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Glossary of terms

Arms Length Bodies

AlBs are responsible for delivering a range

of important public services and for advising
Government on technical issues. AlBs include
Executive Agencies which have responsibility for
particular business areas, but which are still part
of, and accountable to, the Department. They also
include Non-departmental Public Bodies which
have a role in the process of government but are
not part of government departments.

Departmental Expenditure Limit

The Departmental Expenditure Limit is the
expenditure limit within which a department has
responsibility for resource allocation (subject to DFP
agreement and rules) though some elements may

be demand led.

Educations and Skills Authority

The Education and Skills Authority is the proposed
single authority for the administration of education,
infended to subsume the functions, assets and
liabilities of the five Education and Library Boards
(ELBs), the Council for Catholic Maintained
Schools (CCMS), the Staff Commission and the
Youth Council.

Efficiency Delivery Plan

Each department published an Efficiency Delivery
Plan sefting out how it planned to deliver the
required three per cent cumulative cash releasing
savings over the period 1 April 2008 to 31
March 2011.

Foods Standards Agency

The Foods Standards Agency is a UK non-
ministerial government department. It is
accountable to Parliament through health ministers,
and to the devolved administrations in Scotland,
Wales and Northern Ireland for ifs acfivities within
their areas.

Gershon Review

The Gershon Efficiency Review was a review

of efficiency in the UK public secfor, conducted

in 2004-5 by Sir Peter Gershon. His report
recommended making savings through changes to
the organisation of each government department
and automating their work patterns, in order to
'release’ resources from the public sector.

Office of Government Commerce

The Office of Government Commerce helps the UK
government deliver best value from its spending.

It provides policy standards and guidance on

best practice in procurement, projects and esfate
management, and monitors and challenges
departments’ performance against these standards.
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Executive Summary

1. As part of the 2008-11 Budget process
the Northern Ireland Executive agreed
that all government departments should
work to deliver cumulative efficiency
savings of three per cent a year from
2008-09 to 2010-11. Al efficiency
savings were fo release resources which
would be redeployed to other areas
of public service. Savings were not fo
be achieved by simply cutting funding
to priority frontline services. In 2011
departments reported £ 1,600 million of
efficiency savings against the three year

farget of £1,605 million.

2. This study examines the extent to which the
2008-11 efficiency programme delivered
efficiency savings and the lessons that can
be learnt for future efficiency programmes.
The review focuses on a sample of 42
efficiency projects - drawn from the
four largest spending departments (the
Department of Education, the Department
for Employment and Lleaming, the
Depariment for Regional Development and
the Department of Health, Social Services
and Public Safety] which, between them,
accounted for some £1,303 million (81
per cent) of reported savings.

Measurement of Departmental Efficiency
Savings

3. It is important that all planned efficiency
savings can be measured. This requires
the esfablishment of a clear baseline
position; clear measures of inputs
(costs/spend); activities/outputs (e.g.
number of participants trained); and
quality of service [e.g. achievement of

qualifications). NIAO found that although
there is extensive guidance on best
pracfice in the measurement of efficiencies
this had not been followed in most of the
projects we examined.

Of the 42 projects we examined we
consider that 11 are likely to have
achieved real efficiency savings without
risk to service quality. It is possible 4
other projects will deliver efficiencies,
but there is a risk to quality of service
and sustainability. In 14 of the projects a
lack of basic financial and performance
information meant we could not confirm
efficiency savings had been achieved. In
the remaining 13 projects we examined,
the types of activities did not meet the
definition of an efficiency saving.

Management of the Efficiency Programme

5.

NIAO identified a number of weaknesses
in the management of the efficiency
programme. VWe consider that guidance
provided fo departments was not
sufficiently detailed and guidance issued
was not always fully implemented.
Departments produced and published
Efficiency Delivery Plans (EDPs| setting
out what savings they planned and how
these would be achieved. However,
EDPs lacked detail on the rafionale for
the chosen efficiencies and the basis of
measurement, and offered insufficient
assurance that frontline services were
being protected. Overall we found that
the reporting of efficiencies was not
comprehensive, fransparent or meaningful.
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Key Conclusions and Recommendations

On the Measurement of Departmental Efficiency
Savings

. For around two thirds of the projects
we examined, NIAO can offer no
assurance, that genuine efficiency
savings have been achieved. This
reflects a lack of understanding by
departments of what represents an
efficiency saving, and a lack of
sufficient financial and performance
information. We recommend that
departments do more work to improve
information systems, particularly to
identify the unit cost of activities and
to quantify current performance.

7. There are some good practice examples
where real efficiencies are likely to have
been delivered. These include areas
such as improved procurement, energy
efficiency and efforts to reorganise
the workforce fo improve productivity.
We recommend that good practice
examples of this nature are identified
and disseminated across the wider
public sector.

8. Around a third of the projects we
reviewed did not have the basic
financial and performance information
necessary for us fo make an informed
judgement on the achievement of
efficiency savings. The quality and
fransparency of information needs to
be improved and betfer documented.
We recommend that departments

maintain a clear audit trail to support
the identification, monitoring and
reporting of future efficiency or
savings measures.

The relationship between efficiency and
quality of service is complex. There

is a risk that some of the projects we
examined either may not be sustainable,
or may have an adverse impact on
quality of service. We recommend that
future efficiency or savings initiatives
include measures which seek to
capture quality of service. This is
likely to require a range of indicators
in complex areas such as health
provision.

Departments, on the whole, measured
only inputs, in cash terms, but there
was little focus on the measurement

of outputs, quality, and the extent fo
which frontline services were protected.
Efficiencies cannot be validated unless
departments collate all the necessary
information. We recommend that
departments establish measures of
inputs, outputs and quality of service
for all savings programmes; that a
robust baseline is established; and
that all these measures are monitored
and reported on comprehensively, on
an annual basis.

Departments did not always net off the
upfront investment costs or the additional
recurrent cosfs necessary to deliver

an efficiency. This is misleading. We
recommend that in measuring and
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Executive Summary

reporting future savings, all such
costs are counted and netted off the
reported figure.

We found a number of examples where
departments had increased charges as
a means of raising income. These are
not genuine efficiencies, but transfer the
cost onfo service users. We recommend
that departments give greater
consideration to the impact that
“savings” will have on service users
to ensure they are not disadvantaging
particular client groups.

On the Management of the Efficiency
Programme

13.

Guidance provided by the Department
of Finance and Personnel (DFP) was not
sufficiently detailed and was not fully
implemented by departments. It did

not define an efficiency saving; detail
how departments should monitor and
measure savings; provide advice on

the need to net any investment costs off
against savings; or seek assurance that
the saving had not impacted adversely
on service users. We recommend that
more substantive guidance is prepared
for future savings or efficiency
programmes. Guidance should be
published and disseminated before the
programme commences. The training
needs of staff involved in managing
and measuring efficiencies should be
assessed and any necessary training
should be provided to departments.

14.

There was no cenfralised challenge
function over the confent of EDPs and
the validity of efficiencies reported by
departments. We recommend that in
future efficiency programmes a central
body advises departments on how

to identify and measure efficiencies
and works with departments to put

in place arrangements to evaluate
future savings or efficiency plans,
challenge proposals and validate
claimed savings. In our view, this
function would fall best within DFP.
DFP has expressed to NIAO its concerns
that, if it were allocated additional tasks
in ferms of challenge and scrufiny of
departments’ efficiency plans, this would
go beyond what was envisaged by

the Executive when individual ministers
were expressly charged with realising
efficiencies within their departments.
DFP also considers that the proposed
scrutiny role would be time-consuming
and costly to perform.

Departments’ published EDPs were
inconsistent; lacked transparency about
what was actually being proposed and
the potential impact of those proposals;
did not provide information sufficient to
allow for meaningful public scrutiny or
internal monitoring; and did not provide
an adequate basis for the measurement
of efficiency savings. We recommend
that future savings or efficiency plans
should be more comprehensive in
nature and should provide sufficient
detail to allow for proper and full




16.

17.

public scrutiny. Annual performance
should be reported to the same level
of detail as the plans themselves.

Departments failed to challenge

or validate efficiencies where the
implementation lay with Arms-Llength
Bodies (ALBs), imposed percentage
reductions without a clear analysis of
baseline positions and failed to ensure
frontline services were not affected. We
recommend that departments exercise
improved oversight of their ALBs
efficiency proposals, enhance their
scrutiny role and improve governance
arrangements. Departments should
provide a strong challenge function to
their ALBs in relation to the planning
and delivery of future efficiency
measures, including the need to
ensure that quality of service is
maintained.

Public reporting of efficiencies was

not fransparent, comprehensive

or meaningful. Progress against
departments’ overall savings target was
reported to the Executive and Assembly
but was not published. Information

on performance against the defails
confained in EDPs was not published
and litlle, if any, reference was made
in departments” annual reports. We
recommend that future reporting

of savings is more comprehensive

in nature and includes high level
measures of spend, outputs and
quality of service.

Property Asset Management in Central Government 5
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Part One:
Background and Introduction

The 2008-11 Budget required all
government departments to deliver
cumulative efficiency gains of three per cent
a year over the period. These efficiency
savings were to be resource-releasing

1.1 As part of the 2008-11 Budget process,
the Northern Ireland Executive agreed
that departments should work to deliver
cumulative efficiency gains of three per
cent a year' over the period 2008-

09 to 2010-11. All efficiency savings

were to be resource- releasing'? and

were, as part of the Budget process,

fo be redeployed to other areas of
public service. Departments were told
that savings should not be achieved by
simply cutting funding to priority frontline
services. As illustrated in Figure 1, the
fargeted efficiency savings were:

o £273.2 million in 2008-09;
e £537.3 million in 2009-10; and

o £793.5 millionin 2010-11.

Figure 1: Efficiency Gains 2008-09 to 2010-11 (£m)
900
800
700
600
500
400
300
200
100

0]

2008-09

Source: DFP

2009-10

(€m)

2010-12

in place, only half the gains sought were resource releasing.
p Y g g g

This compares fo the previous period 2005-06 to 2007-08 when, although a 2.5 per cent cumulative efficiency target was

That is, a cashable gain which involves reducing inputs without affecting service quality as opposed to a non-cashable gain

which occurs when output or service quality increases using the same level of inputs
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1.2 All departments were required to cent. Four departments [DHSSPS, DE, the
deliver the same three per cent rate of Depariment for Regional Development
efficiencies. Because of this, the largest (DRD) and the Department for Employment
spending departments had to deliver the and Llearning (DEL)) accounted for
highest value of efficiency savings. The £1,303 million (81 per cent) of targefed
Department of Health, Social Services efficiency savings (see Figure 2).

and Public Safety (DHSSPS) accounted
for 43 per cent of the target and the
Department of Education (DE) for 23 per

Figure 2: Percentage Cumulative Efficiency Gains by Department

OFMDFM DARD ~ DCAL
1%~ 2% _—1%

DND)
7%

DOE
2%

DHSSPS
43%

DETI

Source: DFP
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Part One:
Background and Introduction

Efficiency savings should not result in cuts

to priority frontline services. To ensure
transparency on this issue, departments had
to publish Efficiency Delivery Plans

1.3 The Department of Finance and Personnel
(DFP) ‘Framework for Monitoring of
Budget 2008-11" {the Framework) details
the requirement for departments to publish
an Efficiency Delivery Plan (EDP) for each
measure introduced to meet the three
per cent savings farget. Publication was
fo provide fransparency and facilitate
scrutiny fo ensure savings were delivered
and that frontline services were profected.

1.4 The Framework did not provide specific
definitions of what constituted an
efficiency or how it should be measured.
Since 2004, however, when the Gershon
Report® was published, an extensive body
of guidance on the management and
measurement of efficiency programmes
has been developed in GB, principally
by HM Treasury and its Office of
Government Commerce (OGC), and the
National Audit Office (NAO). In Northern
Ireland, under the 2005-08 Budget when
efficiencies were also required, DFP had
previously published guidance which
broadly replicated that issued by HM
Treasury for GB departments. Among the
common criteria identified in this range of
guidance were that efficiencies should:

* reduce the number of inputs
(for example expenditure), whilst
maintaining or improving the level of
service provision; or

e improve ratios of output per unit cost
of input; or

* change the balance between
different outputs aimed af delivering
a similar overall objective in a way
which achieves a greater overall
output for the same inputs.

Efficiencies should also:

¢ be quality neutral — the quality
of service provided should not
deteriorate as a result of the actions
faken to deliver an efficiency and
priority frontline services should not be
adversely affected;

* be net of costs — all upfront and
investment costs fogether with
additional ongoing or running costs
should be netted-off from the claimed
efficiency;

* not transfer costs to others —
efficiencies should not be claimed if
expenditure on a particular activity
has simply been transferred to another
part of the public sector or fo service
users: and

* Dbe sustainable — efficiencies must be
sustainable and not the result of simply
shiffing expenditure from one year to
another.

3 "Releasing Resources to the Frontline” July 2004
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Efficiency savings were delivered in an
environment where public expenditure was
increasing in real terms. Conversely, the 2011-
15 Budget envisages cuts in public expenditure

1.5  The public sector in Northern Ireland has
faced a range of efficiency challenges
over successive budgets. However, earlier
efficiency initiatives were generally to
be delivered in a period when public
expenditure in real terms was increasing.
For example, the 2008-11 Budget refers to
planned expenditure growth of 2 per cent
a year in real terms on a UK basis. In cash
terms, Northern Ireland’s 2008-11 budget
planned for annual current expenditure of
£8,308.8 million in 2008-09, £8.596.9
million in 2009-10 and £8,972.4 million

in 2010-11 (representing annual cash
increases of 3.0 per cent, 3.4 per cent
and 4.4 per cent respectively).

Conversely, the current 2011-15

Budget envisages reductions in public
expenditure. In real terms, the percentage
decrease over the 2010-11 NI
Spending Review Settlement for current
expenditure is -2.4 per cent in 2011-12,
4.3 per centin 2012-13, -6.1 per cent
in 2013-14 and -8 per cent in 2014-15.
Capital Departmental Expenditure Limit*
allocations will fall at an even greater
rate over the same period (40.1 per cent
by 2014-15, compared with 2010-11
levels) (Figure 3).

10,000
9,900
9,800

9,700

Current DEL £ Millions
0 v 0 0
w B~ u o
S © o o
S & & &

9,200
9,100

9,000

Current DEL Current DEL

Real Terms

Source: DFP

Figure 3: NI Spending Review Allocation from HM Treasury

2010-11 2011-12 2012-13
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900

800

700
2013-14 2014-15
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Real Terms

4 The expenditure limit within which a department has responsibility for resource allocation (subject fo DFP agreement and

rules), though some elements may be demand led.
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Part One:
Background and Introduction

A series of Westminster Public

Accounts Committee reports have

made recommendations for improving
national efficiency programmes. Further
recommendations were made by the
Northern Ireland Assembly

1.7 Real budget reductions of this nature
are likely to lead to cuts in both service
provision and delivery of capifal
projects. However, the achievement
of efficiencies is sfill a key feature of
the public expenditure agenda. The
2011-15 Budget Statement spells out
the significance of achieving genuine 1.9
efficiency savings: “While the Executive
had less money to allocate as a
consequence of the UK Government's
setflement, we believe that we have now
allocated our available resources fo the
highest priority areas. This should ensure
that key frontline services are protected
as much as possible. However, there

The Westminster Public Accounts
Committee [PAC| has issued four reports®
since 2006 on the effectiveness of
nafional efficiency programmes. A number
of concermns have remained consfant

over this period, particularly regarding

the management and measurement of
efficiency projects. These include:

is a requirement upon the Executive fo e the risk that reporfed gains did not

ensure that these scarce resources are
being deployed in the most efficient
manner possible. | believe that there is still
considerable scope fo drive out genuine,
cash-releasing efficiencies over the next
few years”.

1.8 This is also the case in Great Britain
where the focus on efficiency savings
remains significant. The Westminster
Government intends® that half of the £81
billion reduction in spending planned over
the next three years should come from
efficiency savings rather than through cuts
fo services or delays to important projects.

represent real efficiency savings;

the basis for some claimed
efficiency savings was not sufficiently
challenged;

the absence of baselines showing the
level of performance at the sfart of
each project;

claimed savings which did not take
into account the costs incurred in
achieving them;

the need to measure service quality
robustly to ensure efficiency savings
are achieved, rather than budgets
simply cut; and

evidence that some projects may be
having an adverse impact on service

quality.

5 'The Efficiency and Reform Group's role in improving public sector value for money’, House of Commons Committee of Public
Accounts, 7 Sepfember 2011, HC 1352
6 'Progress in Improving Government Efficiency’ 19 June 2006, HC 978; ‘The Efficiency Programme: A Second Review of

Progress’ @ July 2007, HC 349; 'Evaluating the Efficiency Programme’ 21 July 2009, HC 520; 'Progress with VFM savings

and lessons for cost reduction programmes’ 27 October 2010, HC 440



1.10  The Assembly’s Committee for Finance
and Personnel (the Committee) raised
similar concerns in relation to Northern
Ireland. The Committee’s June 2010
report’ identified o number of key issues
including:

® the need fo identify services and
strategic policies to be prioritised so
there will be no reduction in quality
of these services or in outcomes
achieved:

e the imporfance of a sfrategic
approach to targetfing, delivering and
monitoring efficiency gains which
avoids “crude ‘salami slicing” of
departmental budgets”;

e the need for DFP to ensure a clear
definition of valid efficiency savings
is applied in its own guidance to
departments, and by departments in
their EDPs;

e the importance of DFP's central
personnel role in ensuring the
capability within departments to
identify valid efficiency savings
and that a culture of efficiency is

embedded: and

e that DFP should ensure departments
were applying the lessons and action
points arising from reviews by NAO
and the Westminster PAC.

1.11  DFP responded to the Committee’s

recommendations in October 2010, both

in writing and through an oral evidence
session. DFP guidance on Savings
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Delivery Plans issued to all departments
in preparation for Budget 2011-15,
advised that due regard should be given
fo the Committee’s recommendations. The
Committee also encouraged NIAO fo
review the performance of departments
fo date, in order to inform any future
efficiency drive.

This study examines the extent to which the
2008-11 efficiency programme delivered
efficiency savings and the lessons that can
be learnt for the current Budget period

1.12  Overall, departments reported £1,600
million of resource-releasing efficiency
savings against a farget in EDPs of
£1,605 million (99.7 per cent of the
cumulative 3 year target]. The targeted
level of savings (3 per cent) was removed
from the departmental baselines at the

start of the 2008-11 budget process.
1.13  NIAO's study methodology consisted of:

* a review of relevant literature -
including the 2004 Gershon Report,
NAO and Westminster PAC reports
on previous efficiency programmes,
together with Wales Audit Office and
Audit Scotland reviews of efficiency
programmes in their respective
jurisdictions;

* a review of guidance - on efficiency
savings produced by HM Treasury,
OGC and DFP;

7

NIA Committee for Finance and Personnel, Report on the Preliminary Inquiry info Public Sector Efficiencies, 2 June 2010
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Part One:
Background and Introduction

e examining a sample of 42 efficiency
projects - drawn from the four largest
spending departments (DE, DEL, DRD
and DHSSP) which, between them,
accounted for around £1,303 million
(81.4 per cent) of reported savings.
A list of the projects we examined,
fogether with our assessment of
whether these savings represented
efficiency savings, is of Appendix 1;
and

* interviews with key personnel -
in DFP, the four largest spending
departments and in the Health and
Social Care Trusts® (HSCTs).

8  There are five area frusts which provide health and social care services to their residents — Belfast, South Eastern, Northern,
Southern and Western.
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Part Two:
The Measurement of Departmental Efficiency Savings

2.2

2.3

As indicated at paragraph 1.4, in

order fo validate that a claimed saving
represents a frue efficiency, it is important
that it meefs a number of criferia. This
means ensuring that financial inputs have
reduced relative fo the baseline and are
therefore resource-releasing; the volume
and quality of service delivery has not
deferiorated; the savings are sustainable
over time; any costs incurred in delivering

the saving have been netted off; and costs

are not simply transferred to the wider
public sector or to service users.

In addition, it is imporfant that all claimed
efficiency savings are amenable to

measurement. This requires clear measures

of inputs (costs/spend); activities/outputs
(e.g. number of participants trained); and
quality of service (e.g. achievement of
qualifications). These should be recorded
and measured for each efficiency project.
A clear baseline position should be
established and figures recorded and
compared for each year over the duration
of the initiative.

The difficulties in measuring efficiency
savings have been clear since such
programmes were first infroduced in
2004. At national level, the Westminster
PAC has, on a number of occasions,
expressed concerns about measurement
weaknesses, doubts around the reliability
of claimed efficiency savings and
evidence that some efficiency projects
were having an adverse impact on
service delivery. Since then, extensive
guidance has been produced fo assist
departments in this task.

Despite this, NIAO found that best
pracfice in the measurement of
departmental efficiency savings had

not, for the most part, been followed in
relafion to the 2008-11 programme. We
have categorised the claimed efficiency
savings that we examined as follows:

¢ likely to be real efficiencies -
these represented cases where we
considered that, conceptually, the
actions taken were consistent with the
delivery of an efficiency and there
was some measurement to support the
claimed efficiency;

e possibly an efficiency, but concerns
over quality of service delivery —
these represented cases where we
considered there was a possibility
of more efficient delivery, but we
had some concerns about whether
quality of service was being
maintained and had insufficient
information to confirm this;

e insufficient Information — these
represented cases where there was
a general lack of information in terms
of financial and/or performance
measures fo provide us with any
assurance; and

e unlikely to be/not an efficiency
— these represented cases where
we found that the types of activities
did not fit with the definition of an
efficiency, or where we found that
the actual financial and performance
information provided did not support
the level of efficiency claimed.
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In around two thirds of the sample we There were a number of projects which we
reviewed, we are unable to offer any consider are likely to have achieved redl
assurance that they are genuine efficiencies  efficiency savings without risk to service
quality
2.5 Overall, we are unable 1o offer
assurance on the maijority of efficiency 2.6 We found that a number of the efficiency
projects that we reviewed. We projects examined, particularly in the
examined 42 projects [see paragraph Health and Social Care Trusts (HSCTs),
1.13). Of these, our judgement is that were sound in their approach and
11 are likely to be efficiencies; a further are likely to have produced efficiency
4 are possibly efficiencies; 14 do not savings without impacting negatively
confain sufficient information to make an on the quality of service provided. Of
informed judgment; and 13 were not, or the 42 projects examined, we consider
were unlikely to be, genuine efficiencies 11 are likely to represent efficiencies
(Figure 4). savings. Case Studies 1, 2 and 3 provide

illustrations of this.

Figure 4: NIAO’s Assessment of Claimed Efficiencies (N=42)

o Unlikely

to be/not an
efficiency

14
cases

o Likely to

be real
efficiencies

Possibly an
efficiency
but with
reservations

Insufficient
information
cases

Source: NIAO
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Part Two:
The Measurement of Departmental Efficiency Savings

Case Study 1
REGIONAL PHARMACY PROCUREMENT PROJECT - SOUTH EASTERN HSCT

A Regional Pharmacy group was established to identify drugs and other pharmacy consumables used across all
the HSCTs which could be purchased under collective contract arrangements. The South Eastern HSCT reports
savings of approximately £1 million from its use of regional pharmacy contracts. For all HSCTs, the savings
identified are £6.6 million over the three year efficiency programme period.

One example of the efficiencies achieved is the Prevenar pneumococcal conjugated vaccine; ifs unit price was
reduced from £325.38 to £190.48 (a 41 per cent saving). South Eastern HSCT achieved total savings of
£163,000 on this item alone.

NIAO considers this project is a good example of how efficiency savings can be made. By standardising
product procurement and exploiting the collaborative purchasing power of health as a region the HSCTs have
been able to provide essential items more efficiently. The project illustrates the scope for better collaboration and
joint working fo realise efficiency savings.

Case Study 2
BELFAST HSCT ENERGY OPTIMISATION PROJECT

The energy optimisation project encouraged the use of modern technology and processes fo reduce the cost of

energy within the Belfast HSCT. These included:
® use of ‘stack economisers’ to reduce fuel use by recovering heat from flue gases;

® oil to gas conversions in eight residential care facilities and the inclusion of solar thermal domestic hot water
heating; and

® general energy optimisation (e.g. ventilation, heat controls, inverter heat pumps).

Belfast HSCT considers that the service fo the end user has been unaffected as the heating and lighting levels are
the same as before.

It estimates that the project has achieved cumulative savings of £1.3 million since 2007-08. Between 2008 and
2011, total energy savings of £3 million were achieved (including energy optimisation project savings) while
capifal investment costs of £1.7 million were incurred on energy projects.

Although NIAO considers that this project is likely to have resulted in efficiency savings, we note that savings
have been reported based on recurrent costs only and do not adjust for those capital costs incurred in achieving
them.
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Case Study 3

SOUTHERN HSCT - FOSTER CARE PROJECT

The aim of the project was fo reduce the reliance on private foster care placements by increasing the availability
of alternative foster care providers such as traditional foster care placements. Private agencies are the most
expensive providers of foster care, with an estimated minimum cost of £50,000 per placement per annum
(fraditional placements are £30,000 a year). In 2007-08 the Southern HSCT had 19 placements with private
agency providers at a cost of £943,160. By 2009-10 this had reduced to 10 at a cost of £526,700. This
saving occurred during a period when demand for foster care places had risen by 23 per cent.

Given the increase in demand and the limited availability of traditional foster care it is likely that, without this
project, there would have been an increased reliance on the more expensive option of private agency placements.

The Southern HSCT is responsible for the inspection and registration of all foster care providers in its area.
NIAO notfes that, while this should ensure that the quality of foster provision is not compromised, as the
standards applied for inspection and registration remain the same, no specific evidence was collated regarding
maintenance of the quality of care as a direct consequence of the project.

It is possible some other projects will deliver
efficiency savings, but there is a risk to
quality of service and sustainability

2.7

2.8

There were a number of other projects
undertaken where we found some
evidence to indicate that efficiency
improvements had occurred, for example,
cosfs had been reduced and the

volume of service delivery maintained

or increased. We categorised a further
four of our sample as being possible
efficiencies.

We recognise that in these cases genuine
aftempts have been made to deliver
services more efficiently. However, we
also had some concerns that the claimed
efficiency savings either may not be
sustainable in the longterm, or did not
have sufficient information on the quality
of service delivery to offer complete
assurance on the efficiency.

A lack of basic financial and performance
information meant we could not confirm
whether almost a third of the projects we
examined had achieved efficiency savings

2.9

Of the 42 projects examined, we
found that in 14 cases basic financial
and performance information was not
available to allow us to come fo a view
on whether efficiency savings had been
achieved. The main deficiencies in
information are set ouf in paragraphs

2.10 10 2.16 below and included:

(@) a lack of robust and comprehensive
baseline information:

(b) no clear link between the ratio of
inputs to outputs; and

(c) insufficient information about the
quality of service delivery and/or
performance.
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(a) Many efficiency projects lacked
robust and comprehensive baseline
information

When efficiency targefs were previously
infroduced under the 2004 Spending
Review, OGC guidance was clear

that measurement of both financial
savings and quality of service was to be
against the organisation’s own previous
performance (and not, for example,
against other organisations or against
fargeted levels of service). Measuring
efficiency savings requires:

® o measurement methodology for
savings, supported by an evidence
based assessment of quality; and

* clear baselines for all the inputs,
outputs (or outcomes) and service
quality levels that are specified in the
measures before efficiency activity is
begun.

Many of the efficiency projects

we reviewed had not established
comprehensive baseline information

at the outset. As a result of wide scale
restructuring of the health service, HSCTs
faced distinct challenges in measuring
efficiency gains using information systems
designed for other purposes and for a
greater number of legacy bodies. The
Southern HSCT, for example, told us
that organisational restructuring under
the Reform of Public Administration

(RPA) had posed significant challenges
in establishing baseline information fo
provide evidence of efficiency savings.

(b)

2.12

2.14

Efficiency is measured as the
relationship between inputs and
outputs (unit costs). Relatively few
of the individual efficiency savings
were calculated or reported by
departments on this basis

As cashable efficiency savings are based
on reducing inputs for the same outputs

or reducing prices for the same outputs,

in order to calculate savings departments
need fo measure inputs and outpufs”. At its
most basic, this ratio (in effect the unit cost
of level of productivity] needs fo improve
from the baseline position in order fo
prove that it is a genuine efficiency.

Few of the efficiencies we examined were
calculated on the basis of the relationship
between inputs and outputs. This can

be a difficult task, particularly in the

health sector where offen projects are not
fruly stand-alone, and the relationships
between inputs and outputs are complex
and affected by such considerations as
increasing demand for services and the
infroduction of new freatments.

Nevertheless, in the absence of this basic
information, it is not possible for NIAO
fo offer any assurance that the claimed
efficiency savings have in fact been
achieved. lack of basic financial and
performance information (in particular,
unit cost and productivity measures)
undermines the claimed efficiencies
reported by departments and means that
such efficiencies are not supported by
objective evidence.

9@  OGC guidance states that where the efficiencies arise solely from reducing inputs, it is only necessary to demonstrate that

service quality has not deteriorated
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Case Study 4
NORTHERN HSCT - CRISIS RESOLUTION HOME TREATMENT SERVICES

An efficiency project saving of £1.4 million was identified by the Northern HSCT's Mental Health & Disability
(MH&D) Directorate. The project consisted of the creation of a ‘Crisis Resolution Home Treatment Service' (CRHT)
from April 2009, which allowed patients with mental health problems to be treated in their own homes, without
the need for admission to an acute psychiatric inpatient unit.

As a result of the project, hospital admissions have reduced and there is less pressure on hospital beds. Patients
are also reported as preferring this type of service and find it supports more effective recovery. Savings were
achieved by the closure of 28 beds af Whiteabbey and Holywell hospitals.

NIAO considers that, while this is an innovative project, there is insufficient information to defermine whether
efficiency savings have resulted. The impact on quality of care is difficult to establish as CRHT is awaiting @
formal regional audit, reviewing the service against its original aims. Given that hospital beds have closed, this
may cause problems if these resources are required in future.

(c) In many cases, departments are ensure compliance with the appropriate
not able to demonstrate clearly that regulatory regime tended to report on the
quality of service or other aspects of hospital or service as a whole and did not
performance have been maintained specifically address the area affected by

the efficiency (see Case Study 4).
2.15  Efficiencies cannot be achieved by
reducing cosfs if that compromises the
quality or quantity of outputs. The report In our view, a number of the projects we
of the Assembly’s Committee for Finance examined were clearly not efficiencies
and Personnel (see footnote /) called for
robust safeguards fo ensure that there was~ 2.17  We consider that a number of the
no diminution in the level and quality of reporfed efficiencies we examined are
service provision in priority areas. clearly not efficiencies. These included
examples where:
2.16  In many of the projects reviewed, we

found that it was not possible to defermine (@) there was a reduction in the budget

if quality of service had been maintained. and a cut in service delivery;

In the health sector, for example,

information which was relevant to quality (b) income was raised by infroducing new
of care (such as re-admission rates) was or increased charges which passed
offen not available af the level of the the cost onto the service user;

ward or unit where the efficiency measure
had been implemented. Inspections to
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(c) capital projects were postponed or
cancelled:

(d) unit costs of provision had in fact
increased: and

and should release resources to the
fronfline. We recognise that efficiencies
can be delivered by reorganising service
provision. In such cases, however, we
would expect fo see clear evidence that

the particular service was designated as
low priority and remedial measures were
put in place to maintain overall service
quality: this type of analysis was not found

(see Case Study 5).

(€) upfront and/or investment costs were
not netted off the claimed efficiency.

(a) Some of the reported efficiencies
appear to have reduced service
delivery

2.18  Akey fenet of efficiencies is that they
should not result in cuts to service delivery

Case Study 5
DRD BUS ROUTE SUBSIDY

DRD generated savings by withdrawing, from 2008-09, an annual £2.1 million bus route subsidy paid to
Translink. As a result, the service provided by Ulsterbus has been reduced on low use routes and timefables. DRD
reports that there was no reduction in the services provided by the Metro and Goldline services.

DRD states that is difficult to determine to what extent increases in bus fares in the period were attributable fo the
withdrawal of the subsidy, as other factors such as fuel costs and wage increases also have an impact on fare
levels.

Translink has advised DRD that it is not possible to produce statistics which link performance of routes on which
subsidy was payable in 2007-08 to the period to 2010-11, as there have been a number of revisions to the bus
network in the intervening period. Many of the savings were achieved by minor timetable modifications which
Translink considers did not have a serious defrimental effect on passenger travel options. Translink told us that the
services reduced were, by definition, low use routes (hence the subsidy) and this means the overall network is
more efficient in fransporting people within limited budgets. Translink also sfafes that “optimisation of loss making
services allowed enhanced frequency in demand lead routes”. Customer satisfaction rates remained relatively
stable over the period, although the number of passenger journeys has declined from 22.3 million in 2007-08 to
19.5 million in 2010-11.

NIAO considers that, as baselines were not set af the outset and outputs have not been measured, it is not
possible to make a direct correlation between the removal of this subsidy and impacts on routes and timetables.

NIAO considers that this saving is not an efficiency as it has resulted in a reduction in service delivery.
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Case Study 6

DRD - GENERATION OF ADDITIONAL INCOME BY ROADS SERVICE

DRD generated additional income and reduced demand on the Executive's budget by increasing parking fees
and penalties to the public. DRD considers it maintained, and in some cases improved, the level of output, i.e. the
provision of on-street parking. On-sireet parking was extended in July 2008 fo include Lisburn and, in September
2008, to include Newry. The number of traffic attendants also increased in that time.

This efficiency measure has resulted in increased fees being charged to the public for parking and penalties.
DRD highlighted that parking fees range from 50p to £1.00 per hour and that this is a more favourable rafe than
is charged by private providers of car parking. DRD also indicated that there had been no increase in parking
pendalties since 2006. There were some minor upfront costs associated with changing signage etc.

NIAO considers that this measure does not represent an efficiency, as the savings reported have resulted from the
generation of additional income in the form of increased costs o service users. DRD notes that DFP was contfent
that income from charging could be included in departments” EDPs (see paragraph 2.19).

(b)

2.20

Increased charges do not represent
genvuine efficiencies

In Northern Ireland, DFP took the view

that income from charging could be

included in departments’ EDPs. At

departmental level, income-generation

projects were included in a number of

EDPs. For example, the HSCTs agreed

with DHSSPS that income generation

projects were appropriate for inclusion as

an efficiency measure. In addition, DRD's (c)
EDP also counted increased car parking
fees as efficiencies (see Case Study 6).
We recognise from a budgefary 2.21
perspective that the public secfor may

need to infroduce or change ifs charging

policies as a means of generating

additional revenue. However, in our

view, these are nof genuine efficiencies.

Increased income from charging is not

included in the efficient government

programmes in GB, as this is seen as
constituting a reduction in service. The
Committee for Finance and Personnel

has also questioned the appropriateness
of such measures. It considered that, if
budgetary savings and other measures are
to be included in EDPs, then these should
be distinguished from proper efficiencies.
We agree with this viewpoint.

Postponement of capital projects
does not represent a sustainable
efficiency

Efficiency savings should represent lasting
improvements in the way public money

is spent. Once secured, they should be
sustainable for the foreseeable future.
OGC guidance stipulates that one-off
savings, such as the sale of assefs or
cancellation or postponement of capital
projects, do not represent efficiencies.
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2.22

We found a number of projects for which
efficiency savings had been reported
which were non-recurrent capital savings
(see Case Study 7). This was particularly
evident in DRD which has a large capital
budget and where its scope for effecting
savings was therefore constrained. Had
better guidance been provided, these
savings might not have been classified
as efficiencies and would have been
recognised as consfituting cuts in the
capifal budget.

(d)

2.23

Unit costs of delivery had increased
in some cases

Efficiency is measured as the ratio of
inputs to outputs. By definition, there
cannot be an efficiency where this ratio
deteriorates and the unit cost of service
delivery increases. We found examples
where savings were claimed without
any recognition being given to the
overall unit cost of service delivery (see

Case Study 8).

Case Study 7

DEPARTMENT OF EDUCATION (DE) CAPITAL EFFICIENCY SAVINGS

DE has claimed that it achieved efficiency savings of £27.28 million in 2009-10. This figure fully reflects the
savings anficipated in its EDP. DE stated that this represents the difference in what was requested under the
Investment Strategy and what was allocated - that is, a reduction in budget. This had a direct impact on the
delivery of projects. DE told us that it has also pursued efficiencies in its capital programme through a range
of wider measures, including new Procurement Framework procedures; economies of scale and scope in the
schools’ estate through an Area Planning approach fo the invesiment programme and the establishment of the
Education and Skills Authority; and the pursuit of additional capital receipts arising from rationalisation of the
schools’ estate.

NIAO considers that a cut in capital budgets is not an efficiency; the savings claimed have therefore been
overstated. NIAO also notes that an element of savings was to be achieved by including increased levels of
asset disposals but considers that the disposal of assets, as a one-off cash releasing exercise, cannot be defined
as a true efficiency saving.
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Case Study 8

DE CONSTRAINT OF TEACHERS AND NON TEACHERS PAY

DE has claimed £6.04 million of cash releasing efficiency savings based on constraining the cost of living
increases and pay progression of teachers and nonfeachers through pay negotiation. The claimed efficiency
was based on the difference between the actual rates of pay agreed and the anticipated rafe based on previous
years' increases. DE was expecting pay fo increase by 2.5 per cent per annum; the actual rate was 2.45, 2.3
and 2.3 per cent respectively. It therefore claimed 0.05, 0.2 and 0.2 per cent as efficiencies.

However, these claims take no account of the fofal spend on teachers’ and noneachers’ pay and the ratio of

inputs (pay) to outputs (student numbers). These show that while the general rafe of inflation in the economy over
this period was 7.7 per cent, the total pay bill for teachers and non-teachers increased by 8.3 per cent and the
number of pupils decreased by 1.1 per cent. As a result, the tofal staff cost per pupil increased by 9.3 per cent
in cash terms and 1.8 per cent in real terms.

NIAO accepts that during this period the quality of service delivery has been maintained or improved if
measured by educational outcomes [exam success). However, it is difficult to see how this represents a resource-
releasing efficiency, as the staff cost per pupil has increased in real ferms over the period.

(e)

2.24

2.25

Savings were not always reported
net of any additional costs incurred
in their delivery

CGood practice indicates that the
measurement of efficiencies should capture
all additional costs which have been
incurred in achieving the improvements
made. We found, however, that a number
of projects reported efficiency savings
without netting off the additional costs
incurred in achieving them.

2.26

HSCTs, for example, identified savings on
administration costs arising from the RPA.
These savings rose progressively to £49
million a year by 2010-11 relafive to

the 2006-07 baseline. The savings were
achieved in part from the rationalisation
of posts and the centralisation of services
which involved, in some cases, voluntary
redundancies and voluntary early

refirements. The cost of achieving these
reductions was £82 million. These costs
were not nefted off the savings figures
reporfed fo the Executive as achieved
efficiencies.

DHSSPS told us that it was important to
nofe that:

DHSSPS and the HSCTs had
consistently publicised both the costs
and the savings throughout the RPA
process;

in its view, it was not possible to state
recurrent savings nef of non-recurrent
costs and hence the department’s
approach in always cross referring
between the two figures was correct,
open and transparent on the nature of
the saving;
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2.27

® each individual approved case for
Voluntary Redundancy or Voluntary
Early Refirement in any case
considered all costs and benefits and
had to demonstrate a pay back within
3.5 years. Therefore the offsetting of
cosfs was a fundamental part of the
decision-making process; and

e the manner in which the savings was
reported was entirely in line with
Norther Ireland guidance.

Where HSCTs incurred capital costs in
order fo realise efficiency savings [such
as for the refurbishment of wards or the
infroduction of more energy efficient
heating and ventilation systems) these
costs were not netted off the savings

claimed by DHSSPS.

Overall Conclusions and Recommendations

2.28

2.29

For around two thirds of the projects
we examined, NIAO can offer no
assurance, that genuine efficiency
savings have been achieved. This
reflects a lack of understanding by
departments of what represents an
efficiency, and a lack of sufficient
financial and performance information.
We recommend that departments do
more work to improve information
systems, particularly to identify the
unit cost of activities and to quantify
current performance.

There are some good practice examples
where real efficiencies are likely to have
been delivered. These include areas

2.30

2.31

2.32

such as improved procurement, energy
efficiency and efforts fo reorganise

the workforce fo improve productivity.
We recommend that good practice
examples of this nature are identified
and disseminated across the wider
public sector.

Around a third of the projects we
reviewed did not have the basic
financial and performance information
necessary for us fo make an informed
judgement on the achievement of
efficiency savings. The quality and
fransparency of information needs fo
be improved and better documented.
We recommend that departments
maintain a clear audit trail to support
the identification, monitoring and
reporting of future efficiency or
savings measures.

The relationship between efficiency and
quality of service is complex. There

is a risk that some of the projects we
examined either may not be sustainable,
or may have an adverse impact on
quality of service. We recommend that
future efficiency or savings initiatives
include measures which seek to
capture quality of service. This is
likely to require a range of indicators
in complex areas such as health
provision.

Departments, on the whole, measured
only inputs, in cash terms, but there
was litfle focus on the measurement

of outputs, quality, and the extent to
which frontline services were protected.
Efficiencies cannot be validated unless




2.33

2.34

departments collate all the necessary
information. We recommend that
departments establish measures of
inputs, outputs and quality of service
for all savings programmes; that a
robust baseline is established; and
that all these measures are monitored
and reported on comprehensively, on
an annual basis.

Departments did not always net off the
upfront investment costs or the additional
recurrent costs necessary to deliver

an efficiency. This is misleading. We
recommend that in measuring and
reporting future savings, all such

costs are counted and netted off the
reported figure.

We found a number of examples where
departments had increased charges as
a means of raising income. These are
not genuine efficiencies, but transfer the
cost onfo service users. We recommend
that departments give greater
consideration to the impact that
“savings” will have on service users
to ensure they are not disadvantaging
particular client groups.
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Guidance to departments was not
sufficiently detailed and was not fully
implemented

3.1

3.2

3.3

In GB, extensive guidance on managing
and measuring efficiencies has been
produced since the Gershon Report in
2004 (see footnote 3). In particular,
OGC, which coordinated the Efficiency
Programme, issued comprehensive
measurement guidance to departments
and offered significant assistance to GB
departments. OGC guidance includes,
for example, how to set baselines, how
fo avoid double counting efficiency
savings, how to demonstrate the
sustainability of efficiencies and, above
all, how to measure quality of service,
because “there is no efficiency unless it
is possible to demonstrate that service
levels have at least been maintained”.

DFP had overseen a previous efficiency
programme in the 2004-07 Budget.
This programme had aimed fo achieve
gains of 2.5 per cent each year, half
of which was to release resources to
frontline services. In order to measure
these efficiencies, DFP required all
departments to produce Efficiency
Technical Notes'?, as a robust means of
measuring, moniforing and quantifying
the targeted financial impacts.

For the 2008-11 period, DFP issued
guidance fo departments on the
preparation and monitoring of EDPs:

® In October 2006 '‘Comprehensive
Spending Review Guidance' on the

preparation of EDPs usefully identified

3.4

supporting indicafors (such as sfaff
numbers, unit cosfs or input costs
against benchmarks) which were to
be established for each project and
against which progress in improving
efficiency should be monitored; and

e The 'Framework for Monitoring of
Budget 2008-11" (the Framework
outlined arrangements for monitoring
performance against EDPs.

DFP guidance provided helpful advice to
departments, particularly on the need for
evidence to support estimated savings,
and the requirement to monitor progress
against af least one supporting indicator.
There were, however, a number of
points not specifically addressed in the
guidance:

® q definition of what constituted an
efficiency measure. For example,
guidance did not address whether
income generated as a result of
passing on fees and charges fo users
could be regarded as an efficiency
saving''. The guidance stated that
one category of efficiency savings
was “allocative efficiency: releasing
resources by fransferring activity from
less effective to more effective policy
inferventions”. How this would be
measured and evidenced is not clear
from the guidance;

* how efficiencies should be identified
although reference is made to the

Gershon Report (in which this is
addressed): and

10  Efficiency technical nofes set out how departments proposed to measure and monitor progress against the 2004-07

11

efficiency targets
Guidance did, however, rule out measures which shifted costs onfo other government departments
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* the production of business cases fo
support the EDP and defail the the
rationale behind individual efficiency
projects (for example, a decision to
close a ward or a residential home).

3.5  While guidance was provided on the
monitoring and measurement of savings,
it was not comprehensive and did not
include:

® a requirement that efficiencies should
be recorded net of upfront'? and
investment costs (although there
are a number of references to et
cashable savings’ we consider the
definition could have been clearer.
However, where efficiencies were not
recorded net of upfront and investment
costs, this was clearly confrary to
DFP guidance and appears to have
resulted from the failure of departments
fo communicate the requirement to
their arm’s length bodies);

* a requirement that efficiency savings
should be sustainable in the long-ferm,
and not one-off savings achieved, for
example, by cancelling or postponing
capital projects; and

® a requirement fo set quality indicators,
although depariments were required
to include in EDPs their plans for
mitigating any adverse impact on
quality of service.

3.6 There were also a number of
requirements set out in the guidance
which our review of 42 projects

3.7

(described Part 2) indicates were not
always implemented in practice:

e the supporting evidence underpinning
efficiency savings was to be subject
fo rigorous scrutiny within departments
and DFP (Supply), supported by
expert analysis where possible;

e the guidance also required the EDP to
include a breakdown of savings by
category'® which would be used to
"benchmark Department'’s efficiency
programmes against each other and
fo communicate fo the public the
sources of savings at a Government-
wide level”. However, while this
information appeared in some, but
not all, EDPs, the monitoring refurn to
DFP did not require this information to
be provided for efficiencies achieved,
and efficiency savings were not
reporfed fo the Executive on this
basis; and

e guidance to Departments was that,
in monitoring implementation of
efficiencies in high priority areas
of frontline delivery, they would be
expected “fo provide evidence that
there has not been a detrimental
impact on services fo the public”.

In June 2010 the Assembly’s Committee
for Finance and Personnel (see footnote
7) emphasised the need for DFP o
ensure departments applied the lessons
and action points arising from previous
reviews by NAO and the Westminster
PAC. The Committee also called for

a clear definition of efficiencies to be

12 There was a requirement fo identify upfront costs and explain how they would be met.
13 The categories, which were derived from the original Gershon typology, were: procurement; productive fime; corporate
services; transactions; administration/policy, funding and regulation; allocative efficiency; and other.
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provided. DFP advised the Committee
that their recommendations and lessons
learned from the 2008-11 EDPs would
feed info future guidance on savings
delivery plans.

DFP monitored EDPs at a high-level but its
role was not to evaluate EDPs or validate
reported efficiency savings 3.11

3.8 Past reviews of Efficiency Programmes in
Westminster have considered it essential
that there is a cenfralised, coordinating
body with responsibility for challenging
departments on their management and
delivery of efficiencies. NAO's review'*
of the management of the Efficiencies
Programme in 2007 considered that the
basis for some claimed efficiencies was
not sufficiently challenged and called for
HM Treasury to adopt a more rigorous
process for reviewing the supportfing
evidence for departments’ claimed
efficiencies.

3.9  NAO's review also considered the role
of the OGC'* Efficiency Team which
was responsible for driving forward and
co-ordinating the Programme. The Team 3.12
had challenged departments” efficiency
plans and in some cases influenced the
make-up of those plans. OGC monitored
delivery against targets and developed
a reporting process which required
senior management fo sign off reported
progress.

3.10  Inits report'® on the 2008-2011
VFM savings programme, the PAC at

Westminster made clear that it expects
HM Treasury to take full responsibility
for the delivery of future cost reduction
programmes, it cannot “simply reduce
departments” budgets and then walk
away from responsibility for the delivery
of the level of savings required across
government”.

In its June 2010 report the Assembly's
Committee for Finance and Personnel
expressed its view that the central
monitoring role of DFP was crucial in
relation to the capacity of the public
sector fo identify and deliver efficiencies.
DFP told the Committee that although it
had required EDPs to be published, it
had not carried out a formal evaluation
of these plans. This was regarded as

a matter for departments, given that it
was departments, and not DFP, who
were accountable for delivery against
those plans. DFP told the Committee it
had a coordinating role in the process,
as a reflection of its wider role in
ensuring “public expenditure is managed
effectively fo deliver value for money for
the people of Northern Ireland”” .

In its Framework (see paragraph 3.3)
DFP indicated that it would adopt a risk
based approach in its monitoring of
EDPs. This was fo involve:

® meeting with departments every four
fo six weeks as part of their normal
business. The implementation of EDPs
was added as a regular agenda item
af these meetings;

14 'The Efficiency Programme: A Second Review of Progress’ NAO, February 2007

15 In June 2010 OGC moved from HM Treasury fo the Cabinet Office to become part of the Efficiency and Reform Group (ERG).
16 'Progress with VFM savings and lessons for cost reduction programmes’ Report, July 2010.

17 DFP's ‘Framework for Monitoring of Budget 2008-11 Efficiency Delivery Plans
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savings as well as ensuring that there is
not a negative impact on priority frontline
services”.

® departments submiting biannual
reports to DFP fo facilitate reporting to
the Executive; and

* liaising with departments in cases
where it had become apparent that
efficiencies would not be delivered.

Published EDPs lacked detail on the rationale
for the chosen efficiencies and the basis
of measurement, and offered insufficient

DFP's approach, as set out in the assurance that frontline services were being

Framework, was fo involve greater protected
challenge and interrogation for those
EDPs where implementation was proving 3.15  Publication of EDPs'? aimed fo ensure

difficult or where there was a significant
risk that targefed savings were not being
achieved.

openness and fransparency in the
process and to reassure the public
that efficiency savings would not be
straightforward budget cuts. However,

3.13  DFP’s monitoring of EDPs was therefore some departments produced EDPs which
at a high level and DFP has indicated provided litlle detailed information
that more detailed monitoring was only and which would not have allowed
undertaken where a department had for meaningful public scrutiny. This is
flogged a measure as ‘red” (where the illustrated by the extract from DELs EDP
project status was classified as green, which setfs out the defail supporting one
red or amber] i.e. highlighting that of ifs efficiency measures (Appendix
planned savings may not be delivered. 2). From the information provided, it
DFP told NIAO that its main assurance would not be clear to readers of the plan
that savings were being made was that that the efficiency related to a change
the associated funding was removed in the basis for, and level of, financial
from departmental baselines at the start support to disabled persons starting
of the Budget 2008-11 process. employment?.

3.14  DFP’s role was not to validate savings 3.16  In the equality assessment of this
identified by the departments to ensure efficiency measure, DEL identified that
that they represent genuine efficiency the planned reduction in funding of
savings. DFP emphasised that'® primary disability programmes would have
responsibility for EDPs lies with individual a negative impact on those with a
departments: “it is departments who are disability. DEL was therefore required to
accountable for the delivery of efficiency provide evidence of ifs consideration of

18 In the Framework for Monitoring of Budget 2008-11 Efficiency Delivery Plans

19 DFP's Framework for Monitoring of Budget 2008-11 Efficiency Delivery Plans states “The rationale for publishing these
documents on departmental websites was o provide confidence to the Assembly, key stakeholders and the public in general
that NI Departments will deliver the targeted level of savings in a strategic and planned manner rather than through an

20

arbitrary cuts exercise”.

DEL previously funded a basic wage subsidy (Employment Support) based on a % of salary. Under this efficiency measure
DEL started a new scheme [Workable NI} which offered claimants maximum benefit in the first year, but reduced funding as
individuals become more able and were supported by an employer. Employment Support is still operational (it has fewer

than 700 participants) but is not open to new entrants.
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mitigations or justification of the decision
fo proceed despite the negative impact.
The only evidence/|usfification provided
was the comment: “we will maximise the
use of the remaining budget to ensure
that the resources are used as efficiently
and effectively as possible”.

While DEL and DRD placed full EDPs
on their websites, DE provided only a
summary of its EDP on its website - not
the full plan. The published EDP for
DHSSPS set out high level efficiency
savings planned. It was supported by
more detailed delivery plans prepared

by each HSCT.

Departments were asked to set out

in their EDPs at least one supporting
indicator for each efficiency measure,
against which progress could be
measured. Often the indicafor chosen
was not specific or defined in numeric
ferms, e.g. staff numbers or unit costs in
£, but was a narrative such as “monthly
monitoring”, “measurement against EDP”
or “monitoring of expenditure against

reduced budgets”.

Overall, as Part 2 shows, we found

that EDPs were inconsistent in nature:
did not confain sufficient financial or
performance information; and did not
explain in detail how the proposed
efficiencies were fo be delivered. Robust
baselines were not provided and there
was a lack of unit cost and productivity
information or benchmarking regionally
or nationally.

There is scope to improve governance
arrangements. Departments had limited
oversight of their Arms’ Length Bodies’
efficiencies and in many cases simply passed
on a percentage budget reduction without
any underlying analysis

3.20

3.21

3.22

In many cases departments reduced
funding of their Arms’ Llength Bodies
(ALBs) by a flat rate percentage. For
example, in the health sector, DHSSPS
reduced HSCTs budgets by 2.5% (2008-
09); 3% (2009-10) and 3.5% (2010
11) = this amounted to a total reduction
of £244 4 million for the HSCTs (Belfast
HSCT £91.7 million: Southern HSCT
£36 million: South Eastern HSCT £37.1
million: Northern HSCT £43.6 million
and Western HSCT £36 million).

The DHSSPS EDP describes the
monitoring arrangements in place to
ensure savings were delivered without

a defrimental effect on high priority
services: “Monitored through a reduction
of allocations... and ongoing regular
monitoring of achievement against
efficiency targets and overall break even
position...”. Monitoring in this case was
on a quarterly basis to be conducted

by DHSSPS Finance. Monitoring
arrangements made no reference tfo the
steps taken fo ensure service quality was
maintained.

DHSSPS told us that there are well
developed mechanisms and processes in
the Department and Health and Social
Care Board?' ([HSC Board) to monitor
quality and manage performance

across the whole sector. It would

21 The Health and Social Care Board was established in April 2009, its role is to commission health and social services from
the health and social care trusts and to work with the frusts to ensure that these services meet the needs of users.



therefore not consider that specific and
parallel monitoring of service quality
would be required to deal with the
consequences of each of the individual
components that feed into the overall
efficiency programme, as this would be
administratively burdensome and add
little value.

3.26
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fo the original spending settlement.
Headcount and spending outturns for
each department over these three years

are ot Appendix 3.

In GB, HM Treasury guidance required
departments to have robust governance
arrangements fo provide assurance
over the validity of publicly reported

3.23  DEL provided us with a summary of savings. As a result, GB departments
efficiencies realised within the Higher established efficiency teams reporting
Education sector with the caveat directly to a working group, or the main
aftached that “the figures that were board, on their progress against targets.
provided by the higher education There was therefore the opportunity to
institutions have not been validated by scrufinise savings before these were
us”. DEL told us that a validation exercise reported publicly, and to identify if
would have been time consuming and there was sufficient information fo
cosfly fo perform. defermine whether savings measures

had impacted on service quality. We

3.24  Departments provided biannual refurns fo found litile evidence of similarly effective
DFP on their progress against EDP fargets governance arrangements operating
which reported mainly in terms of fofal in respect of the efficiency projects we
amount claimed as saved in the period examined. We did nofe instances,
and forecast savings in future periods. In particularly in the health sector, where
most cases, very limited information was appropriafe governance arrangements
sought and provided in the “supporting had been implemented. Case Study 9
evidence/impact of action” section of sefs out the Belfast HSCT's arrangements
the return. in respect of its MORE Programme

(Maximising Outcomes, Resources and

3.25  There was a lack of clear financial and Efficiencies).

performance information reconcilable
Case Study 9

BELFAST HSCT MORE PROGRAMME - AN APPROACH TO MANAGING AN EFFICIENCIES PROGRAMME

Belfast HSCT's MORE programme was established in 2007 to address both the efficiency agenda and its

underlying deficits. The programme has a strategic focus and aims to deliver sustainable efficiencies/ cost

reductions through the reform and modemisation of services.
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Belfast HSCT set out the following key principles for the programme:

e there should be no compromise on patient and client safety, and service quality and volumes must be
maintained;

® a focus on reforming and modemising services, using innovative and best practice models, to generate
sustainable efficiencies rather than non-recurrent remedies;

® identify, prevent and remove wasfe within sysfems, processes and from an environmental perspective;

* all areas of Belfast HSCT business, services and expenditure should be reviewed and critically challenged,
with no ‘no-go” areas;

® a bottom-up approach, with initiatives and projects developed and delivered by Service and Corporate
Groups, not blunt targets removed from budgets; and

® g culture and way of working integrated and mainstreamed within Belfast HSCT's core business.

The programme sought fo provide accountability, with clear lines of reporting from Project Managers through fo
Workstream Leads, to Direcforate Steering Groups, to the MORE Programme Accountability Board, the Senior
Executive Team and ultimately the Belfast HSCT Board.

The MORE programme is reviewed annually by Internal Audit who have provided satisfactory assurance on the
adequacy of Belfast HSCT's arrangements. In addition, the Health and Social Board's Financial Stability Team
carried out two extensive reviews of Belfast HSCT's MORE programme during 2010-11.

Infernal monthly reporting arrangements for the MORE programme were developed in line with PRINCE/
Managing Successful Projects project management principles. Belfast HSCT also reports quarterly to DHSSPS

in respect of the Comprehensive Spending Review (CSR) element of the MORE programme. During 2010-11
Belfast HSCT reported monthly to the Health and Social Care Board's Financial Stability Programme Board
(FSPB). The FSPB comprises Chief Executives from the Board and the HSCTs, with other key stakeholders, such as
DHSSPS, in attendance.

Under the MORE Programme, approximately 370 standalone projects have been progressed in the period
2008-11. Belfast HSCT has identified that these individual projects had released cash savings of £102.5 million
by the end of 2010-11. In the same period, Belfast HSCT dealt with increasing demands for service provision.
For example, there has been a seven per cent increase in Accident & Emergency attendances over the same four
year period.

The Programme Lleaders in the five HSCTs established an informal network for sharing approaches, ideas and
expertise across the health and social care sector at the outset of the 2007 CSR. This group has since been
formalised and meets at least once every quarter. In addition, HSCTs developed a database of all projects
implemented and planned across the sector, together with contact details, which is available to all health and
social care organisations. The Directors of Planning and Performance in all five HSCTs have also esfablished an
Efficiency and Improvement Collaborative to take forward overarching modemisation/ efficiency worksireams.
As a consequence of the MORE programme Belfast HSCT considers that there is now a strong focus on value for
money amongst ifs senior and middle managers.
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The reporting of efficiencies was not
comprehensive, transparent or meaningful

3.27  When reporting on initiatives such as
the Efficiency Delivery programme, it is
important that the information is clear,
comprehensive and easy to understand.
Absence of such information undermines
the ability of elected representatives

and the public to scrutinise and make
informed judgements on performance.
3.28  AsPart 2 of our report indicates,
we were unable to offer assurance
on whether around two thirds of the

3.29

efficiency projects that we reviewed
represented genuine efficiency savings.
In many cases, this lack of assurance
was due to limited financial and
performance information at individual
project level and a concern that a
saving in one area might have led to o
deterioration in service quality.

DFP's summary of savings achieved for
the three years covered by the 2008-
11 EDPs is set out atf Figure 5. Overall,
departments reported £1,600 million
of resource- releasing efficiency savings

against a farget of £1,605 million (99.7

2008-09
Department Target Savings Savings Target
€m  achieved Achieved £m
£m %
DARD 6.2 7.2 116.1 12.2
DCAL 3.2 3.2 100.0 6.0
DE 63.2 63.2 100.0 124.5
DEL 20.4 20.3 99.5 40.1
DETI 7.7 7.7 1000 152
DFP 6.1 6.1 1000 11.3
DHSSPS 118.2 118.3 100.1 232.9
DOE 3.9 3.9 100.0 7.7
DRD 22.5 22.5 100.0 442
DSD 19.4 19.6 101.0  38.1
OFMDFM 2.4 2.4 100.0 4.6
FSA 0.2 0.8 3545 0.4
Total 2732 2752 100.7 537.3

Source: DFP

Figure 5: Departmental Performance against Efficiency Delivery Plans

2009-10 2010-11

Savings Savings Target Savings Savings
achieved Achieved £m  achieved Achieved

£m % £m %
12.3 100.3 181 18.1 100.0
6.0 100.0 9.4 9.4 100.0
124.5 100.0 184.0 178.5 97.0
40.1 100.0 592 59.2 100.0
16.1 105.9 237 23.7 100.0
11.3 1000 158 15.8 100.0
223.5 96.0 343.1 343.1 100.0
7.7 1000 114 11.4 100.0
44.2 100.0 654 65.4 100.0
39.8 104.4 563 59.2 105.2
4.8 103.9 7.7 9.2 119.8
1.0 2308 0.7 0.8 127.7
531.3 98.9 7946 7938 99.9
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3.30

3.31

per cent of the cumulative 3 year target).
As the targeted level of savings (three per
cent) was removed from departmental
baselines at the start of the 2008-11
budget process, actual savings reported
have generally mafched proposed
savings.

DSD and the Food Standards Agency
(FSA) were the only departments which
exceeded their fargefs across all three
years. Only three departments failed to
meet their targets (DEL in 2008-09 by
0.5 per cent, DHSSPS in 2009-10 by 4
per cent and DE in 2010-11 by 3 per
cent]. DE claimed all efficiencies had
been met in full but it did not publish?? a
revised EDP when it replaced two projects
which had failed fo realise targeted
savings. DE told NIAO that further savings
(fofalling £71.1 million) were identified in
2010-11 to address a number of issues
including the shortfall in efficiencies, but
they were not specifically linked to the

EDP.

In our view this form of reporting,
which provides only monetary values,
lacks sufficient detail, is not informative
and lacks clarity. As noted in Part

2, efficiencies can only be genuinely
claimed where there is no reduction in
the volume or quality of service delivery.
No information was provided, either
by departments or centrally by DFP, on
volume of outputs or quality of services
and therefore there can be no informed
inferpretation as to whether efficiencies
have genuinely been delivered.

3.32

3.38

This form of reporting reflects the

manner in which the Efficiency Delivery
Programme was implemented. A three
per cent proafa cut of baseline budgets
for the period was imposed across all
departments. The policy of a three per
cent target was agreed by the Executive
in May 2007 as a minimum requirement.

The Committee for Finance and
Personnel’s report on efficiencies of June
2010 considered that “...it will be vitally
important for the Executive fo fake a
strategic approach fo targeting, delivering
and monitoring the additional efficiency
gains. This will help to avoid both a
crude salami slicing of departmental
budgets and a disjointed or silo approach
by individual departments, which can

be counterproductive in terms of the
efficiency of the wider public sector”. The
Committee was concerned that

“..the three per cent cumulative efficiency
fargets imposed on all departments

by the Executive may be more easily
achievable for some departments and
put enormous pressure on the others. .
some depariments may be in a position
fo achieve efficiencies over and above
the three per cent farget.” Some concerns
were expressed that “...the current drive
for savings may cause an element of
misdirection in the NICS [Northern
Ireland Civil Service], with focus on the
achievement of long-term objectives

being sacrificed for shorterm gains.”

The Committee heard evidence from

a number of witnesses highlighting the
risks associated with imposing an across
the board percentage cut in budgets.
Professor Colin Talbot?®, when asked how

22 DE was considered to have acfed contrary fo the agreed underfaking to publish EDPs (including revised EDPs|, which was
designed fo provide an assurance that there was no risk of cuts in frontline services.



best to cut public services, stated:
“...the worst way fo do that is by fop-
slicing across the board, because it
damages what you want to keep and

protects what you do not want to keep....

Topsslicing is easy to implement, but it is
extremely damaging, particularly in the
long-term”.

Overall Conclusions and Recommendations

Review of the Efficiency Delivery Programme 39

3.34

3.35

Guidance provided by DFP was not
sufficiently detailed and was not fully
implemented by departments. It did

not define an efficiency saving; detail
how departments should monitor and
measure savings; provide advice on

the need fo net any investment costs off
against savings; or seek assurance that
the saving had not impacted adversely
on service users. We recommend that
more substantive guidance is prepared
for future savings or efficiency
programmes. Guidance should be
published and disseminated before the
programme commences. The training
needs of staff involved in managing
and measuring efficiencies should be
assessed and any necessary training
should be provided to departments.

There was no centralised challenge
function over the content of EDPs and
the validity of efficiencies reported by
departments. We recommend that in
future efficiency programmes a central
body advises departments on how

to identify and measure efficiencies
and works with departments to put in
place arrangements to evaluate future

3.36

3.37

savings/efficiency plans, challenge
proposals and validate claimed
savings. In our view, this function
would fall best within DFP. DFP has
expressed to NIAO ifs concerns that,
if it were allocated additional tasks

in ferms of challenge and scrutiny of
departments’ efficiency plans, this would
go beyond what was envisaged by
the Executive when individual ministers
were expressly charged with realising
efficiencies within their departments.
DFP also considers that the proposed
scrutiny role would be time-consuming
and costly fo perform.

Departments’ published EDPs were
inconsistent; lacked transparency about
what was actually being proposed and
the potential impact of those proposals;
did not provide information sufficient to
allow for meaningful public scrutiny or
internal monitoring; and did not provide
an adequate basis for the measurement
of efficiency savings. We recommend
that future savings or efficiency plans
should be more comprehensive in
nature and should provide sufficient
detail to allow for proper and full
public scrutiny. Annual performance
should be reported to the same level
of detail as the plans themselves.

Departments failed to challenge

or validate efficiencies where the
implementation lay with ALBs, imposed
percenfage reductions without a

clear analysis of baseline positions
and failed to ensure frontline services
were not affected. We recommend
that departments exercise improved

23 Professor Talbot, of the University of Manchester, has advised a number of Parliamentary commitiees on performance
and public spending. The Committee for Finance and Personnel also heard evidence from Victor Hewitt of the Economic
Research Institute of Northern Ireland and referred to the 2009 report from the thinktank DEMOS “Getting More for Less:
efficiency in the public sector”. The report had warned of the risks of strategies such as ‘salami-slicing” which “might secure

inifial savings, but will make things more expensive in the long term”.



40 Review of the Efficiency Delivery Programme

Part Three:
Overall Management of the Efficiency Programme

oversight of their ALBs efficiency
proposals, enhance their scrutiny

role and improve governance
arrangements. Departments should
provide a strong challenge function to
their ALBs in relation to the planning
and delivery of future efficiency
measures, including the need to
ensure that quality of service is
maintained.

3.38  Public reporting of efficiencies was
not fransparent, comprehensive
or meaningful. Progress against
departments’ overall savings target was
reported to the Executive and Assembly
but was not published. Information
on performance against the defails
confained in EDPs was not published
and litlle, if any, reference was made
in departments” annual reports?*. We
recommend that future reporting
of savings is more comprehensive
in nature and includes high level
measures of spend, outputs and quality
of service.

24 DHSSPS referred to the achievement of its efficiency fargets in its 2008-09 and 2010-11 resource accounts; DE referred
to the efficiencies o be derived from convergence under Education and Skills Authority in its 2009-10 resource accounts.

Neither DEL nor DRD made reference to performance against efficiency targets in resource accounts from 2008-09 to
2010-11.
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Appendix 1
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Appendix 2:
(Paragraph 3.15)

Extract from DEL Efficiency Delivery Plan 2008-11

WS?7: Reduction in Funding of Disability Programmes

Department Department for Employment and learning

Efficiency Measure Transactions

This efficiency is about limiting expenditure in this area.
Ministerial Agreement to plan received Yes

Senior Responsible Officer [Grade 5]

1. Forecast of Savings Accruing from Efficiency Measure (£m)

Baseline Savings

2007-08 2008-09 2009-10 2010-11
Admin
Resource 5.70 0.40 0.40 0.40
Capital
Total 5.70 0.40 0.40 0.40

2. Summary of evidence supporting scope for realising savings

This efficiency is about limiting expenditure in this area.

3. Summary of any potential wider benefits (including non-resource releasing gains)

None.

4. Summary of Key Actions and any Upfront Costs

4a: Description of Key Actions
To identify impact on services / policy delivery at an early stage.
4b: Details of any Upfront Costs

None.




Review of the Efficiency Delivery Programme 51

5. Timetable

TIMETABLE FOR DELIVERING EFFICIENCIES

Date Action Owner Outcome

Winter 2006/ Spring Prep for Work Division. [Grade 5] To ensure that such a

2007 reduction is manageable
and deliverable wef April
2008.

6. Summary of monitoring arrangements to ensure forecast level of savings are delivered without a
detrimental impact on high priority services.

Indicator Data Source Who monitors? How often?
Reduction in Prep for Work Disabled Advisory Service Quarterly
Funding of

Disability

Programmes.

7. Summary of equality impact assessment and details of any mitigating actions.

Equality Impact Mitigating Action

Section 75 Disability We will maximise the use of the remaining budget to
ensure that the resources are used as efficiently and
effectively as possible.

8. Key risks and interdependencies to implementation and details of contingencies.

Key risks Contingent Action
Section 75 breach may result in lack of support for Consider alternative proposals including increasing
efficiency saving af ministerial level. savings elsewhere.

Negative press for DEL.
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Appendix 3:
(Paragraph 3.25)

Departmental Outturn and Total Staff Numbers

DHSSPS
Gross Expenditure (£000s)

Staff Numbers

DRD
Gross Expenditure (£000s)

Staff Numbers

DEL
Gross Expenditure (£000s)

Staff Numbers

DE
Gross Expenditure (£000s)

Staff Numbers

Source: Departmental Resource Accounts
*excludes £1.1billion for Roads Service cost of capital

2008-09

4,335,732
1,722

1,948,013
2,654

791,129
1,791

1,039,658
677

2009-10

5,002,426
1,651

1,059,626
2,496

868,652
1,870

2,026,903
745

2010-11

4,380,831
1,370

*734,225
2,465

887,610
1,956

1,993,717
653
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NIAO Reports 2011-2012

Title
2011

Compensation Recovery Unit — Maximising the Recovery of Social
Security Benefits and Health Service Costs from Compensators

National Fraud Initiative 2008 - 09
Upfake of Benefits by Pensioners
Safeguarding Northern Ireland’s Listed Buildings

Reducing Water Pollution from Agricultural Sources:
The Farm Nutrient Management Scheme

Promoting Good Nutrition through Healthy School Meals

Continuous improvement arrangements in the Northern Ireland Policing Board
CGood practice in risk management

Use of External Consultants by Northern Ireland Departments: Follow-up Report
Managing Criminal Legal Aid

The Use of Locum doctors by Northem Ireland Hospitals

Financial Auditing and Reporting: General Report by the Comptroller and
Auditor General for Northern Ireland — 2011

The Transfer of Former Military and Security Sites to the Northern Ireland Executive
DETI: The Bioscience and Technology Institute

General Report on the Health and Social Care Sector by the Comptroller and
Auditor General for Northern Ireland = 2010 & 2011

Northern Ireland Tourist Board — Review of the Signature Projects

Northern Ireland Fire and Rescue Service: An Organisational Assessment
and Review of Departmental Oversight

Date Published

26 January 2011

16 February 2011
23 February 2011
2 March 2011
@ March 2011

16 March 2011
25 May 2011

8 June 2011

15 June 2011

29 June 2011

1 July 2011

25 October 2011

22 November 2011
29 November 2011
6 December 2011

13 December 2011
20 December 2011
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NIAO Reports 2011-2012

2012

Continuous Improvement Arrangements in the Northern Ireland Policing Board
Invest NI: A Performance Review

The National Fraud Initiative: Northern Ireland

NIHE Management of Reponse Maintenance Contracts

Department of Finance and Personnel -
Collaborative Procurement and Aggregated Demand

The Police Service of Northern Ireland: Use of Agency Staff
The Safety of Services Provided by Health and Social Care Trusts

Financial Auditing and Reporting: General Report by the Comptroller and
Auditor General for Northern Ireland — 2012

Property Asset Management in Central Government

20 March 2012

27 March 2012

26 June 2012

4 September 2012
25 September 2012

3 October 2012
23 October 2012
6 November 2012

13 November 2012
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