here at home if we do not all pull
together.
Chairman: Secretary of State, I think you will find
this Committee—certainly I—believe this is the
most important thing that the country faces. I want
to add one further point that I personally believe—
I would suspect that the Committee believes but I
have not asked them—that it is a very good thing
that the Prime Minister writes letters of a personal
nature to the families of those who have died. I
personally would be grateful if you would pass on to
him my gratitude for his doing so on behalf of the
country.

Q132 Linda Gilroy: Secretary of State, a moment or
two ago you referred to the medieval nature of the
enemy we are facing but there is a paradox about

that in that they are also very sophisticated in how
they use the media, and this is something the
McChrystal Report points to; but what is your
assessment of just how sophisticated they are? Is that
not one of the gaps that Mr Hamilton’s line of
questioning was pointing to, that actually there is
not a proper appreciation of just how sophisticated
they are about manipulating people over here who
are willing to play into the sort of talking down of the
eVort in Afghanistan?
Mr Ainsworth: I think we have got to try and be
better as well. We are in a complicated coalition. We
do not want to undermine progress that is being
made by the Afghan Government itself. We have got
to join the bits up across the ISAF coalition and we
have got to be extremely mindful in anything that we
say publicly of operational security. We cannot
jeopardise operational security or put our own
people at risk, but I do think that sometimes because
of the complexities of that coalition structure and
worries about operational security that we
potentially go too far and, therefore, we are not as
forward leaning as we need to be in terms of
explaining in a timely manner—because nobody is
interested in history; once something is done and
dusted it is gone and forgotten about—we have got
to get as up to the front on the story as we possibly
can and be able to explain to people better, as best
we can, what we are doing, how we are doing it,
where we fail be upfront and go out and say that and
where we succeed and give people proper measures
for the success. The Afghans have been pretty good
at exploiting the media both in country and out of
country. You saw some messaging that they were
eVectively targeting on the American public during
the Obama consideration of the McChrystal review.

Q133 Linda Gilroy: The Afghans or the Taliban
Afghans?
Mr Ainsworth: The Taliban. Some of the notions of
society are positively medieval. The kind of things
that we maybe suVered in this country a millennium
or two ago they would visit on their people, but they
use modern methods of communication in order to
get their message across and to undermine us.

Q134 Robert Key: Secretary of State, could we turn
now to the Ministry of Defence support for high
intensity operations. In May this year the National
Audit OYce produced a report on this and they
identified in a nutshell four points: shortage of
spares; shortage of pre-deployment training
equipment; supply chain problems; and patchy
welfare provision. What has the Ministry of Defence
done since that report was published in May to
implement the main recommendations of the
National Audit OYce?
Mr Ainsworth: First of all, I would just try to put it
into context by saying that when we get a new piece
of kit and equipment, and let us take MastiV as an
example where we have had a problem with spares,
the most important thing was to get that vehicle into
theatre. The threat had switched: the degree of
mines, of IEDs, and amount of toll that it was taking
on our people was going up exponentially; we had to
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get that first-class vehicle out into theatre as quickly
as we possibly could and we had to worry about the
spares and worry about the pre-deployment
opportunities afterwards. We have tried our level
best to backfill both the training requirements and
the spares requirement as fast as we can after that. I
make no excuses for wanting to get the vehicle into
theatre first in order to save lives. That is just one
example.
Rear Admiral Richards: That is absolutely right,
Secretary of State. You will be aware that we have
plans currently in train of delivery to generate a
greater amount of equipment to support the training
earlier on in the preparation for theatre, but with
respect to UORs our first aim is to get the equipment
into theatre as quickly as possible. It is true that in
order to do that one short-circuits or makes the
equipment available within the training pipeline at a
later date. Similarly, because of the time taken to
provide the spares, when the equipment arrives first
in theatre the spares load is much reduced, and that
then subsequently builds up over time. We are
seeing, with respect to the large numbers of new
equipments that we are putting in place, a better
availability of spares, but there will always be a
pressure on such a system which is designed to
operate more quickly. Part of the UOR system, and
one of the things that makes it more rapid in delivery
as against normal equipment procurement, is that
we are able to spend less time on the spares and
support package than we do with respect to
equipments that we buy through the core budget,
and that is why it gets into theatre quicker. So there
is a risk there, but it is a risk that is worth taking to
deliver the new equipment in a more rapid manner.

Q135 Robert Key: Do you say, Secretary of State,
that the Department gives a high priority to
introducing these measures along the lines of the
NAO recommendations?
Mr Ainsworth: Yes, they are an appropriate priority.
Can I just make a comment about this story that is
current about the Bulldog. This is the other end of
the problem that we have. It has been widely
reported in the press in the last few days that we
spent £149 million on upgrading tanks that are now
being used only for training in Canada. These were
bought in 2006 and they were bought for Iraq, not
for Afghanistan. If we recall, at the time we were
running convoys into an urban environment in
Basra where our people were being shot at by
rockets, and some of them were travelling around in
Snatch Land Rovers and the absolute urgency was
to get the Snatch Land Rover back into the base and
oV the streets of Basra, and the Bulldog was
extremely well thought of as a lifesaving piece of kit.
We lost a lot of power because we got a lot of armour
onto this vehicle, so, yes, there was no way it could
go up and down hills or whatever. We knew the
consequences of that, it was for that urban
environment and it was a lifesaving piece of kit and
equipment badly needed at the time. Now,
somebody three years after the fact says, “Oh dear,
they’ve spent all this money on some kit and
equipment that’s now only being used for training”.

How many people’s lives would have been lost
because we could not fill the gap with MastiV alone.
MastiV was superb for the Iraq environment, and
superb for the Afghan environment. We had to try to
get as many MastiV as we could and as quickly as we
could but we could not do it with MastiV alone;
Bulldog filled a vital niche at the time.

Q136 Mr Havard: You mentioned earlier on the
Strategy for Defence, and my colleague, Mr Jenkin,
asked you some questions about PSO and DSO
targets. We have asked questions before about this.
We asked about these NAO recommendations, not
just in high intensity areas but in a number of other
areas. To allow us to do some sort of forensic
examination and understand things properly, what
you said to us about the NAO was, “We have major
improvement programmes underway”. I ask what
they are, a description would be nice and some sort
of timetable, some sort of idea would be helpful. You
say in the Strategy for Defence, you are going to
have “a revised and relevant performance
management system”. What is it? Where is it? What
will it look like? When will it be in place? How will it
relate to these other systems? Can you please give us
some better understanding of how the assessments
that Robert is asking about are actually made, are
then evaluated, and actions taken on them within the
appropriate time that you decide is necessary? I have
no understanding of that and we would like some
further and better particulars, please?
Mr Ainsworth: Maybe some of my colleagues can fill
you in on some of the details of that. All I would say
to you, and try to explain to the Committee what I
am trying to do with the Strategy for Defence, is that
a lot of these systems automatically and
understandably flow from the Strategic Defence
Review, and therefore the Defence Planning
Assumptions and all the other methods and systems
that we have to measure ourselves with in theatre.
The reality of the situation that we are in now is that
we have another Strategic Defence Review due in the
relatively near future, and we have an ongoing
operation that is well above planning defence
assumptions that will go on beyond that date. So we
really do need a bridging methodology that makes
certain that the Department is focused on what is
absolutely important in that interim period, and that
overwhelmingly is Afghanistan. Afghanistan has to
be the main eVort, and, yes, of course, these other
standing commitments and what we can
realistically—while we are in still in Afghanistan the
size that we are—regenerate as contingent capability
is important. We have got to have that focus.
Chairman: Secretary of State, I am going to stop you
there because I think you are answering a question
that Dai Havard did not ask.
Mr Havard: Which someone else is about to ask!

Q137 Chairman: I am also conscious of the fact that
we are going to finish by lunchtime and we would
like it to be lunchtime today! Could you please
consider the question that Dai Havard has just
asked, and it may require a written answer because
of the detail of what he asked.
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Mr Ainsworth: Shall I ask Rear Admiral Richards
just to say a few words?
Mr Havard: All I am trying to get to is that
underneath a word like “methodology” there is
practice and process and we need to understand
what that practice and process is, and what the
timescale and what the evaluation, the metrics and
everything else, are involved with the individual
separate processes and how they combine
collectively.

Q138 Chairman: This is a question which sounds as
though it needs a schedule of some detail.
Rear Admiral Richards: One quick step back if I may,
Chairman. With respect to how we measure
ourselves, and this links to PSAs and DSOs, the
whole of our Defence Planning Assumptions, which
were published in a written ministerial statement of
11 February this year, are pointed at the
Department’s obligations under our Departmental
Strategic Objectives and PSAs. So we organise
ourselves, we focus ourselves in delivering those
Defence Planning Assumptions against those
targets. We then measure ourselves in terms of, I
think it is, the 18 military tasks for which we generate
Force elements at readiness capabilities which we
also report against, those serious or critical points.
We report against those at the moment in a process
called the “balanced score card”. This has many
benefits but where it fails is in the way in which it
directs senior management about what you might do
with respect to measurement. As a result of that, my
team have been taking forward a new focus on a
strategic performance management system, which
the Defence Board, not the ministerial committee yet
but the Board, took about a month and a half ago
and agreed that we would put into a dummy run,
which we will be generating for the new year and for
a full measured system against the target of 31
March this year.
Chairman: That is very helpful to know. Could you
write to us giving more details, please.

Q139 Robert Key: Could I ask two very brief
questions. We all understand that the defence budget
is squeezed given the national financial situation,
and that you have to reprioritise. Is it true that the St
Athan Defence Training Academy has now slipped
way to the right because of constraints on your
ability to spend?
Mr Ainsworth: No.

Q140 Robert Key: That is absolutely on schedule?
Mr Ainsworth: Despite the growth there has been in
the defence budget, yes, of course we are under some
pressure with the fiscal and economic situation in the
operations that we are conducting. As of yet, the
assessment we have had is that it has slipped in the
past, as you know, but there is no further slippage
that I need to report to the Committee.

Q141 Robert Key: The second question, arising from
the NAO Report, is they expressed concern about
welfare provision for forward Forces. Could you just
take this opportunity to explain what are the

Christmas arrangements here for post and parcels
and for free talk time, because that is something,
certainly at a constituency level, there is considerable
concern about?
Mr Ainsworth: Our main problem every year is that
with the generosity of the British public and the
focus that there is on the sacrifice of our people
unsolicited mail swamps the system and prevents
vital and much desired personal parcels and
messages from getting through to our people in a
timely way. That has happened before. We have tried
our level best to guard against it. We have tried not
to turn oV the generosity, because that is the very last
thing we want to do, but we have tried to direct
people to proper channels through which they can
show their generosity and their love. There are
various charitable organisations which will organise
in a way that we can deal with and in a way which
would be wholly appreciated by our troops at
Christmas and not just swamp the system. I go out
to British Forces Post OYce at Christmas—I did last
year—and it is a complete and absolute nightmare.
There are just unaddressed “Commander, Helmand
Province” gifts and some of them are perishables as
well. There are cakes and all kinds of lovely stuV in
there and there is tonnes of it, absolutely tonnes of
it. People are trying to sift through it in order to get
to one that is from a fiance[acute] or a mother to a
son and make sure that that gets delivered on time.
That is our biggest worry. We will be putting in the
usual announcements to enable people to talk to
each other at Christmas as best we can. This is a very
diYcult theatre in which we are operating.
Chairman: Thank you very much. Moving on to
manning issues.

Q142 Robert Key: It is very encouraging that
recruitment has been rising this year, but do you
have the capacity within the training system and
budget to take advantage of the extra inflow of
personnel?
Mr Ainsworth: It has also given us some financial
diYculties, the fact that recruitment has risen more
rapidly than we had assumed. I am not being told
there is a problem in the training capacity by any of
the three Forces, but I will check it out and come
back to the Committee if that is not so.

Q143 Robert Key: I understand that another of the
problems that has arisen from increased recruiting,
which is a very good thing, is that there is now a
shortage of accommodation because of the
additional recruitment, that at a local level there is a
real problem there. Is that the case?
Mr Ainsworth: At places like Catterick, you mean?

Q144 Robert Key: At garrisons around the country.
Mr Ainsworth: In the training establishments?

Q145 Robert Key: Absolutely, and for married
quarters as well?
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Mr Ainsworth: I have not had any reports. You mean
the overall accommodation, whether or not we have
got enough Service family accommodation or
whether or not we have got enough single living
accommodation?

Q146 Robert Key: No, I mean very specifically for
new recruits?
Mr Ainsworth: You mean in the training
establishments. I have had nothing back that places
like Catterick are not coping but I can check it out.

Q147 Robert Key: I would be very grateful if you
could perhaps look into it and let us know. It is
obviously another pressure on you?
Mr Ainsworth: Yes.

Q148 Robert Key: What about the pinch-point
trades here? The figures that we have seen recently
are a bit alarming, to be perfectly honest. If you look
at the Royal Navy Lieutenant Commander XSM
Command Qualified, there is a shortfall of around
40%. Harrier GR7 Instructors, a shortage of around
45%. In the Army there are pinch-points here in
avionics technologists, in all sorts of these pinch-
point areas. How are you addressing that?
Mr Ainsworth: By focused packages aimed at
retention of the individuals in many, many
circumstances, but it is enormously diYcult and
there are often time lags on some of these
recruitment issues to compete with the commercial
sector when they target highly skilled young people.
Our ability to do so on the financial package alone is
very diYcult. We try to target specific allowances
and inducements for people to come and to stay but
it is diYcult.
Rear Admiral Richards: With respect to the pinch-
point trades in particular, and some of those are very
senior oYcers, you are not looking at recruiting
necessarily to deal with that problem, you are talking
about retention. We have seen significant reduction
in voluntary outflow in recent months which will and
is already contributing significantly to the pinch-
point trade position improving. I think we have seen
an improving picture over the last several months
and we would expect to see that continuing. Some of
these things take a very long time to deal with.

Q149 Robert Key: Could I ask you just to clarify for
us the diVerence between first contact recruitment—
people turning up to a recruitment oYce and saying
“I want to join up”—and the number of people who
are eventually recruited and go into training. These
are two diVerent ideas, I think. Whilst it has been
very good to see an increase in actual recruitment
and training which I believe, and perhaps you could
confirm, has led to the military being able to be more
picky about who they take in, is that true?
Mr Ainsworth: We are seeing some evidence of that
both in terms of the quality and quantity of people
signing up to join the Armed Forces and that ought
to, although I have had no specific evidence
presented to me yet, help us with what the Army
dreadfully call “wastage rates” in training. If they
are able to be more selective then we are going to be

able to get more people through training and so it
ought to be a virtual circle. I have not seen figures
which suggest that is the case yet.
Rear Admiral Richards: We have not got definitive
figures on that, but I have embryonic evidence that
the situation on wastage rates is improving
significantly and we are getting many more people
out of the training pipeline than we previously did,
all of which is helping our current position to come
into manning balance in the very near future if we
are not there today.

Q150 Robert Key: One final point, Chairman, on
this. I have heard reports that between October 2008
and October 2009 the number of initial contacts at
recruitment centres has fallen due to the bad
publicity caused by the number of deaths in
Afghanistan and the associated ceremonial of them
coming home, which has actually put people oV
from signing up. Is that correct?
Mr Ainsworth: Our recruitment position has
improved, and improved quite considerably. How
much of that is down to the increased recognition
that there has been of our Armed Forces and the
increased esteem within which they are held and the
recession, it is very hard to say. I would have thought
there is no doubt there is still some resistance from
mothers and family members and attempts to
discourage people from joinin, but we have seen an
improvement, not the other way round.

Q151 Mr Jenkins: With regard to pinch-points, I am
not sure I got the answer I would have liked, to be
honest, and I want to pursue it a little bit more.
Whilst I recognise that anaesthetists are quite a
diYcult post to fill and you have taken them out of
the medical schools or wherever, when I see the
Leading Aircraft Engineering Technician in the
Navy, of which we are 300 short, you can imagine it
is a long training programme possibly but the
youngsters would want to become involved in that
programme while they come out as a qualified
technician, and if we have not got those people the
ones we have got we are overworking, they are
overstretched, with family breakdowns and family
problems and they leave the Services to get a job
elsewhere so it is reinforcing the problem. I do not
have the feeling that you have got a strategy that is
really fit at the moment to deal with these problems.
I know it is diYcult when you have got very small
numbers but with large numbers it is not so diYcult
because you can put a training programme in to deal
with it. When we ask you what are you doing about
it we would like a more positive response, please?
Rear Admiral Richards: I cannot speak—although I
am a Naval aviator—specifically to the Leading
Airman Engineering training, but I do know that for
many of these technical trades it takes three or four
years to get to the Leading Rate level. The
improvements that we have seen in recruiting that we
have reported recently are a function of the last six
or seven months. Our ability to translate that
improvement into an improvement in pinch-point
trades is challenging. With respect to the focus that
the Services give to these pinch-point trades, they are
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very significant. They recruit to the maximum extent
possible that they can into them, but for the
technical trades they require people of a certain
calibre before they can start the training pipeline. On
the availability of those people, the Services are
competing with a range of employers for good
quality people. There is a significant focus on doing
that, but the challenge for us is the time it takes both
to recruit the person in the first instance and then to
train them to the Leading Hand, Petty OYcer, or
Lieutenant Commander level.

Q152 Mr Havard: I think the question implicit in
what my colleague is asking is where are the
emergency training programmes for large groups of
people with these sorts of skills that are not
anaesthetists, doctors and so on? Where is that sort
of eVort coming, because we do not seem to see it?
We would have thought with the volumes like this
that that might be an approach you might look at.
Mr Ainsworth: Let us just get one thing into context,
and not give people the impression that it is so. There
is no shortage of medics in theatre.

Q153 Mr Havard: I am not talking about medics, I
am talking about people like aircraft technicians,
where there are 300 missing?
Rear Admiral Richards: I would say, again, this is not
my specialist area in terms of the training, but in
practice across our Force structure we are very
focused on ensuring that the right levels of training
and experience are linked to the individuals. We have
a requirement to ensure, if they work on aircraft and
other things, that they get the appropriate levels of
training. Short-circuiting the training and
experience pipeline is not something that we are
looking to do.

Q154 Mr Jenkins: Why is it you are saying there is
nothing you can do about this problem? Believe me,
there is something you must do about this problem.
We are asking you what must we do now? What
plans have you got for meeting some of these pinch-
point trade gaps? That is all we are asking.
Mr Ainsworth: I gave evidence to the Armed Forces
Pay Review Body in which they have been notified
of other pinch-points and pointed to our need for
them to take that into account in the remuneration
package they are bringing forward, so this is not
something we are complacent about. We know it has
to be addressed. It is a moving situation. We are
hopeful that some of it will sort itself out over time
as the recruitment position increases, but there are
no easy answers. We have got to try and focus some
of these incentive packages. We have got to step up
our recruitment as best we can and fill the pinch-
point trades as best we can.

Q155 Chairman: Secretary of State, you said there
was no shortage of medics in theatre, if there is a 50%
shortfall in Radiologists Major plus, a 46% shortfall
in Radiographers Corporal, a 53% shortfall in
Anaesthetists Major, then if there is not a shortfall
now there soon will be.

Mr Ainsworth: If you go out into theatre, as I know
that you do, Chairman, you will see the variation
where the people are coming from who are manning
our field hospitals in Bastion and the rest of it. At
any one time there will be a higher proportion of
regulars; a higher proportion of reservists; from time
to time we will hand-oV part of that capability. The
last time I was out there there were a lot of Danes
who were providing a big part of the medical
capability; but I have never seen a shortage. I see a
variation in how we are managing to fill all of those
posts, but I have never seen a shortage and I do not
think you have either.
Chairman: We are relying increasingly heavily on a
smaller and smaller group of people. Voluntary
outflow is something that you did mention.
Linda Gilroy: Perhaps if I could just ask for some
specific information on the last point. Looking at the
diVerent trade shortages in the Royal Navy, Army
and RAF there are shortages of medical nursing
oYcers listed under the Army but not under the
Navy. Earlier on you referred to some uncertainty
about the Naval Reserve and the numbers in the
Naval Reserve; but the Naval Reserve is probably
backfilling a lot of the shortages in those areas. I
would be very interested to know what the manning
level is in this respect. It is probably not something
you could produce now, but if you could give the
Committee a note on it that might be helpful in
understanding the nursing side of shortages
particularly.1 On voluntary outflows, the equation
that makes up readiness and recuperation voluntary
outflows are a very important part of that, and the
Department reported an improvement to voluntary
outflows, yet earlier, when we were talking about the
Joint Personnel Administration not having the
figures for the Army, which represents over half of
the strength of the Forces, I think the last available
figures were for 2006, so how can you actually be
sure that the voluntary outflow is in fact improving
without that key data?
Rear Admiral Richards: In addressing the lack of
JPA information previously, we have done a lot of
work with DASA recently to improve that position,
so I think there is an improving position on the JPA
information. Secondly, whether stuV is input into
JPA or not, we have the reports of individuals on the
ground in the Commands and elsewhere, and in
regiments, battalions, naval ships, an understanding
of the number of people who are applying to leave
the Services, and that is significantly down. The
statistics for it take some time to flow through. I do
not have a definitive number to give you now,
although we will have DASA figures coming out
shortly, but the reports from on the ground, which I
need to get so we can take action in respect of
recruiting and other measures, are that the situation
on voluntary outflows is significantly improving and
the voluntary outflows are reducing significantly.

Q156 Linda Gilroy: So do you really have suYcient
data to target retention initiatives in the Army to the
best eVect? From what you have said, you have but
it is not perfect yet.

1 See Ev 48
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Rear Admiral Richards: For the reasons that we
know, it takes time to grow people for pinch point-
trades. We are absolutely clear that we will need to
continue to use retention initiatives against those
pinch-point trades to address the point that Mr
Jenkins made earlier, which is to use every best eVort
to ensure that we are both retaining the people that
are in those pinch-point trades and recruiting and
training people into them. So whatever the
voluntary outflow does, in respect of the pinch-point
trades I think it is unlikely that we will see a
diminution in the financial retention incentives.
Mr Jagger: You asked if we had the data we needed
to make those judgments. There is some confusion
about the statistics out of JPA. Every time JPA is
mentioned, people think, “Oh, we can’t trust the
numbers.” That is absolutely not true. There are
some technical issues about providing statistical
quality data, which is why you have not seen all the
Army numbers, but we have very, very good data
from JPA and other sources on the Army and
particular trades, outflow and lots of other things.
We can provide more detail in a written answer if
that would be helpful.

Q157 Linda Gilroy: I was just going to say is that
publishable in some form so we can get a sense of
what you mean by that?
Mr Jagger: The process we can write and tell you
about, yes.2

Q158 Linda Gilroy: Are the measures in place to
improve retention, such as the commitment to bonus
working? Are there any deficiencies in what you are
able to oVer to people to retain them, particularly in
those important pinch-point trades?
Mr Ainsworth: There is always a balance, because it
all comes out of the budget at the end of the day, and
you have to try and get a balance of what you want
the bottom-line oVer to the Services to be. That is
something that the Armed Forces Pay Review body
has to juggle with all the time: how much of the
money it puts into pinch-points, how much of the
money it applies to the bottom line, uplifting
salaries. We have seen in the feedback surveys that
we do with our people, which are pretty good; they
have held up quite high, but pay is a growing
consideration among members of the Armed Forces.

2 See Ev 48

Q159 Linda Gilroy: Satisfaction with Service life
does not rate quite so well. Only half of the Other
Ranks personnel surveyed said they were satisfied
with Service life. Is that an acceptable level? Are you
satisfied with that?
Mr Ainsworth: No, you cannot be, but it has not
fallen back, has it? The one that has fallen back, the
one that has changed, is the significance of
remuneration.

Q160 Linda Gilroy: That is just slightly less than
half. The OYcer Ranks are showing overall 64%,
and presumably you would want to see it improve.
Operations and overstretch and the impact of
Service life on family life are cited as amongst the
most common reasons for leaving. How concerned
are you by the numbers exceeding the harmony
guidelines and the way in which that has an eVect as
part of this whole equation on readiness and
recuperation? You will know that this time last year
there were something in the region of 2,000–3,000
serving personnel from the Devon and Cornwall
area, and everybody is wondering at what point they
are going to have to redeploy. Families, what they
are talking about and all these issues work together
to make up how people feel about whether they are
going to stay or whether they are going to go, how
these outflow figures are working. What would be
your assessment? How concerned are you at how all
of that works together? Do you think you are really
stepping up to the mark to do enough?
Mr Ainsworth: As I tried to indicate earlier, this is a
package and you cannot retain the calibre of people
and the numbers of people that you want by pay
alone. It is the oVer to people entering the Services.
Of course, they look at harmony and
accommodation as well as money and the bottom
line, and it is also how they are thought of by the
population at large as well. There has been some
improvement in harmony and it is being managed in
order to try to spread the load better than it was. I
am surprised with us getting out of TELIC that it is
not falling faster but that might be my own
expectations having been too high as to how quickly
we can get back—
Chairman: That is what we are going to get on to
now. The Committee will now move on from the
Annual Report and Accounts to ask some questions
now about the Green Paper and about Readiness
and Recuperation.
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Written evidence

Memorandum from the Ministry of Defence

1. The fourth quarter of 2008–09 showed a large rise in forecast cost increases in military equipment
procurement (figure 1.5, p15) compared to recent quarters. The report identifies four major drivers of such cost
overruns (p107). What is being done to mitigate forecast cost increases and improve performance against DSO
3? What is being done to improve the reported current slippage rate of 26% and 63 months and what level of
slippage does the Department believe it acceptable to bear?

As the Defence Secretary indicated in his statement of 15 October on publication of Bernard Gray’s review
of Defence Equipment acquisition, the Department has implemented a succession of initiatives to improve
acquisition processes, including Smart Acquisition, the Defence Industrial Strategy and the Defence
Acquisition Change Programme. The statement included further steps which we will be taking, in the light
of the Gray report, to build on earlier reform and deliver a radical improvement in performance.

The factors aVecting the performance of military equipment projects within the scope of Departmental
Strategic Objective 3 ( DSO 3) were discussed in the essay on pages 107–108 of the Annual Report and
Accounts. This notes that Defence acquisition faces significant challenges in procuring and supporting some
of the most complex engineering projects available, to be capable of operating in some of the harshest global
environments. In considering projects monitored for DSO 3, the 14 projects initiated after the 2004 Smart
Acquisition reforms have demonstrated better controls than those that preceded them, and show a net
reduction in cost of £4m against their approved levels. Looking at the whole DSO population of 41 projects,
just under half the total cost variation (46%) in 2008–09 was attributable to factors that are largely outside
the Department’s control, such as foreign exchange rates, as well as inflation. Just under a further half was
due to deliberate decisions taken by the Department to reflect changed circumstances or priorities. Technical
issues accounted for the remaining element, some 9%, and covered problems such as cost or time overrun.

The 14 projects initiated after the Smart Acquisition reforms contributed 63 months time slippage (26%)
against the total slippage of 242 months for the DSO project population as a whole.

Defence Equipment and Support (DE&S) continue to embed the principles of Smart Acquisition to
improve performance against cost and time targets. Achieving the balance of military superiority in an
intrinsically unpredictable environment means that many projects sit permanently at the most advanced
edge of technology and are therefore inevitably technologically risky. We seek to share these risks in the most
appropriate manner and strive to deliver within the required cost and time envelopes. DE&S is committed
to up-skilling key professional staV, including through the achievement of professional qualifications, to
ensure they have the skills necessary to continually improve performance.

DSO 3 recognises that realistically, given the scope and complexity of the Defence equipment programme,
some project cost growth and time slippage is inevitable. The targets of 0.4 months per project and 0.2% cost
growth per year agreed with HM Treasury reflect this.

2. General Sir David Richards, the new Chief of the General StaV, is reported as saying in August that “I
believe that the UK will be committed to Afghanistan in some manner—development, governance, security
sector reform—for the next 30 to 40 years”. What are the MoD’s assumptions about the likely trajectory of
costs for operations in Afghanistan over the next few years, given the likelihood of operations continuing for a
significant period into the future?

As we highlighted in our response to the Committee’s comments on our 2009–10 Main Estimate (HC 773),
the increase in costs for this financial year include the additional security costs required for the local
elections, the costs of personnel providing counter Improvised Explosive Device (IED) expertise, additional
capital costs for Urgent Operational Requirements (UORs), and the provision of increased airfield and
associated support infrastructure.

The changing nature of operations means that we cannot predict their cost in future years with any
confidence. We will provide a further estimate for 2010–11 in our Main Estimate submission early next year.

3. Combat operations in Iraq have now ended. Troops have been withdrawn, and you plan to retain only around
100 personnel in the area. How much do you expect the drawdown process to cost in total?

We have now successfully completed drawdown from Iraq with the extraction and remediation of all
personnel and equipment. All UK occupied or managed facilities have been passed over to US forces, or
handed back to Iraqi, or Kuwaiti authorities. The completion of the operational closure phase ensures that
data collection is now fully underway and the full cost of the drawdown will be clearer once this activity is
completed and all receipts collected.

Our response to the Committee’s comments on our Main Estimate (HC 773), noted current costs
associated with the drawdown from Iraq. The main asset impairment (during 2008–09) is a charge of some
£63 million for accommodation/infrastructure (Tier Three); and there was also a constructive loss of £48.9
million for the transfer of four incomplete permanent structures following drawdown. Both were reflected
in the 2008–09 Annual Report and Accounts (HC 850).
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Our total outturn in non-cash proved lower than the provision sought in the Spring Supplementary
Estimates, reflecting the considerable uncertainty in the potential impairments at the time the estimates were
drawn up.

4. Could you give us more detail about the outcome of the exercise to assess recorded assets to determine
whether they should be recovered, gifted, sold or written oV, under Operation BROCKDALE? What value of
assets (equipment and infrastructure) is covered by each category? What key equipments have, or will be, sent
from Iraq to Afghanistan?

Brockdale was the overarching term for the drawdown out of Iraq. Within Brockdale the MoD conducted
an exercise to assess all recorded assets (equipment and infrastructure) to determine whether they should be
recovered, gifted, sold or written oV. This activity was recorded in the Theatre Compendium which was
jointly owned by the Front Line Commands, Defence Equipment and Support and Permanent Joint Head
Quarters. This document listed all Theatre infrastructure and equipment and the relevant asset owners
directed the appropriate treatment for each of the items.

In total over 1.1 million items were accounted for, of which 941,659 mostly low value items were either
sold in situ or otherwise disposed of. The majority of the items disposed of were infrastructure related and
to do with the camps sold to the United States and they ranged from tent pegs upwards. The benefit of this
was that we avoided having to pay for nearly a million items to be shipped back to the UK.

In terms of infrastructure, eight permanent structures were erected in Iraq in 2008 which were no longer
required after drawdown. These buildings were split into two types; those that had been completed, and
those that had not. As advised by the Defence Estate Land Agent the value of the completed buildings was
reduced to a nominal sum of £1 as they were on Iraqi soil and could not be sold. The Departmental Minute
laid before Parliament on the 8 May 2009 refers. The unfinished buildings were treated as a constructive loss
and were reported in the Accounts as a write oV. All of the buildings were handed over to the United States.

The table below summarises the position

Value Equipment Comments Value Infra— Infra Comments
Equipment— All figs in £m
All figs in £m

Gifted 0.457 Contents of Tier 3 protected 45.399 Tier 3 protected structures
structures completed (completed)

Sold 0.960 Local in theatre sales of 27.98 Sale of TDA tented camps
equipment conducted by and cabins to US
DSA. Includes a small
quantity of infrastructure not
sold to the US

Written OV 50.62 Tier 3 protected structures
(part built)

Key equipment sent to Afghanistan from Iraq included:

— 8,000 items of Electronic Counter-Measures equipment;

— 500 sets of body armour;

— 15,000 kg of ammunition; and

— 35 vehicles (support vehicles and civilian armoured vehicles).

5. You have now spent over £4 billion on Urgent Operational Requirements for both operations. Have you made
any assessment of what will happen to this equipment once operations are complete? The net additional costs
to the Department for operations in Afghanistan continue to be met from the reserve. What assessment have
you made of the future impact on the Department’s budget, if Urgent Operational Requirement purchases
become part of the Department’s core equipment fleet?

Urgent Operational Requirements (UORs) are specific to operations and hence not part of the core
Defence equipment programme. After UOR procured equipment has been in service for one year, or at the
end of the operation, (whichever is sooner) its eVectiveness is reviewed against the original capability
requirement. Following this review there are four possible options for the UOR:

— If it has proved eVective in its intended operational context and demonstrated potential utility
elsewhere it may be taken into the core equipment programme.

— If it has proved operationally eVective but has not demonstrated potential utility elsewhere it will
be maintained for the duration of the operation.

— If it has proved only partially operationally eVective it will be run into obsolescence without
further investment prior to end of life disposal.

— If it has proved ineVective, or the capability is no longer required and it oVers no other utility, it
will be disposed of.
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As outlined in a closed session with Committee in May 2009, we are taking a number UOR projects into
core, at a total cost of around £50 million. The general areas covered include military vehicles,
communications and medical equipment. We continue to keep all UORs under review, and, where
appropriate, consider whether to bring them into the core programme.

6. Why does your Annual Report no longer give any information on the target for readiness as has been the
case in previous years? What figure are you aiming for and how is this calculated? Are you satisfied that the
lack of a visible target does not hinder the transparency of MoD performance in this area?

The 2004 Spending Review Public Service Agreement set a target of a weighted average of 73% of Force
Elements reporting “no serious” or “critical weakness”. This target was not carried forward into the 2007
Spending Round agreement, reflecting the fact that such a target had become largely irrelevant when the
Armed Forces have been operating at high tempo and for a sustained period. The target related to readiness
for the entire range of contingent capability and the Armed Force have simply not been able to maintain
readiness across such a broad spectrum whilst ensuring they deliver the highest priority, success on current
operations. The focus is now on recuperation; internal targets are being set to recuperate specific capabilities
rather than a very general measure which does not relate to any specific type of operation. Further detail is
classified at this stage.

7. You were unable to generate the full contingent capability of trained forces for the Joint Rapid Reaction
Force in 2008–09. When do you expect to be able to provide a limited capability, and when do you anticipate
being able to provide the full capability?

Defence continues to generate and sustain high quality, properly trained Force Elements for all
programmed operations. We have also made the regeneration of specific elements of the force structure to
deliver a bespoke contingent Small Scale (SS) Focussed Intervention (FI) capability a priority, in particular
the ability to conduct FI for Counter Terrorism (CT) and complex Non-combatant Evacuations Operations
(NEO). Whilst many of the elements that we plan to have available for this task are not involved in current
operations and remain ready, others within the Joint Rapid Reaction Force (JRRF) have been aVected by
the high operational tempo sustained over the last seven years and need to be recuperated; this will take time
and resource.

The current estimated timescales for recuperation are classified and the Committee has been given them
in closed session, together with an explanation of how they relate to the scales of eVort and associated
military tasks, as part of the Inquiry into Readiness and Recuperation on 28 April 2009.

8. How far do you expect contingent readiness to improve following the drawdown of personnel from Iraq, and
when do you expect to see the improvements reflected in improved readiness figures?

The successful conclusion of operations in Iraq will, on current assumptions, following recuperation,
return overall commitments to within existing concurrency assumptions but, crucially, while Afghanistan
remains a Medium Scale (plus) operation, some force elements such as enablers will continue to operate
beyond those routine concurrency assumptions. The benefit of the TELIC drawdown is being taken firstly
in putting the current Operations Commitments Plot on a more sustainable footing, reflecting the main
eVort of success in Afghanistan. Beyond that the drawdown should, over time and subject to suYcient
resource, enable an increase in readiness and we are focussing initially on recuperation of key Small Scale
capabilities.

9. Why does your annual report not contain any quantification of the costs and timescales of the main NEIP
projects compared to budgets and plans? (DSO 3 PI 3.2) Can you give us more information on your NEIP
projects, for example on the scale of the investment?

The Non Equipment Investment Programme (NEIP) is a central programming tool comprising
approximately 70 funding provision “lines” for a diverse selection of infrastructure programmes. This
approach enables informed judgements to be made on projects looking out over 10 years and by balancing
estate rationalisation costs with the related disposal receipts.

The scale of the NEIP is of the order of £30 billion over 10 years. The Plan covers high value (greater than
£50 million) estate rationalisation projects and Information System-enabled business change programmes,
including PFI projects. Programmes vary considerably, from the delivery and long term support of
Information Infrastructure, long term (up to 30 years) service provision of serviced oYce accommodation.
Examples illustrating the diversity of the Plan include:

— Project Allenby Connaught. In addition to a major £1.4 billion, 10-year, construction programme
involving the new build or refurbishment of 550 buildings and the demolition of 447, the 35 year
project encompasses a wide range of support services including catering, cleaning, transport, estate
management, document production and handling, stores and waste disposal. The Project has a
total through life value of some £8 billion and covers Army Garrisons across Salisbury Plain and
at Aldershot.
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— The Royal School of Military Engineering (RSME), a 30-year Public Private Partnership, worth
some £5.6 billion, which will improve essential training and provide significant investment for new
and refurbished soldier accommodation.

— Defence Information Infrastructure (DII), a £4 billion 10-year programme to provide and support
a single information infrastructure comprising a standard, consistent platform for Defence
applications and deliver a more eVective, modern environment for the sharing of information and
the transmission of messages. Ultimately, it will provide 300,000 user accounts, on 150,000
terminals, spanning 2,000 MoD sites worldwide.

— Main Building Refurbishment (MBR), a £750 million 30 year programme to provide the Ministry
of Defence with secure, modern and eYcient working accommodation in Whitehall.

Following an evaluation of this work we have introduced a more structured and granular approach. We
have completed some initial work on how to best collect, evaluate and report information on the progress
of individual programmes against their specific targets against DSO3, given the potential to be misleading
by applying a single performance target or metric across the various programmes. This will be included in
further reporting.

10. In relation to nuclear deterrent, what was the outcome of the two year concept phase, originally due to finish
in September 2009? Is this now complete and what decisions have been taken as a result?

The Defence Board and Ministers will consider the future deterrent Concept Phase work later this year.

11. What progress have you made in implementing the recommendations from the strategic review of reserves?
What is the status of the 47 recommendations subject to further consideration and resourcing? Do you expect
that these will be implemented at a later date?

The implementation of the Strategic Review of Reserves (Programme CITIZEN) is now well underway
involving the MoD, single Services and other key stakeholders. All programme activity is being co-
ordinated under the direction of the Vice Chief of Defence StaV and is on track with some significant
progress already having been made. The Review of Reserves made 89 detailed recommendations. 46 of these
are being taken forward in the first tranche’ with the remainder (mainly those with resource implications)
requiring additional research and consideration prior to being taken forward. Of the 46 first tranche’
recommendations, six have been assessed as completed, 31 are making good progress with nine requiring
significant additional work. Two small implementation teams, Personnel Policy and Volunteer Estate have
now been established and are leading on the key the areas of Terms and Conditions of Service and the
rationalisation of the Volunteer Estate respectively.

12. In relation to the Departmental Capability Review, Are you on track to achieve a reduction in the size of
Head OYce under your streamlining programme by April 2010? How have these reductions been achieved?

The Department remains on track to reduce the size of the Head OYce by 25% by April 2010. This has
been achieved by a combination of re-deploying approximately 250 military personnel back to front line
posts, a civilian Early Release Scheme, relocations out of Central London and natural wastage. The
majority of these posts were removed on 1 April 2009 and we are currently working on the redeployment
of surplus staV. We are also focussing on materially improving the way the business operates. A small team
has been trained and is supporting business units to improve the way they make decisions, prioritise their
work and measure and continually improve their performance.

13. Table 3.21 (p91) shows defence outturn against the DEL budget. Defence Equipment and Support shows
a Resource under-spend of £507 million against a budget of £15.195 billion. Paragraph 3.103 (p88) suggests
that the under-spend was in large part the result of favourable reassessments of asset lives which reduced
depreciation costs. This reduced depreciation cost may also have contributed to a £1.6 billion dip in DE&S
Resource expenditure in 2008–09 compared with the year before (see page 22). What other factors account for
the £1.6 billion lower DE&S Resource expenditure in 2008–09, compared to 2007–08 and indeed to 2009–10?

The reduction in expenditure from 2007–08 to 2008–09, in addition to the reduction in depreciation is
due to Administration Costs being included in the 2007–08 outturn (Table 31 (p214), Annual Report &
Accounts 2007–08), but excluded from 2008–09 return. These costs are now reported centrally for the
Department as shown in Table 3.21 (p91). The actual outturn of £14,688 million is also shown in this
table. The 2008–09 figure on page 22 was only an estimated figure. The 2009–10 Plan figure is higher than
the 2008–09 outturn as a result of the plan reflecting the normal level of expected non cash costs
(depreciation etc) as opposed to the one oV reductions last year. This was due to a re assessment of asset
lives and capital spares as stated in paragraph 3.103(p88) in the Annual Report and Accounts.
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14. Para 3.139 (p 99) refers to a £195 million shortfall in estate disposal receipts compared with CSR plans.
What discussions has the Department had about the scope for the MoD’s budget being compensated for the
impact of lower estate disposal receipts from the depressed property market? What impact would this otherwise
be likely to have on the department’s spending plans?

As pointed out in the Report, the shortfall was caused by delays and the lower than expected receipts due
to the depressed property market. The impact of depressed market conditions has been discussed with the
Treasury, with the conclusion that the Department should absorb the loss, on the grounds that it had
benefited from gains in earlier years when conditions had been more favourable than expected. The receipts
for delayed disposals will eventually be realised, although they are still likely to be depressed by the market
conditions. The resulting financial pressures were addressed in the Department’s annual planning round.

15. The National Audit OYce has qualified its audit opinion (p183) on the Resource Accounts due both to
material error in military specialist pay, allowances and expenses and to inadequacy of evidence related to
certain income and expenditure and asset holdings (as well as “Votes A” control). The Committee would like
to have a point-by-point analysis of what action the Department is taking on each of the recommendations listed
in the bullet-points on pp196–198 of the C&AG’s audit report.

The answers are as follows:

Question Response

The military pay process

On ensuring that accurate data is held within the The Joint Personnel Administration (JPA)
JPA system Assurance and Compliance Working Group has

been established to provide coherence across
— The Department should establish a task force initiatives to improve and maintain data accuracy.

to systematically correct pay and personnel The Group has already confirmed the areas of
records. There have been some improvements concern that led to the qualification, established a
seen, and more are planned, but a systematic baseline of existing initiatives and initiated
cleansing exercise should be undertaken with additional work. This will lead to improvements in
clear targets for the required levels of accuracy the quality of data held on JPA.
to be obtained and deadlines for the
completion of this work;

— Particular attention should be paid to ensuring The ongoing work on the validation of JPA data
that the Department can meet its statutory will support both in year and annual reporting of
requirements for reporting to Parliament on Territorial Army and Royal Naval Reserve
Votes A manning levels strengths including Vote A requirements. In

addition we are in the processes of both improving
data and cleansing the contract types for the TA.
This work will be completed during 2009.

On access to the JPA system

— A formal review should be undertaken of the The review into the infrastructure and application
existing levels of access to the JPA system and access problems is to report in January 2010, to
whether they are suYcient to allow the enable issues and perceptions to addressed. In
processes to be operated as intended. Where addition, a review of how self-service users, HR
access is insuYcient, alternative arrangements and accounting specialists are trained and remain
should be introduced; up to date is taking place to ensure that users have

the skills and competences to prevent errors arising
and to improve data quality.

— The ability of the Department’s main IT The Department is engaging with all appropriate
platform to support the JPA system going parties to ensure that, for the future, JPA has an
forward should be reconsidered in light of the adequately supported capable IT platform.
other applications which are also dependent on
this IT platform;



Ev 34 Defence Committee: Evidence

Question Response

On military pay process controls:

— The Department should complete the review of The review of controls, which includes the
controls begun last year to identify those that involvement of the Department’s internal auditor,
are key and to consider if further controls are is continuing. The JPA Assurance and Compliance
needed. This review should take account of the Working Group is coordinating a number of
need to reduce the level of error and fraud in initiatives; a review of the control framework, end
relation to basic pay, allowances and expenses to end assurance, closer working with finance staV
to an acceptable level and should ensure that from across the diVerent budget areas within the
there is a proper balance between preventative Department and regular reporting on any suspected
and detective controls. More specifically: fraud. A wider review of training for users and JPA

documentation is also underway.

— consideration should be given to activating The JPA assurance and compliance working group
the JPA system’s capacity to allow line will consider this option.
managers to see each expense claim at the
time it is input. Whilst they would not be
required to authorise the claim, this would
provide visibility of the claims being made
and would provide an early alert on
incorrect or ineligible claims;

— as recommended in my predecessor’s report, The Service Personnel and Vetting Agency (SPVA)
the Department should revisit the level of is reviewing options for the development of
payments above which a manual check is enhanced controls to cover potential erroneous
made. The current level is all net payments payments. This will include enhanced reporting of
over a set limit of £10,000; the results of those checks.

— the monthly 5% check on expenses should The eVectiveness of the percentage level of the
be reviewed in order to determine whether monthly check is reviewed on a rolling basis by the
there needs to be an increase in the % level single Services to ensure an optimal balance is
of checks; achieved between the deterrent eVect of local

checking and the workload thereby engendered.

— the data mining techniques currently being SPVA are working with both Defence Internal
developed should be considered for wider Audit and Top Level Budgets to engage budget
use by budget holders to assist in targeting holders to target charges based on diVerent risk
their checks on the amounts with most risk profiles.
which are being charged to their budgets;

— the Department should introduce a more Options for the development of enhanced controls
formal system to monitor the eVectiveness of to cover potential erroneous payments are being
preventative and detective controls and a reviewed.
mechanism to enable enhancement of
training and/or controls in areas where
errors are being identified;

— reporting of allegations of fraud and misuse The Department has a zero tolerance for fraud. The
of JPA and any underlying trends as well as single Service assurance teams are working together
the subsequent outcomes should be to develop a common assurance regime. They will
enhanced and formalised; also use new data interrogation technology to

detect unusual patterns of transactions and
potential cases of fraud. The instances of
investigated cases of potential JPA fraud will be
specifically monitored over the next two years to
establish trends and improve control.

— the responsibilities of all parties, for example The JPA Assurance and Compliance Working
the TLBs, should be clear and agreed, Group consists of representatives from the Services,

Top Level Budgets, SPVA and Defence internal
Audit. to ensure consistency in all areas of military
pay and allowances across the Department;
including a common understanding of roles and
responsibilities.
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Question Response

— the adequacy of resources available should In some areas resources have been increased and
be reassessed in the light of the evolving the overall adequacy of resources against changing
control environment; requirement is being closely monitored.

On the provision of management information

— the management information available should The adoption of standard reports, already released,
be reviewed to ensure it meets the requirements will achieve greater coherence in reporting. In
of all stakeholders including budget holders on November 2008 new budget management reports
whom the Department is relying for checks on were delivered. Training in the use of these reports
out-turn most notably the TLBs; has now been completed and as a result they are

now being used to better aVect in the front line Top
level Budgets.

On achieving the JPA vision:

— the Department should revisit the timetable for A detailed review of options to address
harmonisation of pay and allowances to ensure harmonisation and simplification is underway. In
the results are achievable and consistent with addition, the Future Pay Structure Study which
its ability to amend the JPA system to cope reports to the Service Personnel Board in March
with the resultant changes; 2010 will consider options for a future pay structure

including greater harmonisation and thus
simplification of pay and specialist pay.

— Service Personnel have a wide range of The JPA Training and Documentation Working
abilities, education and needs. The Group is seeking to review and where necessary
Department should consider the range of improve JPA training and documentation. A review
support needed both at the existing call centre of how self service users and HR specialists are
and in Units is suYcient to ensure Service trained and kept up to date is taking place to
personnel receive their entitlements; ensure that users have the skills and competencies

to prevent errors and improve data quality.

— the Department needs to begin its assessment Oracle 11 will be fully supported until April 2013.
on whether to upgrade to Oracle 12 and make SPVA are already reviewing the costs and options
the necessary preparations to review the for the Oracle upgrade.
current extensions to the COTS product or
make provision for further maintenance costs
from 2012 onwards;

Inventory management

— the Department should analyse the reasons for Stocktaking across the Defence Storage and
the increasing discrepancies in stock counts Distribution Agency (DSDA) is now conducted by
and introduce appropriate additional controls an independent team. Results are reviewed at One
to ensure that stock systems are suYciently star rank and scrutinised to identify trends and to
robust and eYcient to support operational allow for remedial action to be taken at an early
requirements, ensure eYcient stock stage. The combination of preventative quality
management and provide suYciently accurate checks, a strict stocktaking programme, monthly
information for financial reporting analysis of stock adjustments and management
requirements; snap checks will identify problem areas and lead to

corrective action. In 2009–10 40% more items will
be checked than in 2008–09.

— a review should be carried out to confirm and The Material and Financial Accounting
clarify ownership of systems and to identify Programme Board will direct the development of
ways to ensure existing systems and any new essential improvements to current processes,
systems are comprehensive and meet the Information Systems, policy and practice that will
identified needs of key stakeholders; enable the implementation of eVective solutions to

material and financial accounting problems within
the End to End Joint Supply Chain.
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Question Response

— a review should be carried out to examine the The Inventory Optimisation Team will revise and
interfaces between the various stock systems, republish Stock Accounting Reconciliation
including the MEFAR, to ensure that an Requirements. This document will detail the end to
appropriate programme of reconciliations is end reconciliation process, from the Inventory
conducted which will confirm the completeness Stock Management Systems through the Stock
of records and the robustness of data Collation systems to MISA and the accounts’
underpinning the figures in the Department’s General Ledger.
Resource Accounts; New processes for stock system data extraction and

comparison between systems are being introduced.
Full reconciliations are anticipated to be carried
out quarterly, the first to be completed as at 30
September 2009, and these will be made available
to the NAO.

— all stakeholders including the FAPC should be The Material and Financial Accounting
consulted as part of these reviews and before Programme Board will direct the development of
any major changes to the current systems are essential improvements to current, Information
introduced, and Systems, policy and practice processes that will

enable the implementation of eVective solutions to— where there are significant changes in key
material and financial accounting problems withinexperienced personnel whether due to
the End to End Joint Support Chain.rationalisation or other factors, the

Department should put in place strategies
which support knowledge and skills transfer;

Assets accounted for using the MERLIN/MAESTRO systems

— The Department should complete the census The census process has been supported with a
exercise and investigate surpluses and personal letter from Chief of Defence Material. A
deficiencies to ensure that its records can be dedicated team has been established to ensure all
updated; returns are received. All discrepancies will be

cleared and the systems updated to reflect an
accurate position of assets held. Systems changes
aimed at improving asset reporting will be
investigated.

— review the timing of the census exercise and The census date has been brought forward from
consider if it could be carried out more January to September, allowing more time to
eVectively to allow the Department time to be ensure returns are received and discrepancies
able to investigate any reported deficiencies followed up. Instructions have been updated to
and for these to be reflected in the financial ensure clarity at Unit level, where the details are
statements. being recorded. An annual assurance report on the

census will be produced by 31 March 2010 to
inform NAO’s audit.

BOWMAN communications equipment

— the stocktake of BOWMAN equipment should Bowman And Tactical Communication and
be completed to establish as accurate a record Information Systems (BATCIS) provide
as possible and missing equipment should be BOWMAN baseline information to facilitate HQ
formally written oV; Land Forces physical asset verification census. This

is being conducted quarterly in 2009–10. Visibility
levels of around 90% are being achieved. The
balance comprises stock in transit to/from theatre
and assets in the repair loop, both temporarily out
of sight of HQ Land Forces.

— procedures should be developed to recognise The recommendation concerns L class items.
the diVerent types of equipment to enable BATCIS has published a business case to update
more eVective asset management; Joint Service Publication 886, Volume 4. The

change will allow L class items to be accounted for
as consumption on issue from warehouse to reflect
the high value single use nature of the equipment.
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Question Response

— working with the Army and their contractor, Defence Equipment and Support has developed a
the Department should review the procedures Bowman Asset Management Improvement Plan to
for accounting for BOWMAN assets including address governance and accounting issues. A
purchases, issues, assets in the repair loop, working relationship has also been established with
losses, write-oVs and assets in transit. These General Dynamics with a view to enabling them to
procedures should be designed to provide the deliver regular quality management information to
robust management information required for support the MoD’s materiel and financial
operational deployment, stewardship and accounting requirements. The project team is
financial reporting; working with HQ Land Forces to establish a

process to report damaged/destroyed assets,
particularly those arising in operational theatre and
processes to reflect in the Accounts Fixed Asset
Register.

— establishing the levels of visibility required Defence Equipment and Support will continue to
using an eVective management information develop and roll out Bowman And Communication
system and mapping out how to achieve this Management System (BACMS) and Joint Asset
with appropriate allocation of responsibilities Management and Engineering Solutions (JAMES)
and deadlines; systems which will enable serial number tracking

and accounting for Bowman assets. BATCIS will
develop a database of serial numbers as part of the
Bowman radio baseline data supplied quarterly to
HQ Land Forces. As BACMS develops, serial
numbers will be progressively added with physical
locations to improve visibility. Ultimately, JAMES
will hold the Master serial number and location
library.

— as costs have not been updated since 2006, the BATCIS have conducted a re-costing exercise
Unit Production Cost (UPC) of each which confirms the present UPCs. The evidence has
BOWMAN asset should be reviewed to ensure been presented to NAO for their review.
that the value of BOWMAN assets reported in
the Department’s Resource Accounts is
materially correct;

More widely:

— the Department should ensure that no further The Material and Financial Accounting
equipment is issued without NATO stock Programme Board will direct the development of
numbers, where this is the key identifier to essential improvements to current processes,
enable eVective management of the assets, and Information Systems, policy and practice that will

— the Department should review other key enable the implementation of eVective solutions to
equipment lines to ensure that the bespoke material and financial accounting problems within
inventory systems provide adequate records to the End to End Joint Support Chain.
support operational, stewardship and financial
reporting requirements.

16. Does the Department accept all of the findings of the NAO and proposed actions in relation to the Resource
Accounts? What action plans and timescales for implementation have been formulated, and can these be shared
with the committee?

The Department has accepted the audit findings and the Defence Equipment & Support Top Level Budget
and Deputy Chief of Defence StaV (Personnel) area have major improvement programmes underway to
resolve the issues identified.

17. Also on the qualified accounts, what is the Department’s current estimate of the likely extent of specialist
pay and allowances payments that will be recovered, and how much might have to be written oV?

The National Audit OYce results were extrapolated from a sample of the overall population. Further
work to identify the actual number of errors is in hand. Where overpayments are identified corrective action
will take place in accordance with Joint Service regulations

18. What is the Department’s current estimate of the value of undocumented assets that might have to be
written oV? How much of the 11% of Bowman assets not visible to stores accounting systems does the MoD
consider are in the repair loop rather than missing?

Significant progress has been made over the past two years to improve the visibility of Bowman assets.
The Bowman and Tactical Communications and Information System (BATCIS) project continues to
develop and roll out a system to track and account for Bowman assets, which are designed to be easily
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transported and are widely dispersed and heavily used on military operations This will enable us to better
identify the number of assets in service and in the repair loop and demonstrate full fleet visibility. It is
considered unlikely that any asset write oVs due to lack of visibility will be necessary.

19. Page 256 includes a “claim waived or abandoned” in respect of EDS non recovery of costs, amounting to
£9 million. Why can the Department not recover costs from EDS for JPA non-performance?

Under the Service Provision Agreement a maximum charge, that could be invoked, is calculated.
Discretion exists for a smaller sum to be charged where the maximum charge is deemed inappropriate, for
example when the reason for a service delivery failure cannot be apportioned solely to EDS. Additionally,
the charge can be waived in total, for example when a service delivery failure is judged to be as a consequence
of circumstances outside EDS’ control.

The £9 million represents the maximum sum which may be waived against service delivery failures under
the Service Provision during the Financial Year 2008–09. A significant proportion of the charges were not
invoked because service delivery failures were due to factors beyond EDS’ control. Imposing failure charges
for minor breaches would both adversely aVect the partnering relationship between the Department and
EDS, and could be open to legal challenge.

20. The Accounting OYcer’s Statement on Internal Control (p178) and the C&AG’s audit report note that
the complexity of the specialist pay and allowances system was an important underlying cause of the breakdown
in controls on these payments. What consideration is being given to the scope for simplifying and/or
rationalising payments and allowances across the Services?

The Service Personnel Operating Board (SPOB) has considered the issue and a detailed review of options
to address harmonisation and simplification is underway. In addition, the Future Pay Structure Study which
reports to the SPOB and Service Personnel Board in March 2010 will consider a number of options for a
future pay structure including greater harmonisation and thus simplification of pay and specialist pay.

21. What is the cause of the large reductions in the assessed cost of the submarine force elements and Army
field units in 2008–09 compared to 2007–08, as noted at p 240?

The main reason for fall in the cost attributed to the submarine force is the reduction in the value of
provisions for nuclear decommissioning following a review. There were also falls in the value of submarine
related stocks and capital spares consumed as well as a benefit from the attribution of a share of the fall in
departmental overhead costs resulting from the movement on derivative financial instruments associated
with the forward purchase of foreign currency.

The costs allocated to Army Field Units have reduced in 2008–09 (compared to 2007–08) partially as a
result of more of the Army’s 2008–09 costs being allocated to Operations under Strategic Objective 1. There
were also falls in the value of stocks and capital spares consumed by Army Field Units as well as the benefit
of the attribution of a share of the fall in departmental overhead costs resulting from the movement on
derivative financial instruments associated with the forward purchase of foreign currency.

22. The Report notes that under the CSR’s Value for Money savings programme £114 million has been saved
from the drawdown in Northern Ireland (para 3.123). The VFM savings are scored on a counterfactual
basis. To what extent do these savings represent a faster and/or more extensive drawdown than that
envisaged at the time of the CSR in October 2007?

The drawdown in Northern Ireland proceeded in 2008–09 as planned in the 2007 Spending Round and
achieved the VfM savings envisaged. The additional measures mentioned in the Report will materialise from
the final year of the Spending Round period.

23. The Report notes that the MoD is reviewing the “business models” of the Met OYce, DSDA and Oil and
Pipelines Agency (para 3.128). What is the latest position on that work?

Substantial progress has been made since the Operational EYciency Programme final report was
published in April. A detailed update on each review will be published in the Pre-Budget Report in
November.

24. What assessment has the MoD made of the levels of transparency and accountability provided by the new
system of objectives and targets in use in this reporting period? Do you have any plans to change this system?

The Department now supports a number of cross governmental Public Service Agreements while
measuring success against three Departmental Strategic Objectives. Assessments of these objectives and
targets is supported by use of the Defence Balanced Scorecard (as, indirectly, were the previous
Departmental PSAs) and responsibility for delivery of objectives is clear within the related Defence Plan. A
comprehensive review of Performance Management is ongoing in parallel with related internal work on
strategy.

2 November 2009
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Supplementary memorandum from the Ministry of Defence

1. What are the major improvement programmes that have been put in place to resolve the problems identified
by the NAO (National Audit OYce) in relation to resource accounting? When will these be complete? (See
Q 41)

There are two major improvement programmes underway, one to address the Military Pay issues and one
dealing with inventory and Bowman, the details of which are provided below.

Military Pay

The Joint Personnel Administration (JPA) Assurance and Compliance Working Group has been
established to provide coherence across the JPA improvement work which is addressing the problems
identified by the NAO in relation to resource accounting. The major activities are:

— An end-to-end review of the assurance framework to include unit, Service Personnel and Veterans
Agency (SPVA) and Top Level Budget (TLB) activity is scheduled to complete by end 2009; rolling
implementation continues in parallel, with the introduction of a tri-Service unit assurance baseline,
the adoption of common reports by TLB staV and resolution of cross TLB issues.

— Specific and general data validation to improve the overall accuracy of the data held on JPA is
underway and will continue for some time. The review, investigation and correction of anomalies
in the areas identified in the 2008–09 NAO audit are complete. The reports and investigative
techniques used have been extended by the Services for regular use across pay, allowances and
charges as part of their single Service assurance programmes.

— Work to address the complexity of the JPA system, the JPA software upgrade and the simplification
of service pay and allowances is underway; modelling to confirm future requirements is due to start
in March/April 2010.

— The high level review of JPA training and documentation will be complete by the end of 2009;
where significant gaps have been identified the Services and TLBs are implementing short term
solutions. An end-to-end, comprehensive training needs analysis is underway and will report in
early 2010.

— A rolling JPA Culture Change Programme has been agreed and is underway.

— The Services review of JPA application and infrastructure access issues is due in January 2010.

— JPA fraud will continue to be monitored over the next two years to establish trends and improve
controls following promulgation of a zero tolerance policy of fraud by the Services.

Inventory Management and Bowman

There are separate programmes of work being undertaken on these two areas and each will be covered in
turn. A Materiel and Financial Accounting Board has been established to direct the short and longer term
initiatives.

Bowman Asset Management Improvement Plan

The Improvement Plan covers the following areas:

— establishing an asset baseline for the number of items purchased from General Dynamics;

— completion of quarterly asset reconciliations, the first to be completed as at 30 September 2009 for
audit by the NAO as part of the interim audit programme for the 2009–10 Accounts;

— improvements in the management information produced for items in transit; in the forward repair
loop and held temporarily by General Dynamics awaiting repair;

— determining the appropriate management processes for the Project Team to adopt to monitor the
movement of Bowman radios for the remainder of the contract which runs to 2025;

— work is underway to improve the regular census process by concentrating on recording the serial
numbers of the radios held on the systems; and

— establishing a methodology to enable the reporting of damaged/destroyed assets, particularly
those arising in operational theatres.

Progress will have been made on all these issues by the end of financial year 2009-10 but it is unlikely that
the overall programme will be complete until the end of 2010.
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Inventory Management

The improvements in inventory management have been split into two distinct areas, items held by the
Defence Storage and Distribution Agency (DSDA) and the annual census for Merlin and Maestro assets.

Stock Held at DSDA

The following items are included in the stock programme.

— A Stock Integrity Project Team has been created to support the DSDA stocktaking process.

— A Logistics Optimisation team has been created to look and review data quality and accuracy
concerns.

— A programme of stock checking work has been carried out to clear residual issues arising from the
closure of StaVord and Llangennech.

— Stock reconciliation processes are being updated and full reconciliations are to be carried out
quarterly, the first as at 30 September 2009, and the results will be made available to the NAO as
part of the interim audit programme.

It is unlikely that the overall programme will be complete until the end of 2010, however progress has been
made on a number of workstreams including those listed above.

Merlin/Maestro

The annual fixed asset census process for assets held on the Merlin/Maestro systems has been revised
as follows:

— The date for the return of the census has been brought forward to September 2009 which will allow
time for any discrepancies to be investigated before the end of the financial year. A dedicated team
has been established to manage the overall process.

— The instructions for the completion of the census have been updated to ensure unit level staVs are
clear about the requirement when completing the returns.

— The annual assurance report on the census results will be produced by 31 March 2010, in time to
inform the NAO year end audit.

All these activities will have been completed in time for the audit of the 2009–10 financial accounts.

2. Could the Department provide the Committee with further detail regarding the revised metric for readiness
targets? (See Q 68)

Readiness is the term we use for the way the Services maintain military units at varying levels of
preparedness in order to be able to respond to the range of potential operations envisaged in Defence
Strategic Guidance. The system takes Defence Planning Assumptions (DPAs) and assigns Force Elements
(FEs) to Military Tasks (MT) defined by them enabling the allocation of resources and the measurement of
performance. The MoD has a graduated readiness system in place to ensure that the right force elements
(such as a ship, an Army brigade or an aircraft) are ready to deploy to conduct the range of missions that
may be required. MoD Head OYce sets requirements for the three Services in terms of the force elements
needed and the readiness at which they need to be held, and allocates the resources required to achieve this.
Measuring and aggregating readiness is complex, not least because it is based on a judgement of what is
required to enable the Armed Forces to respond to a wide range of potential challenges.

The Readiness at which FEs are held for MTs is driven by the need to deliver certain capabilities in
particular timescales to achieve campaign success. The Readiness of a FE is a combination of time and state
or, put another way, availability and quality. Measurement is considered against 4 criteria; Manpower,
Equipment, Training and Support—the METS criteria.

Readiness is graduated such that a FE at the highest state of readiness has all the METS criteria at a level
that the FE can deploy from its normal location in an appropriate timescale. By contrast, a FE at lower rates
of readiness may have significant deficiencies in one or all of the METS criteria but need only be able to
improve those factors to be ready to deploy within the full time frame. In eVect, holding a FE at lower
readiness is accepting some risk in military terms that the FE will not need to be used within the readiness
time but takes the benefit in lower cost, improved harmony of personnel and so on.

Front Line Commands (FLC) are responsible for delivering Force Elements at Readiness as detailed in
the Defence Plan (DP) Confidential Annex. Funding to achieve this is allocated to the commands and, for
the Equipment and Support aspects, to DE&S. DE&S activity in this regard is determined jointly with the
FLC and encapsulated in a Joint Business Agreement (JBA).
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Changes in Readiness Reporting.

Readiness requirements are now detailed in the Defence Plan Confidential Annex. Individual FE
assessments are aggregated by component (Maritime, Land, Air, C4ISTAR, Logistics and Special Forces)
using the Readiness table which comprises a list of FEs with each having a defined percentage weighting
that reflects, broadly, an assessment of their relative importance to Defence over the near years. The overall
weighted assessment shows the percentage of FEs that does not have either a serious or critical weakness.
The weighting means that if a FE moves from Minor to Serious weakness, and it has been allocated 1% of
value within the table, then the overall readiness metric reported will fall by 1%.

Within the SR04 MoD Public Service Agreement (PSA), the overall target for Readiness was set at 73%
of FEs to have neither a serious or critical weakness. That target was set by reference to previous
achievements. Owing to the impact of operating above DPAs this target was not renewed through CSR07
and there is currently no overall Defence percentage level target. However this does not mean that readiness
is not important, rather that the eVect of sustained operations have rendered the target less meaningful.
Readiness is reported to the DB via the Quarterly Performance Report. While we continue to measure
readiness across the full spectrum the most useful and significant assessments are those of Residual
Capability and Recuperation.

Residual Capacity. This is one of the most important strategic assessments as it attempts to assess what
else can be done. It presents the risk inherent in conducting operations to our ability to conduct other
contingent tasks from an unopposed Non Combatant Evacuation Operation (NEO) (frequent, although less
demanding on Force Structure) through to Medium and Large Scale (MS, LS) operations (less frequent but
greater demand on Force Structure).

Recuperation. Having for some time operated well above, but now approaching, routine concurrency
levels Defence aims to recuperate the force structure to be able to deliver the contingent tasks suggested in
DPAs. This activity will take time and significant further funding from the Reserve. Planning is underway
and initial targets have been set but no measure of progress towards these recuperation targets has been
agreed. Whilst recuperating to defined Small Scale (SS) capabilities is a near-term and relatively well-
bounded problem, recuperating MS capabilities is more complex. The initial target is to recuperate to
specific SS capabilities by 2011 and periodic assessments can made of the ability of the Force Structure to
deliver.

3. The Royal Navy is still undertaking the vital task of protecting the Iraqi oil export platforms inside Iraqi
waters. When will the training of the Iraqi Navy have reached the stage at which this task can be handed over?

The responsibility for protecting the Iraqi oVshore oil platforms will transfer incrementally, as and when
the Iraqis have the capability to take over. This will ultimately depend upon the progress that the Iraqi Navy
make during their training. However, on current plans, the first oil platform will be handed over to Iraqi
control by the end of this year and the remaining platform will follow towards the end of 2011.

4. Could the Department provide further information regarding voluntary outflow levels; the percentage of
personnel on deployment; and levels of medical fitness for deployment in the Army? ( see Q 95—99)

Voluntary Outflow is calculated from figures for Service Personnel who apply to leave the Armed Forces
outside any formal career break points. The average annualised Voluntary Outflow rate for each of the
services is shown in the table below:

2006–07 2007–08 2008–09 Q1 2009–10 Q2 2009–10

RN OYcers 3.1% 4.3% 4.0% 4.1% 4.0%
RN Other Ranks 6.3% 6.3% 6.0% 5.7% 5.2%
Army OYcers — — — — —
Army Other Ranks — — 5.4% 5.1% 4.6%
RAF OYcers 2.9% 3.0% 2.9% 2.6% 2.3%
RAF Other Ranks 4.6% 5.1% 5.5% 5.0% 4.2%

Voluntary Outflow reflects the level of personal satisfaction which can be aVected by factors such as work/
life balance, housing, spouse’s career, family stability, pay etc. Measures to counter such factors are taken
to reduce Voluntary Outflow and in particular for Pinch Point trades through Financial Retention
Incentives. The current levels are lower than average which is largely attributable to the economic
situation. The challenge is to maintain these historically low levels as the economy improves.

Data on reasons for leaving the Army have not been available on JPA since 1 April 07. This is due to;
data being poorly entered onto JPA; problems processing outflow and incomplete Queen’s Regulations on
JPA, which prevented the correct codes being entered. These issues are being dealt with by Army Personnel
Centre, Service Personnel and Veterans Agency and Defence Analytical Services and Advice but further
work is required until they are fully resolved. Voluntary Outflow for Army Other Ranks for the 12 months
to 31 March 2009 onwards is now included.
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The percentage of personnel on deployment

While it is acknowledged that the overall deployment rate for the Armed Forces is around 10%, the precise
number of personnel in each theatre fluctuates on a daily basis for a variety of reasons, including mid-tour
rest and recuperation, temporary absence for training, evacuation for medical reasons, the roulement of
forces, visits and a range of other factors. We do not therefore publish actual figures for personnel deployed
in theatre.

The endorsed force levels for UK military operations are set out in the following table by location.

Location Endorsed Number (at
26 October 2009)*

Afghanistan 9,500(1)

Iraq 100(2)

At sea 1,050(3)

Falklands/South Atlantic 1,500
Qatar 250
Cyprus 300
Kuwait '50(4)

Kosovo '50
Bahrain 150(5)

Oman 150
Bosnia '50
Other(5) 100

* Rounded to 50

(1) On 14 October 2009, the Prime Minister, announced an increase in the number of troops deployed on
Operation HERRICK to 9,500. This new force level will be put into eVect once three conditions are met:
the Afghan government demonstrates its commitment to bring forward the Afghan troops to be trained and
to fight alongside our forces; UK troops are fully equipped for the operations they are asked to undertake;
and that our commitment is part of an agreed approach across the international coalition, with all countries
bearing their fair share.

(2) On 15 June, the Prime Minister informed the House of Commons (OYcial Report 15 June 2009, Column
21) the current number of UK military personnel we expect to remain in Iraq to conduct Navy training and
Maritime support after the withdrawal of the bulk of our forces from southern Iraq and Baghdad. The UK/
Iraq agreement has been ratified by the Presidency Council, and upon exchange of Diplomatic Notes
between the UK and Iraq Governments, the UK will reinsert up to 100 personnel into Iraq to deliver its
mandate.

(3) Numbers at sea in support of Operations TELIC and CALASH.

(4) In support of UK’s mandate in Iraq.

(5) Small scale deployments in support of EU and UN missions, headquarters liaison oYcers and capacity
building activities.

In addition, for each person deployed there will usually be at least two other people committed, either
preparing to deploy or recovering from deployment. There are also large numbers of personnel in direct
support of military operations and tasks which equates on average to another 8% of personnel.

Specifically in relation to the Army, as at 1 September 2009, the strength of the Army was approximately
100,500. Of this total, 36,000 personnel are not available for deployment for reasons such as specific job
roles ie training, supporting the deployed force or are temporarily medically downgraded. Once the elements
have all been taken into account, a total of 64,500 are left—the Land Generated Force Strength.

Of the 64,500 Land Generated Force Strength, 52,500 are available for programmed operations, within
this figure are personnel who will either be on deployment, pre-deployment training, post operational leave
or decompression. The remaining 12,000 are largely split between standing commitments at home (such as
Military Aid to the Civil Authority) and overseas, training support and ‘lifed’ posts (those which are
terminated after a definite length), our NATO commitments to the Allied Rapid Reaction Corps and
Battlegroups.

The Strength of 52,500 needs to be split into 5 in order to maintain a 24 month gap between tours to accord
with Harmony Guidelines, which leaves around 10,000 available for deployment at any one time.

1 Includes pregnancy and maternity.
2 The Army Medical Service includes the Royal Army Medical Corps (RAMC), Queen Alexandra’s Royal Auxiliary Nursing

Corps (QARANC), Royal Army Dental Corps (RADC).
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Levels of medical fitness for deployment in the Army

Arm/Corps/Service Liability Held Strength Fully Limited Total Non Medically Non
(HS) Deployable Deployable Deployable Deployable3

(% of HS) (% of HS) (% of HS)

Army Air Corps 2,344 2,321 1,715 19.73% 6.38% 3.62%
Infantry 24,776 23,547 18,682 9.16% 11.5% 5.2%
Intelligence Corps 776 775 620 11.61% 8.39% 4.77%
Royal Electrical and Mechanical Engineers 3,196 2,891 2,086 17.57% 10.27% 6.95%
Army Medical Services4 2,840 2,432 1,826 16.57% 8.35% 6.66%
Royal Regiment of Artillery 7,903 7,819 6,119 11.86% 9.87% 5.63%
Royal Armoured Corps 5,679 5,524 4,426 11.84% 8.04% 3.96%
Corps of Royal Engineers 9,411 8,812 7,021 12.38% 7.94% 4.02%
Royal Logistic Corps 10,486 9,539 6,966 15.53% 11.45% 7.72%
Mixed5 3,396 2,937 2,256 15.08% 8.1% 4.87%
Royal Military Police 1,170 1,087 873 10.86% 8.83% 5.61%
Royal Signals 6,126 5,255 4,087 13.43% 8.79% 4.95%
Army Total 78,103 72,939 56,677 12.39% 9.90% 5.38%

The above figures are very simple extractions from the raw data provided by units for the 1 October 2009
LFSO 3210 Deployability Return and should be regarded as guideline figures only.

The Army Physical Training Corps (APTC), Chaplains (RAChD) and the Corps of Army Music
(CAMUS) are not included as they do not ‘own’ deployable units. However, there will of course, be
personnel from these Corps included within all the units above, for example, those in the CAMUS typically
have a medical role.

Those of limited deployability are considered as deployable to main operating bases where there are
appropriate medical facilities to meet their needs (although this may not necessarily be in their primary role).

5. Given the Department’s lack of progress against targets for readiness and the continued failure to deliver
equipment to time and cost, what are the grounds for making further cuts to staV numbers in order to improve
eYciency?

In recent years, where the Armed Forces have been called upon to commit to operations above those levels
envisaged in Defence Planning Assumptions, it has not been possible to remain “ready” for the full range
of contingent tasks articulated in Defence Strategic Guidance. Consequently reported contingent readiness
has decreased. This is an entirely expected picture. Improvements across 2008–9 have been driven largely
by new equipment entering service and by the rectification of some defects that had suppressed the metric
during the previous year. The rise is not related to the drawdown from operation TELIC (Iraq) and it is
considered that a full recovery is constrained by the impacts of supporting an enduring operation at beyond
medium scale. We will shortly be publishing our Autumn performance report which will show an anticipated
increase in the percentage of defence showing no serious or critical weakness. his is as a result of the predicted
increase in readiness of specific elements and some benefits from the conclusion of operations in Iraq.

Defence acquisition faces significant challenges in procuring and supporting very complex engineering
projects in very harsh environments. The Annual Report and Accounts examines 41 projects that have
passed the main investment decision. In 2008–09 the cost overrun was £1.2 billion across all projects.
Analysis of the reasons for cost increase shows four generic causal contributors:

— issues outside the MoD’s control;

— International collaborative projects;

— where the Department intentionally chooses to impact the project to reflect changed circumstances
and priorities; and

— technical issues.

Time slippage this year was 242 months across all projects. Analysis of the reasons for time increase shows
three generic causal contributors:

— international collaborative projects;

— where the Department intentionally chooses to impact the project to reflect changed circumstances
and priorities; and

— technical issues—this factor is where the main eVort is focused. This factor accounted for 178
months. DE&S continue to drive forward the principles of Smart Acquisition.—the projects that
were initiated after the most recent reforms in defence acquisition contributed 63 months slippage
against the total of 242 months. Achieving the balance of military superiority in an intrinsically
unpredictable environment means that many of our projects sit permanently at the most advanced
edge of technology and are therefore inevitably technologically risky.

3 Includes pregnancy and maternity.
4 The Army Medical Service includes the Royal Army Medical Corps (RAMC), Queen Alexandra’s Royal Auxiliary Nursing

Corps (QARANC), Royal Army Dental Corps (RADC).
5 Units such as brigade HQs, where personnel are of various cap badges.
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Our overall financial position is tight and we have had to take some diYcult decisions to balance plans
and resources. These are challenging times and like all Government departments, we have to live within our
means. We routinely review our spending to balance priorities, focusing our spending on the highest
priorities which include our operations particularly in Afghanistan. We continually strive to improve
eYciency and whilst decisions have not yet been made, future planning round options may involve
reductions in staV numbers.

What are the grounds for implementing such a large number of change projects at a time when there are so
many operational demands on the Armed Forces?

The demands of current operations, principally in Afghanistan but including other operations elsewhere
in the world, do present a very considerable challenge for the Department. But we must not use that as an
excuse to avoid the pursuit of programmes intended to improve the way in which the Ministry of Defence
delivers. Indeed, it is arguably more important in these circumstances that change programmes are
vigorously pursued, so as to maximise the investment that can be made in the front line. The wider challenge
does emphasise the need to have strong governance arrangements in place so as to ensure both that the right
change programmes are taken forward by the Department, and that the programmes that are taken forward
deliver the benefits which have been identified. But we believe the mechanisms we have in place, particularly
the strong emphasis we place on high level leadership through designated Senior Responsible Owners and
wide stakeholder engagement will enable the Department to do this. Thus the Department will be able to
exploit the benefits available from the change programme to maximise potentially life-saving investment in
the front line by delivering modernised and eYcient supporting services, and so provide the maximum
military capability as eVectively as possible within the Defence Budget.

With savings of £650 million in 2008–09, the Department is less than a quarter of the way to achieving Value
for Money target savings of £3.15 billion by 2010–11, but is one third of the way through the reporting period.
Given the ever increasing costs of the equipment programme and the pressures on the Armed Forces from
current operations how confident is the MoD of being able to meet this target?

The VFM delivery profile is not linear. In some cases this is because costs are netted oV up front, in other
cases it is because of the nature of the initiative. Our Autumn Performance report stated MoD had achieved
in the order of £1.2 billion of VFM savings in the first 18 months. We are on track for delivery of around
£2 billion savings by the end of the current financial year. As such, we are firmly on track for delivering the
original £2.7 billion VFM target. Further work is on-going to fully define the extra £450 million for
FY2010–11 announced at Budget 2009, MoD’s contribution to the Operational EYciency Programme
recommendations. However, a number of studies are underway to define these savings, some of which will
be implemented through our Planning Round 10, and we are confident of meeting the final target.

Which areas will be targeted in order to achieve further savings?

The MoD routinely reviews its spending plans to ensure that resources are focussed towards the highest
priorities, in particular operations in Afghanistan. The 2010 Planning Round is currently underway and a
wide range of potential measures are being considered. Until decisions are taken by Ministers it would not
be appropriate to set out the measures in detail. However, examples of lower priority areas include travel
and subsistence, overtime, and the use of external assistance; these have all been subject to restrictions in
recent planning rounds.

6. Is the £25 million going towards R&D enough? Is there scope for further investment to be made? (see Q110)

The development of the Defence Technology Plan (DTP) launched online earlier this year has produced
a balanced and coherent programme which is largely being delivered through a range of contracts with
government, industry and academia research providers. MoD has also introduced the Performance
Assessment Framework (PAF) to assess customer’s needs against a criteria of Operational Relevance,
Exploitation, Building S&T Capability, S&T Quality and Innovation. PAF is delivering a more focussed
programme that maximises the value of our investment in research. MoD has the challenge of balancing
immediate objectives, like support to operations, whilst also preparing for the security challenges of the
future. The Department has to spend within its means now and in the future.

7. Why are so many data loss incidents still being reported one year on from Sir Edward Burton’s report? Have
procedures really improved? (see Q 110)

The figures reported in the Annual Report and Accounts relate to losses of personal data between April
2008 and March 2009. This period straddles the publication, in June 2008, of both Sir Edmund Burton’s
Report and the Cabinet OYce Data Handling Review. Publication of these reports increased awareness
across MoD of the importance of personal data and the requirement to report incidents involving its loss.
The increase in figures can partly be attributable to this factor.

Another significant cause of an increase in figures was the measures the department took to implement
the recommendations of the two reports. For example conducting audits of holdings of removable media
brought to light instances where items that may have contained personal data could no longer be
accounted for.
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Although losses do continue to occur, the numbers in 2009 have significantly reduced both in number and
severity; since April 2009 we have only reported two incidents to the Information Commissioner’s OYce,
and increasingly devices involved in incidents are fully encrypted thus minimising the risk of compromise
of any information they contain. MoD remains aware of the challenges and continues to take the necessary
steps to further reduce the likelihood of future incidents occurring. We have completed 41 of the 51
recommendations from the Burton Report and both Sir Edmund and the Information Commissioner are
content that those outstanding remain so only because they require longer timescales to implement. We are
working hard to deliver those outstanding recommendations and are also working towards our long term
goal of achieving Level 3 compliance with the Information Assurance Maturity Model by April 2012. Level
3 requires that Information Assurance is seen as Business Enabling, implicit in which is Information being
treated as a strategic asset. We have made good progress towards this goal by identifying Information Asset
Owners for all our information assets and ensuring that those owners understand what their role entails.

We have made excellent progress delivering Protecting Information training to our staV. A recent review
of progress showed just fewer than 91% of staV had undertaken the training. Within our major personnel
and vetting centres (the People Pay and Pensions Agency, Service Personnel and Veterans Agency and the
Defence Vetting Agency), close to 99% of staV have successfully completed training. To train such a number
of personnel in a diverse and globally dispersed organisation, many of whom are engaged on combat
operations, has been a huge challenge and we are proud of the eVorts made by our staV to enable this
position to be reached. We are committed to ensuring that those who have not yet been able to train due to
operations overseas do so when they return from duty.

PUS as the Accounting OYcer has ultimate responsibility for Information Assurance and, along with
Defence Board colleagues, recently received training to help him discharge that duty. At the working level
the Chief Information OYcer (a 2* Senior Civil Servant) in his additional role as Senior Information Risk
Owner is the MoD lead for all matters relating to Information Assurance. At the Ministerial level the lead
is taken by the Minister for the Armed Forces.

In addition, PUS undertook to take away the issue of what the department does to encourage people
studying medical courses at university to consider a career path in the military.

Information about career opportunities for those who may wish to pursue a medical career path in the
military doctors is disseminated to medical students in a variety of diVerent ways: through the Internet, by
Careers Advisers, by OYcers Training Corps, and by each Services medical Recruiting Department which
visits Universities, Student Careers Fairs and various national events such as the MedLink Careers Fair,
which oVers advice to 16–18 year-olds and which draws an average yearly attendance of 8,500. When funds
permit advertisements are placed in the medical, dental and nursing press.As a result of these measures to
advertise the medical cadetship scheme (by which the Armed Forces sponsor medical students through the
final three years of medical training in return for a period of service after qualifying in medicine) we have
attracted more high quality applicants than we currently have room for.For the Army, approximately
100,000 medical students attend one of our monthly Acquaint Visits at Camberley each year to find out more
about career opportunities in medicine within the Army.Nearly half of these go on to apply to join the Army
as medical cadets and the best 30 are awarded cadetships each year. Other good candidates (including the
best of the applicants who were not awarded medical cadetships) are encouraged to consider applying to
join the military once they have qualified as doctors, dentists or nurses.

2 December 2009

Further supplementary memorandum from the Ministry of Defence

1. Do you have Action Plans in response to the NAO Report: Support to High Intensity Operations (HC 508
2008–09) and to the subsequent PAC Report (HC 895 2008–09)? The Committee would like a copy of the
latest iterations of these Plans.

The Department is currently in the process of drafting the Treasury Minute in response to the Public
Account Committee’s report into Support to High Intensity Operations. We are expecting this to be laid in
Parliament around 14 December.

2. Dai Havard asked questions about the statement, in the Secretary of State’s letter to the Chairman about the
Strategy for Defence on 27 October, that “We will improve the strategic management of the Defence through a
new framework with this strategy at its heart, giving firm direction to those responsible for delivery and holding
them to account though a revised and relevant performance management system”. The Secretary of State
agreed to write setting out the detail of the revised performance management system including the processes
and content of the performance management system and the timetable for its full delivery to the MoD with any
interim target dates. The Committee would like to see the output of the “dummy run” of the system recently
undertaken by the Defence Board, as described by Admiral Richards. The Committee would also find it useful
to have an explanation of how the performance indicators and other metrics fit in with the reporting on progress
against PSA and DSO targets.
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As part of the pre-Defence Review work on Strategic Management, the Department is revising its top
level performance management system in order to better enable the Defence Board to assess both how well
the Strategy is being implemented, and whether the Strategy is delivering policy eVectively. The work is at
the developmental stage, with a prototype report expected to go before the Defence Board in February.
Meanwhile, the current Defence Balanced Scorecard will run through Financial Year 2009–10 and will form
the basis of the 2009 Annual Report and Accounts. The new system is expected to become operational in
the Spring in order to provide a baseline of strategic performance information prior to the Defence Review.
Following initial implementation, the system will be subject to continuous improvement in order to ensure
it remains best aligned to Defence business.

The outline design of the new system is based on an assessment of the utility of the current Balanced
Scorecard and Quarterly Performance Report in the context of the challenges faced by Defence today,
including, for example, the challenges posed by enduring current operations, and in the future, and of a
survey of other performance management systems and current academic literature. It is being designed and
implemented entirely by the core staV of the Department.

It is proposed that there is an annual strategic performance report which will allow the Defence Board
to better understand strategic progress and direct the Department accordingly. In addition, a more focused
quarterly report will provide the Defence Board with assessments of delivery performance against key
objectives. PSA and DSO targets that sit within the CSR07 settlement will continue to be reported on in the
usual manner, but with underpinning information provided from the new internal performance system.

We would be happy to share the prototype report with the Committee once the Defence Board has judged
it to be suYciently mature, probably by March 2010, and would suggest this is accompanied by a brief in
order to explain the new framework fully.

3. The Committee would be grateful for confirmation that the Defence Training Review has not slipped further
to the right and is not being delayed because of current funding or other diYculties.

Following the successful conclusion of negotiations with the preferred bidder, Financial Close for the
Defence Training Review is provisionally programmed for the end of November 2010. This is later than the
previously announced date of Summer 2010, primarily because in the current financial climate, it is likely
to be more complex for the preferred bidder to obtain bank funding than initially anticipated.

Work is being undertaken on the commercial core of the project agreement to provide the necessary
confidence to enable the provisional programme to be confirmed before the Parliamentary Christmas
Recess.

4. Clearly, the recent improvements in recruitment have resulted in some financial pressures because of
additional resources needed to pay the recruits. The Secretary of State told the Committee that, as far as he
was aware, these improvements in recruitment had not resulted in gaps in any other aspects of the resources
needed for new recruits such as training capacity or the provision of accommodation. The Committee would be
grateful for any information about the strain on initial and other training given the increased number of recruits
and also on accommodation for new recruits and their families.

Overall the military training system has addressed successfully the Phase 1 (recruit) and Phase 2
(specialist) training challenges presented by the requirements of recruitment.

The Committee should be aware that the MoD policy only provides accommodation for families once
recruits have finished their professional training (phase 2 training). More specific detail for each of the single
Services is as follows:

Royal Navy—The Royal Navy has no problems with the capacity of its accommodation related to the
influx of new recruits. There are, however, issues in relation to the quality of what is now regarded as ageing
accommodation for both Royal Navy OYcers and Ratings at both HMS RALEIGH and Britannia RN
College. To mitigate, there are, plans in place with the Royal Navy Estates Organisation to upgrade and
replace the relevant accommodation over the coming years.

Army—The increase in recruits has meant the Army has had to increase the number of instructors
(training teams) but all of this has been within the Army Recruiting and Training Division’s capability. The
Army has the infrastructure (in terms of both accommodation and training capacity) to cope.As interest in
a career in the Army increased at the latter end of 2008, the Army were able to use this information to
forward plan and prepare for the surge in training.

Royal Air Force—The RAF training system has adapted well to meet this challenge, with resources re-
allocated to Phase 1 and 2 Training Establishments to enable them to deliver the training quality and
quantity required. A number of specific measures have been taken, including the re-activation of
accommodation blocks and the provision of additional training staVs. The RAF training system is currently
focused particularly on ensuring that the trainees progress through Phase 2 training in a timely and
eVective manner.
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5. The Committee would also be very interested in information on improvements in both the quality and the
quantity of new recruits and, in particular, recent wastage rates during training compared to those in
previous years.

Royal Navy—Over the past 18 months there has been a significant increase in recruiting of Royal Navy
Ratings and Royal Marine Other Ranks in order to achieve manning balance as soon as possible and full
strength by 2011. There has been no significant increase in Royal Navy/Royal Marine OYcer recruiting over
the same period. To a greater extent the quality has been maintained.

Army—In February 2009, graded selection was introduced to identify the best candidates from the
selection process in order to expedite their entry into training. Graded selection assesses the mind, body and
character of potential recruits and is measured in terms of Commitment, EVort, Suitability and Attainment/
ability. Successful candidates are then graded, which enables the Army to train “the best first”. Although
early results are promising, it will be some time before the Army will be in a position to examine which factors
really make a diVerence in selecting the right people and guiding them towards the right career.

The quantity of individuals passing through Phase 1 and Phase 2 establishments is in excess of 100%. In
numerical terms, there have been 2–3,000 more recruits in training at any particular time than in 2008–09.
Wastage has also significantly decreased. It currently resides at a rolling 12 month average of 28.9%
compared with 34.1% in April 06. This has been due to increased investment in nurturing and retention in
training initiatives, along with the influences of the economic environment over the last year.

Royal Air Force—The standard of the successfully selected recruits remains high and continues to meet
the input standards of the RAF. The current economic situation has undoubtedly led to an increase in the
number of applicants and consequently an increase in recruitment in the year 2008–09. We remain mindful
that, in the future, the economic situation should improve, which may cause the level of applications to fall
to previous levels.

The wastage rate for ground airmen in Phase 1 training is currently 8% for 2009–10, which compares
favourably to 10% in recent years. The wastage rate for OYcers for 2009–10 is currently 6%, compared to
4% for 2008–09. It is expected to return to historic norms by the end of the year.

6. Terence Jagger said that the MoD expected more information to be available from DASA on the manning
numbers of the Army. The Committee would be grateful to know when this information will be available. The
Committee would also like to know what type of information will be available on manning, recruitment and
retention including of pinch point trades and if it will include data on the breaking of harmony guidelines in the
Army and other Armed Services.

The latest UK Armed Forces Quarterly Manning Report containing data as 1 October 2009, was
published on 26 November 2009. The report includes the latest breakdown of the full-time trained strengths
and requirements including breakdown by sex and ethnic origin and the numbers recruited (intake) into the
Armed Forces. A full copy of the report is attached.

Retention of Service Personnel remains a high priority, particularly for those personnel who are in Pinch
Point trades, in order to maintain operational capability and robust manning structures. The decreasing
level of Outflow over the past 12 months (predominantly as a result of less Voluntary Outflow rather than
a reduction in Planned Outflow) is very encouraging and the focus is now swinging towards maintaining
these levels as the economy improves over the next few years. Current retention levers such as Financial
Retention Incentives, career breaks, the Tri-Service Commitment Bonus and improved support to families,
will be essential and must continue to be refined and targeted at the most vulnerable trades.

The Manning Report does not include data on breaking harmony as this is not routinely published.
However, as at Quarter 2 (1 July 2009), the percentage of personnel breaking Harmony Guidelines is as
follows:

Royal Navy—less than 1%;

Army—10.3%; and

Royal Air Force—5%.

7. The Committee would like to know the latest position on manning levels and on voluntary outflow for each
of the three Services, in particular, the Army.

The Trained Strengths as at 1 October 2009, which are subject to ongoing validation are:

(a) The Armed Forces: 174,890; 97.98% of the 178,490 requirement.

(b) Royal Navy: 34,980; 98.1% of the 35,660 requirement.

(c) Army: 100,450; 98.5% of the 101,980 requirement.

(d) Royal Air Force: 39,460; 96.6% of the 40,860 requirement.

Voluntary Outflow is calculated from figures for Service Personnel who apply to leave the Armed Forces
outside any formal career break points. The average annualised Voluntary Outflow rate for each of the
services is shown in the table below:
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2006–07 2007–08 2008–09 Q1 2009–10 Q2 2009–10

RN OYcers 3.1% 4.3% 4.0% 4.1% 4.0%
RN Other Ranks 6.3% 6.3% 6.0% 5.7% 5.2%
Army OYcers — — — — —
Army Other Ranks — — 5.4% 5.1% 4.6%
RAF OYcers 2.9% 3.0% 2.9% 2.6% 2.3%
RAF Other Ranks 4.6% 5.1% 5.5% 5.0% 4.2%

Voluntary Outflow reflects the level of personal satisfaction which can be aVected by factors such as work/
life balance, housing, spouse’s career, family stability, pay etc. Measures to counter such factors are taken
to reduce Voluntary Outflow and in particular, for Pinch Point trades, through Financial Retention
Incentives. The current levels are lower than average which is largely attributable to the economic
situation. The challenge is to maintain these historically low levels as the economy improves.

Data on reasons for leaving the Army have not been available on JPA since 1 April 2007. This is due to:
data being poorly entered on to JPA; problems processing outflow and incomplete Queen’s Regulations on
JPA, which prevented the correct codes being entered. These issues are being dealt with by Army Personnel
Centre, Service Personnel and Veterans Agency and Defence Analytical Services and Advice, but further
work is required until they are fully resolved. Voluntary Outflow for Army Other Ranks, starting with the
12 months to 31 March 2009, onwards is now included.

8. Given the shortage of nurses in the Army, the Committee would like to know manning levels for the various
types of nurses in the Royal Navy, the Army and the Royal Air Force including, separately identified, those in
the Reserve Forces.

In line with a recent PQ 00107X we will be placing a copy of the Defence Medical Services Manning
Statistics in the library of the House, once we have compiled the most recent set of statistics.

9. The Secretary of State agreed to provide a note on what is meant by the figure “17% of the Armed Forces
are deployed” used in the MoD Annual Report 2008–09, setting out where exactly these people are.

As at 31 March 2009 there were 172, 596 fully trained military personnel out of which 20,052 (17%) were
deployed on operations and undertaking Military Tasks. There are 18 Military Tasks that reflect the full
range of tasks and operations which the United Kingdom (UK) Defence should expect to undertake.
Military Tasks are grouped under four generic headings: Standing Strategic Tasks, Standing Home
Commitments, Standing Overseas Commitments and Contingent Operations Overseas. There are 18 tasks
encompassing the independent nuclear deterrent, strategic intelligence and data gathering vital to gaining
insight and understanding of the strategic environment, protection of UK sovereignty, security at home in
support of Other Government Departments, projection of the Armed Forces public profile, national
obligations to Overseas Territories, commitment to international alliances and partners (as a means of
safeguarding UK interests overseas), the promotion of UK influence and support around the world, and
the range of contingent operations which may demand the commitment of UK Armed Forces.

UK Armed Forces were deployed extensively, principally across Afghanistan, Iraq, the Balkans, Cyprus,
Democratic Republic of Congo, Sudan, Dafur, Georgia, Liberia, Sierra Leon, Nepal, Horn of Africa,
Northern Ireland, Falkland Islands, Ascension Islands, Gibraltar and British Indian Ocean Territories.

Although figures vary on a daily basis, UK Armed Forces were deployed:

(a) On contingent operations overseas, predominantly in Afghanistan (8,100) and Iraq (5,483).

(b) On United Nations operations in the Balkans (Kosovo (156) and Sarajevo (14)), Cyprus (277),
Democratic Republic of Congo (6), Sudan (6), Georgia (5), Liberia (3), Sierra Leon (1), Nepal (1)
and EU African Mission in Sudan/Darfur (AMIS) (3).

(c) Meeting continuing standing commitments with forces in Northern Ireland (304), Cyprus (2,277),
the Falkland Islands and Ascension Island (1,063), Gibraltar (125) and British Indian Ocean
Territories (36).

(d) Contributing to the NATO standing naval presence in the Atlantic and Mediterranean.

(e) Maintaining the UK’s independent nuclear deterrent, continued to protect UK airspace and
waters and provide support to the civil authorities for search and rescue, fishery protection, bomb
disposal and counter-drugs activities.

(f) Contributing to HMG’s counter-terrorism strategy by delivering military advice and assistance
across all four strands (PURSUE, PROTECT, PREPARE, PREVENT), including training
assistance to a number of high priority countries in capabilities such as land and maritime border
security, counter-terrorist detention, public order, and aviation security.

(g) Supporting UK led Counter Piracy operations oV the Horn of Africa as part of NATO, EU and
Coalition initiatives as well as helping protect World Food Programme shipping.
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10. When will the concept phase for Trident be announced and what are the reasons for the delay?

We had originally planned to consider the Concept Phase in Autumn, but further time has been required
to ensure that we take decisions based on robust information. We are aiming to be in a position to make an
announcement early in the New Year.

11. The Secretary of State agreed to provide the Committee with a copy of the classified Recuperation
Directive. The Committee would be grateful for an explanation of the latest state of play on planning for
recuperation.

Please see classified note accompanying this document.

12. The Committee would be grateful if the MoD could set out what the sum of £300 million agreed with the
Treasury for recuperation will cover, and what the MoD will have to bear from its own budget. Could you
confirm that this £300 million will be provided by the Treasury.

Please see classified note accompanying this document.1

4 December 2009

1 Not printed.
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