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Introduction 
This Government has set out an ambitious agenda.  It aims to: 

• undertake the largest reduction in public spending in the UK since at least the Second World War, 
with unprotected departments1

• in the words of the Prime Minister, “turn government on its head”

 facing average cuts of up to 25%;   
2

• transform central government itself – the Whitehall departments and their arms length bodies – 
reducing their number, scale and role in an unprecedented way. 

, including major reforms in the 
biggest spending areas of welfare, health and education; and 

The note looks particularly at the third area – reshaping Whitehall – and highlights the major issues 
implicit in this week’s spending review. 

A smaller Whitehall 
Whitehall departments and their immediate arms length bodies provide ministers with their most 
immediate levers of power.  The government is committed to transforming this apparatus, reducing 
the number of arms length bodies, cutting the overall cost of central government administration by at 
least a third, and changing the role of what is left based on a vision of decentralisation and the Big 
Society.  

It is important to understand what constitutes Whitehall.  The Civil Service accounts for 485,000 
people out of a total public sector workforce of 6 million3. But within the Civil Service, the classic 
Whitehall mandarins of Yes Minister fame make up only a small subset.  The Whitehall core of the 19 
main departments contains almost 50,000 civil servants.  The majority of civil servants are involved in 
the “front-line” delivery of public services – 80,000 running the employment and benefits system, 
70,000 collecting taxes and paying credits, 50,000 running the prisons and probation service, etc.4

The Treasury is insisting that the budgets to run the Whitehall departments and their arms length 
bodies themselves fall by a third or more over the coming four years.  It is worth trying to place this in 
some historic context.  The ambition set out by the incoming Conservative government over the period 
1980 to 1984 was to cut civil service numbers by a little over 10%.

   

5

The key issue is how reductions on this scale are to be achieved. Some successful fiscal consolidations, 
like Sweden in the 1990s, actively avoided restructuring the centre of government because of the risks 
involved.  More positively, looking to the private sector, there are plenty of frameworks that 
summarise the experience of large scale transformation of businesses.

  Although exact comparisons are 
difficult, it is clear that the current ambition is around three times as stretching in terms of the 
headline quantum.   

6

                                                        
1 The biggest unprotected budgets are education, defence, justice, policing and transport, though the Chancellor said 
he would try to have smaller reductions in two of these – defence and schools. 

   

2 David Cameron, “Big Society Speech” Liverpool July 19th 2010 (http://www.number10.gov.uk/news/speeches-and-
transcripts/2010/07/big-society-speech-53572)  
3 The number of civil servants peaked at 750,000 in 1977 and then fell more or less continuously over the next 20 
years when it reached a record low of 460,000 in 1999.  Since then, it rose back to 525,000 in 2004 and is currently 
485,000.  See Table 3 for more details. 
4 See Table 1 for sources and complete breakdown of Civil Service headcount  
5 The aim was to reduce civil service headcount from 707,000 in 1980 to 630,000 in 1984.  This was to be achieved by 
reducing the workforce cost by 2.5% each year. 
6 A classic and relevant one (it is a moot point as to what is the best one) comes from John Kotter from the Harvard 
Business School.  In the early stages of a transformation, he emphasises the need to create a sense of urgency, to have 
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Comparing to these frameworks the government certainly scores well in one key area – creating a 
sense of urgency around the need to change.  All the noises coming out of Whitehall suggest 
something very different to the Yes Minister cliché (where Sir Humphrey employs 400 new civil 
servants to study a potential reduction, leading to an illusory reduction announcement of 800) is 
occurring.  Departments are preparing to make real reductions in line with the Treasury plans.  This 
includes plans to reduce headcount - indeed the Treasury’s own announcement that it will reduce its 
headcount by 25% over four years may turn out to be one of the least ambitious aspirations.7

A better Whitehall?  

 And 
there is a new sense of urgency around the need to make savings in procurement, along the lines set 
out in the Green report. 

However, as yet there is no clear blueprint for what Whitehall should become, and indeed how it 
should get there. What examples can throw some light on this? 

• In the early 1980s, the Government met its target to reduce headcount by 10%.  It managed this 
gradually over the four year period, in many instances through recruitment freezes and early 
retirement.  However, copying this approach would probably be a mistake.  Reductions of a third or 
more spread over four years are likely to prove disastrous for staff morale.  And anyway, the 
Government aims to transform Whitehall, not merely shrink it.  

• In Canada’s successful consolidation of the early 1990s, the headlines look comparable to – indeed 
in some cases more stretching than – the Government’s ambition.  For example, the Transport 
department shrank from over 20,000 to under 5,000 staff – an impressive 75% reduction.  However 
most of this was about jobs moving to other organisations, particularly through a privatisation 
programme inspired by the UK. Actual redundancies were far more modest – around the 10% 
mark. This was still an impressive transformation – marked by strong planning, a coherent story 
constantly communicated and real pace to front-load change – but the comparison again highlights 
the scale of the challenge facing every Whitehall department. 

• Finally in the UK, individual departments previously have undertaken changes on the scale 
envisaged by the current government  – the Treasury planned to reduce its own headcount 
substantially in the mid 1990s.  It was largely successful, with overall headcount reductions from 
1995 to 1997 in the region of 20%.  These changes were sustained for around half a decade before 
numbers rose again in the early 2000s as the role of the Treasury evolved.  Again the reductions 
were based on a clear plan and executed at pace.   

These examples offer some insights into how to go about a transformation. But there is no historic 
blueprint for what a reformed Whitehall should look like.  For this, we need to look at what the 
government intends to do with the public sector as a whole.  In David Cameron’s vision of the Big 
Society there is stronger local accountability and greater transparency, giving people the power to 
shape public services to best meet their needs and hold officials to account. The Government also 
hopes to encourage communities and employees to take control of services by promoting new models 
for public services such as free schools. Three important themes to look out for in the spending review 
will therefore be decentralisation, public service reform and transparency. 

• Decentralisation: Local government derives the large majority of its revenue from national taxes 
and the devolved governments are 100% financed by block grants from Westminster. Look out for 
measures that weaken Whitehall’s control over how money is spent thereby giving local authorities 

                                                                                                                                                                                        
a strong leadership coalition, to create a clear vision and strategies to achieve it, and to communicate this vision 
throughout the organisation. 
7 ”Osborne plans 25% Treasury staff cuts”, Financial Times, 30th August 2010 

http://www.ft.com/cms/s/0/c42d82ec-b46d-11df-8208-00144feabdc0.html�
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more freedom to innovate and set priorities based on local needs. So-called, place-based 
budgeting, which builds on the Total Place idea,  allows money from different funding streams to 
be pooled and would be popular with local authorities. The details will matter, specifically which 
budgets are included and to what extent will such freedoms come at the price of an overall budget 
reduction?  It is unlikely that we will see major announcements about increasing local tax raising 
powers on October 20th (although don’t rule it out this Parliament). 
 

• Public service reform: Many in Whitehall and the wider public sector have been surprised by the 
speed and depth of the coalition’s public service reform agenda. Policies such as free schools, GP 
commissioning and elected police and crime commissioners would be ambitious even without a 
fiscal crisis to deal with simultaneously. Many of these reforms require changing the models for 
delivering public services.  The spending review is likely to include some important announcements 
about the transfer of public assets to alternative providers such as community groups.  There may 
be greater freedoms for public sector workers to take control of public services (e.g., through 
mutualisation), as well as opening up public services to new providers such as charities, social 
enterprises and the private sector.  These changes will not make the headlines on October 21st but 
could herald a dramatic transformation in the management, design and responsiveness of our 
public services in the years ahead. 
 

• Transparency: In years past, spending reviews were accompanied by a new raft of performance 
contracts and targets between the Treasury and government departments (so-called Public Service 
Agreements or PSAs). The new government argues that top down targets stifle innovation and lead 
to perverse incentives, so PSAs have been scrapped.  To some extent, these have been replaced by 
Structural Reform Plans, which set out the activities that departments are expected to undertake 
(publish a White Paper, etc).  But the big idea is to have far greater transparency about 
performance, allowing people to hold government and public services more directly to account. 
Some previously withheld datasets have already been published, but there are still large amounts 
of public data that are not available and no real sense how any of this data can be actively used to 
hold government to account. The spending review may take this agenda forward, including the 
publication of a web-based Transparency Framework with new information about what each 
department is doing, the reforms they are planning and their impact.  

So the spending review should herald a world of greater decentralisation, reformed public services and 
enhanced transparency.  This has profound implications for the future shape of Whitehall.   

Conclusion 
To pull all this change together, Whitehall departments, like any other private or public sector 
organisations, will need a leadership with a clear vision of their organisation’s future.  What should 
such a vision contain? Almost certainly a greater degree of flexibility, taking much further recent 
changes in which policy makers have structured themselves more like strategic consultancies.  And 
hopefully a greater openness, with an acceptance that outside expertise can be harnessed much more 
effectively if the traditional default to treat everything as a secret can be relaxed.  And finally a clear 
account of the new skills Whitehall will need, especially where its functions are moving from control 
and sponsorship towards the regulation of public sector markets.  Whitehall watchers will be looking 
for the various departmental visions to emerge in the coming months. 
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Table 1: Whitehall and Major Agency Headcount  

Department 
Whitehall 
Headcount8

Agencies 
Headcount8   

Legal Functions of Agencies (with > 2,000 headcount) 

Attorney General’s Departments 40 9,180 - Prosecution of criminal cases in England and Wales by Crown Prosecution Service (7,950) 

Business, Innovation and Skills 3,860 6,500 - Bankruptcies investigated and administered by the Insolvency Service (2,530) 

Cabinet Office 1,300 1,240  

HM Treasury 1,350 74,200 
- Administration of taxes and tax credits by HMRC (68,460) 
- Business rating and council tax valuation lists compiled by Valuation Office (3,810) 

Department for Education 2,890   
Communities and Local Government 2,600 2,120  
Culture, Media and Sport 480 120  
Energy and Climate Change 1,060   

Defence 1,8009 72,810  
- Defence equipment support provided by Defence Support Group (3,210) 
- Scientific and technological research provided by Defence Science and Technology Laboratory (3,750) 

Defra 2,640 7,290 - Payment for CAP schemes by Rural Payments Agency (2,760) 
DfID 1,580   

DWP  12,33010 106,020  

- Child Maintenance and Enforcement Commission (8,330) 
- Financial support for disability benefit claimants and carers by Pensions and Disability Carers Service (13,910) 
- Employment support and payment of benefits by Jobcentre Plus (80,190) 
- Oversight of work-related health and safety by the Health and Safety Executive (3,590) 

FCO 5,890 70  
Government Equalities Office 120   
Health 2,600 2,720  

Home Office 3,150 26,390 
- Border and immigration controls by the UK Border Agency (21,740) 
- Passport and other identity services by the Identity and Passport Service (3,960) 

Ministry of Justice 2,990 76,790 

- Administration and support for court system by HM Courts Service (18,090) 
- Registration of titles to land by Land Registry (5,450) 
- Administrative support for tribunals’ judiciary by Tribunals Service (2,940) 
- Administration of correctional services by National Offender Management Service (49,110) 

Northern Ireland Office 130   

Transport 2,070 16,540 

- Driving licenses issued and record of drivers/vehicles kept by DVLA (6,020) 
- Setting and delivering driving tests by the Driving Standards Agency (2,490) 
- Operating, maintaining and improving the road network by the Highways Agency (3,750) 
- Compliance with road traffic legislation and roadworthiness by Vehicle Operator Services Agency (2,390) 

                                                        
8 Civil Service Employment 2010 Q2 FTE, ONS 
9 Civilian employees at London Head office according to Defence Analytical Services and Advice, the MoD do not release headcount information about their central department 
10 Corporate and Shared Services.  DWP does not publish a separate figure for staff in the central department 
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Table 2: Treasury Headcount (1994-2009) 
  Treasury Headcount (FTE) 

1994 1,398 

1995 1,127 

1996 958 

1997 888 

1998 893 

1999 890 

2000 830 

2001 830 

2002 1,010 

2003 1,010 

2004 1,030 

2005 1,060 

2006 1,090 

2007 1,160 

2008 1,140 

2009 1,310 

2010 Q1 1,350 

2010 Q2 1,330 
Source: Annual Civil Service Statistics, various years and Civil Service Employment, 2010 

Table 3: Civil Service Headcount (1976-2010) 
Year Civil Service Size Year Civil Service Size 

1976 745,120 1994 533,350 

1977 746,161 1995 516,893 

1978 737,984 1996 494,573 

1979 733,984 1997 475,339 

1980 707,620 1998 463,270 

1981 695,070 1999 459,600 

1982 675,424 2000 475,420 

1983 652,534 2001 482,690 

1984 532,591 2002 490,420 

1985 619,570 2003 512,410 

1986 596,506 2004 523,580 

1987 597,814 2005 518,430 

1988 579,814 2006 518,710 

1989 569,215 2007 498,430 

1990 562,388 2008 491,740 

1991 553,863 2009 489,930 

1992 565,319 2010 Q1 492,590 

1993 554,212 2010 Q2 485,310 

Source: Annual Civil Service Statistics, various years and Civil Service Employment, 2010 
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The Institute for Government is here to act as a 
catalyst for better government. 

The Institute for Government is an independent charity 
founded in 2008 to help make government more 
effective. 

• We carry out research, look into the big 
governance challenges of the day and find ways 
to help government improve, re-think and 
sometimes see things differently. 

• We offer unique insights and advice from 
experienced people who know what it’s like to be 
inside government both in the UK and overseas. 

• We provide inspirational learning and 
development for very senior policy makers. 

We do this through seminars, workshops, talks or 
interesting connections that invigorate and provide 
fresh ideas. 

We are placed where senior members of all parties and 
the Civil Service can discuss the challenges of making 
government work, and where they can seek and 
exchange practical insights from the leading thinkers, 
practitioners, public servants, academics and opinion 
formers. 

Copies of this briefing note are available alongside 
other research work at: 

www.instituteforgovernment.org.uk 
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