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Happy New Year – and what 
better way to celebrate than with 
the latest issue of our ‘Whitehall 
Matters’ newsletter. 

I have just recently become the Lead Partner 
for Central Government at PwC and am 
pleased to share with you our latest insights 
reflecting on life after the Spending Review 
settlement in November 2015.

The scene is set for the rest of the 
Parliament, with the Spending Review 
confirming the drive towards a smarter, 
and proportionately smaller, state (36.5% 
of GDP by the end of the Parliament down 
from 45%) with a budget surplus.

The Chancellor confirmed that there is 
pain on the way for some parts of the public 
sector with cuts of up to 30% or more, 
particularly in local government. But it 
appears that the more favourable state of 
the overall public finances has enabled 
other areas most at risk, like policing,  
to be saved from the worst of the cuts.

However, even in ring fenced areas, 
increases in demand are outstripping 
budgets – from defence, which faces ever 
more existential threats, to health, with the 
impact of an ageing population – so public 
services across the board remain under 
severe pressure to deliver the outcomes 
the public wants.

This edition covers:

•  Unlocking Whitehall’s productivity 
puzzle – Damian Riley explores what 
the recent Spending Review means for 
the civil service people agenda and the 
ongoing challenge the nation faces to 
tackle productivity challenges.

•  Shaking up Whitehall’s assets –  
I provide my thinking on what the 
public sector needs to consider to derive 
the most value from its assets – with 
ideas for how they might approach the 
question, ‘to own or not to own?’

•  What will delivering devolution 
mean for Whitehall? – Tina Hallett 
reflects upon the implications of the 
Government’s drive to empower 
localities for central government.

•  Making digital and Big Data 
count (when counting the costs)  
– Adrian Hughes examines the continued 
digitisation of Whitehall and how this 
agenda might help deliver the Spending 
Review settlement. 

As always, you are very welcome to share 
Whitehall Matters with any colleagues who 
you think might be interested, or suggest 
that they contact us to join the mailing list.

Welcome to Whitehall Matters

Martin Jacobs
Central Government lead
07740 064790
martin.jacobs@uk.pwc.com
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Unlocking Whitehall’s 
productivity puzzle 

In the post-Spending Review 
world, there has never been 
more emphasis on how the public 
sector can do better for less. 



Approximately a quarter of departmental 
spend across the civil service is on its 
people. Yet this workforce is now at its 
smallest since before the Second World 
War and staff are expected to do more, 
and work in much more flexible ways, if 
the transformation of the state envisaged 
in the Spending Review is to be achieved. 
This suggests two key challenges on the 
people agenda:

•  Improving productivity to do more with 
less, while also encouraging a focus on 
better outcomes for those using public 
services; and

•  Retaining and motivating the most 
talented and exceptional civil servants.

In a sphere where some departments will 
have to make reductions of up to 50% in 
the costs of their back office services, public 
sector productivity, and its improvement, is 
both a political imperative and a business 
necessity. Yet how that rise in productivity 
is to be achieved saw hardly a mention in 
the Spending Review. 

We’re starting from a tough place, as growth 
in productivity, a difficult thing to measure in 
the public sector, has remained broadly flat 
since 1997. But learning from high performing 
private sector organisations and public bodies 
across healthcare and local government 
suggests that the key to unlocking 
productivity is to focus on transforming 
culture, behaviour and building leadership 
and management capability. 

This is partly about giving staff real clarity 
of purpose and vision, and collaborating 
with them to build meaningful measures 
of performance to assess progress. It’s 
also about encouraging a focus on those 
using services, so that effort is centred on 
outcomes that maximise public value. And 
putting in place strong mechanisms to 
celebrate and learn from success.

Our experience in working with high-
productivity organisations tells us that 
when you focus relentlessly on getting 
the most out of people and ensure they’re 
clear on what the targets, progress and 
achievements look like, the results are 
profound. When we’ve worked with 
organisations to implement changes 
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like these, we’ve seen productivity 
improvements of between 20% and 30%, 
as well as significant improvements in 
service quality.

Furthermore, retaining and attracting 
the best people, who may well bring 
interesting experience with them, requires 
a sharp focus in itself. There is a need to 
avoid the flight of talent, which can often 
occur when downsizing bites. Our research 
and experience shows that there are a 
number of ways to counter this.

Naturally one motivational route is 
financial, and we believe there is a role 
for more performance-related incentives, 
alongside a simpler pay structure coupled 
with streamlining often opaque systems 
of allowances, reflecting good practice in 
high performing private and public sector 
organisations. 

But non-financial incentives are important 
too, including taking a creative look at 
career paths and investment in talent 
development. Many good staff will have 
portfolio careers, where they move in 
and out of the civil service. Secondments 
involving interchange with the private 
sector can be a particularly powerful 
way to motivate and develop talented 
people, not only in the civil service but 

in the private sector too. There is also a 
compelling business case for investment in 
people, particularly through a financially 
challenging period. At PwC, we have 
completed analysis which indicates that for 
every pound invested in staff, we can yield 
an added three pounds of extra revenue 
value from that person. 

The message here is clear; if you are asking 
people to embrace transformative work, 
you have to invest in those people, and the 
civil service is no exception to this. An all-
too-easy route is simply to send staff on a 
course, but in our experience the best way 
to improve productivity is through a more 
holistic approach; investing time in on-the-
job training, supplemented with coaching 
and mentoring. 



“
In a sphere where some departments 
will have to make reductions of up 
to 50% in the costs of their back 
office services, public sector 
productivity, and its improvement, 
is both a political imperative and  
a business necessity.” 

In practice this means that 70% of 
learning is on the job; 20% by coaching 
and mentoring, and 10% through formal 
training. It follows that the most effort 
should be put into facilitating learning on 
the job, rather than just sending people out 
of the office to learn and develop. 

This goes hand in hand with the efforts 
to raise productivity that I described 
earlier. Our experience shows that when 
we begin working with organisations on 
ways to improve productivity, managers 
tend to spend less than 10% of their week 
coaching and developing those in their 
department. After training, that normally 
rises to 40-45% of their week, alongside 
the dramatic increases in productivity, 
mentioned previously. 

The public sector is a people business.  
To get the most from those people, and for 
them to be fulfilled and want to stay and 
continue to invest themselves in the civil 
service, will require fresh thinking, and 
a sustained commitment to nurture civil 
service talent.

Damian Riley
Central Government Director
0207 212 6841
damian.riley@uk.pwc.com

co
n

ta
ct



Whitehall Matters



Shaking up Whitehall’s assets

The drivers of fiscal austerity will 
continue to frame decisions, and the 
ongoing reform of public services, in 
many countries for some years to come.

With another major Spending Review under 
his belt, the Chancellor has emphasised the 
need to cast the net of efficiency widely, 
having challenged government departments 
to “examine their assets and consider how 
they can be managed more effectively, 
including considering the role of privatisation 
and contracting out where assets do not need 
to be held in the public sector.”

So is the public sector now getting the most 
value from its assets? The Government 
owns a wide range of assets, some of which 
are not those of its choosing e.g. shares in 
public sector banks, or held for ‘national 
strategic reasons’ e.g. gold and other 
financial assets (see Figure 1).

Figure 1: Public sector assets (£bn) 

Property, plant and equipment

Gold, cash and other financial assets

Trade receivables

Equity in public sector banks

Intangible assets

Other physical assets

763

324

150

43

32

27

Source: NAO, 2015, Whole of Government 
Accounts 2013-14
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Even so, is this asset base of £1,300 billion 
the right size to support £700 billion of 
public spending? It is difficult to assess 
the answer to this question, given the 
unique nature of some of the Government’s 
assets and services. But it is worth noting 
that most private sector organisations, 
even the most capital intensive such as 
oil companies, have ratios of assets to 
revenues of less than 1:1. So the Chancellor 
is right at least to have asked the question.

Of course, there are many cyclical and 
political trends at work when it comes to the 
question of public ownership of assets and 
how to maximise their value. And there is 
no universally ‘right’ answer. Indeed public 
bodies are, on a day-to-day basis, aiming to 
make best use of the resources and assets at 
their disposal. It can be a valuable exercise 
for public bodies to stand back and take 

Figure 2: Key decisions for public sector managers

Yes

Define purpose of the asset

Should the asset be in full public 
ownership?

No

Focus on efficient and effective delivery of the purpose What is the best option on the continuum of public-private 
ownership models? How can it be made ‘investor ready’?



stock of their existing operations and assets 
in the light of their organisation’s core 
purpose (Figure 2).

The key question to be asked is: do we need 
to be providing all of our current range of 
services, given spending constraints, and 
are all of our assets still needed to enable 
a public service requirement to be met? If 
the answer is that assets should be retained 
in public ownership, there is clearly an 
important job to be done to ensure value 
for money, with efficient and effective 
service delivery and examining how new 
business models could deliver better 
outcomes for less.

Of course if the answer is that an asset 
should be moved out of the public sector 
(in part or in full), there is then a need to 
choose the right option from the range 
of alternatives and ensure that the assets 
are ‘investor ready’ – packaged in a way 
which is attractive for private sector 
investment. For example, the letting of the 
Marchwood concession – a Sea Mounting 
Centre port facility near Southampton 
– is commercially attractive through a 
combination of its location, proximity to 
major European shipping lanes with deep 
water access, rail access and substantial 
land space for development. There is then 
a need to follow through and pay attention 

to realising the full potential benefits from 
any sale, including modelling the trade 
offs between up front proceeds versus 
longer term value for money, while also 
identifying the right structure for the 
transaction.

The reality is that if the value of assets is 
to be maximised, whether in the public or 
private sector, there needs to be innovation 
and appropriate risks taken. By building 
the capability, being pragmatic and putting 
in place the right rewards and incentives, 
the chances of success are increased.

Martin Jacobs
Central Government lead
07740 064790
martin.jacobs@uk.pwc.com
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While the Spending Review 
struggled to live up to the billing of 
a “devolution revolution”, it is clear 
the momentum behind devolution 
from Whitehall to cities and local 
areas is growing. Greater Manchester 
continues to lead the way, but 
devolution deals for Liverpool City 
Region, West Midlands, the North 
East and Tees Valley demonstrate 
that the direction of travel is set and 
that devolution is embedded in the 
Government’s strategy for delivering 
growth and improving productivity.

What will delivering devolution 
mean for Whitehall? 



However, while much of the focus has 
been on whether local government or 
local enterprise partnerships (LEPs) 
have the leadership, capacity and 
capability to take on further powers and 
responsibilities, it’s not clear that central 
government has fully woken up to its 
role in managing the transition to and 
operating in a devolved environment. 

Whitehall must also change and adapt 
to embrace devolution if the fiscal 
challenge is to be met and outcomes 
for citizens achieved. Devolution raises 
some important questions that central 
government needs to address as it considers 
the remaining devolution deals and its 
broader approach to devolution. 

Firstly, with the Government Regional 
Offices long gone, does central government 
need to find an alternative way to present a 
cohesive face to localities? From our work 
with LEPs and local government it’s clear 
that there are widespread frustrations 
around having to go door-to-departmental-
door in order to reach a whole system 
settlement for local public services and local 
growth. The old Kissinger question of ‘who 
do I call?’ is often applied to the debate on 
directly elected mayors, but can be turned 
around on central government too.

Devolution will require central 
government to act in a much more joined 
up way – requiring civil servants to think 

and act very differently. Bob Kerslake’s 
recent recollection of a quip from a 
permanent secretary who said he was 
very supportive of devolution as long as 
it didn’t interfere with his department 
reflects an attitude some perceive as still 
prevalent across Whitehall. In addition to 
this, the absence of dramatic devolution 
of large departmental lines is still notable. 
Some departments do have a sub-national 
footprint, for example BIS local, and 
progress is being made in specific places 
through initiatives such as the Public 
Service Transformation Network, who 
we’re working with, that focus on bringing 
together local and central partners 
together to co-create solutions. 

“
...it’s not clear that central government has fully woken up to its role in 
managing the transition to and operating in a devolved environment.” 
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Secondly, in our conversations with local 
government, we’ve been making the case 
for ‘devolution by design’. Rather than 
devolution being an end in itself, places 
need to keep focused on the outcomes 
they can achieve through collaboration 
at the local level. Leeds, for example, is 
one place that is doing things differently 
through a concept called ‘civic enterprise’, 
which has seen the city publishing datasets 
through its Data Mill to encourage 
innovative solutions from businesses and 
communities, creating a trial for single 
patient care records, and saving the 
public purse millions through a joined up 
approach to help troubled families with 
complex needs.

For central government, this same 
principle of devolution by design must 
apply. Devolution will rightly be a multi-
speed process driven by those places 
with the appetite and capacity to take on 
additional powers and responsibilities. 
However, central government has a role 
in shaping an overall vision for where 
devolution is heading and needs to set 
out the ‘rules of the game’. Having an 
enabling framework could help smooth 
the transition to devolution and safeguard 
against the risk of political, fiscal and 
public service failure. 

Thirdly, and critically, is the challenge for 
all of government, central and local, to 
truly put the citizen first when rethinking 
public services. This means addressing both 
the physical front end of government, the 
‘local face’ of public services, as well as the 
virtual, in order for citizens to experience 
joined up public services. Place is a critical 
element in personalising services, moving 
away from the feeling of ‘calling London’, or 
indeed calling or visiting a ‘placeless’ central 
office. Devolution is more than a shift from 
central to local government, and there is a 
need for central government to allow local 
discretion over the functions that fall under 
its control. Greater co-location of central 
government bodies based in the regions or 

“
...central government has a role in shaping an overall vision for where 
devolution is heading and needs to set out the ‘rules of the game’.” 



increased secondments between central and 
local government might be a start to moving 
towards a model that gets people out of 
Whitehall and closer to the front line.

These aren’t easy questions to address, 
and are just some of the challenges central 
government needs to tackle head on if 
the potential prize of devolution is to be 
delivered. Central is the need for a cultural 
change in Whitehall. The relationship 
between central and local government is 
still too often a ‘parent-child’ model, and 
the culture is a long way from ‘devolution 
by default’. 

We will be exploring these issues further 
via our Devo Delivery Network  
(www.pwc.co.uk/devolution).

“
These aren’t easy questions to 
address, and are just some of the 
challenges central government 
needs to tackle head on if the 
potential prize of devolution is  
to be delivered.” 

Tina Hallett
Government and Public Sector lead
0207 804 1704 
tina.hallett@uk.pwc.com 
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Making digital and 
Big Data count (when 
counting the costs) 

With the Chancellor announcing 
that the Government Digital Service 
(GDS) is to receive £450m and an 
investment of £1.8 billion on digital 
transformation, the Government 
has certainly signaled its intentions 
for the continued digitisation of 
Whitehall.



In addition to the proposed spending, we 
see further evidence of the Government’s 
direction on digital through HMRC’s 
announcement that all tax payers will 
have digital tax accounts by 2020, and, 
through the role of Chief Digital Officer 
becoming embedded within government 
departments. How government 
departments embrace the agenda will be a 
critical part of their plans if they are to deliver 
their Spending Review settlement. So what is 
the role that digital and data has to play? 

Technology and data are intrinsically 
linked in any consideration of digital. 
Technological advancement is creating 
increasing sources, volumes and types 

of data, for example, from mobile and 
social media, and is also facilitating the 
exploitation of data that was not possible 
five years ago. 

Analytics engines, sometimes cloud-
based, are often referenced as enabling 
technologies and visualisation tools 
that bring data to life, and are now 
becoming common place. The ability now 
to analyse whole data sets and provide 
insightful and precision based analytics 
is beyond question. This is often referred 
to as ‘Big Data’ and without doubt has a 
key role to play in finding costs to cut and 
doing it efficiently.

“
The ability now to analyse whole 
data sets and provide insightful  
and precision based analytics is 
beyond question.” 
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But approaches to ‘Big Data’ too often focus 
on technologies and data mining when 
the real data analytics opportunities, risks 
and challenges lie elsewhere. To drive a 
successful cost cutting strategy a digital 
Whitehall needs to focus on getting the 
basics right over the management of its 
data, asking: 

1 What questions are you trying 
to ask of your data? Is the data 

required to deliver your cost reduction 
strategy properly structured and usable? 
Does this take a holistic approach across 
the government department and reach 
across silos of information to create ‘one 
version of the truth’ that will inform where 
you have opportunities to reduce spend? 
Critically, do your teams exhibit the right 
behaviours of leadership, collaboration and 
accountability?

2 Have you got the right data?  
Is there an opportunity to make more  

of the trusted data you have and focus on 
improving the quality of other data? Is there 
data being collected you no longer need?

3 Are you able to act on the data 
as well as just receive it? Do you 

have the skills and culture to properly 
interpret the information and take the 
necessary action? 

“
To drive a successful cost cutting strategy a digital Whitehall needs to 
focus on getting the basics right over the management of its data.” 



Having access to ‘better’ data and being 
better informed will provide Whitehall 
with confidence to identify opportunities 
to reduce costs, comply with policy and 
benchmark across geographies, operating 
units, arm’s length bodies (ALB’s) and 
government departments. This will enable 
government departments to make bigger 
and bolder decisions more efficiently on 
the hard choices they have to make and 
achieve policy objectives too.

Adrian Hughes
Central Government Director
0207 212 3328
adrian.n.hughes@uk.pwc.com
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To own or not to own

September 2015

This Talking Points considers how the 
government and public sector can best 
realise the value of its assets looking 
towards the 2015 Spending Review –  
and beyond.

Big Data, better public services

November 2015

This publication asks, how can government 
realise the value of public sector data to 
support deficit reduction? And how does 
it manage the risks, particularly of data 
security, and so build the public’s trust in 
the use of Big Data?

Recent publications from PwC
www.psrc.pwc.com

www.pwc.co.uk

www.pwc.co.uk/publicsector

Talking Points

Beyond 
letting go: 
The role of central 
government in a 
decentralised world

www.pwc.co.uk

To own or 
not to own: 
Realising the value of 
public sector assetsTalking Points

www.pwc.co.uk

Big data, better 
public services

Talking Points

Beyond Letting Go

October 2015

Our ‘Beyond letting go’ Talking Points 
explores a fundamentally new role for 
Whitehall in a devolving world.

http://www.pwc.co.uk/generalelection
http://www.pwc.co.uk/government-public-sector/publications/productivity-in-the-public-sector-what-makes-a-good-job.jhtml
http://www.pwc.co.uk/government-public-sector/publications/productivity-in-the-public-sector-what-makes-a-good-job.jhtml
http://www.pwc.co.uk/assets/pdf/beyond-letting-go-web.pdf
http://www.pwc.co.uk/assets/pdf/beyond-letting-go-web.pdf
http://www.pwc.co.uk/generalelection
http://www.pwc.co.uk/government-public-sector/publications/productivity-in-the-public-sector-what-makes-a-good-job.jhtml
http://www.pwc.co.uk/government-public-sector/publications/productivity-in-the-public-sector-what-makes-a-good-job.jhtml
http://www.pwc.co.uk/industries/government-public-sector/2015-and-beyond/to-own-or-not-own.html
http://www.pwc.co.uk/industries/government-public-sector/local-government/beyond-letting-go.html
http://www.pwc.co.uk/assets/pdf/big-data-better-public-services.pdf


Good Growth for Cities

November 2015

This is our 4th Good Growth for Cities 
report where we measure the performance 
of the UK’s largest cities against a basket of 
ten categories defined by the public, and 
business, as key to economic success and 
wellbeing. This year, we’ve also looked at 
the ‘Northern Powerhouse’ for the first time.

www.psrc.pwc.com

A report on urban 
economic wellbeing  
from PwC and Demos

Good growth 
for cities 2015

November 2015

www.psrc.pwc.com

Government and the  
Global CEO:
Delivering outcomes,  
creating value

Government & the 18th Annual Global CEO Survey
Geopolitical uncertainty on the rise p8 / Making government affordable p16/ Rising to the 
digital challenge p22 / Investing for growth p36/ Collaborating to deliver outcomes p44 / Reducing 
the burdens on business p50 / What do public leaders value? p56 / An agenda for action p60 / Meet our 
interviewees p62

72%
of CEOs are concerned about 
geopolitical uncertainty and 
government responses to fiscal 
deficits and debts 

44%
of CEOs, and 49% of state backed 
CEOs, intend collaborating 
with government over the next 
three years to deliver a skilled, 
adaptable workforce

1,322
CEOs surveyed in over 70 countries 
and 50 government representatives/
state backed CEOs

Government and the Global CEO:  
Delivering outcomes, creating value

February 2015

As in past years, we have extended and 
deepened the research for PwC’s 18th 
Annual Global CEO Survey by conducting a 
selection of interviews with senior decision-
makers in governmental organisations 
across the world.
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