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In the 1980s, a major change took place in the perception of the role of
the public sector in society. Indeed, this change was not restricted to
Britain or particular political colours. The roots of the process -
followed from the economic convulsions of the global slump of the
early 1970s which led to the fall of Keynesianism. A
reconceptualisation folowed which now saw the State as a burden

and its involvement in econormic life as the cause of Britain's

problems. In consequence, a new system of financial management
was tmposed on the public sector as part of its rationalisation.

This strategy has had its successes when viewed from the upper
echelons of society. However, its major problem has been that it
serlously misconceived the nature of the modern industrial system,
the integral role the public sector plays and the global reorganisation
of the 1970s, The strategy also wrongly drew inspiration from an
earlier stage of history, seen as a golden age, in which Britain's
economy grew dramatically as capitalism took root but which, in
practice, was of little more than historical interest. Indeed, the State
stood in the way of more serious decline rather than being the root of
it. '

I intend to place the role of a public statistics service in the context of
these changes and argue that statistics has an essentia] role in
modern industrial society. This is manifested by the economic
problems caused by the decline in industrial statistics.

1 The integral role of statistics

The role of statistics in soclety has a long history yet, with the
emergence of industrial capitalism, its role became generalised. The
nature of the system was such that economic regulation took place
through the often hazardous route of the market and each unit needed
to evaluate inputs and output, was compelled to compete and invest
under conditions of risk. The hallmark of this process is the

uncertainty in'the conditions of supply and demand, financing, the
productive process and the market itself which could change level or
rate of growth or undergo qualitative changes at random. This
generated a form of uncertainty which required monitoring and control
mechanisms and which made statistical information indispensable.
Subsequently, in 1832, the Board of Trade set up its own statistical -
division (covering industry and wealth as well as trade). In 1834, ina
period of lively debate on statistical issues, the forerunners of the -
Royal Statistical Society (RSS) formed-and, by 1854, the first
Statistical Abstract appeared. :

However, the greatest changcs have taken place since the 1950s

during which period there were fundamental technological, econornic
and soclal changes giving rise to modern industrial complexity.
Technological change became rapid, the composition of the workforce
changed, the numbers of unskilled workers required declined and
basic education became essenttal. Large corporations, particularly
multinationals, became representive of the economic unit, replacing
the small private firm in significance. Markets were monopolised and
concentrated. Domestic economies became increasingly integrated
into the global economy and the State grew to fulfll its function i
providing education, health and welfare, integrating itself into the
corporate society, Indeed, this ts the crux of the matter, the
integration of the State into the economy and scciety meant that
Government statistical services grew in order to provide information
for a diverse range of areas. Thiey are a reflection of social and
economic realities of the modern age and to undermine Government
statistical services leads to a dysfunctional economy and society.

2 Offensive on the ‘burden’ of the State
The change of direction in policy was evident by the mid-1970s.
Indeed, Prime Minister, James Callaghan, explicitly recognised the

. demise of Keynesianism in his famous speech to the Labour Party
_Conference in 1976. It was no longer possible to spend to get out of a
‘recession. This was followed by the severe offensive on public

expenditure by the Healey Chancellorship during 1976-78, witnéssing
the sharpest drop in expenditure in post-war history. Indeed,
monetary targets were first introdiiced at this stage but later gained
notoriety under the monetarists unti! their demise in the mid-1980s.
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After the 1979 election, the first Thatcher administration pushed this
process forward with a commitment to rolling back the State. A
system of financial management was introduced to streamline the
public sector. As resources declined, performance indicators were
applied in order to redirect attention to public organisations and the
individuals in them. A particular objective was the desire to find
stmple, often financial indicators which generally neglected the fact
that "the complextty and the..simple principal-agent model used in the
private sector is inadequate for modelling the desiderata of external
reporting in the public sector L.

Indeed, the modern economy consists of three sectors - private,
corporate and public and the 'black box' assumptions of the
accountability model can only be applied realistically to the first. Most
of all, this was a failure to appreclate that a new productive system
had arisen which dramatically expanded the need for a large public
sector. For instance, many of the elements in national competitive
advantage include areas in which only the State can be dominant
such as the requirement that the workforce is educated and healthy,
infrastructure is adequate, and so on. The experience of market
inefficlencies for certain goods and services meant that it wouild be too
costly to rely on the market. In these terms, the laissez faire
conceptualisation had little relevance to the actual modern economy -
monetarism could never be implemented, the rolling back of the State
was selective and lmnited with noteworthy successes in statistics?. Yet
the central assumption of the new regime was that the modern world
of integrated production networks, dominated by multinationals, large
State sectors and monopolised, concentrated markets was different
only in scale from the world of Adam Smith.

3 The political context of Rayner

The Government Statistical Service (GSS) grew rapidly in the 1850s
and 1960s reaching its peak in the Wilson years. For Wilson, it was
an integral part of the technological revolution which aimed to
modernise the British economy and society.3 Yet, the 19708 were a
watershed in which the financial constraints of period were felt
throughout the GSS. At that time its primary responsibility was to its
political masters and their policy makers. However,

"much of the information it conpﬂes-l.s readily usable by business

management, particularly in marketing, and indeed large parts of the
system have been shaped with this inmind".4 '

indeed, in order to encourage business use, the handbook Profit from
Facts was produced by the CSO. However, following the Rayner review
this important service to business enterprise was dropped despite the
ideological commitment of the gaovernment to the free enterprise
culture. :

The policy changes following this review began in 1984, with the
philosophy that a Government statistical service should serve
Government alone. This was based on a conception of a minimalist
State and the realisation that there were substantial cost savings to be
made. Potential areas of savings included staff, administration, forins,
publication and reductions in frequency, coverage and methodological
research. The review took place throughout the GSS in order to
optimise savings while maintaining basic provision for Government
purposes. I[n its early years, it scemed to wish to sweep away a service
regarded as superflucus to Government needs and this was a
Justification in itself. However, more recently, there has been a change
in emphasis {though not of substance) primarily for political reasons.
Cost savings are now seen as consequences of a reduced, yet
improved, service. As some indication of the future, the latest stage in
this process is the likely placement of a non-statisticlan at the head of
the GSS.

4 The fall of industrial statistics

The priorities of the Rayner review led to a decline in the workdorce of
the GSS, the information produced, its frequency and routine
methodological research.

(1) The decline of the workforce in the DTI

The decline in the worlkforce of the statistical section of the DTI is
given below.5
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Change in Statistics Workforce of the DTI

Business Statistics Office is{psi & 11

e

3 i 33 e e
The half units indicate part-time w . Support staff include

SEOs, HEOs, EOs, COs, CAs and the clerical staff are various
ancillary staff. After 1989 comparisons are difficult as part of the
statistical work was passed over to the CSO.

It should be emphasised that this information was only made available
through a Parliamentary Question. The sort of difficulties involved in
even obtaining a simple head count can be seen in inconsistencies of
the figures given in the RSS report compiled by some of Britain's most
experienced statisticians. For the DTI overall, the table above shows
the number of statisticians has declined by 16%, support staff by 35%
and clerical staff by 50%.

(ii) The decline of coverage

The change in the workforce above corresponded to a dramatic fall in
coverage during the 1980s as given below.

1983 1991 9%Change
Total Commuodities 10667 4061 -62

This should not be taken as quantitatively precise but gives some
indication of the scale of the change. The Market Research Society
has estimated that the change in primary products fell from 4600 to
24007. The estimates above also take account of product types in
greater detail and this indicates that the situation is worse than that
given by products alone.
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(iii) The fall within the fall:'mini-Rayner' 1989

The situation described above might appear bad enough but worse
was to come. A 'scrutiny review' began in 1988 under Alan Armstrong,
an economist from Bristol University, and David Rees, a civil servant
from the DTIS. In the late 1980s, it was realised that its explicit
objective was not to rationalise the DTI on cost grounds but to improve
"relevant" statistics and to decrease the burden on business. Indeed,
it would appear from early press releases, a major theoretical
breakthrough had taken place: the quality of the statistics had been
improved by reducing the sample size or, as a headline in British

Business put it "better figures from fewer formsug. Regrettably,
however, for "better" read "cheaper".

Prior to the review, information had been collected quarterly for
approximately 200 major industrial sectors (the PQ series) and,
monthly, for a further 5 important or erratic sectors (the PM series).
Each industrial sector was subdivided into several thousand products
and groups. The main changes are summarised below

Industrial Sectors
1983 1991

Annual 0 165
Quarterly 200 39
Monthly 5 1
Commodity Change
1983 1991
Total 10567 4061

Quarterly 10567 945

The review found that there was "no govermnment need" for the detailed
quarterly information provided. There had been a substantial decline
in coverage over the 1980s but now the attack resumed on another
front - information was being collected too frequently. The
recommendation was that much quarterly information need be only
collected annually or, in some cases, every five years. Meanwhile, the
annual census of production would have its sample size reduced from
16000 to 13000 in four out of five years. An important aspect of the
review was to see "improvements in statistical efficiency which could be
realised in smaller samples” and a particular innovation was the idea




that simple inquiries such as "total sales" could replace former
detalled inquiries.

Perhaps, most remarkably, the review recommended dropping a
question on export sales but this could not be carried through owing
to EEC commodity agreements and legal obligations.

Naturally, the review could never be presented as simply a cost-cutting
exercise. It had to offer something positive, namely that simple
inquiries could improve information necessary to Government,
particularly indices of production and retail sales. Here the total sales
quarterly sample was reduced and, since this resulted in a
deterioration of the index, simple monthly inquiries were extended and
placed on a statutory basis. Interestingly enough, it was recognised
that the producer price index would be undermined by the fall in
product detail and that perhaps it should be collected for Government
purposes. However, it was decided not to do so.

Given the aim of reducing sample sizes, it is noticeable that there is no
mention of the scale and detail of methodological research undertaken
to bring this about.

(iv) Government needs and detailed information

In terms of the Government's definition of its needs, a number of
assumptions are implicit. These are that the scope of Government
policy requires only specific, relevant, information which can be easily
identified: that related information can be dropped without much loss
and that the distinction between Government and non-Government is
easy to make.

None of these hold in practice. Indeed, there is a serious confusion
between being able to distinguish what is needed for the Government
and being able to separate it from what is needed elsewhere. For
instance, it is of vital importance that companies have information on
particular markets in order to have a general idea of their competitive
position and whether changes are taking place which will affect them.
However, once this information becomes generalised (affecting
coverage as a whole), it undermines the government's ability to
construct aggregate indicators, monitor import penetration and
changes in markets and how this affects flows of income. This means
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that the inputs going to the Treasury will be less than adequate and
its own forecasts will poorer. Policy errors are made and inadequate
statistical feedback compounds them. The central problem is not
merely that it leaves holes by the absence of particular data series but
undermines how the system fits together.

(v) Government needs and frequency of collection

Why is informmation collected with a certain frequency? It is clearly
most important to have short-term indicators which show the
divergence from an underlying trend such as those reported in
Economic Trends. The primary reason is that virtually all comnmercial
time series are seasonal and as such have cyclic characteristics which
need to be distinguished from other forms of variation. The frequency
of collection is determined by the frequency of the cycle.
Understanding this process is the life-blood of business since, without
it, there is no means of knowing when to invest and when to build up
stocks. Businesses need to know the timing of peaks and troughs,
their size and frequency. For instance, in some series, the peak to
trough ratio can be as much as 20:1 and annual information is of little
use. As some indication of what this means, available information on
the paper industry is given below for 1988 and 1989 when information
was collected monthly and 1990 when the information was only
available annually.

Available information
Paper industry 1988-90

430
420
410
400
380
380
370
360
350

Tonnes (thousands)

320
310
300
290

T T T T

Monthly information
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The neglect of frequency characteristics of time serles has some
serious implications for business and Government as getting out of
phase can be damaging, if not disastrous. Moreover, it can set up
transfer impulses or system impulses which may manifest themselves
at a later point being interpreted merely as erratic behaviour.

What are the consequences for the British economy?

1. The small business sector. This sector requires information on its
position in the market, the market trend, its share and how related
markets are changing. The Government argues that companies
wishing to obtain this sort of information should be prepared to pay
for it. While it would not be unusual for these companies to approach
a market research firm, they now have to contemplate a major survey
which is not financially feasible. The uncertainties involved may mean
dysfunctional decision-making which could lead to an increased in
bankruptcies.

3. The corporate sector. This sector has carried out its own surveys
where gaps or inadequacies were fouind in official statistics. However,
it now has to pick up the entire bill which is costly for even a major
company. There are unofficial statistics which can be useful
secondary sources. However, this information is voluntary and can
never match the kind of rigorous criteria set by legal statutory '
inquiries which can also obtain sensiiive, confidential, information
which is unlikely to be volunteered. Furthermore, there is also the
problem of how to attract foreign investment when little is known
about particular markets from official sources.

3. The Government itself. The Government, given the objective of
the Rayner review, should be the only one to gain. However, its own
blindness to the inter-dependence of information means that it is in a
serious state. It has undermined the derivation of aggregate
indicators, aggregate demand, factors of supply, export performance
and import substitution. There is uncertainty as to whether cyclic
response patterns are being generated and whether the signals
recelved might be confused with other types of variation. Additionally,
recessions are times of dramatic qualitative change and the current
recession has wiped out 1 in 50 businesses. This means that there
has been a dramatic change in industrial structure which has affected
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the industrial base, import penetration and export performance.
However, the extent and nature of change is unlkmown.

6 Conclusion

The decline of the statistical service has taken place in an environment
which atternpted to shift the terms of reference from the goal of
optimising the level of resources subject to financial constraints, to a
financial goal which main objective has been to minfimise costs subject
to the constraint of necessary provision. The primary aim was less
ideological than part of a general strategy to raise the levels of
profitability throughout the economy. Indeed, the politics of decline
underlie the focus on rationalising efficiency.

The response has been noticeably ideoclogical. The problem became
not one of resources but the system of accounting and #ts indicators.
The means of monitoring became an end in itself. Moreover, it s
based on an accountability model which has little relevance to the
realities of a public sector and conveniently diverted attention away
from the issues of inadequate provisionlo. o

The other side of this argument is that provision itself is an intractable
problem ‘ﬂ'uch is why the emphasis is pushed in the other
direction:!. From the vantage point of the 1990s, the novelty of this

- position is often forgotten. Sir Jack Hibbert attempted to draw all

participants to this point at the RSS meet:lng12. Indeed, as Barry
Quirke, Chair of the Institute of Statisticians, put it:

“the $64000 question (is how to finance) the provision and channelling
af resources into the blackhole of potential statistical tnqutries" 13,

He implied that statistics, like other areas in the public sector, is an
infinite resource which poses a serious, if not insoluble, problem when
it comes to financing. This has only been a problem for about a
decade. Prior to this there was a functioning GSS which was fully
financed. It is a finite resource and as such it is dependent primarily
on the level of investment made. :

It is timportant to break from the ideoclogical terms of reference which
focus on economising ‘efficiency’ as a way forward or solving the
problems of financial constraints. Firstly, efficiency only becomnes a
problem when a perceived deterioration has taken place. Secondly,
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the strategy must be selective, often leaving importﬁnt gaps which
make the system as a whole incoherent and subsequently inadequate
even for its targetted priorities. Thirdly, a further reduction in ‘
resources is not a solution as provision is usually the problem.
Finally, it is clear that the reduction of resources will weaken the
system as a whole.

The focus needs to be on the cost of not investing. The real $64.000
question is how much it will cost not 1o have a functioning
Government Statistical Service?
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