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Treasury review of public spending misses the fundamentals, warns CSJ in new report 

The Treasury’s urgent review of state spending misses the fundamentals and needs drastic changes if it is to secure genuine value for money, an influential think-tank warns in a new report published today.

The report from the Centre for Social Justice criticises the Treasury for failing to identify the benefits to society that public expenditure is seeking to achieve.

Ministers are effectively flying blind, under orders to cut programmes by up to 40 per cent but with confused guidance about their departments' objectives and how they should choose between spending options.
The danger of this approach is that effective programmes, making a real contribution to the country’s well-being will be axed, while other wasteful or pointless spending will survive.

Gavin Poole, Executive Director of the CSJ, warns: “Our fear is that cuts will be made the wrong way. Instead of assessing the true productivity of programmes and cutting those that are ineffective, we will see salami-slicing: equal cuts off all programmes, good and bad.

“We will see cuts based on political calculation from politicians and cuts based on administrative ease for Civil Servants.

“What we won’t see is an overarching rational approach which looks at what works in achieving the Government’s core objectives.
“We won’t see this because so far there has been no clear statement about what outcomes the Government is trying to achieve.
"Ministers are effectively flying blind, under orders to cut programmes by up to 40 per cent but with confused guidance about their departments' objectives and how they should choose between spending options."
“The Spending Review Framework announced the end of the public service agreement targets, but was completely silent on what should replace them.”

The CSJ’s report has been submitted to George Osborne, the Chancellor, with the aim of injecting a more rigorous and businesslike approach to the spending review, due for completion by October.

It recommends that the Treasury adopts the disciplined, business-oriented approach to public spending pioneered in the USA by Washington State. It has set up an independent body known as the Washington State Institute for Public Policy to assess the cost-effectiveness of social spending.

WSIPP has produced startling results. When it found that the intensive early intervention initiative Nurse Family Partnership generated almost $3 in savings for every dollar invested, the state invested in this programme and culled less effective ones.

The CSJ report urges the Treasury to follow business practice and put return on investment at the heart of its spending decisions. It should take into account not just the financial value created from a spending programme, but the social value as well. This way worthwhile programmes will be expanded and ineffective ones identified and scrapped.

For media inquiries, please contact Nick Wood of Media Intelligence Partners Ltd on 07889 617003 or 0203 008 8146 or Alistair Thompson on 07970 162225 or 0203 008 8145.
ENDS
NOTES TO EDITORS
2010 Comprehensive Spending Review: Submission from the CSJ is available on the CSJ website. A full version of this report will be published in the autumn.
The Centre for Social Justice is an independent think tank established, by Rt Hon Iain Duncan Smith MP in 2004, to seek effective solutions to the poverty that blights parts of Britain. 
In July 2007 the group published Breakthrough Britain. Ending the Costs of Social Breakdown. The paper presented over 190 policy proposals aimed at ending the growing social divide in Britain.

Subsequent reports have put forward proposals for reform of the police, prisons, social housing, the asylum system and family law. Other reports have dealt with street gangs and early intervention to help families with young children.

The Rt Hon Iain Duncan Smith MP stood down as Chairman of the Centre on his appointment as Secretary of State for Work and Pensions in May 2010 and is now the Founder and Patron.

