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FOREWORD

The job of government is to meet the needs and aspirations
of the people. That depends on deciding on the right policies
and then delivering them effectively.

Getting policies right depends on accurate data and analysis.
There are about 1,800 specialists in Whitehall, including
economists, statisticians, researchers and actuaries, who provide
that analysis and modelling. They do an excellent job. But as
everywhere else in government, there is always room for
improvement in how they work and the way the rest of
government makes use of the information they provide.

This means learning from mistakes, seeing what works best,
and making comparisons to the highest benchmarks in the
rest of the UK and internationally.

The Modernising Government White Paper we published last
year set out this Government’s commitment to policy-making
based on hard evidence. And as in education, or NHS reforms,
or fighting crime, we must always be looking at the outcomes
of policies — the benefits in people’s lives — not the process.

That is why | asked the PIU to examine how we could achieve
this, as part of the wider reforms of the Civil Service now under
way. Their report not only shows the size of the potential
benefits. It also sets out new ways to ensure that analysis and
modelling is given due weight in policy advice to ministers and
senior managers, and that analysis, like policy itself, is properly
joined up.

The conclusions in ‘Adding it up’ constitute a major programme
of reform. Putting this into practice successfully will mean better
decision-making and better government in the years ahead.
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1. EXECUTIVE SUMMARY

Key messages

1.1 This report forms an integral part of
a series of reviews and initiatives to prepare
the public service for the 21st century. Its
conclusions set out a comprehensive and
coherent programme for creating the
conditions in which rigorous analysis is
routinely demanded and delivered.
Implementation of this programme will

be a key step towards the commitment

to evidence-based policy made in the
Modernising Government White Paper (1)
and developed in the Cabinet Office paper
on Professional Policy Making (2).

1.2 A great deal of good analytical work is
carried out in central Government. But there
is also considerable scope for improvement,
to bring analysis in the UK up to the highest
international standards. There needs to be a
fundamental change in culture to place good
analysis at the heart of policy-making. This
will require:

leadership from Ministers and senior
officials;
openness from analysts and policy makers;

better planning to match policy needs and
analytical provision;

spreading best practice across departments
and professions;

innovative solutions to recruit and retain
the best people.

Leadership

1.3 Better analysis requires commitment
throughout Government. Ministers and
senior civil servants have a crucial leadership
role in expecting and demanding soundly
based analysis in support of policy. They need
better understanding of the importance of
analysis and how it can contribute to good
decisions and policy outcomes.

1.4 Policy makers in central Government
also need a better understanding of what
analytical colleagues can offer. Such an
approach is operated successfully in the
Treasury where all policy makers are required
to have reached minimum standards of
proficiency in analytical skills if they wish

to pursue opportunities for promotion.

1.5 This report concludes that:

training for new Ministers and for senior
civil servants run by Centre for
Management and Policy Studies (CMPS)
should emphasise the importance of
analysis for evidence-based policy;

individual departments should define the
need for training for policy makers and
pursue this intensively to redress any bias
against quantification and analysis.

Openness

1.6 Openness is a very powerful incentive
for encouraging the highest standards of
analysis in support of policy making because
the results then have to be publicly
defensible.
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1.7 This report concludes that:

each department should produce an
(annually reviewed) analytical strategy

as part of its normal business planning
process to encourage input, challenge and
feedback from experts and stakeholders
outside Government;

long-term quantitative models should be
published and subject to external audit.

Planning

1.8 Analysis needs to be jointly planned
by policy makers and specialists to ensure
the Government’s key policies, now and in
the future, are underpinned by the right
analytical effort. The Treasury and the
Cabinet Office are well placed to spot gaps
or deficiencies in departments’ analytical
strategies. These central departments have
a crucial “challenge role” to play in
ensuring that key policies and programmes
are underpinned by good analysis.

1.9 The report concludes that:

as part of the Spending Review process,
the Chief Economist in the Treasury
Spending Directorate should review
departmental analytical strategies to
identify deficiencies, gaps and overlaps;

to perform their challenge role effectively,
central departments should undertake a
review of their analytical capability.

Spreading best practice

1.10 Government should know what it
knows. Better management and organisation
of knowledge within Government — one of
the roles to be taken forward by the CMPS -
would help to communicate analytical results
and techniques across departments and
specialisms.

1.11 The report highlights a number of areas
where disseminating best practice would
improve the quality of analysis:

more and better use of pilots to test the
impacts of policies before national roll-out;

making better use of the large amounts
of data Government routinely collects;

communicating clearly across Government
what data are available;

better networking between specialists
in Government.

Employing the best people

1.12 To obtain the best analysis,
Government needs to employ or to access
the best analysts. The market place for good
analysts is, however, highly competitive and
increasingly international.

1.13 The report concludes that Government
should take steps to make itself more
attractive to high quality analysts through

a variety of routes:

greater use of personal promotion to show
that high quality expertise is valued,;

more movement between generalist and
specialist posts within the Civil Service and
greater use of secondments;

an urgent examination of the case for
rewarding good analysis with higher pay.

Implementation

1.14 The changes set out in this report will
be overseen by an Implementation Group,
chaired by the Head of the Government
Economic Service (GES). This group wiill
monitor the progress made by those with
the primary responsibility for implementing
the report’s conclusions. There are three
key players:



the CMPS will promulgate better use
of analysis in policy formulation. The
development and implementation of
analytical strategies in departments will
be a key element in its programme of
departmental peer reviews of policy
making;

an expanded central microeconomics
team in the Treasury, which will provide
the secretariat for the Implementation
Group;

Permanent Secretaries, who as part of
the Civil Service Reform process will take
forward the proposals about better
business planning and bringing in and
bringing on talented specialists.
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2. INTRODUCTION

Summary

There are many examples of good analytical work in Whitehall. Some
are explored in detail in the case studies prepared for this report.

But there is also considerable scope for improvement - to embed the
demand for and supply of high quality analysis more firmly into the

Whitehall culture.

This report aims to establish the framework for analysis that central
Government needs to take it into the next century.

What is analysis and modelling
and why does it matter?

2.1 In the context of the activities of
Government, analysis involves the
examination and interpretation of data and
other information, both qualitative and
quantitative, to provide insights to improve
the formulation of policy and the delivery

of services. Modelling (a subset of analysis)

is about establishing causal and formal
mathematical relationships between variables.

2.2 Rigorous analysis and, where
appropriate, modelling is in the best interests
of both Ministers and senior officials. They
lead to better decisions and improved policy
outcomes. Without soundly based analysis
and modelling, those involved in the
formulation of policy and the delivery of
services will work in the dark. As a result,

the pace of reform may be slow.

What are we trying to do?

2.3 The Modernising Government White
Paper (1) and the Cabinet Office report on
Professional Policy Making (2) emphasised
an evidence-based approach to policy
making. The use of soundly based analysis
and (where appropriate) modelling is a key
step towards this goal.

2.4 It was originally intended that this project
should focus on the use of microeconomic
modelling in central Government. But — as
became evident during the project —
microeconomics is only one among several
analytical disciplines that bear on policy
development. And modelling represents just
one form of analysis. All forms can be equally
critical to evidence-based policy. These
considerations led to a broadening of the
original remit for the project.



Box 2.1. How Was the Project Carried Out?

In compiling this report the PIU team has drawn on:

questionnaires sent to all departments to gather information on areas of policy
priority in the immediate past and over the next few years; the analytical support
underpinning these areas of policy; use of and access to data; long-term models;
details of numbers of analytical staff and how they are organised;

discussions with policy makers, economists and analysts in departments and at the
centre (Treasury, Cabinet Office, No. 10 and the Office for National Statistics (ONS));

discussions with outside experts familiar with Government drawn from, for example,
think tanks such as the Institute for Fiscal Studies (IFS), academia and the private sector;

a series of detailed case studies from which lessons may be learned — details are at Box 2.2.;

a review of best practice in the private sector, in the academic and “think tank”

sectors, and overseas.

2.5 The present report covers the work of
microeconomists in Government in detail and
in depth. It discusses the work of statisticians,
actuaries, and social researchers, operational
researchers and, on occasion, scientists where
this overlaps with or touches on the work of
economists. It also covers issues that are
common to specialists, such as recruitment
and retention of staff and joint working with
policy-makers.

2.6 But the report does not discuss the use
of techniques specific to social research (such
as the design of social surveys), Operational
Research (such as cognitive mapping, soft
systems analysis and much scenario modelling)
or actuarial analysis. Macroeconomic
modelling and policy in the Treasury also

fall outside the scope of the project.

2.7 The report excludes the policies and
activities for which the devolved
administrations in Scotland, Wales and
Northern Ireland are responsible. However,
officials in the devolved administrations have
been made aware of the PIU study and kept
in touch with its emerging conclusions.

2.8 Against this backdrop, the objectives of
the project have been:

to map departments’ capabilities for
analysis and modelling and their access
to and use of existing data in key policy
areas;

to identify areas of strength and weakness
(best and worst practice);

to identify the reasons for those strengths
and weaknesses;

to assess what links are needed between
analytical work in different policy areas to
ensure consistency of methods and data
and thus a coherent overall evidence base
for decision-making;

to make cost-effective recommendations
for change.

How is the report structured?

2.9 This report is structured as follows:

Chapter Three identifies the main
problems surrounding analysis and
modelling in central Government, making
a distinction between problems arising
from the lack of demand for good analysis
and the problems contributing to
inadequate supply;
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Chapter Four sets out a ‘vision’ of the role
of analysis in an ideal world. It identifies
the conditions which would need to be
satisfied for there to be both a vigorous
demand for and a high quality supply of
analysis;

Chapter Five looks at the steps that might
be taken to ensure Ministers and senior
policy makers demand good analysis to
support major policy decisions;

Chapter Six addresses how best to plan
the supply of good analysis. The proposals
are aimed at ensuring that the right
priorities for analysis are set between
different policy areas, that economist and
other professional resources are efficiently
and effectively deployed within and
between departments and that cross-
cutting analysis is carried out where
necessary;

Chapter Seven considers what practical
steps need to be taken to promote
effective joint working of various kinds —
between professionals and policy makers,
between different kinds of professionals;
and between different departments;

Chapter Eight considers the recruitment
and retention of good analysts, the role
of secondments and rewards and
remuneration;

Chapter Nine sets out a series of
proposals for improving the data available
for modelling and analysis. This includes
measures to encourage the improved use
of data, to identify and fill data gaps and
to define better the role of the centre
(the Treasury, the Cabinet Office, No 10
and ONS);

Chapter Ten looks specifically at what
can be done to improve the quality of
modelling across Whitehall. A key theme
of this chapter is openness — a willingness
to expose modelling to external scrutiny;

Chapter Eleven explores how
Government might make better use of
the external knowledge pool through
strengthening links between Government
and academia, learning from the private
sector and contracting out analytical work
whilst retaining an intelligent customer
capability in-house;

Chapter Twelve sets out an
Implementation Strategy;

Annexes summarise the role of the PIU;
give details of the project team and of the
Steering Group which oversaw the project;
summarise the findings from overseas
visits; give a full list of those interviewed;
and summarise the case studies. The
detailed case studies underpinning this
report have been made available on the
PIU web-site (www.cabinet-
office.gov.uk/innovation).

Links with other initiatives

2.10 This study is an integral part of a series
of reviews and initiatives to prepare the
public service for the 21st century. In
addition to the Modernising Government
White Paper (1) and the Cabinet Office paper
on Professional Policy Making (2), two key
developments are:

the PIU report Wiring It Up (3), which
examines how current accountability
arrangements and incentive structures can
be reformed to facilitate more joined-up
policy making and delivery. This study
helps to put in place more joined-up
analysis in support of joined-up policy;

the new Centre for Management and
Policy Studies in the Cabinet Office, which
will act as a repository for all that is known
about policy making and the delivery of
services. It will play an important role in
the implementation of this report.



Box 2.2 List of Case Studies

Case Study 1 DETR National Road Traffic Forecast Model
Case Study 2 OFWAT Efficiency Models

Case Study 3 DETR Household Formation Model

Case Study 4 GAD Population Projection Model

Case Study 5 DSS Pensions Policy

Case Study 6 DSS Pensions Model (PENSIM)

Case Study 7 PSSRU Long Term Care Cost Model for DH
Case Study 8 DH Waiting Times Model

Case Study 9 LCD Civil Legal Aid Spending Model

Case Study 10 DfEE Labour Market Policy

Case Study 11 HMT Tax Benefit Model (IGOTM)

Case Study 12 DSS Policy Simulation Model (PSM)

Case Study 13 C & E Impact of Tobacco Smuggling

Case Study 14 DETR Model of Restructuring Social Rents
Case Study 15 DETR Air Quality Strategy

Case Study 16 FCO/DCMS Formulation of PSAs

Case Study 17 CO Electronic Delivery of Government Services
Case Study 18 HO Property Crime Models

2.11 The themes of all these reports —
openness, joint working and the importance
of getting the role of the centre right — are
echoed throughout this report.
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3. WHAT ARE THE PROBLEMS?

Summary

This Chapter identifies the main problems surrounding analysis and
modelling in central Government. These problems can be divided into
two categories: those arising from the lack of demand for good analysis
and those relating to inadequate supply.

On the demand side, the key issues are: the external constraints on the
policy process stemming from e.g. international agreements or detailed
manifesto commitments; an occasional lack of interest in cross-cutting
questions; more local disincentives to analysis e.g. where departments
have a sponsorship role; and the tight deadlines associated with policy

development.

On the supply side, the key issues are: shortcomings in business planning;
inefficiencies in joint working; and difficulties in recruiting and retaining
the best analysts.

These problems are reflected in the demand for and supply of both data
and modelling in central Government.

3.1 This Chapter sets out the main
problems that fieldwork for the project has
discovered with analysis and modelling in
central Government. It makes a distinction
between problems arising from the lack of
demand for good analysis and those arising
from inadequate supply.

There is weak demand for
good analysis

3.2 The government is fully committed to
the principle that policies should be based on

evidence. This means policy should be
supported by good analysis and, where
appropriate, modelling. This study has found,
however, that demand for good analysis is
not fully integrated in the culture of central
Government. There are number of
constraints on the use of analysis.

3.3 The outcome of European Union (EU)
and international negotiations can constrain



domestic policy. For example, the UK now
has a target to reduce carbon emissions by
12.5% by 2008-2012 as a contribution to
an EU target of an 8% reduction. Once such
agreements or targets are set, the role of
analysis is largely to work up detailed policy
options for implementation.

3.4 Detailed manifesto commitments can
also constrain a Government’s scope for
manoeuvre. They are usually seen as binding
on the Government.

3.5 More often — and more helpfully —
manifesto commitments do not take the
form of specific pledges but are couched
in broad strategic terms (e.g. to develop a
stakeholder pension). The role of analysts
and policy makers in Government is then
to translate these broad goals into detailed
and workable policy options.

3.6 Ministers can set very tight deadlines
for the delivery of analytical work. They can
themselves be under intense political
pressures to develop quick solutions to policy
problems. At best, policy will generally be
developed across a 6-9 month timespan. But
research programmes and the development
of microeconomic models can take much
longer to complete.

3.7 The direction of policy will often be
driven by a strong a priori conviction. This

is beneficial when strong convictions are
harnessed to rigorous and detailed analysis of
policy options. It can be less helpful if it leads
to a lack of interest in research and evidence.
In departments where all research that is
commissioned is published, there is a
disincentive to embark on research that may
yield unwelcome results.

3.8 There may be also a lack of demand for
fundamental analysis where, for example,
departments have a “sponsor” relationship
with a particular industry. The research a
department carries out may depend to a
significant degree on its main stakeholders.

3.9 Sometimes the political process gives
Ministers the incentive to set up a range of
good initiatives rather than to evaluate
where Government can best focus
expenditure. In such cases comparative
analysis can be lacking.

3.10 No one department may have sufficient
incentive to carry out analytical work where
an issue cuts across several departments. For
example, Housing Benefit reform involves
three departments (DSS, DETR and HM
Treasury). Environmental issues, such as air
quality or global warming, involve even
more. In these cases, the requirement is to
establish and analyse the “big picture”. Such
demands are not always met in full.

The supply of analysis also
needs improving

3.11 Even when demand is present, there
is a range of obstacles to the supply of good
analysis.

3.12 Failures in analysis can arise through
shortcomings in planning for the long-term.
Long-term work can be crowded out by
short-term priorities.
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3.13 There are also problems with planning
the analysis of cross-cutting issues:

Box 3.1. PENSIM - A Failure of Supply

PENSIM is the DSS model that predicts pensioner incomes over the long term and the
reliance of the pensioner population on Income Related Benefits. It is discussed in case
study 6.

Demand from the Treasury for the outputs from such a model existed over a long period.
The Treasury takes a close interest in the impact of pension policy changes on income-
related benefits. The outputs from the model were also keenly anticipated as a key input
to the new administration’s review of pensions.

But over a number of years DSS analysts gave higher priority to more urgent work, such
as answering Parliamentary Questions, over trying to make the PENSIM model work.

This reflected the day-to-day priorities of their policy customers. And when, more recently,
a specialist analyst was recruited to help improve the model he was diverted to work on
long-term care of the elderly: a Ministerial priority of the day.

The result has been a model that did not work at all for several years and which, even
today, has significant limitations. DSS is now committed to a rolling programme of
improvements to the model over the next 2 years while a replacement model, PENSIM I,
is under development.

gaps in analysis can arise if issues fall
between the responsibilities of different
Government departments and are not
planned for;

analysis of the trade-offs between
departmental goals may not be fully
planned for or provided;

there may be poor central co-ordination
of the work of departments.

Box 3.2. Cross-Cutting Analysis: Trade-Offs, Gaps and Co-ordination

Trade-offs. Competing Government goals where responsibilities span departments include:
raising tax revenues while promoting competitiveness; encouraging the efficient use of
water whilst ensuring no adverse distributional consequences of domestic water charging
policies; and promotion of the tourist industry whilst conserving the environment.

A gap: analysis of the socially excluded. A former special adviser told the Project Team of
the difficulties he had encountered in interesting administrators or analysts in issues about
young unemployed people who are not registered as unemployed — people who are so
socially excluded that they fall outside normal support mechanisms and the usual run of
departmental responsibilities. He has since developed and published an influential analysis
of this client group based on Government statistics drawn from the Labour Force Survey.
The issues are now being taken forward by the Social Exclusion Unit (SEU).



Co-ordination: tax/benefit modelling and data sources. The Inter Governmental Tax
Benefit Model (IGOTM) was originally launched collaboratively as an interdepartmental
model. But DSS has preferred to rely on its own Policy Simulation Model (PSM) and not
to adopt IGOTM. Similarly, difficulties agreeing changes to the Family Expenditure Survey
(FES) with other users and with ONS led to a decision by DSS to go it alone and set up
the Family Resources Survey (FRS). The FRS provides a much better basis for modelling
DSS policies. Similarly PSM is better geared than IGOTM to DSS priorities. But in both
cases, the outcome involves a degree of overlap and duplication of effort. It was certainly
not consciously chosen by Government as a whole as the best overall way forward.
Despite this overlap, efforts have been made by both departments to co-operate.

3.14 The interests of the “whole of
Government” can also be left out of the
equation. Shortcomings in analysis can result
from:

failure to plan or carry out “whole of
Government” analysis, e.g. to explore the
synergies between different departments’
activities;

failure to manage systematically the
prioritisation of analytical resources across
Government.

3.15 The clearest example of this relates to
the distribution of specialist resources within
Whitehall. Table 3.1 shows the distribution
of specialist resource — in the realms of
economics, social research, operational
research and statistics only — across Whitehall
departments. The table compares the
Government’s spending on different policy

areas with the numbers of staff engaged
in analytical work in each area.

3.16 This is a partial picture. It does not
include the work of actuaries in the
Government Actuary’s department, which
currently employs 38 actuaries and one
statistician. Nor does it include the work

of other specialists or take account of the
economic benefits to the UK of analytical
work, which can be very significant.
Nonetheless, it suggests that relatively small
amounts of economic and statistical analysis
are devoted to some high expenditure areas.
There is no mechanism to confirm whether
these allocations, which have emerged from
individual decisions by departments, give the
right balance between specialisms or
between departments or accord the right
overall level of resource to analysis and
modelling.

Box 3.3. “Whole of Government” Analysis and Prioritisation

Electronic delivery of Government services. Government is now undertaking intensive
study of the synergies between electronic delivery of Government services across
Government as a whole. But for some years, analysis was carried out within departments

alone. See case study 17.

Prioritisation of data availability. Data on inflation and employment are available
after a much shorter time-lag than data on poverty. This may to some extent represent
a Governmental decision about priorities. But in fact the Government has no clear
mechanism for determining whether the prioritisation that emerges from departmental
decisions accords with overall Government priorities.
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Operational Social Government Specialists*
Total Economists Researchers Researchers Statisticians Spending
(%) (%)

MoD? 326 5 300 2 19 8.9 18.2
ONS 275 8 102 170 0.1 154
DETR 162 64 5 38 55 17.5 9.0
DfEE 147 &5 28 42 42 6.6 8.2
DSS 130 85 37 26 32 39.2 7.3
HMT 114 101 1 1 11 0.1 6.4
HO 110 4 17 63 26 2.9 6.1
DTI 101 54 11 36 1.3 5.6
DH 96 25 23 2 46 16.0 54
DFID 58 45 8 1.0 3.0
MAFF 51 26 25 1.5 2.8
IR 47 9 17 21 1.3 2.6
C&E 31 7 10 14 0.4 1.7
ECGD 22 9 13 1.2
OFGEM 21 21 1.2
HSE 16 5 11 0.9
CcOo 15 9 4 2 0.1 0.8
FCO 15 14 1 0.4 0.8
OFT 15 15 0.8
National

Savings 10 0 1 7 2 0.1 0.6
LCD 8 1 1.0 0.4
Competition

Commission 7 7 0.4
OFTEL 7 7 0.4
SSRA 7 5 1 0.4
OFWAT 6 4 0.3
ORR 4 4 0.2
Forestry

Commission 4 2 2 0.0 0.2
DCMS 4 2 2 1.4 0.2
Total 1804 518 467 287 532 100.0 100.0

Source: Government Statistical Service Annual Report; Economist Group Management Unit; Government Social Research Annual Report and
Chair of Government Operational Research Service

* Percentage of specialists employed in Government.

2 The number of OR staff shown against MoD is an indicative estimate only, since, within the defence environment, OR merges
imperceptibly into weapon system assessment work which is not directly comparable with anything undertaken in civil Departments.
In total, the Centre for Defence Analysis (a sector of DERA) employs about 500 civilian specialists.



3.17 Effective joint working between
analysts and policy makers is one of the
keys to anticipating the policy agenda, and
to making full use of the analytical capacity
of Government. But joint working is patchy.
Sometimes analysts are seen as mere
“number-crunchers”. Within policy
commands, little use may be made of small
scale modelling or of spreadsheets or graphs
in everyday policy work and in the
presentation of such work to Ministers.

3.18 Measures that may be employed to
counter these problems have not (yet) been
that widely adopted in Whitehall:

some departments “bed out” their specialists
into the policy management line (to greater
or lesser degrees) to help promote joint
working. Departments that have bedded
out analysts agree that this has improved
joint working. Other departments believe
there may be a price to be paid if it leads
(possibly in the longer-term) to the erosion
of specialist skills;

some departments train policymakers in
analytical skills and analysts in the skills of
generalists (public policy administration,
management etc.). But this is not
widespread in Whitehall.

3.19 The synergies between specialists may
also be under exploited. There are often close
links between analysts from different
specialisms within departments. But the
Government Economic Service (GES) and the
Government Statistical Service (GSS) each
have their own management arrangements
and annual conferences. The Government
Operational Research (GORS) and
Government Social Research communities
(GSR) also have their own separate annual
conferences. There is scope for more
extensive joint working between specialists
at Government level.

3.20 Analysis in central Government will
ultimately only be as good as the people
recruited and retained to do this work
(or commissioned to do so through
contracting-out).

3.21 It is particularly difficult to recruit
economists at the moment:

at the Civil Service Selection Board (CSSB),
the main entry route to the GES for
graduate economists, it has proved
possible over the last year to recruit only
around 75 candidates in response to bids
from departments for around 120 new
entrants. Demand was distinctly higher last
year than in the past, but it has never
proved possible to recruit the full numbers
bid for by departments;

departments can recruit short-term
provisionals (casual staff who have not
passed CSSB but may get through a future
competition) or turn to direct recruitment
at the higher Grade 7 — middle manager -
level. But not all departments meet their
requirements for direct entrants at this
level either.

3.22 There are also varying degrees of
difficulty in the recruitment of other
specialists. Details are in Chapter 8.

3.23 For all specialists, there are issues
around lack of career opportunities. The
ratio of those at Grade 6 and 7 in the GES
to the number of Grade 5 posts (the lowest
rung in the Senior Civil Service) has increased
from 3.5to 1in 1991 to 4.9 to 1 in 1999.
Many senior Chief Economist posts (at
Grade3/Grade 2 level) have disappeared in
recent years. For social researchers, the post
of Head of Profession in a Whitehall
department (where this exists) is normally at
SCS Grade 5 level. In the case of operational
researchers, there has also been significant
down grading of posts in recent years. Only
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MoD, DSS and DH now have a Head of
Profession within the Senior Civil Service.

3.24 This in turn places a premium on job
satisfaction. This can be low when analysts
feel isolated from the mainstream of the
policy-making process.

3.25 There are, finally, a number of specific
skill shortages within the analytical
community as a whole:

in-depth statistical understanding.
More sophisticated data require richer
and deeper numerical and statistical
understanding on the part of the user.
An Economic and Social Research Council
(ESRC) working paper on social statistics
suggests that these skills are not widely
available even within the academic
community;

IT skill shortages. Developments in
computing power have pushed back the
limits of the possible in analysis by offering
more rapid ways of manipulating large
data sets. For example, a single run of the
DSS PENSIM model once took 8 hours to
complete but can now be carried out in
around 20 minutes. Computing power

is not a limiting factor on analytical
development, but does imply the need
for greater sophistication by modellers;

keeping up to date. Analysis need not be
ground breaking to be an effective input
to policy. But there is a constant need to
renew professional skills. This is not always
easy for analysts outside academia.

More data, better used...

3.26 A vast array of data is available to policy

makers. But this is not always the data that
are most needed. Two particularly valuable
forms of data which are often absent — or
unused — are those derived from pilots and
longitudinal studies.

Box 3.4. The Government’s
Use of Pilots

Pilots allow evidence of the effects of

a policy change to be tested against

a genuine counterfactual (such as is
provided by the use of control groups in
a medical trial). This gives the strongest
possible evidence of what works.

The Government trials many policies
before full implementation, but often
as a way of exploring the practicalities
of implementing policy rather than as
a means of gaining early data about
the impacts of policy interventions.

Often Ministers will announce a pilot

at the same time as dates for national
implementation of a policy. This limits
the timeframe within which lessons can
be learned. Even so, more thought could
be given to the design and evaluation of
trials so that they can be used as pilots to
improve policy prior to national roll-out.



Box 3.5. Longitudinal Studies

Longitudinal studies trace the life-histories
of individuals across time. They enable
unobserved differences between individuals
to be accounted for in analysis and
causal links to be established.

The UK is a world leader in birth cohort
studies. In some ways this is fortuitous.
Many studies created for a particular
time-limited purpose have in the event
been extended. But sometimes funding
for extensions of surveys has been
difficult to obtain. And in other
longitudinal studies, e.g. of ageing, the
UK lags behind countries such as the US.

There is scope to make more use of
longitudinal data. Use within Government
may be limited in part because the data
sets are complicated to work with — so
research and analysis tend to be
contracted out to the private sector.

3.27 There are also shortages of data relating
to small geographical areas. And sample sizes
in surveys may be too small to assess the
effects of policy on subgroups of the
population to the extent that Ministers
require.

Box 3.6. Difficulties in Collecting
Small Area Data

Sometimes a statistically significant
sample at the local level would be too
expensive to collect. In the case of the
British Crime Survey, a survey which
generated useful data at the level of
police forces would cost £14 million pa
(by comparison with a £1.5 pa cost for
an annual national survey). But this
would not yield information that was
useful at police command level or for
small geographical areas.

3.28 Some kinds of information (e.g. income
data) are not sought in surveys because of
possible adverse effects on the response rate.
This happens, for example, in both the
Census and British Social Attitudes Survey.
The absence of data of this kind in survey
can impede analysis, e.g. of the distributional
consequences of a policy reform. There is

a technical solution to some gaps (the
technique of “imputation” discussed in
Chapter 9) but it is little used in
departments.

3.29 There is also scope to make more use of
administrative data. Even where Government
has extensive administrative data sources,
these are often not widely known within or
outside Government. Ignorance about DSS
administrative records is an example of this —
though this is an area where confidentiality
can be a barrier to making data more widely
available.

...better planned and of
better quality

3.30 The GSS carries out a central co-
ordinating role on data issues through its
committee network. These arrangements are
widely appreciated by statisticians working in
departments. But difficulties have
occasionally arisen, raising two questions:

whether the central co-ordinating body
needs more authority to impose a solution
on departments that has benefits for the
whole of Government but disadvantages
for individual departments;

whether decisions should be taken by a
body of users of statistics or by GSS as
chief suppliers.
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Box 3.7. Co-ordination Between
Surveys...

The number of surveys has grown
rapidly in recent years as new surveys
have been established to meet the policy
agenda of the day. It is not clear that the
present set of surveys gives ideal
coverage.

...and Uniformity of Definitions

ONS has worked to establish uniformity
in definitions of key concepts used in
surveys run by departments (e.g. what is
a “household”). It has also examined the
extent to which it may be possible to
obtain more uniformity across
administrative data sets. But information
is still not always stored by departments
in a uniform manner — whether this
relates to survey data, data from
administrative systems or details of
spending. Not all departments were, for
example, able to provide details of
spending on 0-3 year olds to the Sure
Start programme. Administrative data
collected by local authorities are also,
perhaps almost inevitably, not all
collected or stored in a uniform way.

3.31 Finally, there are sometimes doubts
about the quality of recorded data. Police
administrative data (the basis for the Home
Office property crime model), for example,
may exaggerate clear-up rates. Survey data
also have pitfalls. People may not understand
fully their financial affairs (e.g. their pension
entitlements) and misreport their position to
researchers. The running order of questions
in a survey may influence the replies
recorded. For example, a change in the
running order of the Labour Force Survey
(LFS) in 1997 resulted in a 25% change in
the response to one question on disabilities.

It is important that possible limitations are
clearly understood by all users of data.

Models don’t get out
enough....

3.32 Where models are a necessary part of
policy analysis, there is a risk that they take
on lives of their own, gathering a priesthood
around them for their defence against an
uncomprehending external world of policy
makers within the department, other analysts
in Whitehall or outsiders.

3.33 The extent to which external review is
sought for models is patchy. Most modellers
in Whitehall do actively seek comment on
their models and review by colleagues. But
the position varies between models and
arrangements are informal and ad hoc. And
there is a general unwillingness amongst
departments to make the running of models
more open to others inside or outside
Whitehall.

...and modelling needs to
be better planned and of
higher quality

3.34 The priority accorded to models varies
over time. For example, the Treasury’s
IGOTM model has in recent years had more
resources devoted to it. Some models, such
as PENSIM and National Road Traffic
Forecasting model (NRTF), have long
gestation periods. Consistent investment over
several years is required to achieve results. A
key issue is the extent to which longer-term
work is squeezed out by the short-term.

3.35 The big picture is not always modelled.
While individual departments may find their
own modelling needs are adequately
addressed, the totality of the policy area may
not be captured.



3.36 In principle, there is a case for the

“big picture” to be modelled by a single,
central department. The case study of the
Government Actuary’s Department (GAD)
population model (see Box 3.8 and case
study 4) suggests that sometimes it is indeed
helpful for a single central department to
“hold the ring”. But the tendency in recent
years has been for individual spending
departments to develop their own modelling
capability. For example, DSS have taken over
modelling of some disability benefits from
GAD. And upkeep of IGOTM, which was for
a number of years run by ONS on behalf of
the Treasury and IR, is now undertaken in-
house by the Treasury.

Box 3.8. Population Modelling

The Government Actuary’s Department
has, since 1954, provided population
projections for the whole of Government.
In this case, there are clear advantages
to Government in the existence of a
single central model. There is no risk of
work on this model being crowded out
by more urgent departmental concerns.
And all departments are constrained to
use a single set of figures for population
in their own policy work. The inevitable
consequence of such an arrangement is
that not all Whitehall customers are
always content with the assumptions
used in the GAD model, or with its
outputs.

3.37 Where more than one department is
involved in modelling, failure can take the
form of competing analyses as well as
absence of analysis. For example, when
policy options were being developed for
splitting pension entitlements between
married couples on divorce, it took the Lord
Chancellor’s Department (LCD) and DSS the
best part of a year to agree what the impact
would be on legal aid bills.

3.38 Finally, models often can’t take account
of behaviour. This problem is highlighted in
the projection of benefit spending.
Departments (DETR, the Treasury and DSS)
can calculate the cost of policy proposals if
they lead to no behavioural change. But the
whole point of most reform is to change
behaviour. The Government does not know
how much policy options will cost or save

if they work.

3.39 Chapters 5-11 discuss ways to address
the problems set out in this Chapter. The
next Chapter offers a vision of the role of
analysis and modelling in central
Government in an ideal world.
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4. ANALYSIS IN AN IDEAL WORLD

Summary

This Chapter sets out a vision of analysis and modelling in central
Government inspired by best international practice. Key elements are:

vigorous demand for good analysis supplemented by strong planning
mechanisms for long-term and cross-cutting issues;

closer working between policy-makers and analysts;

good and plentiful data on tap;

better models open to external scrutiny;

analysts of the highest calibre.

4.1 The purpose of this Chapter is to set
out a vision for analysis and modelling in
central Government and the conditions
needed to achieve it. It is informed by wide
ranging discussions inside and outside
Whitehall, and in particular by a visit to the
United States (see box 4.1) which provides
a benchmark for best practice.

In an ideal world...

4.2 In an ideal world, we would expect
to see:

a vigorous demand for good analysis fully
embedded in Government. Ministers
would routinely demand rigorous analysis
to support decisions on all policies and
programmes. Senior civil servants would
see it as a key aspect of their job to ensure
a reliable supply of such analysis;

a culture in Whitehall that rewards Ministers
and senior officials for good analysis and holds
them to account when policy is not evidence
based. Ministers would publish details of
the models used in government and the
data that support them. This would help
foster an external climate in which, as in the
US, academics and think tanks compete
with analysts in Government in all forms of
analytical work and improve its overall quality;

planning mechanisms to ensure the supply
of good analysis where demand is likely

to be weak — e.g. when issues are cross-
cutting or long-term. Responsibility for

the provision of analysis would rest with
departmental Accounting Officers. But

an enhanced central challenge role

would help ensure sound planning and
prioritisation. Heads of Profession would
also have a key role to play in this process.



4.3 A number of elements would need
to be in place to support this vision.

Policy makers and analysts
working closely together

4.4  Soundly based analysis can only be
supplied by economists, actuaries,
statisticians, social researchers and
operational researchers if there is:

a responsive capacity for analysing new
and existing initiatives;

a shared understanding between policy
makers and analysts across departments
about what is required;

an agreed analytical and modelling
strategy in each department as part of the
business planning process, with research
commissioned early in the policy
formulation process;

an understanding by policy makers of the
uses and limitations of analysis and models
in the policy formulation process.

Good and plentiful data on tap

4.5 In an ideal world high quality data
would be readily accessible and used across
Whitehall. More specifically there would be:

no obvious data gaps;

routine use of data description to assist
both policy making and decision-taking;

widespread availability and use of large
household surveys across departments;

routine use of administrative data across
Whitehall;

more creative use of data and different
data sources;

use of panel and birth cohort surveys to
show the long term impacts of policy;

more use of pilots to help shape policy
design before national implementation.

Better and more open
modelling

4.6 In the case of modelling, there would
ideally be:

models in place in all appropriate policy
areas;

models which were published, debated
and regularly audited;

models which were shared across
departments and which were capable of
demonstrating the trade-offs between
conflicting objectives.

The right skills
4.7 Ideally there would be:

recruitment and retention of both the
best, and the right mix of, specialists
within the Civil Service;

the best use of external expertise;

more flexible structures in place for those
who would add value but do not
necessarily have the attributes to reach the
Senior Civil Service (one of the key criteria
for recruitment to e.g. the GES).

The United States provides
a benchmark

4.8 The United States is consistently cited
as a world leader in analysis and modelling.
Members of the project team visited
Washington with a view to learning wider
lessons. The team found that the US was
some way ahead of the UK both in the
general thirst for analysis in Government and
in the use of data and modelling. A summary
of the findings is in Box 4.1 and a full report
is at Annex 4.
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Box 4.1 The US — Higher Quality Data and Debate

Some of the reasons for US superiority in analysis, notably the nature of the US constitution
which pits administration against Senate and generates a competitive interest in modelling,
are not directly transferable to the UK. But four fundamental lessons are of wider
applicability:

a strong willingness to invest in gathering the necessary data. The culture of thorough
prior analysis and ex post evaluation means that data are valued highly in the US and
resources are devoted to its collection;

imaginative and widespread use of administrative data. Although faced with similar
confidentiality obstacles to the UK there appears to be a greater willingness on the part
of the US Government to make available administrative data, once they are suitably
anonymised, for use within and outside Government;

outside expertise is transmitted easily to Government. Relations between Government
and the academic sector are much closer than they typically are in the UK;

a richer environment for analytical debate. The volume of analysis inside and outside
Government creates an assumption amongst analysts that excellence is necessary for
credibility. When supported by better data sources this makes for more technically
advanced modelling.



5. STIMULATING THE DEMAND FOR GOOD ANALYSIS

Summary
The demand for good analysis can be increased by:

stronger leadership from Ministers and senior officials, stimulated
by training and dissemination of best practice protocols;

increased openness;

peer review of departments’ analytical strategies, with a central
Treasury team drawing together the “big picture” on the economic
and social agenda;

improved financial incentives for cross-cutting analysis through
the setting up of a seed-corn fund,

increased emphasis on the quality of ex ante analysis and ex post
evaluation of policy based on “Green Book” principles.

5.1 The purpose of this chapter is to review increased emphasis on analysis in
the means by which the demand for good evaluation processes.
analysis can be increased. The package of

measures proposed should bring about a o ) o
profound change to the culture in which Ministers and senior officials

civil servants operate. The key ingredients must want good ana|ysis

in such a package are: o ) o
5.2 Ministers and senior officials can make

improved training and best practice a real difference to the quality and quantity
protocols; of analysis supplied in individual
departments.

increased openness;
increased use of peer review;

improved financial incentives for cross-
cutting and long-term analysis;
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Box 5.1. Ministers Can Make a
Difference: The “Castle Effect™”

Significant differences in departmental
culture and practice can be observed
across Whitehall. In some cases this
reflects a conscious effort to increase the
profile of specialists or particular kinds of
specialist expertise in individual
departments. For example, Barbara Castle
was responsible in the 1960s for the
introduction of significant numbers of
economists into the (then) Ministry for
Overseas Development and later the
(then) Department of Transport. These
economists took strong root in both
departments: their descendants are today
well embedded in the policy process in
both departments (now DFID and DETR).

Raising expectations through
training and sharing best
practice

5.3 The CMPS runs training courses for
new Ministers and is planning joint training
for Ministers and senior officials. These
courses provide an opportunity to:

emphasise the importance of leadership
from Ministers and senior officials in raising
standards of analysis;

demonstrate how analysis and modelling
can improve policy development and
decision-making.

5.4 Case studies might be used to illustrate
the usefulness of good analysis. For example:

rigorous analysis can help Government set
targets for public services that are
challenging but capable of delivery;

a “full systems” analysis which identifies
and analyses likely behavioural impacts

of policy options may improve decision-
taking. For example, Ministers would want
to be aware of the extent to which duty
increases against a backdrop of open fiscal
borders would lead to increased incentives
for cross-border shopping and smuggling;

good analysis can bring benefits
internationally as well as domestically. For
example, work on the balance of costs and
benefits in setting domestic air quality
targets has enabled Ministers to influence
the development of EU and international
policy on air quality targets.

Conclusion 1: training courses for Ministers
and senior officials run by the CMPS should
in future include a session on the importance
of good analysis for the policy-making and
decision-making processes.

5.5 CMPS will also be responsible for the
dissemination of policy making best practice
across Government. This will support
evidence-based policy. It is important that
guidance include advice on data and
modelling issues. For example, Chapter 9
concl