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UK COVID-19 INQUIRY

WITNESS STATEMENT OF TOM SCHOLAR

I, Tom Scholar, will say as follows: -

I make this statement pursuant to a Rule 9 Request from the UK Covid-19 Inquiry (“the Inquiry”) in

relation to Module 9.
In order to assist my recollection of the matters referred to in the Inquiry’s Rule 9 Request and the

preparation of this statement | have taken account of information supplied by His Majesty’s

Treasury (“HMT”) and read HMT’s Module 9 corporate statement.

Part A: Background and Role of the Permanent Secretary to HMT

1. I was the Permanent Secretary to the Treasury from July 2016 to September 2022.
Previously | worked for the Treasury in various capacities from 1990 to 2013, including as
second permanent secretary from 2009 to 2013. From 2013 to 2016, | worked for the
Cabinet Office as the head of the European and Global Issues Secretariat. | have an

M.Sc. in economics from the London School of Economics.

2. As the Permanent Secretary to the Treasury, my job was to run the department and to
account for its actions. Most of my time was devoted to leadership and management,
ensuring that the department functioned effectively in difficult circumstances, deciding the
correct deployment of staff, reprioritising the workload, and ensuring that the department

was meeting the requirements of the Chancellor of the Exchequer (“the Chancelior”). |
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was accountable to Parliament for the performance of the department and appeared

several times before the Treasury Select Committee and the Public Accounts Committee.

3. The pandemic touched every area of the department’s responsibilities, so work on the
government’s response was spread across HMT. Each Director General and Director took
responsibility for the work in their area, including leading the department’s engagement
with the Prime Minister, the Chancellor and other Ministers, and representing the Treasury
with other departments and groups outside government. Public spending planning and
control was the responsibility of the spending teams, working under the direction of the
Director General (public spending). Work on the various economic interventions was
carried out by the teams with expertise in the sector in question, working as appropriate to
the Second Permanent Secretary, the Director General (tax and welfare), the Director
General (financial services) and the Director or Director General of the Enterprise and
Growth unit. Economic analysis and advice was the responsibility of the economic and
fiscal teams, led by the Chief Economic Adviser. All of this work was coordinated by the
Strategy, Policy and Budget group (“SPB”), and overseen by the Executive Management
Board (“EMB”), which | chaired. My role was to account for it to ministers and to

Parliament.

Part B: Role of HMT Spending Teams and Accounting Officers

HMT is responsible to Parliament for creating and maintaining a framework to manage public
resources, which applies across the whole of government. This framework is codified in the
document Managing Public Money (“MPM”). Parliament looks to HMT to make sure that
departments only use their resources as intended, and that revenue is raised, and resources are

spent within agreed limits.

HMT performs this role in three ways: by designing the Budgeting Framework; setting
departmental budgets through the Spending Review and Estimates processes; and controlling
departmental spending on an ongoing basis so that they stay within budgets and achieve value for
money. HMT’s role ensures that Parliament’s requirements are met, and the delivery of

government objectives is supported.

HMT also appoints a Principal Accounting Officer (“AO”) in each central government department
who is always the Permanent Secretary or Chief Executive. That Principal AO appoints the heads
of any arms-length bodies (“ALBs”) within their departmental group as AOs. The Principal AO may
also appoint AOs for specific areas of Departmental expenditure. AOs are responsible to

Parliament for the stewardship of the relevant departmental or ALB’s resources.
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A key requirement for AOs is to ensure that spending in their department conforms to the principles
of regularity, propriety, value for money and feasibility as set out in MPM. Broadly, this means that
AOs are responsible for ensuring that their department and any ALBs it sponsors operate
effectively and to a high standard of probity: in managing risks in their organisation, ensuring that
spending has HMT Ministers’ approval and is in compliance with the law and MPM guidance, and

ensuring that policies represent value for the taxpayer and are deliverable.

During the pandemic, the government continued to apply the usual principles for AOs to make
decisions on expenditure in their departments. At all times they needed to be satisfied that
spending decisions met the usual AO standards of regularity, propriety, value for money and

feasibility.

In order to provide support and guidance to AOs in their application of the MPM requirements in
response to a pandemic, on 9 April 2020, | wrote to all AOs of government departments to set out
how HMT planned to support AOs with their responsibilities [TS/8/01/INQ000609801]. The
Treasury Officer of Accounts and his team provided their usual support and advice to Accounting
Officers, including on difficult issues of judgement arising from the response to the pandemic. To

the best of my recollection these arrangements were effective.

HMT has standing teams responsible for overseeing the spending policy for every department,
advising HMT Ministers on all spending issues, including departmental allocations at fiscal events
and in-year approvals. Regular meetings take place between HMT spending teams and spending
departments to discuss the department’s key financial and policy issues and financial management
information (including financial outturn and forecast data) and agree next steps. Directors and
Director Generals also frequently interact with senior counterparts in departments, including the
departmental AO.

There is also significant engagement with departments in advance of a Spending Review.
Departments submit ‘bids’ to HMT, which are then assessed by spending teams, and worked
through between ministers in bilateral negotiations. This process considers the priority outcomes
each department is responsible for delivering and the funding required to deliver those outcomes,

taking into account the potential for efficiency and savings within each department.

In addition to the engagement described above, departments provide reporting on their overall
financial position to HMT. HMT’s spending teams monitor this data throughout the year, engaging
with departments on any areas of concern. Where the team consider that action is needed to
ensure that a department can operate within its budget, advice is provided to HMT Ministers on

any options requiring their decision.
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Covid-19 represented an unprecedented civil emergency and required a response by government
also unprecedented in speed and scale. HMT had to support decision making on significant
expenditure and novel interventions at unusual pace and in a more uncertain environment than
usual. This was due to the speed at which the pandemic unfolded, the pace at which global

markets for health supplies moved, and uncertainty over the course and endpoint of the pandemic.

HMT continued to apply the principles of effective and efficient public spending in a consistent
fashion throughout the pandemic, in line with its responsibility to deliver value for money for the
taxpayer. That being said, there was a need to apply the spending framework in a more flexible
way than would otherwise have been the case, in order to meet the spending requirements of the

public health and economic response at the necessary pace.

In exercising its control of spending through the pandemic, HMT broadly sought to balance four
principles:

Maintaining value for money for taxpayers, avoiding waste and driving efficiency;

Delivering the best possible outcomes for patients, care users and public health, in line with
proposals from NHS England, UK Health Security Agency (and its predecessor organisations) and
the social care sector;

Supporting AOs to ensure that government spending operated with regularity and propriety at all
times; and

Taking full account of the potential impact on the economy.

The key elements of the flexibility shown in applying these principles included:

Delegating more control to AOs in individual departments. AOs still had to be satisfied at all times
that spending decisions in their departments met the tests of value for money, regularity, propriety
and feasibility set out in MPM. However, in the case of personal protective equipment (“PPE”) and
vaccines, increased delegation of control to the judgement of individual AOs allowed departments
to act more quickly in response to emergency spending needs than would otherwise have been the
case;

Providing more generous spending envelopes and delegated authorities than would normally be
the case, specifically in relation to PPE and vaccines in relation to the pandemic period, again
supporting more rapid decision making; and

Reacting very quickly to spending requests where necessary, often within hours.

At the start of the pandemic, on 20 March 2020, | wrote to AOs on behalf of HMT setting out their
roles and responsibilities [TS/9/02/INQ000399236]. Due to the unprecedented and critical times

faced by departments, AOs were likely to be presented with difficult decisions that would test the
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boundaries of the four key standards for assessing proposals: regularity, propriety, value for
money, and feasibility. Where the tests were not satisfied but there were wider public interest policy
considerations, AOs were able to request a direction from Ministers and Treasury spending teams
were available to give advice. The letter explained the circumstances under which AOs were able
to proceed with policy pre-approval expenditure and payments in advance of need. HMT also
indicated that departments could put Temporary Acting AOs in place in case a situation arose
where the AO was not available. We wanted to ensure AOs were supported during this difficult

time and requested feedback on the effectiveness of the processes put in place by HMT.

On 13 May 2021, Catherine Little and Bernadette Kelly sent a joint letter to AOs informing them
that the guidance would be updated and setting out plans for further training and forums to share
best practice. Updated guidance was subsequently published for AOs in December 2021
[TS/9/03/INQ000399234]. HMT officials stepped in at various points to respond to queries or
undertake appropriate checks such as asserting the requirement that any indemnities in contracts
be cleared by HMT, placing strict rules on transparency and working with the Department of Health
and Social Care (“DHSC”) in order to improve their procedures. This was overseen by Catherine
Little in her role as director general (public spending) and further detail has been provided in her

corporate statement to the Inquiry.

Part C: Ministerial Directions

A Ministerial Direction can be requested by an AO where a proposal for the use of public resources
within that department’s direct control does not meet the AO standards of regularity, propriety,
feasibility and value for money as set out in MPM, specific requirements and good practice for
dealing with public resources. A Ministerial Direction can be used to ensure that urgent and
necessary activity can take place even where the requirements under the AO standards are not

met.

Where a departmental AO determines that a proposal does not meet one or more of the standards
set out in MPM, the next step is to consider whether the policy or proposed course of action can be
modified to make it fit. If not, and the minister decides it is nevertheless appropriate to continue
with the proposal, the AO can ask their senior minister for a formal written direction to proceed.

This direction is known as a Ministerial Direction.

During 2020, a record annual number of Ministerial Directions were made, mostly Covid-related.
The majority of Directions included concerns over value for money, where the need to put in place
urgent schemes of support meant some proposals did not have the usual level of supporting
evidence that might be expected to justify the interventions made; and propriety, where the speed

of setting up the scheme meant the usual considerations about acceptable levels of fraud risk had
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to be adapted. As is the standard procedure, it was for each AO to decide when the Ministerial

Direction was published (on the gov.uk website).

Owing to the timing of the pandemic occurring just before the end of the financial year, many
departments were faced with costs of implementing appropriate Covid-related measures which
went beyond the limits of the spending envelopes that had been authorised by Parliament for that
financial year. Ordinarily where departmental spending is likely to exceed the existing spending
limit, the Supplementary Estimates process will be followed. However, given the expediency

demanded by the pandemic, flexibility was needed in the usual spending control process.

In my view, and the view of the Treasury at the time, the Ministerial Directions process worked

appropriately and as intended during the pandemic.

Part D: Initial Response to the Pandemic

After the emergence of Covid-19, HMT started work on the potential economic implications in late
January 2020. Initial HMT advice to the Chancellor on 4 February 2020 noted high levels of
uncertainty but expected the primary short-term impact to be on the Chinese economy, with the
global and UK economies only modestly affected, mainly through a slowdown of the Chinese
economy. The advice noted that if the disease developed into a global pandemic, the economic
implications could be considerable. Finally, it was assessed that, while Covid-19 could pose risks
to the UK and global financial systems, UK banks should be able to withstand them, although risks

would ultimately depend on the virulence of the virus.

Like other departments, the Treasury relied on DHSC for advice on the likely evolution of the virus,
and their analysis and advice developed significantly from January to March 2020. During this time
the Treasury’s work on the possible economic implications and the policy response was carried out
as part of and in parallel to the Budget process. The long-established Treasury procedure is for the
Chancellor to develop and announce major economic policy measures at fiscal events. In this case
the March 2020 budget was the vehicle for policy in response to the evolution of the virus. Those
teams who later switched their focus to the pandemic were the same teams who in the early part of
2020 were preparing the budget (including the response to the virus as part of that). As the advice
on the evolution of the virus developed, the package of measures being prepared for the budget
developed alongside it. The preparation of the budget is an iterative process, involving constant
interaction with the Chancelior, under his direction, and through this time the Chancellors own
views were developing, drawing on discussions with the Prime Minister, the Secretary of State for

Health, the Cabinet and others. My role was to chair the overview discussions at EMB rather than
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to play a direct personal role in interdepartmental discussions on the evolution of the virus, or the

internal development of the measures in the emerging budget package.

On 13 February 2020, the Rt Hon Sajid Javid MP resigned, and the Rt Hon Rishi Sunak MP was
appointed as the new Chancellor. The new Chancellor's primary focus was the upcoming Budget
scheduled for 11 March 2020. He requested advice from HMT on the economic consequences of a
reasonable worst-case scenario of a Covid-19 pandemic in the UK. This was based on the
Scientific Advisory Group for Emergencies (“SAGE”) Reasonable Worst-Case Scenario for an
outbreak of pandemic influenza and was submitted on 14 February 2020. On 26 February 2020,
the Chancellor received advice setting out the latest DHSC health data on confirmed cases in the
UK. The advice outlined two possible economic scenarios for the UK:

An outbreak largely contained within China, with impacts changing little; and

A global pandemic, with impacts aligning with SAGE’s Reasonable Worst-Case Scenario from the

preceding week.

The Government’'s approach at this point was to structure the public health response round three
expected phases of the epidemic:

Contain — detecting and isolating cases as they arrived in the UK to delay the spread of the virus
within the community;

Delay — if the disease became established in the UK, reducing the rate and extent of its spread by
promoting hygiene and social distancing, the possible closure of schools, stopping large scale
public gatherings and other forms of social distancing; and

Mitigate — focusing on providing essential services and focusing healthcare resources on those

most in need.

A £12 billion package of measures was announced by the Chancellor in the Budget on 11 March
2020. In the days and weeks following the Budget, the scale of the potential economic and social
impacts of Covid-19 became increasingly clear. On 16 March 2020, the government introduced an
initial set of non-pharmaceutical interventions (“NPIs”), followed by the announcement of a full
national lockdown on 23 March 2020. It was very unclear at the time how long this could be
expected to last, because of uncertainty about the future path of the virus, and it was very difficult
or arguably impossible to model the economic impact, since there was no way of knowing at the
outset what public health measures would be required or what their economic impact would be
(see paragraphs 47-60 below for a fuller discussion). But a lockdown would clearly have a major
impact on businesses and individuals, and so it was clear that a much bigger package of economic
support would be required. The Treasury significantly stepped up its work on covid and the
resources devoted to it, partly through the redeployment of teams previously engaged in preparing

the budget, and partly through the exercise described in paragraphs 39-42 below.
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Part E: Managing the Department

HMT'’s role, function and responsibilities remained unchanged during the pandemic, although it
inevitably had to be more agile and, where appropriate, more flexible in its approach. Much of our
work was on the rapid design and implementation of economic support to mitigate the impact of

public health measures on jobs, living standards and the wider economy.

HMT’s economic objectives during the pandemic were, as always, set by the Chancellor, with
advice from officials. These objectives were developed through an iterative process of advice and
internal discussion, and communicated by the Chancellor through a series of public statements,
starting with the Budget in March 2020, and continuing with a long series of public interventions,
including Parliamentary statements and announcements at press conferences and public briefings
at No 10.

EMB

The Treasury’s Executive Management Board (EMB) is a group of senior officials, chaired by the
Permanent Secretary, which oversees the running of the department. It is not a forum for policy
decisions, which are the exclusive prerogative of Ministers (and for that reason EMB did not take
any policy decisions on the pandemic response). Nor is it a body for approving advice to Ministers
— that is the responsibility of the relevant senior official. Rather it is a leadership group. The
members of EMB are responsible — collectively and individually — for leading, motivating and
challenging the department, sharing information for effective internal communication, and ensuring
that high quality advice is given to ministers and that the department responds to — and delivers on
- ministerial priorities. EMB is also responsible for risk management, ensuring sound internal

conirols, and for developing internal budgets, managing resources and staff deployment.

EMB normally meets weekly. During the pandemic, EMB met more frequently to ensure proper
communication and coordination (it met daily from March 2020, and at least twice weekly from
September 2021). The department was required to be quick and agile in leading the government’s
response to heightened and fast changing economic risks. EMB ensured the department had the

right resources in the right place to be able to support the UK in its response.

During the pandemic, EMB included Charles Roxburgh (the Second Permanent Secretary), and
the six Director Generals (DGs). Beth Russell (tax and welfare), Catherine Little (public
expenditure), Clare Lombardelli (chief economic adviser), Philip Duffy (enterprise and growth, from
May 2020), Katharine Braddick (financial services)} and Mark Bowman (international economic
affairs). It also included Dan York Smith, director of the strategy, policy and budget group, which
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was responsible for coordinating work on the pandemic, and the Treasury’s directors of finance

and operations.

Each of these senior officials led on developing and delivering the economic support schemes in
their respective areas (for example, Beth Russell on the furlough scheme, Charles Roxburgh on
CBILS, Katherine Braddick on Bounce-back Loans and Philip Duffy on Project Birch), and on
providing advice to ministers in their areas of responsibility (for example, Catherine Little on public
spending, Clare Lombardelli on economic analysis and Mark Bowman on discussions with other
governments). They also took the lead in discussions with the Chancellor and other ministers, and

representing the Treasury in discussions with other departments and outside government.

My role was to chair EMB and ensure that we were doing a good collective job in leading the
department and supporting ministers. | did not play a direct personal role in the development or
implementation of the various support schemes: | delegated that responsibility in each case to the
appropriate senior official, who also took responsibility for briefing and advising the Chancellor and
other ministers. Since EMB was the group which brought together our most senior officials, and
was the vehicle for them to communicate what was happening in the many other groups that they
were attending, EMB was the group which | used for an overview of the Treasury’'s work, meaning
that | did not need to attend other groups (which would in any case have led to duplication).

Similarly, and for the same reasons, | did not attend cross-departmental or external groups.

In my view this division of responsibilities worked well and was important in ensuring that the
department did its job in supporting and advising ministers on the response to the pandemic. The
very wide range of issues on which the Chancellor needed expert advice and analysis made
delegation essential. Each support scheme also required intensive work on development and
implementation — with the Chancellor, with the teams doing the detailed policy work, and with other
departments involved in delivering them. The person best placed to do that was the appropriate
senior official. With such a wide range of work on the pandemic response across all parts of the
department, and often very rapid developments in analysis and thinking, it was also essential to
have good communication within the senior team, and the daily morning meetings of EMB provided

an effective forum for that.

Redeployment
From mid-March 2020, after the Budget, HM Treasury conducted a redeployment exercise to move

officials, including senior civil servants, from standing roles to the highest priority areas of
work across the department. All Directors were asked to identify which projects or areas of work
could be dropped or delayed in order to allow the department to focus as far as possible on the
pandemic response. This led to extensive reprioritisation and redeployment withing groups. In

addition, over 70 people were moved between groups via the projects team and the redeployment
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exercise. The department also recruited or promoted staff, including increasing the number of
Deputy Directors (with some dual running with two Deputy Directors covering together in some
areas) to increase bandwidth and resilience in leadership roles, and ensure the department had

sufficient resource to manage pressures.

A central team in SPB, led by two Deputy Directors, was set up to coordinate HMT’s response to
the Covid-19 pandemic and liaise with the Cabinet Office Covid 19 Taskforce, with an extra SPB

Director recruited in summer 2020.

Directors also reprioritised staff within their own groups, with new teams set up in key directorates
(Personal Tax, Welfare and Pensions Group; Enterprise and Growth Unit; Financial Services) to
develop and oversee delivery of the main economic interventions, as well as answering higher
levels of correspondence from MPs and members of the public. Expertise and experience from
existing policy teams who owned core relationships (such as with spending departments or
business groups), and understood the fiscal, economic and legislative implications of policy
options, was essential. But these were reinforced with additional resource to deal with the volume

of work needed to develop and operationalise the schemes.

Alongside these increases in resource, the department also stepped up its oversight and
coordination. As set out above, EMB met daily to discuss live pandemic and economy fiscal
updates, agree priorities and consider advice on next steps on economic support and other issues,

and discuss departmental resource and structural needs.

Part F: Economic Activity and Non-Pharmaceutical Interventions (‘NPls”)

From the outset, it was a priority for HMT to have the best possible understanding of the health
picture, in view of the interaction between the likely path of the virus and the NPlIs, and the need for
economic policy to evolve alongside the Government’s public health strategy. HMT officials worked
closely and cooperatively with DHSC and wider public health officials and were regularly in direct
contact with the Chief Medical Officer (“CMO”) and the Government Chief Scientific Adviser
(“GCSA”). This collaboration put the Treasury in the best possible position to give ministers timely
advice on the potential economic impact and possible economic interventions, as the debate on

the path of the virus and the NPIs evolved.

In addition, and perhaps most significantly, the Chancellor was heavily engaged personally in
cross-government discussions. He was in constant touch with the Prime Minister and other senior
colleagues, including in bilateral discussions and informal meetings, and through attendance at
meetings of the Cabinet and additional formal groups set up to deal with the pandemic. The

Chancellor took part in all the key decision-making meetings on the NPIs, as well as a very large
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number of ministerial meetings on the latest developments in the scientific advice and possible
next steps. This meant he could ensure that economic implications were properly considered, and
gave him all the latest available information (in real time) as he was considering economic policy

development.

HM Treasury was invited to attend SAGE in an observer capacity by the GCSA from March 2020.
The Director for the Economics Group, Vanessa McDougall, took up this role and circulated
readouts following each meeting. HMT also received papers from the various sub-groups that
made up SAGE such as the Scientific Pandemic Influenza Group on Modelling (“SPI-M”), the
Scientific Pandemic Influenza Group on Behaviour (“SPI-B”) and the New and Emerging
Respiratory Virus Threats Advisory Group (‘NERVTAG").

HMT senior officials also routinely attended Joint Biosecurity Centre (“JBC”) GOLD meetings
chaired by the SoS DHSC, following the creation of the JBC in May 2020, where the latest health

data was discussed.
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Part G: Data, Advice, Analysis and Modelling

From early 2020, HMT provided advice to ministers on the economic and fiscal impacts of the
pandemic and the various NPIs proposed to deal with it. The advice informed judgements on the
relative impact of different measures and equipped the Chancellor to take a well-informed view on
some very difficult decisions, through which ministers were trying to control the spread of the virus
while minimising the impact on the economy and society more broadly. HMT's advice covered
every stage of the evolution of the virus, from initial discussions of possible specific restrictions in
the first few months of 2020, to the national lockdowns starting in March 2020, and including the
proposed circuit breaker in September 2020, the tiered approach introduced that autumn, and the
emergence of the Omicron variant in December 2021. My role was {o lead the department, account
for its actions and provide support to my senior colleagues with direct responsibility for cur various

official duties, including the preparation of economic analysis.

| can explain in general terms how HMT went about analysis, and how the nature of the analysis
and the model underpinning it developed as we gained more experience and more evidence.
Those directly responsible for the analysis and preparation of advice would be able to provide a

more detailed description of the process.

The preparation of analysis at this time was a very difficult task, given the huge uncertainties and
the unprecedented nature of the measures taken. Economic analysis, modelling and forecasting
seeks to describe the impact on a set of economic variables of changes to other variables and
does so by studying the previous relationships between those variables, usually with extensive
previous data sets. During the pandemic we were trying to estimate the impact of very significant
interventions (such as the lockdown in the spring of 2020 or the tiered system of restrictions in the
autumn) with no previous experience or data to serve as a guide. Since the source of the economic
shock was a public health crisis driven by the development of a virus there were other major
challenges: such as the difficulty of predicting how people would change their behaviour in
response to changes in the prevalence of the virus, and changes in the restrictions taken to deal
with it; the effectiveness of those restrictions, and the degree of compliance with them; the
emergence of new variants; and uncertainty over the timetable for the availability of vaccines, the
likely efficacy of those vaccines, and the impact of vaccine availability on individual behaviour,

voluntary social distancing, and hence on economic activity.

In these circumstances any economic analysis was subject to major uncertainty and wide margins
of error. We addressed this as far as possible. Treasury ministers and officials had continuous
engagement with the CMO, GCSA and other public health officials, including through attendance at

SAGE and other formal groups, and this gave the department access to all available information

12 of 2

INQO00657854_0012



and analysis as it developed. But this was a picture which was constantly changing, and at any
point in time there was a wide range of views as to what might happen next with the virus. Our

advice and analysis set out the inevitable uncertainties.

Despite these inevitable challenges, in my view HMT’s economic analysis was of good quality and
adequate to the task. It allowed the Chancellor to make well-informed judgements on the likely
impact of the various possible policy measures to try to contain the spread of the virus. Analysis
could not provide completely reliable estimates of the precise impact. It could however give a
sense of direction and likely magnitude, and it improved understanding of the interactions between
different measures and helped HMT and the Chancellor rank proposals in terms of their relative

economic impact (alongside their epidemiological impact).

HMT used a wide range of tools and data to carry out this analysis: we used conventional
economic models; we studied all the relevant data; we developed new sources of data (such as
debit and credit card spending to try to get a more immediate sense of changes in economic
activity, including detailed regional breakdowns); we looked at the experience of other countries,
where a range of different approaches were taken in response to the pandemic; and we refined our
modelling and analysis in light of experience. As time passed and more data became available, we
incorporated that new information into our analysis and modelling. We studied and developed ‘epi-
macro’ models, which attempted to model the whole system impact of NPIs, by bringing together
epidemiological and macroeconomic modelling, and recognising the dynamic feedback loops
between NPIs, their impact on the spread of the virus, and their impact on the economy. In
theoretical and conceptual terms this was a powerful approach, though its practical application was
significantly constrained by the huge uncertainties on both sides of the model (the ‘epi’ impact of
NPIs on the spread of the virus and the ‘macro’ impact on the economy) as well as the links
between them. The results of these models were volatile and highly sensitive to assumptions on
the effects of different policies, and so their value was more as a tool to improve understanding

than as a concrete guide to decision making.

In their work on the possible impact of NPls and other measures, HMT officials worked with many
other analysts engaged on similar relevant studies, for example economists elsewhere in
government, the Office for Budget Responsibility (“OBR”), the Bank of England (“BoE”), the Office
for National Statistics (“ONS”), academic economists, other external commentators and the GCSA,
CMO and their staff. Several institutions published analysis and commentary on the economic
impact of the pandemic as part of their regular communications, for example, the OBR and BoE
alongside their official forecasts, the ONS in regular statistical releases and HMT in documents
accompanying fiscal statements. The Cabinet Office published an ‘Analysis of the health,

economic and social effects of Covid-19 and the approach to tiering’, in November 2020, a
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document which incorporated HMT analysis. In line with normal practice, decisions on what

information or analysis HMT published were for the Chancellor.

The normal procedures applied to the sharing of documents, with other departments or more
widely: in particular, the Chancellor’s office was the main gateway for the sharing of information
with it ultimately being for the Chancellor to decide what documents were shared outside the
department. There were no doubt discussions on this at various stages between the Chancellor’s
office and the policy teams (in particular SPB, the HMT team which coordinated the department’s
work on the pandemic). To the best of my recollection, | was not involved in these discussions and

am not aware of any matters arising, or being brought to my attention.

To give the context for an explanation of the Treasury’s approach to economic analysis during the
pandemic — and the specific challenge of an economic shock driven by a public health crisis — it is
important to set out the institutional context. In 2010, the Government decided to transfer
responsibility for preparing official economic forecasts to the new OBR, which was subsequently
established in statute under the Budgetary Responsibility and National Audit Act 2011. As a result,
HMT does not now prepare economic forecasts although it retains a macroeconomic capacity with
which it provides policy advice to ministers, including for fiscal events, stylised projections to
analyse different policy options (such as alternative paths for fiscal policy); and analytical work on
particular policy themes or challenges. HMT also maintains and develops (jointly with the OBR) a
large-scale macroeconomic model, which the OBR uses for forecasting. This involves ensuring
that the model reflects any changes to the structure, composition and classification of the ONS
national accounts and other data sources, the re-estimation of the behavioural equations to take on
the latest data or theory, and other work to develop the overall coherence and consistency of the

model.

During the pandemic, HMT provided ministers with advice on the impact of Covid-19 on the
economy and the public finances bringing together the economic data published by the ONS,
forecasts and projections prepared by the OBR, the BoE and others, academic literature and real-

time information.

HMT also considered the NPIs in force or being considered; the extent of Gross Value Added
(“GVA”) accounted for by the sectors directly affected; the employment accounted for by those
sectors; regional variations in NPIs, and the resultant impacts on factors such as supply chains and
ability to travel to work; and the vulnerability of the labour market and firms, using the information
provided by the survey data. In doing so, HMT used a range of analytical tools to bring together
this information and to assess the interaction between the different factors. This analytical work

generated advice to ministers on the possible range of impacts, although inevitably those were
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subject to a high degree of uncertainty. It also informed the Government’s publication, ‘Analysis of
the health, economic and social effects of Covid-19 and the approach to tiering’, on 30 November
2020.

Any attempt to estimate the specific economic impacts of precise changes to individual restrictions
for a defined period of time is subject to very wide uncertainty. Many factors determined the short
and long-term economic impacts of the restrictions, including the path of the virus in the UK the
effectiveness of and degree of compliance with the restrictions; the proportion of the country under
certain restrictions, and how that proportion changed over time; the behaviour of consumers and
businesses in response to the virus and restrictions, including the overall change in consumption
and investment and businesses’ ability to adapt, displacement to other sectors, and how changed
activity in one sector affected another; the effectiveness of other measures, including community
testing and vaccines, which in turn depended on vaccine roli-out, take up and efficacy; and the
path of the virus globally, including the possible development of new strains, and the approach to
restrictions in other countries. Estimating the economic effects of changes in restrictions also
required knowledge of what would have happened to the path of the virus and the economy with
different restrictions, or no restrictions. As the evolution of the virus and the restrictions required to
mitigate changed over time, and given the complex interactions between the two, it was not
possible to know with any degree of confidence what would otherwise have happened. Any

assessment of a given change to restrictions was therefore unavoidably only partial in nature.

In November 2020, in their Economic and Fiscal Outlook, the OBR drew attention to the very high
degree of uncertainty attached to the projections in the scenarios they set out, noting that they
“‘make no attempt to assign probabilities to any particular outcome” and that “ultimately these are
Jjudgment-based scenarios.” Any forecaster at that time faced the same challenges. At the best of
times, and in the most stable economic conditions, macroeconomic analysis and forecasting is an
uncertain business. While epi-macro models provided valuable insight into how changes in one
variable can affect outcome elsewhere in a highly complex system, they relied critically on
assumptions on parameters - which, in the absence of previous experience or extensive data sets,
could only be assumptions. HMT studied the outputs of the academic literature on epi-macro
modelling very closely and benefitted from observer status at SAGE, and discussions with both
leading academics and the analytical network across government departments. While HMT
incorporated the insights into its analysis, it also needed to recognise that the results were

exceptionally uncertain and heavily driven by assumptions.

As a consequence, economic analysis during the pandemic was inherently very difficult and the
results were inevitably subject to great uncertainty. In that context, economic analysis could only

ever be a tool to inform understanding and judgement. In my view, HMT did a good job in
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producing the best analysis available to support decision-making on NPls. If at some point in the
future the government once again has to consider imposing NPIs or similar measures, the
experience of 2020-22 will mean that future analysts will have invaluable previous evidence and
data to guide their work, which was not available to us in the spring of 2020 due to the

unprecedented nature of the pandemic experienced.

Part H: Fraud and Error

In the early phase of the pandemic there was a very broad public consensus on the need for
immediate support to the economy at very large scale. There was a strong public policy rationale:
to prevent a potential wave of mass business failures and job losses. This was widely feared at the
time, given the near total lockdown of the economy, and a failure to act at speed would have had
severe consequences for the economy, the public finances, and the wellbeing of millions of people.
In taking difficult decisions on these unprecedented schemes, ministers had to balance the strong
public interest in providing immediate support against the inevitable fiscal and fraud risks in doing
s0. The role of the Treasury was to give them the best possible advice on which to make those

decisions.

Despite doing everything possible in the circumstances to protect the taxpayer, the government
always expected a higher-than-normal degree of fraud and error. This was inevitable when
launching schemes whose essence was to pay significant sums of money, as quickly as possible,
to millions of economic actors, both individuals and businesses. This risk was explicitly factored
into the decision-making at the time, where ministers had to judge the overall public interest in
providing support, while also considering the risks to the economy and the public finances of a
failure to act, or a delay in acting. Fraud prevention was at the heart of the policy design process
during the pandemic, taking expert advice and designing the policy, systems and processes to
minimise the risk of fraud. My recollection (as of September 2022, when | left the Treasury) is that

the actual incidence of fraud and error was in almost every case within the original estimate.

The primary responsibility for tackling fraud is with departments, in line with the principles in MPM.
HMT and Cabinet Office have an important role to play in establishing guidance, setting standards,

monitoring performance and providing expertise.

The challenges around fraud and error in individual schemes is something HMT has reflected on.
In future crises there may be a similar tension between delivering support quickly and building in
more protections. Better data held on government systems could reduce that trade off in future. In
schemes like CJRS, SEISS, loan guarantees and grants, additional protections against fraud were

able to be embedded after the introduction of the schemes, as the pandemic progressed.
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Part I: Long Covid

In relation to Long Covid, in the early weeks of the pandemic there was not, and could not have
been, established knowledge of the long-term impact of the virus, and what form that might take.
HMT Ministers were clear from the outset that Covid-19 was a health crisis in which medical advice
and guidance would be key. Throughout the pandemic HMT relied on the advice of health experts
for information on the path of the virus and its impacts, including long-term impact. The scientific
advice was that protection from viral infection in the first place represented the only effective
means of protection against Long Covid. This was a core focus of HM Treasury’s work during the
pandemic, as it collaborated with other departments on the effective implementation of NPIs, Test

and Trace and the vaccine rollout, which sought to lower the rate of infection in the population.

As the UK’s economics and finance ministry, HMT’s primary interest in the health implications of
the virus was in relation to the economic impacts, while other departments, including DHSC,
focused on the public health analysis. HMT worked closely with DHSC from the beginning of the
pandemic and paid close attention to emerging evidence on Long Covid. As more came to be
known and understood about the longer-term impact, Long Covid was increasingly of interest to
HMT in terms of the risks it posed to the labour market and economic scarring as part of the
longer-term economic impacts of the pandemic. Consequently, HMT officials engaged with other
departments across Whitehall on these issues, including assisting with preparations for the DHSC
Long COVID Oversight Board.
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Part J: Communications

During the pandemic my role was to run the department. HMT was actively and constantly involved
in discussions with No 10 and others on the government response. This work was led by the senior
officials with responsibility for each policy area and was not something that typically engaged me
personally. My work was largely internal to HMT. Although most of my communications with HMT
colleagues were face-to-face, by screen or by email, | did use SMS and (occasionally) WhatsApp

to communicate with my colleagues.

These messages were invariably informal and typically either conversational or logistical in nature
(for example arranging a time to speak or checking if somebody was attending a particular
meeting). To the best of my recollection these messages did not include any substantive
discussion, for example related to policy analysis or decision-making. | was not a member of any
WhatsApp groups where discussions took place on Government decision-making on the Covid-19
response or relevant to the Covid-19 response. The only minister who ever contacted me by SMS
or WhatsApp was the Chancellor. To the best of my memory that would have been two or three
times over this whole period, and in each case a logistical message to arrange a time to speak. |
did not use any personal device to conduct any government business in relation to the economic
response or any other matter. All emails received by me or sent by me will have been stored by the
Treasury in line with their records management policy. Since | have left the department | no longer
have access to these emails. | did not use any personal email account for government business

during the pandemic.

| did not keep a diary (or any other physical or electronic record) during the pandemic.

Part K: Lessons Learned

In what follows, | restrict myself to my area of responsibility, in particular the quality of advice
provided by HMT and its ability to function effectively as a department despite the challenging

circumstances.

In my view HMT did a good job in difficult circumstances. Like many other organisations we quickly
developed working procedures which allowed the department to continue to operate effectively
while people worked remotely during the lockdown, and we quickly reallocated staff and
reprioritised work to focus on the key issues. The economic analysis provided to ministers was of
good quality. For the reasons discussed above, the results were inevitably approximate and
subject to wide margins of uncertainty, but experience over time showed that the judgements

underpinning the analysis were sound. There will always be scope for debate, especially in
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hindsight, about particular policy decisions, but to the best of my recollection the Treasury did a
good job in providing advice setting out the key uncertainties and considerations for the ministers

who had to make those policy decisions.

The Treasury’s culture and ways of working supported an effective response. People were highly
motivated, worked hard and were very committed to doing their best for the government and the
country; they were flexible, and able to adapt quickly to the new circumstances and requirements;
there was a strong sense of team-work; collaboration across the department was powerful; and the
department quickly established a very good working relationship with the new Chancellor, who was
satisfied that we were working effectively under his direction and to his requirements, and that we

were responsive {o his needs and his requests.

Following the Boardman review in December 2020, HM Treasury produced internal guidance,
Spending Control in a Crisis, based on learning from the decisions and actions taken regarding
spending controls in response to the Covid pandemic [TS/9/04/INQ000399234]. This included
reflections on the need to provide targeted support to AOs in a crisis with guidance on taking
difficult spending decisions and the role of MPM in that, and that Ministerial Directions are not a
barrier to action, but a way to draw attention to the fact that the usual spending framework
requirements are not able to be met in the circumstances. The guidance also noted that Ministerial
Directions do not absolve AO of responsibilities under MPM; mitigations to risks are still necessary
and, where possible, steps should be taken to bring the policy back into line with the spending

framework.

In preparing for a future pandemic or other major civil contingency, HMT will need to ensure that its
knowledge managements systems allow it to retrieve very quickly the extensive analytical material
prepared in 2020-22. This will be invaluable in the event that the department needs to advise on
anything similar in the future. The Cabinet Office should ensure that its emergency response
structures are robust to the pressure they will be subject to. My sense was that the civil
contingencies secretariat had good and robust plans for dealing with an emergency within the
familiar parameters of previous experience; but that an unprecedented and all-encompassing crisis
at national level, which required the constant personal attention of the Prime Minister and the

Cabinet, posed a challenge on an entirely different scale.
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Statement of Truth

| believe that the facts stated in this witness statement are true. | understand that proceedings may

be brought against anyone who makes, or causes to be made, a false statement in a document

verified by a statement of truth without an honest belief of its truth.

PD

Signed:

Dated: 15 October 2025
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