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ROBINSON: The Government’s dealings with the private sector 

have not been going well. 

 

EXTRACT FROM NEWS REPORT 

 

NEWSREADER: Tonight at ten, turmoil for rail companies and the 

Government accepts responsibility.  The decision to deprive Virgin of the West Coast 

franchise is cancelled as ministers blame civil servants for mishandling the bid .... 

 

NEWSREADER 2: The security firm which failed to hire enough security 

staff for the London Olympics should surrender its £57 million management fee .... 

   

ROBINSON: With disasters in the headlines, we ask whether 

outsourcing really does produce the value for money companies promise.  We hear why 

officials get tempted to rush into deals, and what can happen after a deal is done. 

  

CHATTEN:  Sadly, because we were tied into a contract, we were 

only able to negotiate with the one supplier. 
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ROBINSON: I believe they call it being over a barrel?  

 

CHATTEN: You could say that. 

  

ROBINSON: And we discover how one company made big profits 

from its involvement in a major Government contract. The chair of Parliament’s Public 

Accounts Committee promises to investigate.  

  

HODGE:  When public expenditure is being cut and the people 

who are most vulnerable and most dependent on public services are seeing their living 

standards drop, I want to ask some questions. 

 

SIGNATURE TUNE 

 

ACTUALITY IN WESTMINSTER 

 

WOMAN: You should have had a system, any proper 

procurement and monitoring of a private sector contract requires a system of checks from the 

Department, not an assumption that they’ll deliver, because this lot clearly haven’t. 

 

ROBINSON: In Westminster last week, yet more questions about 

outsourced contracts that have gone wrong. This time it’s Ministry of Justice officials under 

fire from the Public Accounts Committee over a contract they signed last year, to outsource 

the provision of court translators and interpreters to a private company: 

 

WOMAN: You’re here answering for the Ministry, you’re here 

answering for the Ministry .... 

 

MAN: The collateral damage in reputation to the Ministry of 

Justice has been enormous as a result of this, so I suggest, with a little bit of friendly advice, 

that in future you do read these reports, because actually this, the damage to the long term 

reputation, not just the niceties of this particular contractual arrangement, has been immense. 
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ROBINSON: The Ministry hoped to cut costs by outsourcing 

translation. Instead, when the new service went live in January this year, there was chaos in 

the courts. 

 

SCOTT:  My client obviously wanted to know his fate.  He was 

expecting that it was very likely he would be sent to prison. He was almost crying at the 

thought that he might be sent to prison without really understanding precisely the reasons the 

judge was giving for sending him to prison. 

 

ROBINSON: Matthew Scott, a barrister in the West Country, had his 

first experience of the Ministry’s new, outsourced translation service during a client’s trial on 

charges of child cruelty and perverting the course of justice. His client spoke little English, so 

an interpreter was essential for the proceedings to take place. But the interpreter didn’t turn up. 

 

SCOTT:  There was no interpreter and frankly no real 

explanation as to why there was no interpreter.  

 

ROBINSON: So whole court’s there? 

 

SCOTT: So the whole court was there. 

 

ROBINSON: How many people?  

 

SCOTT: Well, four counsel - certainly my solicitor, three 

defendants, judge and of course all the court staff.  And we were in something of a dilemma 

as to what to do.  

 

ROBINSON: So what happened at that hearing?  

 

SCOTT: Well, I had to ask the judge to adjourn the case, which 

she reluctantly felt she had no option but to do, so we adjourned the case for another three 

weeks. 
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ROBINSON: When the court reconvened for sentencing three weeks 

later, the same thing happened again. Applied Language Solutions, the company the Ministry 

had contracted, once again failed to supply the necessary interpreter. The language required 

in this case wasn’t a mainstream one, but neither was it particularly rare.  Court officials got 

on the phone to try to locate an emergency replacement, but to no avail.  

 

SCOTT:  The situation frankly was becoming almost farcical.  

We sat around for the best part of the morning, trying to find some interpreter, until 

eventually a suggestion was made that my client’s son, who was able to speak reasonably 

good English, and obviously the language concerned as well, was prepared to act as an 

interpreter.  

 

ROBINSON: The son of the person being prosecuted? 

  

SCOTT: Absolutely.  And he had come as moral support for his 

parents and found himself being effectively drafted in to translate for them the sentence that 

they were about to receive.  

 

ROBINSON: That sounds a bit unusual?  

 

SCOTT: Well it’s, I would have thought, almost unprecedented, 

certainly before the introduction of the contract with ALS. 

 

ROBINSON: Suddenly the unprecedented was commonplace - and 

expensive. In a recent Crown Court case, the judge put the cost of an adjournment because an 

interpreter didn’t turn up at £12,000 plus £2,000 for escorting the defendants.  And though 

ALS’s contract required 98% of bookings to be fulfilled, according to a recent National Audit 

Office report, in February they managed just 58% and just 73% in March.  The author of that 

report, Aileen Murphie, says the costs of that are hard to estimate. 

 

MURPHIE:  None of us really know, because there are not good 

costing systems in the court service that will tell you how much, say, delay and confusion 

costs.  We know how many trials were ineffective, but that’s just a small part of it.  That 

excludes adjourned trials, it excludes people held in custody longer than they should have 
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MURPHIE cont: been, it doesn’t take into account the cost of senior 

people’s time in order to fix this. It doesn’t take into account the cost of time of victims and 

witnesses. 

 

ROBINSON: ALS entered the frame back in 2010 as one of a 

number of companies bidding for the newly-announced court translation contract, worth a 

potential £90 million over five years.  Geoffrey Buckingham, the Chairman of the 

Association of Police and Court Interpreters, looked into their proposal and concluded that 

they couldn’t possibly deliver what was required.   

 

BUCKINGHAM:  We visited the company at their offices.  We were very 

surprised to see that such a small company had such large and glitzy offices with so few 

people in them.  

 

ROBINSON: What did you make of the company?  Did you think it 

could do the job?  

 

BUCKINGHAM: It was absolutely clear to us they hadn’t got the 

personnel to handle the number of requests that would be necessary.  It was absolutely clear 

to us that the quality of support that the Ministry could look forward to getting was going to 

be unacceptable, and what particularly worried us was when another of the directors said to 

us explicitly, ‘Pay is going to go down - get used to it.’ We were not happy with that, 

because our pay hasn’t gone up for many years anyway. 

 

ROBINSON: The pay cuts ALS proposed were significant.  Out 

went the old minimum three hour booking fee. Hourly rates were sharply reduced and 

payment for travel was slashed. Geoffrey Buckingham concluded that his members - all 

experienced freelance translators and interpreters - wouldn’t work for such low pay and he 

warned the Ministry of Justice officials that, as a result, ALS couldn’t deliver the service 

required. 
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BUCKINGHAM:  We met with a senior representative of the Ministry of 

Justice plus a team of representatives from other interested parties within Her Majesty’s 

Court Service, and they tried to explain to us what the procedure had been and what the 

competitive dialogue procedure also was going to be.  

 

ROBINSON: This is between potential contractors?  

 

BUCKINGHAM: Yes, between potential contractors.  We said that 

unless they consulted properly with the interpreters, it was unlikely that they would have a 

full understanding of quite how interpreting in the criminal justice system works.  

 

ROBINSON: What were you explicitly saying? 

 

BUCKINGHAM: We said that unless they were prepared to sit down and 

talk with us, the likelihood is that the contract would not work 

. 

ROBINSON: How did they respond when you warned them about 

this? 

 

BUCKINGHAM: There was a put off letter saying no, we don’t accept 

anything you say, and since then they’ve never spoken to us. 

 

ROBINSON: Geoffrey Buckingham’s was not the only warning.  

An external consultant the Ministry commissioned recommended that ALS be given no more 

than £1 million of business. But Aileen Murphie says in August 2011, the Ministry of Justice 

officials decided to award ALS a £42 million contract.  

 

MURPHIE:  One of the things that the Ministry did was of course to 

get a report from an external firm, and that’s part of due diligence and that’s a good thing for 

them to have done.  But the Ministry decided that the report which said that the company was 

fit to handle contracts of up to £1 million, that that wasn’t a barrier to awarding the contract. 

 

ROBINSON: So the Ministry were confident, despite what their own 

consultants said, that they could give this £42 million worth of business? 
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MURPHIE: Yes, they didn’t see that as a barrier to awarding the 

contract, yes. 

 

ROBINSON: And there was more. Aileen Murphie says the original 

plan was to roll the new contract out over six to nine months so teething problems could be 

dealt with and experience gained.  Instead the Ministry decided to launch it all at once. 

 

MURPHIE:  One of the aspects to go for a big bang, as it were, was 

that it would immediately make the contract reality and thereby, I think, persuade interpreters 

who weren’t going to work, it might change their minds.  The second thing was that of course 

it would start to accrue the savings much more quickly than, say, a regional rollout or an area 

by area rollout or whatever. 

 

ROBINSON: And what happened? 

 

MURPHIE: The go live date was January 30
th

, and to begin with 

the service that ALS provided in the first month was wholly inadequate, as we describe in our 

report.  When you know you have an estimate – and it was only an estimate that you need 

1,200 interpreters – and through the new processes you’ve set up, you only have 280 ready on 

the day for go live, I think that’s more predictable than unpredictable. 

 

ROBINSON: ALS is no longer in the picture. The company was 

taken over by Capita, which is now offering higher pay to translators in an attempt to deliver 

the service promised.  No one from ALS, Capita or the Ministry of Justice was prepared to be 

interviewed on the translation fiasco. In a statement, Capita told us that 95% of bookings are 

now being fulfilled and added:  

 

READER IN STUDIO: We believe that, when the service is running at full 

efficiency, it will allow the Ministry of Justice to achieve in the region of £15 million worth 

of savings per year and that this will represent good value for money for the taxpayer. 

 

ROBINSON: The Ministry of Justice provided us with a near-

identical statement:  
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READER IN STUDIO: We have now seen a major improvement in 

performance, with more than 95% of bookings being filled. We remain confident that the 

contract will make the expected saving of £15 million a year. 

 

ROBINSON: Despite this united front, Margaret Hodge, the Chair of 

the Public Accounts Committee, says she’ll take some convincing that the court translation 

contract will ever deliver value for money. 

 

HODGE:  There is no evidence around savings, there is no 

evidence because the Ministry of Justice don’t collect it about the additional costs incurred 

because of the poor service, the fact that cases have collapsed in court, and there’s no 

evidence that this is anything like value for money.  It looked to me that the principal savings 

would come from cutting the salaries and wage rates of the interpreters.  There may be a very 

good case for doing that, but I don’t know, but actually efficient and effective management 

means that MOJ could have done that in-house without all the disruption of tendering and 

doing that so badly and achieved the savings much more quickly, much more effectively if 

they’d just managed the interpreters better. 

 

ROBINSON: How big a problem is it that officials want to get on 

and do the deal? 

 

HODGE: This Government is really anxious to secure savings to 

meet its deficit reduction programme, and therefore there is huge pressure on the officials to 

deliver savings, particularly through outsourcing, that they believe that they can do, so I think 

those dual pressures of the political imperative and the imperative to see cuts come together 

probably to make people do things that they haven’t thought through properly. 

 

ROBINSON: At the Institute for Government, Tom Gash has made a 

close study of how decisions over outsourcing get made. Though value for money should be 

the key consideration, he says other things play a big part as well.  

 

GASH:  If you have a problem in your service, it’s quite 

tempting when someone comes along and says, ‘I can solve this problem for you and I can do 

this for you cheaply and we’ve got an amazing track record of providing this service.’ Now  
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GASH cont: in some cases, that may be true, but the psychology is 

really interesting, because you want to get this problem off your hands and so it’s going to be 

very difficult for you as a public manager to sometimes resist that temptation and conduct the 

due diligence that you need to do on that provider to make sure that they are really able to 

provide the service as well. And also to make sure that you as an organisation, as a public 

sector organisation have the ability to contract effectively and to manage and oversee the 

contract effectively, to make sure that the services that you’ve asked for are being provided. 

 

ROBINSON: One of the directors at the National Audit Office, Tim 

Banfield, has also been studying how outsourcing decisions are made. And he’s found 

another reason officials are tempted to go ahead - especially when, as now, most are facing 

huge budget cuts. Because while achieving in-house savings can be a long and painful 

process, savings promised by an outsourced contractor can be chalked up the moment a deal 

is signed.  

 

BANFIELD:  The saving is shown on paper when the deal is signed, 

so if it’s looking at saying that for the next ten years we’re going to deliver this service for a 

million pounds less, that’s what departments will be planning on. Now the reality might be 

quite different. 

 

ROBINSON: But the moment I’ve signed the paper, it’s done. 

 

BANFIELD: In terms of budget planning, the deal is done and the 

expectation in the budget will be that you will deliver the savings that were planned.  Now 

that doesn’t matter if it’s outsourcing or anything else, that’s the way that Government would 

be working across that period. 

 

ROBINSON: But problems might appear years down the road? 

 

BANFIELD: They could appear in the future, in which case very 

often the individual who signed the deal has moved on.  Now that problem will exist 

whatever way you choose to deliver a service to people, but if it’s an outsourcing deal, then 

sometimes it’s quite easy to be able to push some of those through the door quickly, 

particularly if some of the challenge procedures in Government don’t work well. 
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ROBINSON: Outsourcing companies all promise they will deliver 

more efficiently and cost-effectively. And, though as we’ve seen, with large complex 

services, major problems can and do arise, there’s a general assumption that with basic 

services like cleaning, catering or refuse collection, outsourcing delivers.  But even that’s 

now being questioned. 

 

ACTUALITY AT HOSPITAL 

 

ROBINSON: I see we’ve got cages on trollies here and inside plastic 

boxes - Sunlight Service Group. What’s in the cages? 

 

CHATTEN: These ones look like they’re full of, I think they’re 

probably theatre gowns in that one or theatre equipment ... 

 

ROBINSON: Okay .... 

In the laundry of Colchester Hospital, Nick Chatten took me on a tour to show me some of 

the reasons why, after fourteen years, they’ve not renewed their facilities management 

contract with outsourcing company, Carillion. They’ve decided they can do the work more 

cost-effectively themselves.  

 

CHATTEN:  Well, effectively we paid Carillion to provide the 

service and Carillion subcontracted it to Sunlight.  We now contract directly with Sunlight, 

but what we have done, we’ve cut out that middleman and we’ve cut out that mark-up fee. 

 

ROBINSON: So Sunlight is still doing the laundry now, just as they 

did before? 

 

CHATTEN: They are, and we are benefitting probably by about an 

8% decrease in the cost of our laundry. 

 

ROBINSON: Is that a significant amount? 

 

CHATTEN: It’s significant to me, it’s probably nearly £100,000. 
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ACTUALITY OUTSIDE HOSPITAL 

 

ROBINSON: We’re in the yard behind the hospital, a whole load of 

vehicles around us.  What’s the story here? 

 

CHATTEN: It’s a really odd one really.  One of the situations we 

found ourselves in with Carillion was that we needed them to provide a hospital transport 

service, to move stuff around between our sites, and we discovered that actually it was 

cheaper for us to lease the vehicles, so we got into a slightly perverse situation where we 

lease the vehicles for them to use to provide a service to us that we were paying them for. 

 

ROBINSON: But that’s a madness! 

 

CHATTEN: It is, but it’s one of the perverse issues with 

competitive tendering.  There are some things which will always be cheaper for us to do 

directly just because of our buying power and our position in the national market. 

 

ROBINSON: But under the Carillion contract, Nick Chatten had far 

bigger problems than vehicle leasing. 

 

CHATTEN: We’re now at Mersey Ward, which is one of our new 

wards.  We built this about two years ago …  

 

ROBINSON: Like many long-term contracts, Colchester’s one with 

Carillion specified what services were to be delivered for the agreed contract price. So when 

something new happens - like when Colchester built its new Mersey Ward, Nick Chatten 

found himself having to renegotiate basic services like cleaning. 

 

CHATTEN:   And we put in on two floors around five thousand 

additional metres of floor area. 

 

ROBINSON: Okay, compared to what in your hospital? 
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CHATTEN: Overall, the hospital is something like seventy 

thousand square metres, so .... 

 

ROBINSON: So what was the problem here? 

 

CHATTEN: Well the challenge really was, when you open new 

space obviously you have to clean it, you have to maintain it, you have to service it, you have 

to keep it in good order, and the key issue here was once we were trying to, in effect, vary the 

contract, was the pricing. 

 

ROBINSON: Why? 

 

CHATTEN: Because the price per square metre to clean this area, 

for example, was considerably higher than the price we were paying per square metre for the 

rest of the hospital, and the issue was that we needed to try then to negotiate with the 

contractor. 

 

ROBINSON: And what happened in that negotiation? 

 

CHATTEN: Well, it’s difficult because to some extent we have a 

single supplier, we don’t have anywhere else to go, so they’re in a very powerful position.  

We can try to improve the cleaning standards, so the frequencies or the techniques and the 

materials that are used, but all of that comes with a price attached. 

 

ROBINSON: But why not just say, ‘Okay, you’ve got a cleaning 

contract in the main hospital for this number of square metres, roughly the same sort of price 

should apply here.’  I mean, it’s just part of the same hospital, a door comes from one to the 

other. 

 

CHATTEN: That would be the position we would want to take, but 

sadly, because we were tied into a contract, we were only able to negotiate with the one 

supplier. 

 

ROBINSON: I believe they call it being over a barrel. 
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CHATTEN: You could say that.  

 

ROBINSON: And what would you say? 

 

CHATTEN: I think yes, I think it’s very difficult when you don’t 

really have anywhere else to go and you know you’ve got to deliver. 

 

ROBINSON: Nick Chatten reckons he’s now saving £900,000 on his 

£12 million plus facilities budget.  Carillion declined to respond to what Nick Chatten says, 

telling us it would be inappropriate to comment on specific contracts and customers.  But 

they sent us a statement in which they said:  

 

READER IN STUDIO: Across all of our support service contracts, our 

operating margin is around 5%.  Overall the evidence is that outsourcing of facilities 

management services of the kind delivered by Carillion typically delivers double digit 

percentage savings for customers that can be as high as 20% to 25%, depending on the nature 

of the contract, while maintaining or improving the quality of services.  

 

ROBINSON: Among health authorities, what’s now called ‘in-

sourcing’ is still comparatively rare. But among local councils, it’s been growing. At the 

Association of Public Sector Excellence, they collect data on financial performance from 

local authorities across England and Wales.  And Deputy Director Mark Bramah has just 

completed their latest survey. 

 

BRAMAH:  We did some research on in-sourcing.  We identified, I 

think it was about 137 authorities that we looked at who were starting to bring services back 

in-house.  I’d certainly suggest it was a trend. 

 

ROBINSON: How much has value for money got to do with the 

decisions of these authorities to bring services back in-house? 

 

BRAMAH: Value for money is the primary drive behind looking at 

whether services should be delivered in-house again, because of problems over contract 

failure, increases in contract prices, particularly where contracts are re-tendered, and around 
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BRAMAH cont: public satisfaction with the quality of services – and 

obviously quality is a factor in value for money. 

 

ROBINSON: How do you know value for money is a factor in these 

decisions? 

 

BRAMAH: That’s the evidence, the survey evidence that’s been 

returned to us by local authorities, that they can achieve greater cost reductions by delivering 

services in-house. 

 

ROBINSON: Despite the savings claimed by outsourcing companies, 

Tom Gash of the Institute for Government says that across the public sector it’s unclear the 

extent to which similar savings have also successfully been achieved in-house. 

 

GASH:  Government has very, very rarely made a direct 

comparison of the costs and effectiveness of in-house provision models, so direct public 

management of services against contracted-out services. And that’s something that I think 

governments need to do to have a much more empirical understanding of whether 

outsourcing is good in particular service areas. 

 

ROBINSON: Why hasn’t that happened? 

 

GASH: Well, what you can do is compare the cost of your 

contract to the cost of when you do it yourself in-house, but the problem with that, of course, 

is that you lose, it’s very hard to measure the different costs of the two things, because in the 

contractual world you both have the cost of creating the contract and overseeing the 

contractor and the actual cost of the contract and you have to work out what all those are, and 

then when you’ve got the service in-house, you don’t cost for all those other things like the 

fact that your management is quite distracted by having to do this and that and the other and 

has got a much broader range of responsibilities, so it’s very hard to measure it effectively 

and there’s not enough attention paid to that. 

 

 



-  15 - 

ROBINSON: At the National Audit Office, Tim Banfield is now 

leading a major study trying to compare the value for money of private and public sector 

procurement.  It’s early days but the results so far are striking. 

                                      

BANFIELD:  From the work that we’ve been able to do and the 

evidence we’ve been able to gather, looked at across all the projects and all the types of 

projects that the public and the private sector do, we don’t find evidence to support the fact 

there’s a huge difference between the two of them.  So we’re not seeing something where the 

public sector is uniquely failing and the private sector gets it all right. 

 

ROBINSON: Are you seeing evidence that the private sector and 

outsourcing will deliver savings? 

 

BANFIELD: We haven’t seen sufficient evidence to back up that 

assertion at the moment, but we’re still doing our work and we will report on that in due 

course. 

 

ROBINSON: But your work so far hasn’t found evidence to support 

that? 

 

BANFIELD: Well, from the analysis that we’re picking up that had 

been done by other organisations who are working with commercial firms, they are seeing 

similar kind of success and failure rates in private companies.  

 

ROBINSON: For this programme, we decided to do our own 

investigation into value for money with an outsourced public service on which the Ministry 

of Justice has so far spent nearly £1 billion.  These contracts are for the electronic monitoring 

of offenders - what’s commonly known as tagging. 

  

DAVID:  It’s just like a little ankle bracelet really, you just can’t 

pull it off your foot, and basically you get a curfew time - you have to be in at seven.  If 

you’re not, the box will detect you’re not, send a signal to them and they’ll be phoning you 

and asking you why you’re not in sort of thing. 
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ROBINSON: You’ve got to be at home? 

 

DAVID:  You’ve got to be at home, yeah. 

 

ROBINSON: After spending almost fourteen years in prison for 

crimes like burglary and car theft, David has been successfully changing his life away from 

crime. He’s now out of prison on licence, on condition he wears a tag to which allows staff in 

a distant monitoring centre to tell if he’s at home, as required, on curfew between seven at 

night and seven in the morning.  

So how does it know?  

 

DAVID: Well I’ve got the box plugged into a plug over there. 

 

ROBINSON: So it looks like a sort of broadband box, a couple of 

aerials.  

 

DAVID: It’s got a little telephone on it and a couple of buttons 

on the front. 

 

ROBINSON: The technology is old. New tags exist which can 

monitor wearers 24 hours a day. But under the present contracts there’s no reason for 

contractors to use them, and outside curfew hours, wearers can go where they please.    

David is no longer involved in crime, but for those who are, he says, the present tagging 

system is little deterrent.  

 

DAVID: They could go and commit a burglary, they can go and 

commit a robbery, they could rob someone, they could steal a car, you could do anything.  Be 

in for seven and as long as you’ve not been caught committing that offence, no-one would 

know no different. 

 

ROBINSON: In value for money terms, everyone agrees that tagging 

is cheaper than sending someone to prison.  But how good a deal is the Government getting 

out of the present providers?  Could the present tagging regime be done at lower cost?  At the 
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ROBINSON cont: Policy Exchange - a think tank which promotes better 

public services - that’s a question Rory Geoghegan has been trying to answer. 

   

GEOGHEGAN: It’s been very difficult to work out whether it’s been 

value for money. The contracts aren’t published, the figures aren’t published.  We’ve sort 

of tried our best through Freedom of Information Act requests and we’ve also scoured 

Parliamentary questions to try and find the numbers, and the numbers that we got to weren’t 

the best. 

 

ROBINSON: With information hard to come by, Rory Geoghegan 

decided to compare what the companies providing tagging in Britain charge, with what’s 

charged under similar contracts in the United States, where financial information about 

outsourced public services is far more readily available. 

 

GEOGHEGAN: It took a lot of digging. What we really wanted to do 

was have a sort of like for like comparison with the UK model, and the best we could find 

was in Florida where, thankfully, the university there had done some research and it had 

costed out both the hardware and the software and, crucially, the staff costs that go along with 

the delivery of that service.   

 

ROBINSON: The people who do the monitoring? 

 

GEOGHEGAN: Absolutely, the people who do the monitoring and the 

enforcement.  And what that got us to was a pretty rock-solid number of £8.29 per monitored 

day and that then we could compare against the figures we’d found from the Ministry of 

Justice. 

 

ROBINSON: For taxpayers looking for value for money, Rory 

Geoghegan says the results were disappointing, because he found the price the Ministry of 

Justice was paying under its outsourced tagging contracts was around 60% higher than 

authorities in America were paying for a similar service. 

 

GEOGHEGAN: It was quite clear that we were paying over the odds. 

We’d been expecting a difference - perhaps not quite as large as that. 
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ROBINSON: Were you surprised? 

 

GEOGHEGAN: I was surprised, yeah - we figured, you know, you’ve 

got a long contract, the suppliers have got a good deal there, why shouldn’t they be giving a 

good deal to the taxpayer?  

 

ROBINSON: The two companies providing tagging for the Ministry 

of Justice dispute the Policy Exchange findings and insist that they do deliver a cost-effective 

service. But from publicly available data, it was impossible to verify that claim.  But then 

former employees of one of the companies - Serco - told us the service was also highly 

profitable for the Serco Group, and they pointed us towards the company which provides the 

software and hardware necessary for tagging.  This company is called Serco Geografix.  

 

ADAMSON:  Serco Geografix is a UK company; it’s a subsidiary of 

a company called Serco Ltd, which in turn is a subsidiary of a company called Serco 

Holdings Ltd, which is the subsidiary of Serco Group, or a subsidiary of Serco Group plc. 

 

ROBINSON: David Adamson is a member of the Network of 

Forensic Accountants - people whose business is digging out financial information. We asked 

him to analyse Serco Geografix’s accounts to see how profitable it had been. 

 

ADAMSON: Well, I found that it’s an extremely profitable 

company.  The over, the last eleven years, that’s the years 2001 to 2011, its operating profits, 

which are probably the best measure of profit, have been increased from 54% up to 80% of 

turnover. 

 

ROBINSON: That sounds very high. 

 

ADAMSON: Well it is. I mean, if you look at other companies in the 

group in, say 2011, Serco Ltd’s operating profit was 1% of its turnover and the group as a 

whole had an operating profit of 6% of turnover.  Geografix’s profit is much, much higher 

than that. 

 

ROBINSON: So this is the star of Serco in profit terms? 
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ADAMSON: It certainly looks that way. 

 

ROBINSON: So where have Serco Geografix’s profits come from? 

Once again the company accounts are helpful. 

 

ACTUALITY WITH ACCOUNTS 

 

ROBINSON: These are Serco Geografix’s published accounts and 

here in the notes it gives a breakdown of where the company’s sales were made. It shows that 

in 2001, over 99% of its turnover was in the UK.  That produced a 54% profit.  By 2005, UK 

sales were only slightly lower - at 93% - and the profits had risen to 57% of turnover. 

Serco eventually confirmed what our sources had told us - that Serco Geografix’s customer in 

the UK is Serco Monitoring, the business unit inside Serco’s main UK operating company 

which runs the Ministry of Justice tagging contract.  And David Adamson found that having 

earned high profits from its trading with Serco Monitoring, Serco Geografix then, perfectly 

legally, pays much of them back in dividends to Serco. 

  

ADAMSON: Well, those profits are by and large paid as dividends 

to the company that owns Geografix - in other words, to Serco Ltd.  These dividends, over 

eleven years, total £50 million, and on top of that, they have £7.5 million of distributable 

reserves left. 

 

ROBINSON: So altogether we’re talking about £65.5 million? 

 

ADAMSON: We are indeed. 

 

ROBINSON: This is a very healthy company indeed. 

 

ADAMSON: Oh it’s very profitable.  Yes, it’s done very well. 

 

ROBINSON: Serco declined to be interviewed about the purpose of 

these apparently circular transactions and about why one part of their group was making such 

high profit margins from sales to another.  In a statement explaining the position of Serco 

Geografix, they say: 
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READER IN STUDIO: Its customer in the UK is Serco and it does not have a 

contract directly with the Ministry of Justice.  Serco’s contract with the Ministry of Justice is 

to provide the complete electronic monitoring service and operates at significantly lower 

margins. 

 

ROBINSON: From 2006, Serco Geografix’s accounts no longer 

included a geographic breakdown of sales.  In a further statement, Serco told us Geografix’s 

technology represented a small proportion of the cost base of the tagging programme with the 

majority of the costs being made up of staff wages and monitoring.  In addition, it said, since 

2006, Serco Geografix had: 

  

READER IN STUDIO: Significantly improved our international business to 

the point that in 2011 it accounted for approximately 40% of the business by volume, 

representing a significant proportion of the total business. 

 

ROBINSON: But with around 60% of Geografix’s highly profitable 

sales still coming from Serco Monitoring and its Ministry of Justice tagging contract, and a 

much higher proportion than that in previous years, our questions about the purpose of the 

transactions remain unanswered.  David Adamson says their effect is clear. 

 

ADAMSON: Because profits are high in Serco Geografix, the profits 

in Serco Monitoring must be correspondingly lower.  It’s basically where you’ve got two 

companies under common control, profits can be shuffled between the two and as 

Geografix’s profits increase, so the profits in Monitoring will reduce. 

 

ROBINSON: So if somebody said how profitable is Serco 

Monitoring, the answer would be lower than it actually is because Serco Geografix’s profits 

are so high? 

 

ADAMSON: That is how it looks. 

 

ROBINSON: The Ministry of Justice also turned down our request 

for an interview on their tagging contracts and whether they represent value for money for 

taxpayers. So we posed them a simple question: did they know about Serco Geografix and the 
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ROBINSON cont: profits it had made supplying their tagging 

programme?  That is a question the Ministry declined to answer. Instead they told us: 

  

READER IN STUDIO: Whenever we award a contract, our priority is to 

ensure we get the best possible service at the best possible value for money for the taxpayer. 

 

ROBINSON: When it comes to questions about value for money, the 

National Audit Office, servicing the Public Accounts Committee, does have powers to 

demand answers to questions like ours.  So we took our findings about Serco Geografix to the 

PAC Chair, Margaret Hodge, fresh from her hearing into the Ministry of Justice’s chaotic 

court translation service.  

I’ve shown you the numbers that we’ve done and our forensic accountant has done.  In this 

technology company, part of the Serco Group, servicing another company in the Serco 

Group, which is servicing the Ministry of Justice, we have these very high numbers for 

profitability.  What do you think? 

 

HODGE: I have absolutely no doubt that we, that my committee 

will want to look at this in detail. What it demonstrates to me so clearly is we must have 

transparency, because if you’d had transparency, you might have been able to see whether or 

not we were paying a fair price with a fair profit to the company for the tax we were using in 

a service.   

 

ROBINSON: And do you think officials in the Ministry of Justice 

would be aware that sort of thing is happening?  I mean, in your experience, do officials 

know this kind of stuff? 

 

HODGE: I don’t know and I don’t want to pre-empt, but it’s a 

classic example of where that all needs to be out in the open, and never has that been more 

important than now, when public expenditure is being cut and the people who are most 

vulnerable and most dependent on public services are seeing their living standards drop, so I 

want to ask some questions. 

 

ROBINSON: Will you? 
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HODGE: If you give me the papers, I will certainly take them 

away and make sure that the National Audit Office look at them closely. 

 

ROBINSON: While the NAO does this, at the Ministry of Justice, 

officials are now in the process of negotiating new contracts - worth around £3 billion over 

the next seven years.  This time, technology is to be supplied under a separate contract, but 

when it comes to monitoring, instead of having two companies for England and Wales, as 

now, the Ministry proposes to award the contract to a single provider.  Rory Geoghegan of 

the Policy Exchange is unconvinced that these new contracts will deliver any better value for 

money. 

 

GEOGHEGAN: Well, our view is that the current contracts that are 

being negotiated at the moment are flawed, and it’s also, it’s also a repetition of the past - it’s 

sort of more of the same if not worse, actually. We’re moving from a sort of a duopoly 

position to a monopoly.  Previous studies that have examined the question of value for money 

have been weak and it’s really for us now to try and make the case that these new contracts 

need to be terminated.  And essentially we’re at risk of putting £3 billion of money at risk for 

no real return. 

 

ROBINSON: From her work scrutinising value for money as Chair 

of the Public Accounts Committee, Margaret Hodge believes there’s a more fundamental 

issue - doing something about the veil of secrecy in which both ministries and companies 

now shroud their commercial transactions. 

 

HODGE: Too much is hidden behind commercial confidentiality 

and I think that has now become an excuse for hiding data and information that we need to 

assure Parliament and the public that there is value for money. 

 

ROBINSON: Why do you say that?  Why should we know more 

about it?  Because the companies say, well this is our private information – we deliver 

services, we don’t have to tell you how we do it. 
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HODGE: Because it’s the taxpayers’ pound and I think there 

should be a right to follow the taxpayers’ pound wherever it goes, and if a private company 

wishes to make a living out of delivering public services with the taxpayers’ pound, they have 

to accept that they have to open their books so that we, the taxpayer, can see that we’re 

getting proper value for money.  And in an environment where more and more is being 

delivered by private companies, this is an issue of absolutely growing importance. 

 

SIGNATURE TUNE 


