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The Treasury Committee

The Treasury Committee is appointed by the House of Commons to examine the
expenditure, administration, and policy of HM Treasury, HM Revenue & Customs
and associated public bodies.

Current membership

Rt Hon John McFall MP (Labour, West Dunbartonshire) (Chairman)

Nick Ainger MP (Labour, Carmarthen West & South Pembrokeshire)
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Ms Sally Keeble MP (Labour, Northampton North)

Mr Andrew Love MP (Labour, Edmonton)

Mr George Mudie MP (Labour, Leeds East)

Mr Sién Simon MP, (Labour, Birmingham, Erdington)

John Thurso MP (Liberal Democrat, Caithness, Sutherland and Easter Ross)
Mr Mark Todd MP (Labour, South Derbyshire)

Peter Viggers MP (Conservative, Gosport).

Powers

The Committee is one of the departmental select committees, the powers of
which are set out in House of Commons Standing Orders, principally in SO No.
152. These are available on the Internet via www.parliament.uk.

Publications

The Reports and evidence of the Committee are published by The Stationery
Office by Order of the House. All publications of the Committee (including press
notices) are on the Internet at www.parliament.uk/treascom.

A list of Reports of the Committee in the current Parliament is at the back of this
volume.

Committee staff

The current staff of the Committee are Colin Lee (Clerk), Sian Jones (Second
Clerk and Clerk of the Sub-Committee), Adam Wales, Jon Young, Anna Leach,
Jay Sheth and Harry Marin (Committee Specialists), Lis McCracken (Committee
Assistant), Michelle Edney (Secretary), Tes Stranger (Senior Office Clerk) and
Laura Humble (Media Officer).

Contacts

All correspondence should be addressed to the Clerks of the Treasury
Committee, House of Commons, 7 Millbank, London SW1P 3JA. The telephone
number for general enquiries is 020 7219 5769; the Committee’s email address is
treascom@parliament.uk.
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Summary

Overall spending prospects

In this Report we consider the prospects for public spending up to 2010-11. The planned
rate of growth in overall spending in coming years is significantly slower than the rate of
growth delivered in recent years—2.1% from 2008-09 to 2010-11 compared with 4.0%
from 1999-2000 to 2007-08. The impact of the slowdown on departmental spending
within Departmental Expenditure Limits because Annually Managed Expenditure in the
coming years is projected to rise at the same rate as overall public spending, whereas such
expenditure has generally risen more slowly in recent years than spending within
Departmental Expenditure Limits. Pressures on spending may be exerted by cost pressures
in particular sectors, the impact of population growth and public sector wage settlements.

Efficiency and value for money

The efficiency programme for the period covered by the Comprehensive Spending Review
are stretching and highly ambitious. Efficiency savings must be measured net of
implementation costs and must be cash-releasing. We recommend that the Government
state explicitly that financial savings during that period will only be recorded as efficiency
savings if there is sufficient evidence that service standards have at least be maintained and
that such evidence be the subject of regular external audit by the National Audit Office. We
welcome the Government’s decision not to impose explicit targets for reduction in Civil
Service numbers for the period from 1 April 2008.

Child poverty

We emphasise that efforts to meet child poverty targets, including the new target relating
to material deprivation, should not lead to an insufficient concentration upon the worst
forms of child poverty in the very poorest households. We note a possible tension between
the target to halve child poverty by 2010-11 and that to eliminate child poverty by 2020.
We are concerned that the Government may have drawn back from a whole-hearted
commitment to meeting the 2010-11 target. A failure to meet that target would represent a
conscious decision to leave hundreds of thousands of children in poverty for longer than is
necessary or desirable. We conclude that the Government must either initiate a public
debate on the possible trade-off between the 2010 and 2010 targets, or rededicate itself to
meeting the 2010-11 target, making clear at the earliest opportunity available both that the
necessary resources are available within the Comprehensive Spending Review settlement
and that the Government is committed to deploying those resources.
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1 Introduction

1. On Tuesday 9 October, the Rt Hon Alistair Darling MP, Chancellor of the Exchequer,
presented to the House of Commons the outcome of the 2007 Comprehensive Spending
Review, alongside the 2007 Pre-Budget Report.! In June 2007, we published a Report on
the prospects for the Comprehensive Spending Review.? In the current Report, we examine
particular aspects of the Review, including some pressures on public spending, the
efficiency programme, the new performance management framework, plans for reducing
and then eliminating child poverty, and some aspects of individual spending settlements.

2. As part of this inquiry, we took oral evidence on 22 October from the Rt Hon Andy
Burnham MP, Chief Secretary to the Treasury, and HM Treasury officials. We also
received a range of written evidence, most of which is published with this Report and the
remainder of which has been reported to the House and is available for public inspection.’
We have also taken this opportunity to publish correspondence between Mr Nicholas
Macpherson, Permanent Secretary to the Treasury, and the Chairman of this Committee
about HM Treasury’s Public Service Agreements and Departmental Strategic Objectives.*
In preparing this Report, we have also drawn upon evidence taken from expert witnesses,’
from Treasury officials and from the Chancellor of the Exchequer as part of our inquiry
into the 2007 Pre-Budget Report, evidence which is being published with our separate
Report on that subject,’ and evidence taken by our Sub-Committee from Mr Macpherson
on 14 November on HM Treasury’s administration and expenditure in 2006-07.” We are
most grateful to all those who gave evidence during our inquiry into the 2007
Comprehensive Spending Review, and to Professor David Heald of Sheffield University
and Professor Colin Talbot of Manchester Business School for their specialist advice.

1 HC Deb, 9 October 2007, cols 167-175; HM Treasury, Meeting the aspirations of the British people: 2007 Pre-Budget
Report and Comprehensive Spending Review, October 2007, Cm 7227 (hereafter Pre-Budget Report and
Comprehensive Spending Review 2007)

2 Treasury Committee, Sixth Report of Session 2006-07, The 2007 Comprehensive Spending Review: prospects and
processes, HC 279

3 For alist of published written evidence and a list of other evidence reported to the House, and details of how such
evidence may be inspected, see p 42.

4  See Ev21-34.

5 Mr Robert Chote, Institute for Fiscal Studies, Ms Bridget Rosewell, Volterra Consulting, Dr Martin Weale, National
Institute of Economic and Social Research, Professor Colin Talbot, Manchester Business School, and Mr John Whiting,
PriceWaterhouseCoopers.

6  Treasury Committee, Second Report of Session 2007-08, The 2007 Pre-Budget Report, HC 54. All references in the
current Report to oral evidence taken during the inquiry into the 2007 Pre-Budget Report are in the form HC (2007-
08)54,Q ...

7  Treasury Sub-Committee, Uncorrected transcript of oral evidence, Mr Nicholas Macpherson, HM Treasury’s
administration and expenditure in 2006-07, 14 November 2007
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2 Overall spending issues

The final spending totals

3. We explored the background to the 2007 Comprehensive Spending Review in our earlier
Report on the subject published in June 2007.> As we noted then, in accordance with the
practice in 2002 and 2004, the overall spending totals for the period to be covered by the
Comprehensive Spending Review—from 2008-09 to 2010-11—were announced in the
preceding Budget. Thus, in the 2007 Budget, the then Chancellor of the Exchequer, the Rt
Hon Gordon Brown MP, announced that total public spending would rise by an average of
2.0% a year in real terms in the period from 2008-09 to 2010-11.° In announcing the
outcome of the Comprehensive Spending Review in October 2007, the new Chancellor of
the Exchequer confirmed that total spending in 2008-09 and 2009-10 would rise in line
with those earlier plans, but also indicated that there would be additional spending on
health and education of £2 billion in 2010-11, so that total public spending is now expected
to rise at 2.1% a year in real terms over the period from 2008-09 to 2010-11." Projected
net borrowing in 2010-11 has risen from £26 billion to £28 billion in consequence of this
decision." The Chancellor of the Exchequer told us that his decision to increase planned
expenditure in 2010-11 arose from a judgement that “the investment is needed” and that it
would be “prudent” to increase spending in this way."

4. As we noted in June 2007, the planned rate of growth in public expenditure in coming
years is significantly below the rate of growth delivered by the preceding Spending Reviews
in 2000, 2002 and 2004. Total Managed Expenditure rose or is planned to rise at an annual
average rate of 4.0% between April 1999 and March 2008, broadly twice the rate of growth
envisaged for the period from 2008-09 onwards.”” The Chief Secretary stated that this
slowing in the pace of growth followed “ten years of significant if not unprecedented
investment in public services”, had been “well signalled” and was “the right response to the
situation that faces us today”."*

Annually Managed Expenditure

5. When we considered prospects for this Comprehensive Spending Review, we noted the
importance of the decision to be announced as part of the final outcome of the Review on
the division of Total Managed Expenditure between Departmental Expenditure Limits to
be set for a three-year period and Annually Managed Expenditure. The latter comprises
those elements of public spending that the Government does not consider it appropriate to
subject to firm multi-year limits at a departmental level. Annually Managed Expenditure

8 HC(2006-07) 279, paras 4-13
9  Ibid., paras 17-18

10 HCDeb, 9 October 2007, col 175; Pre-Budget Report and Comprehensive Spending Review 2007, paras 3.23-3.24, p
40

11 Pre-Budget Report and Comprehensive Spending Review 2007, Table 2.2, p 24
12 HC(2007-08) 54, Qq 273-276

13 HC(2006-07) 279, paras 19-21

14 Q2





















































































































