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Summary

The fiscal situation remains 
very challenging. In the 
2013 Spending Review the 
Government has little room to 
manoeuvre as it seeks to deliver 
another £11billion or so of real 
spending cuts without incurring 
significant pain on unprotected 
departmental areas (given the 
ring-fencing of health, schools 
and aid). And with significant 
further spending restraint 
planned over the period to 
2017/18, the pressure will not 
diminish going into the next 
Parliament.

Shifting the balance from 
capital to current cuts

Our analysis shows that the focus 
of spending cuts is now switching 
from capital spending (including 
infrastructure) to current departmental 
spending, with the pace of these cuts due 
to pick up from 2015/16 onwards.

In total, real DEL1 spending is set to be 
cut by around 2.8% in 2015/16. But for 
departments outside the ring-fence that 
have not yet settled2 this still leaves them 
facing a real squeeze of around 5% in 
their budgets for 2015/16, or around 
£8.5 billion relative to constant real 
2014/15 levels. There is clearly still a lot 
of pain to come in this Spending Review.

Moreover, current plans seem to imply 
even faster real cuts in departmental 
spending in the two years beyond 
2015/16, with implied real cuts in DEL 
of 3.5%-4% per annum in 2016/17 
and 2017/18. The scale of this further 
squeeze could be moderated if taxes rise 
and/or welfare benefits are cut back 
further after the next general election 
(as almost all incoming governments 
have done in the UK for the past twenty 
years). But it is clear that significant 
further doses of austerity will now 
extend well into the next Parliament.

1  Departmental Expenditure Limits.
2  Ministry of Justice, Department for Communities and 

Local Government, Treasury, Cabinet Office, Northern 
Ireland, Foreign Office and Department of Energy and 
Climate Change. Six other departments, including the 
Home Office, were announced to have settled just 
before this report went to print, but detailed budget 
figures were not provided, so we have not been able to 
include them in this analysis.

3



4

The outlook for jobs

The UK labour market is recovering 
but there are marked disparities across 
regions, age groups and sectors. Total 
public and private sector employment 
has risen by around 900,000 since Q1 
2010 when the spending cuts began. 
Nevertheless, this overall picture masks 
some very different trends:

•  London has been the key regional 
driver of employment growth.

•  A greater number of older people 
continued to work, while young 
people have struggled to enter the 
labour market. 

•  The growth in total employment has 
been driven by temporary and part-
time workers, whose numbers have 
increased proportionately faster than 
those of full-time workers and which 
may not be the ‘good jobs’ needed for 
those who feel under-employed.

•  As a result of the spending cuts, public 
sector employment has decreased by 
around 400,000 over the past three 
years (after adjusting for transfers 
between sectors). This decrease in 
employment has mainly been felt in 
the local government and civil service 
areas, with much smaller net cuts in 
the NHS and education. 

Over the five years to 2017/18, public 
sector employment is projected by the 
OBR to shrink by a further 877,000, but 
increases in private sector employment 
should more than offset the decline. 

We estimate a net gain in total UK 
employment by 2017/18 of just over 
850,000 in our main scenario, which 
should be consistent with a slight 
downward trend in the unemployment 
rate. All regions should see some net 
job gains, but the largest proportional 
rises would be in London and the East 
of England with the smallest net gains 
projected in Wales, Northern Ireland 
and the North West. Many of the private 
sector job gains may be part-time or 
temporary employment, however, and 
could be at lower pay and benefit levels 
than the public sector jobs lost.

The views of the public

Against the context of worries about 
the health of the UK (and international) 
economy, our latest survey indicates 
a continuing downbeat mood among 
the general public3. Our survey also 
shows that the majority of the UK public 
still supports the Citizens’ Criteria for 
guiding spending cuts, generated by our 
Citizens’ Jury at the time of the 2010 
Spending Review. These include very 
strong support for focusing on taking 
personal responsibility, protecting 
frontline services and avoiding making 
short term savings at the expense of 
our future, as well as making the small 
savings in addition to the big ones.

3  Our own view at PwC is more cautiously optimistic 
about a gradual economic recovery over the next 
few years.
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Two challenges stand out from the results:

•  Ring-fencing spending: there is 
particular support for exempting 
from further cuts the areas of health 
(67% of respondents agreed), 
pensioner benefits (59%) and schools 
(54%), which will make it much 
harder for any future government 
to argue the case for taking off the 
ring-fence. And yet, although NHS 
spending is ring-fenced, social 
care spending by local authorities 
is not protected and has suffered 
significant real cuts since 2010/11 
due to the more general squeeze on 
local authority budgets. This may 
be putting further pressure on acute 
care where funding is protected e.g. 
hospital accident and emergency 
departments, at a time when there 
is less money for community care in 
local authority budgets.

•  Communications deficit: respondents 
are most positive about their 
knowledge of the reasons for 
the nation’s deficit, with 23% 
believing they have ‘excellent’ or 
‘good’ knowledge, but even this is 
outnumbered by those rating their 
knowledge as ‘poor’ or ‘very poor’ 
(32%). This is a challenge not only for 
2013 Spending Review (SR13) but 
also for the next government as cuts 
and/or tax rises continue into the next 
Parliament. The public also wants 
more effective communications on 
the deficit; indeed a majority (57%) 
continue to want to be involved in 
government decision making in some 
way on this issue. 

Agenda for action

The Coalition faces even harder choices 
today than in 2010. The ‘quick wins’ 
to reduce spend have largely been 
achieved. Indeed, the days of shaving 
the ‘5%s’ off budget lines to achieve 
target cuts are over. The drive is for 
more radical options and a real focus on 
prioritisation and doing more for less.

There are some important areas where 
change has started and needs to be 
accelerated and dramatic action taken 
including:

•  Managing demand, including the use 
of digital technology.

•  Developing new business models 
to transform delivery of outcomes, 
while recognising that innovation 
necessarily involves greater risk 
taking and the possibility of failure. 

•  Balancing an internal focus on 
efficiency and effectiveness with an 
external focus on good growth. 

Particularly in tough times, public sector 
leaders must set the tone from the top 
and rethink how government delivers 
on its purpose, with a focus on the 
outcomes that society wants and needs. 
This challenges public bodies to decide 
if they want to consume the legacy left 
behind by their predecessors or create a 
new legacy for the next generation.
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The state of the public finances

This section outlines the 
fiscal background to the 2013 
Spending Review. We first look 
at how projections for public 
borrowing and debt have changed 
since the Coalition government 
first announced its austerity 
programme in June 2010. We then 
consider how far these fiscal plans 
have changed in the light of the less 
favourable than expected economic 
environment since 2010.

Changes to public 
borrowing and debt 
stock projections since 
June 2010

Figure 1 below shows that the 
Government’s borrowing projections 
were broadly on track in 2010/11 and 
2011/12. However, public borrowing 
(after adjusting for special factors4) 
remained around £120 billion in 
2012/13, rather than declining to 
around £90 billion as originally forecast 
by the Office of Budget Responsibility 
(OBR) at the time of the June 2010 
Budget. This primarily reflected nominal 
GDP growth being lower than the OBR 
had originally projected, leading to lower 
than expected tax revenues. 

4 The Royal Mail pension fund transfer and APF 
transfers of gilt coupon income from the Bank of England. Source: OBR
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By 2015/16, the OBR projects that 
public borrowing will still be around 
£90 billion, compared to its June 2010 
projection that borrowing would be £20 
billion in that year. Even after two more 
years of austerity, public borrowing is 
still projected to be around £40 billion  
in 2017/18.

Deterioration is 
structural, not just 
cyclical

If this borrowing overshoot was a purely 
cyclical phenomenon, which would 
eventually correct itself as the economy 
recovers, then it would be of less 
concern. However, the OBR estimates 
that a significant proportion of this 
deterioration in the public finances is 
structural. This means that the level of 
GDP – and so the level of tax revenues 
– will remain permanently lower than 
originally projected back in June 2010. 

This is reflected in the latest OBR 
projections for the cyclically-adjusted 
current budget deficit (excluding net 
capital investment), which is the key 
measure targeted in the Government’s fiscal 
mandate. Originally, as Figure 2 shows, 
this ‘structural deficit’ was projected to be 
eliminated by 2014/15, but this date has 
now been pushed back to 2016-17, with a 
clear structural budget surplus only being 
restored in 2017/18.

Higher projections of annual borrowing 
also imply a significantly higher 
accumulated public debt stock. As 
Figure 3 shows, this is now projected 
to peak at around 85% of GDP in 
2016/17, rather than around 70% 
of GDP in 2013/14 in the June 2010 

Source: OBR

Source: OBR
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OBR projections. The Government’s 
original target was to get the public 
sector net debt to GDP ratio back on 
a downward path by no later than 
2015/16, but this has been abandoned 
now as unachievable. This was a sensible 
pragmatic response to a weaker than 
expected economy, but was clearly an 
important factor behind two of the three 
main credit rating agencies edging the 
UK’s sovereign debt rating down from 
AAA to AA+ earlier this year5.

This higher public debt ratio and slightly 
lower UK credit rating has not, however, 
yet had any obvious adverse effects in 
terms of higher gilt yields: at the time of 
writing, these remain close to historic 
lows at around 2% for 10 year gilts. UK 
government bonds are still seen as a 
relatively safe asset, although there may 
be some market concerns about future 
erosion of bond returns if inflation is 
allowed to remain persistently above its 
2% target rate, as it has been for most of 
the past five years. 

As and when monetary policy is moved 
back to more normal settings later 
this decade, with base rates rising 
and Bank of England gilt purchases 
under Quantitative Easing (QE) being 
gradually unwound, it seems likely that 
gilt yields will eventually return to more 
normal levels of, say, 4-5 % by the early 
2020s. This will significantly increase 
debt service costs if the UK’s public 
debt to GDP ratio is not brought under 
control, which helps to explain the 
Government’s continued commitment 
to austerity.

Government fiscal 
plans remain largely 
unchanged despite 
borrowing overshoot

In order to get borrowing under 
control and meet the fiscal mandate as 
shown in Figure 2, the Government is 
now planning (as of Budget 2013) a 
cumulative fiscal tightening, building up 
to around £173 billion by 2017/18  
(see Figure 4).

As the chart shows, the tax rises that 
were part of this plan were largely put in 
place at the start of the programme, most 
importantly the VAT rise to 20% from 
January 2011 (which accounts on its own 
for around half of the total planned net 
tax rises). Since 2011, there have been 

many additional tax changes, but the 
net effect of these has been small. This 
was also the case in Budget 2013, which 
involved relatively modest net giveaways 
in 2014/15 (of around £3 billion per 
annum) that are planned to be clawed 
back in 2016/17 and 2017/18, so leaving 
the overall budget close to fiscally neutral 
over the five year period. 

By front-loading the giveaways, however, 
the Chancellor did offer some modest 
support to the economy in the short 
term (equivalent to around 0.2% of 
GDP in 2014/15 if the new ‘Help to Buy’ 
mortgage support scheme is included in 
the calculations). But the Government 
has not made any radical shift of 
direction to a ‘Plan B’ involving a much 
larger short term fiscal stimulus.

5  Moody’s made this downgrade in February and 
Fitch in April. S&P, however, reaffirmed its AAA 
rating for the UK in April.
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The fact that the Government has broadly 
stuck to its original fiscal plans for this 
Parliament, despite weaker than expected 
growth and higher borrowing, is made 
clear in Figure 5. We can see from this 
that the cumulative fiscal tightening by 
2015/16 is almost identical in the latest 
plans set out in Budget 2013 to those 
originally announced in June 2010. 

There have been some minor variations 
in the pace of fiscal tightening by 
year. There has been an overshoot in 
the fiscal squeeze in 2012/13, due to 
many departments under spending 
their budgets, with the Efficiency 
and Reform Group driving hard for 
stronger budgetary control. This has 
been followed by a somewhat slower 
pace of fiscal consolidation this year 

and next, but the end point in 2015/16 
is essentially the same. The only 
material difference is that the latest 
plans envisage two additional years of 
austerity through further real spending 
cuts in 2016/17 and 2017/18.

In effect, the Chancellor has allowed the 
automatic fiscal stabilisers to operate 
fully to offset the cyclical element in the 
borrowing overshoot shown in Figure 1, 
while dealing with the structural 
element of the borrowing overshoot  
(as shown in Figure 2) by extending the 
austerity programme for two extra 
years. But he has not attempted to rein 
in the overshoot earlier than that, 
through additional fiscal tightening, in 
the short term because that could have 
further weakened economic growth. 

This would have been self-defeating  
in terms of getting the public finances  
in order. 

Assessing whether the Chancellor’s 
fiscal strategy has been appropriate is 
a complex and controversial topic that 
would take us beyond the scope of this 
report. For practical purposes, the key 
point is that the fiscal situation remains 
very challenging and that significant 
further spending restraint is therefore 
planned over the period to 2017/18. 
We explore these spending implications 
further in the next section.
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Options for the 2013 Spending 
Review and beyond

In this section, we begin by 
outlining and commenting 
on the Government’s overall 
spending plans for the period to 
2017/18, highlighting the early 
emphasis on capital spending cuts 
(including infrastructure) and 
the increasing switch to cuts in 
current departmental spending in 
2015/16 and beyond. 

We then focus on the likely scale of 
the squeeze on departmental budgets 
in 2015/16 (the year covered by this 
Spending Review) after allowing for 
the protection of health, schools and 
overseas aid. We also take account of 
the Chancellor’s announcements to 
date on spending settlements for some 
departments.

Overall strategy on 
spending: squeeze DEL 
and try to control AME

Total public spending (which is referred 
to in official documents as Total 
Managed Expenditure or ‘TME’) can be 
divided into two components:

•  Departmental Expenditure Limits 
(DEL), covering the resource costs 
of administering departments and 
procuring goods and services ; and

•  Annually Managed Expenditure 
(AME), of which the largest element is 
social security benefits and tax credits, 
with other significant items being self-
financed local authority spending and 
debt interest.

As Figure 6 shows, the Government’s 
plan (based on figures published by the 
OBR alongside the March 2013 Budget) 
is to cut total spending (TME) from 
46.5% of GDP in 2010/11 to just 40.5% 
of GDP in 2017/18.
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Within this total, however, DEL is 
projected to be cut progressively from 
25% of GDP in 2010/11 to 18% of GDP 
in 2017/18, while AME actually rises 
slightly from 21.5% of GDP in 2010/11 
to 22.5% of GDP in 2017/18. This latter 
trend reflects significant increases in 
debt interest costs and steady rises in 
state benefits for the elderly, which have 
been sheltered from the welfare cuts 
announced so far. 

For the last two years of this projection 
period beyond 2015/16, it is possible 
the Government will try to bear down 
more on AME to lessen the pressure on 
departmental spending. However, this 
will be a matter for whichever party wins 
the next general election in 2015. 

For the 2015/16 Spending Review, it 
seems from comments by the Chancellor, 
at the time the early settlements were 
announced, that there will no further 
material cuts in welfare benefits over and 
above those already announced6. We can 
therefore estimate the amount left over 
for departments (i.e. DEL) in 2015/16 
with reasonable confidence, based on 
the TME and AME projections in the 
Budget documents.

6  For instance, FT, May 16, 2013 ‘Osborne set to get 
tough on ministers over spending round’.
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On current spending, social security 
benefits (defined in Table 1 to include tax 
credits) are projected to rise steadily in 
real terms throughout the period, despite 
the cuts to some working age benefits 
already announced. As noted previously, 
this reflects the fact that elderly benefits, 
which now account for around half of all 
such benefits, have been protected from 
real cuts to date and this will continue 
until at least 2015/169. 

A shift in focus 
from cutting capital 
spending to reducing 
current spending

As well as the division between DEL 
and AME discussed above, we can make 
approximate divisions of these two 
items into current spending (excluding 
depreciation) and capital spending i.e. 
gross capital investment. In Table 1 we 
summarise how the plans divide up in 
this way for the four years of the 2010 
Spending Review period to 2014/15 and 
the subsequent 3 years to 2017/187. 

The Government’s plans imply a sharp 
5.5% per annum real8 cut in gross capital 
investment in the current four year period 
to 2014/15. Capital spending is being cut 
a little faster than this for departments 
(5.9% per annum), and somewhat slower 
for capital spending within AME (e.g. 
spending by public corporations like the 
Post Office). Over the next three years, 
the real cuts in capital spending slow 
down significantly, although government 
departments still face real cuts of around 
1.9% per annum in their capital budgets 
for the period to 2017/18. So it is not the 
case that capital spending is picking up, 
just falling less fast.

The 2013 Budget, for example, 
announced only that public sector net 
investment would be held constant in 
cash terms from 2015/16 onwards, 
rather than being £3 billion lower 
in cash terms, as previous plans had 
implied. There is no big surge in 
public sector investment, including 
infrastructure spending, planned at 
any point up to 2017/18.

7  This is based on OBR analysis using national 
accounting definitions, which do not exactly match 
the definitions that the Treasury uses for DEL and 
AME. However, the differences are not material in 
terms of the broad trends shown and this is the only 
form in which we have detailed figures analysed in 
this way beyond 2014/15. In Table 1 we therefore 
refer to ‘TME in DEL’ and ‘TME in AME’ rather than 
simply to DEL and AME – but the differences 
between the two definitions are not great. 

8  Throughout this report we follow the normal 
Treasury convention of defining real spending 
changes with reference to the GDP deflator, which 
is a whole economy measure of price inflation  
(as compared to CPI or RPI, which focus on 
household spending only). We assume that the GDP 
deflator evolves in line with OBR projections from 

their March 2013 Economic and Fiscal Outlook. For 
the key year of 2015/16, their forecast is that the 
GDP deflator will rise by 1.8%, slightly higher than 
their 2.1% CPI inflation forecast for that year. These 
assumptions could be debated, but they make it 
much simpler to compare our estimates of real 
spending changes with those published by the OBR 
and the Treasury. If inflation does turn out to be 
higher than the OBR projects, however, this would 
imply large real spending cuts.

9  And perhaps beyond, given that the view of the 
majority of the public – as reflected in our new 
survey discussed later in this report – seems to be 
that protection of elderly benefits remain an 
appropriate policy.

Spending category
% of  

2010/11 
TME spending

4 years to 
2014/15  

(% pa real)

3 years to 
2017/18  

(% pa real)

7 years to 
2017/18  

(% pa real)

Current DEL 47.4 -2.6 -3.6 -3.0

Capital DEL 6.3 -5.9 -1.9 -4.2

TME in DEL 53.8 -2.9 -3.4 -3.1

Social benefits 28.2 0.6 0.9 0.8

Other current AME 15.8 6.0 5.1 5.7

Capital AME 2.2 -1.3 2.7 -1.3

TME in AME 46.2 2.4 2.7 2.5

Total current 91.5 0.1 -0.1 0.0

Total capital (gross) 8.5 -5.5 -0.6 -3.4

Total spend (TME) 100 -0.4 -0.2 -0.3

Table 1: Early cuts focused on capital spending, with current DEL to be cut faster later

Source: PwC analysis of OBR data (March 2013)
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Other current AME has risen even faster, 
due in particular to higher debt interest 
costs as the public debt stock has increased 
much more rapidly than originally 
anticipated (as Figure 3 shows). 

The focus of current spending cuts 
has therefore been on government 
departments, with the pace of these 
real cuts set to increase between the two 
periods shown in Table 1. The year-by-
year profile of total real DEL spending is 
more varied, however, as Figure 7 shows.

The Government made a quick start in 
cutting DEL in 2011/12 and 2012/13, 
with capital spending cuts leading the 
way. In the current year and next year, 
however, the pace of real DEL cuts slows 
markedly before picking up again to 
2.8% in 2015/16, the focus of the 2013 
Spending Review. The implied real cuts 
in DEL then increase further to 3.5%-4% 
per annum in 2016/17 and 2017/18, 
although in practice these plans will not 
be firmed up until after the next general 
election (due in May 2015) and so 
should only be considered illustrative. 

In particular, real DEL cuts in those two 
years may need to be less severe to the 
extent that the next government chooses:

•  either to increase taxes in those 
years (as almost all incoming 
governments have done in the UK for 
the past twenty years10);

•  and/or to make larger than currently 
planned cuts in social security benefits 
and other controllable items of AME 
in those two years.

Some action on one or both of these 
fronts seems quite likely in 2016/17 and 
2017/18, but appears to have been ruled 
out for 2015/16. We can therefore be 

10  See analysis in the IFS Green Budget, February 
2013. This suggests that, at today’s values, the 
average post-election tax rise since 1992 has been 
around £7.5 billion.

reasonably confident that the real cut in 
DEL in that year will be around 2.8%, 
although the precise figure will not be 
known until 26 June.

Unprotected 
departments to suffer 
much larger real cuts  
in 2015/16

We also know that spending on the 
NHS, schools and overseas aid will be 
protected from real cuts in 2015/16, 
with the latter rising in line with nominal 

GDP . As discussed later in this report, 
the protection given to the NHS and 
schools remains popular with the public 
according to our latest survey on this 
topic. Since these two items account 
together for around 43% of total DEL 
spending in 2014/15, this inevitably 
squeezes other departments. 

Protection for overseas aid spending is 
less popular according to our survey, 
but since this accounts for only around 
3% of total DEL spending, removing this 
protection would make little difference 
to the scale of the squeeze faced by other 
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departments. Given the long-standing 
cross-party commitment in the UK to 
achieving the UN’s target that overseas 
aid should be at least 0.7% of GDP 
(which the UK has just reached and is 
now promising to maintain at that level), 
it seems unlikely that this policy will be 
changed. In practical terms, however, 
this element of the departmental ‘ring-
fencing’ policy is not the key one – the 
real issue is for schools and, in particular, 
the NHS. 

The wider debate on health and social 
care is worth noting here. In contrast 
to NHS spending (Box 1), social care 
spending by local authorities is not 
protected and indeed has suffered 
significant real cuts since 2010/11 due 
to the more general squeeze on local 
authority budgets. This may be putting 
further pressure on acute care where 
funding is protected e.g. hospital 
accident and emergency departments, 
at a time when there is less money 
for community care in local authority 
budgets. 

The scale of the financial challenge 
facing the NHS over the coming decade 
is enormous. In the short term, the NHS 
has been challenged to make Quality, 
Innovation, Productivity and Prevention 
(QIPP) savings of £20 billion by 2015, 
while experiencing a real terms freeze in 
expenditure over the current spending 
review period. It is thought that a 
similar amount in savings – around 
4% a year – is likely to be needed over 
the subsequent four years from 201512, 

placing services under increased 
pressure while public and quality 
expectations continue to rise. 

In terms of the longer term outlook, 
the Nuffield Trust have estimated 
the scale of the potential financial 
challenge facing the NHS to 2021/2213, 
demonstrating the financial situation 
that the service will inherit in 2023  
(see Figure 8). 

Box 1: The financial challenge for the NHS@7511 

Due to growing demand and the increased costs of providing health care, it is estimated that the 
pressures facing the NHS are projected to grow at approximately 4% every year until 2021/22. The 
Nuffield Trust’s analysis shows that unless unprecedented productivity gains are made across the system, 
NHS funding in England will need to increase in real terms after the current spending review period to 
escape service cuts or reductions in quality over this period.

11  www.pwc.co.uk/nhs75
12  Ham C, A Dixon, B Brooke, 2012, ‘Transforming the 

delivery of Health and Social Care’, The King’s 
Fund, p.1.

13  Roberts A, L Marshall and A Charlesworth, 2012,  
‘A decade of Austerity? The Funding Pressures 
Facing the NHS from 2010/11 to 2021/22,  
The Nuffield Trust. 

14  Including Defence, which seems likely to receive 
only partial protection from real cuts as regards 
military equipment.

Given that the focus should be on the 
outcome – an individual’s wellbeing 
– this very different treatment of NHS 
and social care spending, based on 
departmental boundaries, does not seem 
consistent. Nevertheless it is unlikely to 
be changed in this Spending Review.  
It will, however, remain a pressing issue 
for future governments.

For unprotected departments14 the 
implication, as Table 2 shows, is that 
they face real cuts in 2015/16 of around 
5.3% (or 3.6% in cash terms). We 
estimate that this is equivalent to a cut 
of around £11 billion in that year 
relative to keeping spending constant  
in real terms at 2014/15 levels. 

Figure 8: The NHS funding gap

£87bn
2010-11 PCT 

budget

£121bn
2020/21 
budget 
with 4% 
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2020/21 
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£34bn
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15  See for example: www.bbc.co.uk/news/
uk-politics-22684993

16  One possible explanation is that the Treasury is 
assuming a small real increase in the NHS budget in 
2015/16, whereas we have assumed no real 
change. If so, this would imply slightly larger real 
cuts for unprotected departments on the Treasury 
assumptions as compared to our assumptions.

17  Six other departments, including the Home Office, 
were announced to have settled just before this 
report went to print, but detailed budget figures 
were not provided, so we have not been able to 
include them in this analysis. 

18  PwC, 2013, ‘The Local State We’re In’.

Since 2010 councils have shown 
remarkable innovation and conviction 
in successfully making the sorts of 
savings and efficiency gains that 
would once have been thought nigh 
impossible. But the flip side is that 
this very success is potentially storing 
up serious problems for the future.

Our research – The Local State We’re In18 
– finds that virtually all local authority 
Chief Executives believe they will be able 
to achieve their planned savings targets 
for 2013 /14, which is good news. But 
almost all of the Chief Executives (96%) 
and Leaders (88%) surveyed agree that 
the 2013 Spending Review will result 
in further significant pressures for their 
council and for a longer period of time.

While a year ago a notable majority 
thought they would largely be able to 
protect frontline services, now barely 
half feel confident this will be the case – 
the trend is clearly sharply downwards. 
As efficiency decisions become harder, 
frontline areas previously out of bounds 
are all up for debate – in practice, that 
means everything, including social care 
and children’s services.

The problem is that local government has 
been so successful at making back office, 
administrative and support functions 
more efficient that, for most people,  
the majority of cuts have been invisible. 
Our research reveals that almost half of 
the public say they are as yet unaware or 
unaffected by local government cuts.  
But, of those who are, the majority are 
deeply unhappy about it.

The danger therefore is that as councils 
pursue a policy of ‘managed withdrawal’, 
and cuts progressively become more 
visible, we will see a widening disconnect 
between community and council. People 
will increasingly lose confidence and trust 
in their councils and become less inclined 
to tolerate, say, higher council tax, so 
creating a vicious circle.

Looking forward to 2015 /16, there is still 
more that could be done when it comes to 
internal efficiency; local government has 
not completed this journey by any means. 
But an equally pressing challenge will be 
how to keep local communities onside 
when the even bigger, painful decisions 
need to be made.

Box 2: The Local State We’re In

The Chancellor in recent interviews15 has 
quoted a slightly higher figure for target 
savings in unprotected departments of 
around £11.5 billion. The reason for this 
slight difference from our £11 billion 
estimate is not clear16, but in any event 
is not material – we can summarise by 
saying that real cuts for unprotected 
departments are likely to be around 
5-6% in 2015/16.

The Chancellor also announced on  
29 May 2013 that settlements had been 
reached for seven departmental budgets 
yielding net real cuts of around £2.5 
billion17. We do not yet have the detailed 
figures for these departments. But a 
rough calculation as shown in the final 
row of Table 2 indicates that this still 
leaves other unprotected departments 
(see Box 2) facing real cuts of around 
5% in 2015/16, or around £8.5 billion 
on our estimates relative to unchanged 
real spending at 2014/15 levels.

So the settlements for the departments 
that have settled to date do not 
materially alter the estimated scale of 
the squeeze on the other unprotected 
departments, bearing in mind the seven 
who settled so far only account for 
around 9% of planned DEL in 2014/15. 
The announcement was therefore a 
sign of progress, but there are clearly 
some big battles left to be fought before 
the Spending Review settlement is 
concluded.

% change from 2014/15 Change in £ billion

Cash terms Real terms Cash terms Real terms

Total DEL -1.1% -2.8% -3.9 -10.6

Unprotected excluding health, 
schools and overseas aid -3.6% -5.3% -7.2 -11.0

Unprotected except 7 departments 
that already settled* -3.3% -5.0% -5.5 -8.5

Table 2: Estimated DEL spending in 2015/16: unprotected departments face £11bn real cuts17

* Justice, Communities, Treasury, Cabinet Office, Northern Ireland, Foreign Office and DECC

Source: PwC analysis of HMT and OBR data with overseas aid rising with GDP and other protected areas inline with prices
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Summary

Our analysis in this section has shown 
how the focus of spending cuts is 
now switching from capital spending 
(including infrastructure) to current 
departmental spending, with the pace  
of these cuts due to pick up from 
2015/16 onwards.

In total, real DEL spending is set to be 
cut by around 2.8% in 2015/16. But for 
unprotected departments that have not 
yet settled this still leaves them facing 
a real squeeze of around 5% in their 
budgets for 2015/16, or around £8.5 
billion relative to constant real 2014/15 
levels. There is still a lot of pain to come 
in this Spending Review.

Moreover, current plans seem to imply 
even faster real cuts in departmental 
spending in the two years beyond 
2015/16. The scale of this further 
squeeze on departments could be 
moderated if taxes rise and/or welfare 
benefits are cut back further after the 
next general election. But, in any event, 
it is clear that significant further doses of 
austerity will now extend well into the 
next Parliament.
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The state of the labour market

The public spending cuts 
discussed in the previous section 
have important implications for 
the jobs market, with the key 
issue being how far the private 
sector can make up for job losses 
in the public sector. This section 
addresses this issue by looking in 
detail at trends over the past three 
years in public and private sector 
UK employment at both national 
and regional level. It also provides 
further analysis of changes 
in employment figures across 
industry sectors and age groups. 

We then go on to outline three 
alternative future scenarios to the latest 
OBR forecast for private and public 
sector employment trends. These look at 
how the jobs market might evolve at both 
UK and regional level over the remainder 
of the planned period of austerity to 
2017/18, encompassing the effects of 
the current Spending Review.

Total UK employment 
trends

Compared to the recession years of 2008  
and 2009, when the labour market saw 
a net loss of 685,000 jobs, the past three 
years have been markedly different. 
Since Q1 2010 the private sector has 
created over 1.3 million new jobs, 
more than offsetting the loss of around 
400,000 public sector jobs during the 
same period (see Figure 9). 

19  For consistency over time, public sector figures 
include English further education colleges and sixth 
form college corporations that were reclassified to 
the private sector from June 2012. Private sector 
figures include financial sector corporations such as 
RBS and Lloyds that the Government partially owns 
and are officially classified as in the public sector, 
but are intended to return to the private sector in 
the future.

Q1 2008 – Q4 2009

Public Private Total

2.8%

-6.6%

-3.6% -2.3%

5.6%

Source: ONS Labour Force Survey

3.2%

Q1 2010 – Q4 2012

1,500

1,000

500

0

-500

-1,000

Figure 9: Trends in public19 and private sector employment during and since the recession (000s and  
% changes)
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It is also worth pointing out that the 
growth in total employment has been 
driven by temporary and part-time 
workers. These types of jobs have 
increased proportionately faster  
than those for full-time workers  
(see Table 3) and may not be the  
‘good jobs’ needed for those who  
feel under-employed as a result.

Major sectoral and 
regional differences 

The upturn in the labour market has 
not been uniform across industry 
sectors. Private sector services such as, 
the information and communications 
sector have experienced the greatest 
increases in employment, while public 
administration and construction have 
shed most jobs (see Figure 10). This 
reflects ongoing public sector cuts 
that have focused particularly on 
local government, while the NHS and 
education have been relatively more 
protected (as discussed in the previous 
section). 

Regionally, in comparison to Q1 2010, 
total employment increased everywhere 
except in the East Midlands. The 
strongest growth has been in London, 
Yorkshire and Humberside and the 
East of England, while other English 
regions have tended to lag behind the 
UK average. In the devolved territories, 
employment growth in Scotland and 
Wales outperformed the UK average, 
but was slower in Northern Ireland 
where the public sector is particularly 
prominent (see Figure 11). The small 
decline in the East Midlands is surprising 
and not consistent with the region’s 
relatively strong employment growth 
over longer time periods.

Full-time Part-time Temporary

Change in ’000s 594 307 142

% change 2.8% 4.0% 9.6%

Table 3: Change in employment Q1 2010 – Q1 2013 by type of worker

Source: ONS Labour Force Survey

Source: ONS Labour Force Survey 

Source: ONS Labour Force Survey 
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Information & communication
Administrative & support service activities

Wholesale & retail trade
Professional scientific & technical activities

Social work activities
Accommodation & food service activities

Transport & storage
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Financial & insurance activities
Manufacturing

Water supply, sewerage, waste
Arts, entertainment & recreation

Mining & quarrying
Education

Electricity, gas, steam & air conditioning supply
Other service activities

Agriculture, forestry & fishing
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Public administration

Figure 10: Change in employment by industry since the recession (Q1 2010 – Q1 2013, 000s)
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Figure 11: % Change in total employment (Q1 2010 – Q1 2013)
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Youth employment 
down, while older 
workers keep going 

The recovery in the labour market over 
the past three years has been marked by 
contrasting developments at both ends of 
the age spectrum. While the total number 
of workers has increased mainly due to 
more 25-64 years old being employed, 
over 60,000 fewer 16-24 year olds were 
employed in Q1 2013 as compared to 
Q1 2010. Proportionately, the greatest 
decrease in youth employment has been 
in Northern Ireland20 and the North East  
(see Figure 12). 

On the other hand, workers over 65 
years old experienced the highest 
proportionate increase (25.7%) in 
employment over this period, with 
around 200,000 more becoming 
employed. These numbers are consistent 
with the wider trend of older workers 
staying in the workforce for longer. This 
may be, in part, due to the disappointing 
level of private sector pensions recently, 
as a result of the financial crisis and 
consequently very low annuity rates.

Broadly the same trend is evident 
for both men and women but with 
one notable distinction. Growth in 
employment of 50-64 year old women 
has significantly outpaced that of men 
over the past three years. This may 
partly be due to the steady increase in 
the state pension age for women from 
60 in 2010 to equality with men at 66 
from 2020. The greater rate of increase 
for older female workers is consistent 
across all UK regions, with the exception 
of the South East (see Figure 13). 
Northern Ireland does much better here, 
in stark contrast to its relatively poor 
performance on youth employment.

Source: ONS Labour Force Survey 

Source: ONS Labour Force Survey 
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Figure 12: % Change in employment of 16 – 24 years old (Q1 2010 – Q1 2013)

Figure 13: % Change in employment of 50-64 years old with gender split (Q1 2010 – Q1 2013)

Women

Men

20  This may be linked to the lack of new public sector 
and construction jobs for young workers in 
Northern Ireland as these two sectors have been 
particularly badly hit in recent years. However, 
splitting Northern Ireland data down by age group 
also implies relatively small sample sizes, so the 
precise figures shown could be subject to relatively 
large statistical margins of error.
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Trends in regional public 
sector employment

The number of public sector jobs has 
fallen at varying rates across different 
regions since Q1 2010, as illustrated 
in Figure 15. The South East and 
London have experienced the smallest 
percentage falls, while the South West 
and North East suffered the largest 
percentage losses in public sector jobs. 

Within the public sector, public 
administration has seen the greatest 
number of job losses over the past 
three years, while other health and 
social work (not including the NHS) 
experienced the greatest proportional 
loss in its employment numbers 
(see Figure 14). Despite a degree of 
protection from the cuts, education and 
the NHS have lost 13,000 and 43,000 
jobs respectively since Q1 2010.

Public sector 
employment trends

Turning to the public sector, in Q1 2013 
there were around 410,000 (or 6.6%) 
fewer people employed than at the start 
of 2010, after adjusting for the 
reclassification of English further 
education colleges and sixth form 
colleges21. This sharp decline has mainly 
been due to local government as councils 
have responded to spending cuts and 
reduced the number of employees by 
around 370,000. Central government 
employment is little changed from Q1 
2010 after adjusting for reclassifications, 
while there have been around 46,000 
jobs losses in public corporations when 
financial sector corporations such as RBS 
and Lloyds are excluded22.

21  English further education colleges and sixth form 
college corporations were reclassified from the 
central and local government figures, respectively, 
to private sector employment from June 2012. In 
2012 there were approximately 150,000 English 
further education college employees and 46,000 
sixth form college employees. 

22  Financial sector corporations such as RBS and Lloyds 
were added to the public corporations count 
following the Government acquiring partial 
ownership in 2008.

23  The education sector does not include the 
reclassification of English further education colleges 
and sixth form college corporations that were 
reclassified into private sector employment from June 
2012. Other public sector excludes financial sector 
corporations such as RBS and Lloyds that were added 
to the public sector corporation count following the 
Government’s partial ownership since 2008. 

Source: ONS Labour Force Survey 

Source: ONS Labour Force Survey 
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Figure 14: Numbers of public sector jobs lost (000s) and % change in employment, by sector (Q1 2010 –  
Q1 2013)23
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Compared to our previous analysis of 
the 2010 Spending Review and the 
subsequent impact of spending cuts in 
the first year of the programme24, public 
sector job cuts in devolved territories have 
now picked up. Both Northern Ireland 
and Scotland have a relatively high 
portion of public sector employment and, 
therefore, the cuts have been particularly 
damaging to these regions (as well as to 
the North East of England).

Public and private 
sector employment 
projections

In its March 2013 Economic and Fiscal 
Outlook, the OBR forecasts public 
sector employment to contract in total 
by around 15% over the five years to 
2017/18 (-3.2% pa), while private sector 
employment was projected to grow by 
7.4% (1.4% pa) over the same period 
(see Table 4).

In developing our own projections, we 
have accepted the OBR’s projections 
for UK public sector employment and 
allocated these by region, based on current 
employment patterns. However, there 
is greater uncertainty around the OBR’s 
private sector employment forecasts 
because they depend on a much wider 
range of future economic developments, 
rather than just the public sector spending 
and employment plans. We have therefore 
constructed three alternative scenarios 
based on historic trends over differing 
periods (see Figure 16). 

24  PwC, October 2011, ‘Spending Review One Year On’ 

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
% change 
per annum

Total employment 29.6 29.8 29.9 30.1 30.4 30.6 0.7%

General government 
employment 5.3 5.1 4.9 4.8 4.7 4.5 -3.2%

Private sector 
employment 24.3 24.7 25.0 25.3 25.7 26.1 1.4%

Source: OBR Economic and Fiscal Outlook March 2013, ONS Labour Force Survey. 

Source: OBR Economic and Fiscal Outlook March 2013, PwC scenarios

Table 4: OBR employment projections
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Figure 16: Total UK employment scenarios for 2012-2013 to 2017-2018 (millions) 
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In our ‘High’ scenario we take the 
average annual growth rate of 2% in 
private sector job numbers since Q1 
2010 and extrapolate it over the OBR’s 
forecast period. Under this assumption 
there would be an additional 700,000 
private sector jobs created by 2017/18 
compared to the OBR’s forecast. 

Our ‘Low’ scenario, by contrast, is 
based on the longer term historic trend 
from 1999 to 2012, over which period 
private sector employment growth has 
averaged around 0.8% per annum.  
This would imply around 800,000 
less private sector jobs than the OBR’s 
forecasts by 2017/18. 

Our ‘Central’ scenario is based on 
the mid-point of the ‘High’ and ‘Low’ 
scenarios. This blend of short and long 
term trends produces more plausible 
results. It implies only a slightly lower 
number of private sector jobs created 
compared to the OBR’s forecasts. 
Overall, private sector employment is 
around 1.7 million higher by 2017/18, 
although more of these may be lower 
paid part-time and temporary jobs than 
the full-time public sector jobs that will 
be lost over this period.

If we take these three scenarios as a 
guide to a potential range of the total 
employment growth, we can expect 
this to average around 0.1% to 1% per 
annum over the next 5 years, with a 
central estimate of around 0.6% per 
annum. The latter is slightly below 
the OBR’s 0.7% forecast employment 
growth rate, but should be consistent 
with a slight downward trend in the 
unemployment rate, given that 0.6% per 
annum employment growth would be 
slightly faster than projected working 
age population growth of around 

highest proportionate change in total 
employment of around 6% cumulatively 
over the next five years. There is then 
quite a big gap to the East of England, 
which we project to have the second 
fastest employment growth rate of 
around 3.8% (see Table 5). 

At the other end of the spectrum, we 
project that total employment will 
increase the least in Wales, Northern 
Ireland and the North West. But all 
regions see sufficient increases in private 
sector employment to offset the cuts in 
public sector jobs. So all see net gains 
in total employment although, as noted 
above, this may involve more part-time or 
temporary jobs, rather than necessarily 
implying net increases in full-time 
equivalent employment in all regions.

0.5% per annum over this same period 
(from ONS forecasts as used by the 
OBR). However, it should be noted that 
many of the jobs created in the private 
sector could be lower paid part-time or 
temporary jobs, rather than the full-time 
jobs lost in the public sector.

We use this central scenario to look 
at the implications for regional 
employment in Table 5 below. 

Regional employment 
scenarios

When projecting developments in the 
labour market on a regional level using 
our central scenario, London seems 
likely to lead the recovery with the 

25  Private sector employment includes public 
corporations workers that are excluded from the 
general government employment forecast

Public Private25 Total Total (% change)

London -112 375 263 6.0%

East of England -68 170 101 3.8%

East Midlands -58 133 75 3.6%

South West -74 147 72 2.8%

West Midlands -74 135 61 2.5%

Scotland -85 146 61 2.5%

North East -40 67 27 2.4%

Yorkshire and The Humber -78 127 50 2.0%

South East -103 179 76 1.9%

North West -101 158 56 1.8%

Northern Ireland -33 42 9 1.2%

Wales -50 61 12 0.9%

United Kingdom -877 1740 864 2.9%

Source: OBR Economic and Fiscal Outlook March 2013, ONS Labour Force Survey. 

Table 5: UK and regional employment projections in PwC central scenario (change in total employment 
in ‘000s between 2012-13 and 2017-18)
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Summary

The labour market has recovered relatively 
strongly after the recession of 2008 /09, 
creating around 900,000 net additional 
jobs since Q1 2010 when the spending cuts 
began. Nevertheless, this overall picture 
masks some very different trends across 
regions, sectors and age groups:

•  London has been the key regional 
driver of employment growth.

•  A greater number of older people 
continued to work, while young 
people have struggled to enter the 
labour market.

•  A growth in total employment has 
been driven by temporary and part-
time workers whose numbers have 
increased proportionately faster than 
those of full-time workers and which 
may not be the ‘good jobs’ needed for 
those who feel under-employed.

•  As a result of the spending cuts, 
public sector employment decreased 
by around 400,000 in the past three 
years (after adjusting for transfers 
between sectors). This decrease in 
employment has mainly been felt in 
the local government and civil service 
areas, with much smaller net cuts in 
the NHS and education. 

Over the five years to 2017/18, public 
sector employment is projected by the 
OBR to shrink by a further 877,000, but 
increases in private sector employment 
should more than offset the decline. 
We estimate a net gain in total UK 
employment by 2017/18 of just over 
850,000 in our main scenario (Table 5), 
which should be consistent with a slight 
downward trend in the unemployment 
rate. All regions should see some net 
job gains, but the largest proportional 
rises would be in London and the East 
of England with the smallest net gains 
projected in Wales, Northern Ireland and 
the North West.
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The mood of the public

In this section, we consider the 
public’s views. We begin by 
revisiting the criteria developed 
by our Citizens’ Jury in 2010 
before going on to discuss the 
findings of our new survey of the 
public on these criteria and the 
key challenges arising for the 
Coalition.

Dealing with the deficit 
– the citizen view

In 2010, PwC engaged in deliberative 
research to complement the 
Government’s consultation activities as 
part of our response to the Coalition’s 
Spending Review26. Working with 
BritainThinks and the Institute for 
Government, we convened our original 
‘Citizens’ Jury’ over three and a half days 
in July 201027 (see Box 3).

26  PwC, 2010, ‘Dealing with the deficit: the citizens’ view’.
27  PwC, 2011, ‘Spending Review: One Year On’.
28  HM Government, July 2011, ‘Open Public Services’.

We first convened the Citizens’ Jury 
in July 2010 as part of our response 
to the Spending Review 2010 
consultation. We wanted to help 
inform the Coalition’s thinking by 
providing insight into the public’s 
attitudes and views on the deficit, 
and to understand what is important 
to citizens when selecting where and 
how to make cuts in public spending. 

We brought the Jury back after the 
Chancellor’s announcement in 
November 2010 to explore their 
views on the decisions Government 
had made and how well those 
decisions met the criteria they had 
developed.

In September 2011 we reconvened 
our Citizens’ Jury – a group of 16 
people who had taken part in the 
two previous Juries – to discuss the 
Coalition Government’s first year in 
dealing with the deficit, and to look 
at issues surrounding the Open 
Public Services White Paper28.

Box 3: The Citizens’ Jury
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Growth

Give us a long term future

a.  Don’t make short term savings at the 
expense of our long term future.

  i. Invest in high quality education, 
science and technology.

  ii. Support Britain’s long term 
prospects for having strong and 
respected industries e.g. developing 
green technologies.

Invest to save – make short term 
investment for longer term 
savings

a.  Invest in prevention /intervention 
e.g. tackle alcohol abuse.

b.  Help people into jobs. 

Fairness

Share the pain

a.  Be fair and share the pain among 
people from all walks of life.

  i. Delay payment of state pension  
to 67.

  ii. More means testing, e.g. Child 
Benefit, Winter Fuel Allowance,  
Bus Passes for over 60s.

b.  Consider contributions to the cost  
of services e.g. ‘hotel services’ at 
hospitals.

c.  Reform public sector pay and 
pensions.

  i. Freeze pay.

  ii. Bring pensions in line with  
private sector.

d.  Tighter controls over immigration.

Postpone ‘nice-to-haves’ – focus  
on the ‘must-haves’ until the 
economy is in a better state

a.  High speed rail link can wait.

b.  Cancel the next Census. 

Reform

Encourage people to take 
personal responsibility

a.  Recognise those who work hard and 
those who have contributed to society. 

  i. It must always pay to be in work.

  ii. Maintain state pension.

Make administrative savings

a.  Protect frontline jobs and services by 
standardising and streamlining.

b.  Reduce middle management and 
bureaucracy.

c.  Share administration across several 
councils/schools etc.

d.  Emergency services share control 
rooms, admin etc.

e.  Use technology to reduce costs and 
improve services.

Be prepared to start again –  
don’t just amend what we have

a.  Take a clean sheet approach e.g. 
benefits.

b.  Look at new ways of doing things 
involving private and voluntary 
sectors.

c.  Be ‘ruthless’ about tackling under 
performance.

d.  Unemployed people should ‘volunteer’ 
to ‘earn’ their money and develop 
skills and experience.

Box 4: The Citizens’ Criteria 

Our aim was to generate insight into the 
choices and trade-offs the public would 
make when cutting public sector spending. 
Through this process, our Citizens’ Jury 
developed a set of criteria for government 
to consider when making their decisions 
on the whole package of public spending 
cuts (see Box 4), which was presented 

to Rt. Hon. Danny Alexander MP, Chief 
Secretary to the Treasury.

Following the Citizens’ Jury we asked  
a number of questions in a public 
opinion survey to assess how typical 
the Jury were in their initial attitudes 
to the deficit and, crucially, to assess 

the level of support for the criteria 
recommended to the Government by 
the Citizens’ Jury. This reinforced the 
public’s lack of real understanding of the 
challenge the UK faced and the approach 
for dealing with the deficit. But it also 
strongly endorsed the Citizens’ Criteria 
for dealing with the deficit.
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Heading towards another Spending 
Review, three years on, we were keen 
to understand whether the public had 
changed its views, and if so how. We 
therefore set out below the key findings 
from our most recent survey29, compared 
where appropriate, with the 2010 
results. We start with the mood of the 
nation before turning to the Citizens’ 
Criteria and the challenges arising 
from the survey results. More detailed 
findings are set out in Annex 1. 

Mood of the nation

The long and bumpy road out of 
recession is mirrored in the responses 
from the respondents to our survey on 
the economy. A net balance of 25% of 
our survey respondents believe that the 
UK economy has got worse rather than 
better over the last 12 months. This is 
gloomier when compared with a net 
balance of 7% in 2010, before the impact 
of the spending cuts. 

Looking ahead, the public’s view 
improves, with a smaller net balance of 
10% of respondents in our new survey 
expecting the economy will get worse 
over the next 12 months, while over a 
third (36%) believe the economy will 
stay about the same. 

These views are more pessimistic than 
PwC’s main scenario, which sees a 
gradual (if bumpy) recovery in the UK 
economy over the next few years – as 
reflected in the employment scenarios 
discussed in the previous section of 
this report. There are also variations in 
views, with men, Londoners and those 
on above average incomes tending to be 
relatively more optimistic.

The words used to express the mood of 
the nation have also changed little in 
the intervening three years. In 2010, the 
mood was one of anxiety and uncertainty. 
Now, the main feelings are ones of 
depression, anger and worry (Figure 17).

Figure 17: Mood of the nation

29  Polling by Opinium from 20-22 May, covering a 
nationally representative sample of 2,000 UK adults 
over the age of 18. 



27

The public’s views on the economy are 
also downbeat30. Only 6% of our 
respondents rate the health of the UK 
economy as ‘excellent’ (1%) or ‘good’ 
(5%), while 54% rate it as ‘poor’ or ‘very 
poor’. The UK is also regarded as less 
healthy than many of our closest, large 
competitor economies, with only 
Germany drawing particularly  
positive opinions followed by the USA 
(Figure 18). Others such as Greece, 
Italy, Ireland and Spain are considered 
to be less healthy.

Citizens’ Criteria still 
resonate 

Against these views on the economic 
background, we asked the public about 
the continuing relevance of the Citizens’ 
Criteria. Our new survey shows that the 
Citizens’ Criteria are still supported by 
the UK public, with very little change 
in support for almost all of these points 
(see Figure 19). 

Of particular note, there continues to 
be very strong support for focusing on 
taking personal responsibility, protecting 
frontline services and avoiding making 
short term savings at the expense of our 
future in addition to making the small 
savings as well as the big ones.

30  More so in fact than our main scenario at PwC, 
which envisages a gradual (if bumpy) recovery in 
the UK economy over the next few years.
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Challenges for the 
Coalition

In the light of continuing support for the 
Citizens’ Criteria, and looking ahead to 
SR13, we discuss below two challenges 
which stand out from the results of our 
new survey:

•  Communications.

• Ring-fencing spending.

A communications 
deficit?

Only a fifth (20%) of our survey 
respondents agree that ‘The Coalition 
has done a good job on cutting the deficit 
so far’, compared to almost half (48%) 
who disagreed. But to what extent does 
the public have the information at its 
disposal to make such an assessment? 

When we originally surveyed the public 
in 2010, we found mixed views on the 
respondents’ own knowledge about 
the deficit and the cuts required. This 
continues to be an issue (Figure 20). 
For instance, respondents are most 
positive about their knowledge of the 
reasons for the nation’s deficit, with 23% 
believing they have ‘excellent’ or ‘good’ 
knowledge, but even this is outnumbered 
by those rating their knowledge as ‘poor’ 
or ‘very poor’ (32%). 

Of concern, there seems to have been a 
drop in those who rate their knowledge 
as ‘excellent’ or ‘good’ on the extent and 
reasons for the deficit. Could it be that 
the Coalition has assumed ‘job done’ 
on the communications front and has 
not kept its focus or invested enough in 
preparing the public for further austerity 
into the next Parliament? 

Our detailed results show that there 
has been a rise in those who agree that 
‘There is no need for further spending 
cuts beyond those already outlined by 
the Coalition Government’ (from 28% in 
2010 to 37% today) with a slight fall in 
those agreeing that ‘It is important that the 
deficit is reduced over the next five years’ 
(from 69% three years’ ago to 65% today).

Indeed, there is a sense from our survey 
that the public is not facing up to the 
hard choices needed to really get the 
deficit down given that:

•  Most (53%, and up from 45% three 
years’ ago) believe that ‘If we cut out 
all the ‘waste’ in government this will 
be enough to deal with the deficit.’

•  There has been a slight drop (from 
77% in 2010 to 70% now) in those 
respondents who agreed that ‘We 
need to find new ways of delivering 
public services to make them more 
efficient.’

•  There is a reluctance to consider 
raising taxes – either income tax 
(19% of those surveyed agreed) or 
VAT (6%) – to reduce the deficit.

And there is also resistance to cuts in the 
big ring-fenced spending areas – health 
and schools and elderly benefits – to 
which we turn later.

Figure 20: Knowing about the cuts
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Our original Jury deliberations expressed 
dissatisfaction with government 
communications. The Jurors all agreed 
that being informed about the nature and 
the scale of the deficit had helped them to 
feel slightly more optimistic or confident 
than their less well-informed friends and 
family through the Jury process. This 
had helped them to accept cuts more 
willingly – understanding the problem 
did help – and they did recognise that 
some real changes are beginning to 
happen. However, they doubted that the 
message had really got through to the 
wider UK population.

Three years on and our survey suggests 
that respondents still generally do not 
believe that they get enough 
information from the Government but 
believe that the Government has a 
responsibility to tell them how the 
country is doing and that it is important 
for them to know (Figure 21). A State 
of the Nation address, one of the 
original recommendations of our Jury, 
received support. And a majority (57%) 
continue to want to be involved in 
government decision making in some 
way on this issue.

The survey therefore reinforced the need 
to consider new, more engaging forms of 
communication including a regular State 
of the Nation address. It also reinforced 
the real opportunity of involving ‘people 
like me’ in helping the Government 
to make decisions. A more effective 
communications strategy that explains 
the situation and outlines the approach 
that government is taking could also help 
to tackle the current mood of the nation.

Ring-fenced or boxed in?

In the run up to SR13, one of the key 
debates has been around the decision 
to continue the ring-fencing of health, 
schools and international aid. Indeed, 
in non-ring-fenced departments, the 
Coalition has argued that financial 
pressure can drive innovation and 
better outcomes. 

As the Chief Secretary to the Treasury 
has said: “This should be seen as an 
opportunity as well as a challenge…  
you can use the process to drive some 
really good changes in the way the 
public sector works.”31 This is similarly 
the case in other economies such as 
Canada which did not ring-fence when 
facing up to major cuts. For instance, 
in Canada, the Liberal Government 
went back to basics and asked the 
fundamental question: ‘What is 
government really for?’

Given that the three ring-fenced 
departments account for almost half 
(46%) of public spending, it seems 
to rational analysis unclear and 
inconsistent to rule out cuts in these 
areas, while squeezing the pips of those 
departments not ring-fenced. But what 
does the public think? 

At an aggregate level, there seems 
to have been a switch in view on the 
Citizens’ Criteria that ‘No areas should 
be exempt from cuts’. In 2010, the public 
was marginally in favour of this view 
with 41% agreeing compared to 36% 
against. Now, only 28% agree that no 
areas should be exempt.

This suggests that the Coalition has 
persuaded the public on ring-fencing. 
But in doing so has the Coalition 
boxed itself in, giving it little room 
for manoeuvre on this issue, even if it 
wanted to do so? 

31  The Times, 24 April, 2013, ‘Move fast and break things 
… Treasury fights back against culture of caution’.

Figure 21: Communicating with the public
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The results of our poll also suggest some 
differences of view across the main ring-
fenced areas32, which we discuss further 
below (Table 6). The fact that there is 
support for continuing to protect the 
big areas of health and schools as well 
as pensioner benefits means that the 
Government probably has limited room 
for change here, at least until after the 
next election.

It should be noted, however, that there 
are differences of view among the public 
on ring-fencing: women tend to be 
more opposed to removing ring-fences, 
whereas the young are less in favour of 
such exemptions.

Health

The public clearly is persuaded that the 
NHS should be exempt from further cuts, 
with two thirds (67%) agreeing in our 
survey, an increase of 9% from our poll 
in 2010. 

In fact the NHS did not escape all forms 
of cuts. Following the 2010 Spending 
Review, the NHS was challenged to make 
£20 billion of efficiencies by 2015, and is 
experiencing a near real terms freeze in 
expenditure over the current spending 
review period at a time when demand 
(driven by an ageing population and new 
medical technologies) is increasing.

Indeed, although the NHS budget is 
ring-fenced, social care spending by 
local authorities is not protected and 
has suffered significant real cuts since 
2010/11 due to the more general 
squeeze on local authority budgets. 
This may be putting further pressure on 
acute care where funding is protected 
e.g. hospital accident and emergency 
departments, at a time when there is 
less money for community care in local 
authority budgets.

Schools

Again, the public seems to have been 
convinced that schools should be exempt 
from the cuts, with a majority (54%) 
agreeing. Although with less support 
than the NHS, the public supports the 
ring-fence on schools.

Nevertheless, others disagree. For 
instance, the think tank Reform has 
recently argued that the Coalition 

should abolish the ring-fence around 
the schools budget in the SR1333. 
Reform argues that: ‘Given the 
extremely high increases in school 
spending in recent years, an 18% 
reduction would be a reasonable 
ambition for school spending in the 
2015 Parliament.’

Reform’s research finds no correlation at 
all between spending and outcomes and 
argues that the ring-fence ‘is preventing 
schools from thinking hard about how 
best to use their budgets...[and] requires 
greater cuts in other public services that 
benefit schools. That includes spending 
by councils on early intervention into 
troubled families and school readiness.’ 
However, it should be noted that there will 
also be pressure from the need for more 
school places, increasing demand. The 
point is not necessarily that school budgets 
should be cut, but rather that this area 
should be opened up to debate as with 
other non-ring-fenced public services.

32  This is similar to the views recently obtained by 
IPSOS MORI, which found support for protection 
from cuts for health and schools but not for aid; 
from a presentation by Ben Page to the NICE 
Conference, 13 May 2013.

33  Reform Ideas No.5, 2013, ‘Must do better: 
Spending on schools’.

% who agree % who disagree

2013 2010 2013 2010

The NHS should be exempt  
from government cuts 67% 58% 12% 24%

International aid should be exempt from 
government cuts 15% 15% 60% 60%

Schools should be exempt  
from government cuts 54% n/a 18% n/a

Pensioners benefits should be exempt 
from government cuts 59% n/a 18% n/a

Table 6: Views on ring-fencing

Statement asked...
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Overseas aid

The most clear cut view of the public 
comes on aid. Although relatively 
small, the budget for International 
Development has continued to grow 
while other priority areas have seen real 
term freezes or cuts.

The public view now is the same as 
three years ago: in both cases only 15% 
support the ring-fence with the majority 
(60%) disagreeing.

Controlling the 
uncontrollable? 

The public is also in favour of exempting 
the elderly from the cuts. This takes us 
into the wider area of welfare spending. 
In the Budget, the Coalition set out the 
ambition to control AME.

This is a notoriously difficult area, given 
that it is demand driven and based 
on rules about eligibility for benefits 
that are politically difficult to change, 
particularly on pensions, which accounts 
for half of expenditure on social security 
benefits.

Nevertheless, there has been debate on 
the possibility of withdrawing benefit 
and public service entitlements which 
are available for the better off members 
of society so that public funds can be 
focused on the more needy. Our survey 
findings suggest that this will be a 
challenging task.

Conclusions

Against the context of worries about 
the health of the UK (and international) 
economy, our survey shows that the UK 
public still supports the Citizens’ Criteria 
for guiding spending cuts. 

Two challenges stand out from the 
results:

•  Ring-fencing spending: there is 
particular support for health and 
schools, which will make it much 
harder for any future government to 
argue the case for taking off the ring-
fence.

•  Communications: the public wants 
more effective communications on the 
deficit, and indeed involvement in the 
decisions being made by government 
on its behalf. A drop in those who 
rate their knowledge as ‘excellent’ or 
‘good’ on the extent and reasons for 
the deficit indicates a challenge not 
only for SR13 but also for the next 
government as cuts and/or tax rises 
continue into the next Parliament.
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Conclusions

Uncertainty and austerity 
will continue to be the 
watchwords for public 
bodies into the next 
Parliament. Affordable 
government is the order of 
the day, while at the same 
time fostering the 
conditions for a return to 
‘good growth’, particularly 
good jobs and income. 

The Coalition faces even harder choices 
today than in 2010. The ‘quick wins’ 
to reduce spend have largely been 
achieved. Indeed, the days of shaving 
the ‘5%s’ off budget lines to achieve 
target cuts are over. The drive is for 
more radical options and a real focus on 
prioritisation and doing more for less.

There is no single, obvious and easy 
solution to accelerating deficit reduction 
without de-railing the nascent economic 
recovery, as shown at a recent seminar 
we held on this subject that showed the 
diversity of views on this topic (see Box 5). 

But there are some important areas 
where change has started and needs to 
be accelerated and dramatic action taken 
including:

•	 	Managing	demand,	including	the	use	
of digital technology.

•	 	Developing	new	business	models	
to transform delivery of outcomes, 
while recognising that innovation 
necessarily involves greater risk-
taking and the possibility of failure. 

•	 	Balancing	an	internal	focus	on	
efficiency and effectiveness with an 
external focus on good growth. 
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On May 20 a distinguished panel34 met 
to discuss the next Spending Review 
and the opportunities to ‘Rethink 
Government’. 

The views expressed were many and 
varied, but the following broad themes 
emerged from the discussion:

•	 	Restructuring	and	reform	of	the	
public sector is a long term challenge 
and not just one to be embraced 
when the deficit is too high.

•	 	Ring-fencing	large	areas	of	public	
spending like heath, schools and 
pensions is a major obstacle to public 
sector reform and risks arbitrary and 
unsustainable cuts elsewhere in the 
public sector.

•	 	Stopping	spend	entirely	in	certain	
areas may be a better long term 
solution than salami slicing small 
amounts of spend from a large 
number of departments.

•	 	Supply	side	reform	is	needed,	with	
different delivery models needed 
to achieve outcomes and drive up 
productivity.

•	 	Behaviour	change	is	also	essential	
which encourages less dependence, 
and more personal responsibility in 
delivering outcomes.

•	 	As	such,	communications	with,	and	
involvement of, the public is critical 
to make the scale of cuts required. 

•	 	Given	an	increasing	distance	
between national politicians and the 
public, there is potentially a more 
important role for the leaders in our 
cities and local communities.

Box 5: Restructuring and reform in the public sector

Particularly in tough times, public 
sector leaders must set the tone 
from the top, act as role models for 
their organisations and rethink how 
government delivers on its purpose35, 
motivating staff through inspirational 

34  The Panel, chaired by Dr Andrew Sentance, Senior 
Economic Adviser, PwC comprised: Mark 
Littlewood, Director-General of the Institute of 
Economic Affairs; Rachel Lomax, former 
Permanent Secretary in a number of government 
departments, including DfT, DWP and the Welsh 
office, and a former Deputy Governor of the Bank of 
England; Rt Hon Peter Riddell, Director of the 
Institute for Government, and Matthew Taylor, 
Chief Executive of the RSA and a former adviser to 
Prime Minister Tony Blair.

35  See PwC, 2013, ‘The Future of Government: 
Tomorrow’s Leading Public Body’. 

leadership, a clear and energising vision 
to deliver the organisation’s political 
imperative and a focus on the outcomes 
that society wants and needs.
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Annex: Detailed findings 
of the public poll

Introduction

In July 2010 BritainThinks 
convened a Citizens’ Jury 
involving a broadly representative 
group of 24 members of the 
public to consider ‘Dealing with 
the Deficit’. The Jurors met 
for three and a half days, were 
informed by a range of experts, 
engaged in lively discussions with 
people representing different 
interests and deliberated in small 
groups and plenary sessions. 

Based on these deliberations, on the final 
day Jurors made recommendations to 
the Rt. Hon. Danny Alexander MP, Chief 
Secretary to the Treasury, on the criteria 
they believed should be used by the 
Coalition Government’s Star Chamber to 
make decisions to deal with the deficit.

Following the Jury we asked a 
representative sample of the general 
public how well informed they felt 
about the current economic situation 
and to what extent they agreed with the 
recommendations of the Citizens’ Jury. 

Method

On the basis of the original survey, we 
re-polled the public by asking 2,000 
individuals to complete an online 
questionnaire between 20 and 21 May, 
2013. 

This Annex sets out the results of the new 
poll, and compares where appropriate 
with the original 2010 findings36.

36  The original poll was undertaken by Yougov and 
covered Great Britain (excluding N Ireland); this 
year’s poll was undertaken by Opinium and covered 
the UK. 
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Attitudes towards the 
economy

The first set of questions related to 
perceptions of how the UK’s economy 
is performing over time and relative to 
other countries.

In 2010, the majority of people surveyed 
believed that the economy had not 
changed dramatically over the last 
12 months and would not change 
dramatically over the next year. 

In 2013, a net balance of 26% of our 
survey respondents believe that the 
UK economy has got worse rather than 
better over the last twelve months. 
This compared with a net balance of 
7% in 2010, before the impact of the 
spending cuts. 

Looking ahead, a net balance of 10% of 
respondents in our new survey expect 
the economy will get worse over the next 
12 months (compared to 4% in 2010), 
while over a third (36%) believe the 
economy will stay about the same.

On further analysis, our survey results 
revealed that men have both a relatively 
less pessimistic view of how the economy 
has changed over the last twelve months 
and a more balanced view of how the 
economy will change over the next 
twelve months.

Don’t know

Get a lot worse

Get a little worse

Stay about the same

Get a little better

Get a lot better

Don’t know

Get a lot worse

Get a little worse
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Figure A2: How will the UK economy changed over the next twelve months?

Figure A1: How has the UK economy changed over the last twelve months?
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Londoners took the most positive view 
of how the UK economy had changed 
over the last twelve months, with 26% 
stating it had got ‘a lot better’ or ‘a little 
better’. This was most starkly in contrast 
with responses of those in the devolved 
regions. Just 14% of those in Wales and 
13% of those in Scotland felt that the UK 
economy had improved over this period. 

Although net balances of respondents 
across every region thought that the 
UK economy had got worse over the 
last year, London stood out as having a 
net balance of just 12% of respondents 
who though things had worsened – 
considerably lower than the national 
net balance of 25%. At the other end 
of the spectrum, this view was held by 
a net balance of 43% of respondents in 
Scotland, 33% in the North West, and 
32% in Wales. 

When looking at views of the economy 
by respondents’ annual income, we 
found that those earning below the 
new net benefits cap of £26,000 took a 
more negative view of changes in the UK 
economy than those with higher income.

This divide by income level is also 
striking in results for views of the 
economy looking forward. Only 21% 
of those with annual incomes below 
£26,000 thought that the UK economy 
would improve over the next twelve 
months, while 36% of those with income 
above new net benefit threshold took 
that view. 
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Figure A3: View of the UK economy over the last twelve months by gender
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Health of the 
international economy

Comparing the health of the economy 
with international competitors, the 
public believed in 2010 that it was 
generally poor in comparison to other 
countries with the exception of Greece, 
Spain and Ireland, all of whom were 
thought to be in much worse health. 
Germany was considered to be the 
healthiest economy followed by the US 
and France. 

Three years on, only 6% of our 
respondents rate the health of the UK 
economy as ‘excellent’ (1%) or ‘good’ 
(5%) while 54% rate it as poor or very 
poor. Of views on the international 
economy, Germany continues to be 
viewed as the healthiest economy, 
followed by the USA.

Understanding the 
situation

We asked about perceived levels of 
knowledge and understanding of the 
current situation. When we originally 
surveyed the public in 2010, we found 
mixed views on the respondents’ own 
knowledge about the deficit and the 
cuts required. 

This mixed picture continues in this 
year’s survey. Respondents are most 
positive about their knowledge of the 
reasons for the nation’s deficit, with 
23% believing they have ‘excellent’ 
or ‘good’ knowledge. However, this is 
still outweighed by those rating their 
knowledge as ‘poor’ or ‘very poor’ 
(32%). There has also been a drop in the 
proportion of respondents who rate as 
‘excellent’ or ‘good’ their knowledge of 
the reasons and extent of the deficit.
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Figure A7: Knowing about the cuts

How would you rate your knowledge of the following areas?
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Figure A6: Health of the Economy

Q: How would you rate the health of the following economies? Note: Italy not included in the 2010 
survey.

2010 2013 2010 2013 2010 2013 2010 2013 2010 2013 2010 2013 2010 2013 2010 2013

UK Germany Italy France Greece USA Ireland Spain

  Excellent/good         Poor/very poor
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Ways to deal with the 
deficit

Our survey shows that there has been a 
rise in those who agree that ‘There is no 
need for further spending cuts beyond 
those already outlined by the Coalition 
Government’ (from 28% in 2010 to 37% 
today) with a slight fall in those agreeing 
that ‘It is important that the deficit is 
reduced over the next five years’ (from 
69% three years’ ago to 65% today).

•  Most (53%, and up from 45% three 
years’ ago) believe that ‘If we cut out 
all the ‘waste’ in government this will 
be enough to deal with the deficit’.

•  There has been a slight drop (from 
77% in 2010 to 70% now) in those 
respondents who agreed that ‘We 
need to find new ways of delivering 
public services to make them more 
efficient’.

•  There is a reluctance to consider 
raising taxes – either income tax  
(19% of those surveyed agreed) or 
VAT (6%) – to reduce the deficit.

Only a fifth (20%) of our survey 
respondents agree that ‘The Coalition 
has done a good job on cutting the deficit 
so far’, compared to almost half (48%) 
who disagreed.

Respondents believe deficit reduction 
is important but would like to spare 
the NHS, pensioners and schools from 
cutbacks although not international aid. 
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Figure A8: Dealing with the deficit (2013)
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Figure A9: The government should spend more on infrastructure (e.g. roads, rail, broadband, housing) 
despite the deficit
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When asked whether the NHS should 
be exempt from government cuts the 
majority of respondents (67%) agreed. 
However, by age respondents aged 18-34 
had the lowest rate of agreement with 
the current ring-fence (58%). Overall, 
more men (16%) disagreed with the 
ring-fence than women (8%). 

The ring-fencing of international aid 
proved to be unpopular overall, with 
a net balance of 45% of respondents 
disagreeing with it. Disagreement 
with this policy was lowest among the 
young – a net balance of 28% of 18-34 
year olds disagreed with the ring-fence 
– and highest among the old, with a 
net balance of 56% of those over 55 
disagreeing with the exemption. 

A greater proportion of women (59%) 
than men (49%) agreed that schools 
should be exempt from government cuts. 
When asked whether Defence should be 
exempt from government cuts, the split 
in opinion was most marked regionally 
– 58% of respondents in the North East 
agreed with a ring-fence, while just 33% 
of those in London hold the same view.

When the raising of income tax was 
proposed as a way of helping to reduce 
the deficit, opposition was greater among 
those with a higher annual income. 
Specifically, 56% of respondents with an 
income of more than £26,000 per year 
disagreed with the proposal of raising 
taxes, while these views were held by 
47% of those with a lower income.

The North of England was divided on 
the question of whether the Government 
was already doing enough to deal 
with the deficit, with a net balance of 
7% of respondents in the North East 
disagreeing with this statement, in 

contrast with a net balance of 27% in the 
North West. The latter was much closer 
to the overall national response – a net 
balance of 23% respondents disagreed 
with the view that the Government was 
already doing enough to deal with the 
deficit. 

A far greater proportion of respondents 
aged over 55 (73%) agreed with the 
statement that pensioners’ benefits 
should be exempt from government cuts 
than respondents aged 35-54 (53%) and 
18-34 (47%). 

The public also supports more spending 
on infrastructure, with half (50%) 
agreeing strongly or slightly. Among 
those who believe that the Government 
should spend more on infrastructure, the 
top priorities are: 

•	 	Housing (46%). 

•	 	Roads (22%). 

•	 	Energy (20%). 

A greater proportion of older 
respondents were in favour of the 
Government increasing spending on 
infrastructure than their younger 
counterparts. 

A larger proportion of men (56%) than 
women (45%) agreed that government 
should spend more on infrastructure 
despite the deficit. Respondents were 
also split regionally on this issue. 
Nationally, a net balance of 35% of 
respondents agreed with increased 
spending on infrastructure, while for 
respondents in Scotland this figure stood 
at 56%, in contrast with just 25% for 
those in the East of England and 26% in 
the South West. 

The Citizens’ Criteria

In 2010, we found that there were high 
levels of support for all of the criteria, 
although the criterion for ‘no areas 
should be exempt from cuts’ was less 
clear cut.

Our new survey shows that the Citizens’ 
Criteria are still supported by the UK 
public, with very little change in almost 
all of these criteria. 

There continues to be very strong support 
for focusing on the small savings as 
well as the big ones, avoiding making 
short term savings at the expense of our 
future, taking personal responsibility and 
protecting frontline services.

A significantly greater proportion of 
women than men disagreed with the 
statement that no areas should be 
exempt from cuts – a net balance of 25% 
of women held this view in contrast with 
a net balance of 6% of men. 

A smaller proportion of people aged  
18-34 agreed that frontline services 
needed to be protected when tackling 
the deficit than those in older age 
groups. A net balance of 56% of 18-34 
year olds agreed with protecting the 
frontline, while the figures stood at 68% 
and 72% for 35-54 year olds and the 
over 55s respectively. 

A similar pattern emerged in different 
age groups’ responses to the proposal 
of encouraging people to take greater 
responsibility – a net balance of 58% 
of 18-34 year olds agreed with the 
proposal, while the figures stood at 66% 
and 76% of 35-54 year olds and the over 
55s respectively. 
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Nearly two thirds (63%) of those with 
an annual income greater than the new 
benefits cap of £26,000 agreed that the 
Government should share the pain of 
cuts/ increased taxes across everyone 
from all walks of life. This figure was 
lower (53%) among respondents with an 
annual income lower than this threshold. 

Attitudes to 
communications

The final series of statements related to 
government communications and support 
for citizens involved in decision making.

Three years on and our survey suggests 
that respondents still generally do not 
believe that they get enough information 
from the Government but believe that 
the Government has a responsibility to 
tell them how the country is doing and 
that it’s important for them to know. 
A State of the Nation address, one of 
the original recommendations of our 
Jury, received support. And a majority 
(57%) continue to want to be involved 
in government decision making in some 
way on this issue.

While overall, respondents felt unhappy 
with the amount of information they get 
from government, this unhappiness was 
less widespread among young people. 
A net balance of 23% of 18-34 year olds 
disagreed with the statement ‘I am happy 
that I get enough information from the 
Government already’, whereas the figure 
stood at 37% and 46% for 35-54 year 
olds and over 55 year olds respectively. 

However, it does not appear to follow 
that young people therefore feel more 
engaged with politics – a net balance of 
41% of 18-34 year olds agreed with the 
statement that ‘people like me should 

Figure A10: Support for the Citizens’ Criteria (2013)
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Figure A11: Changing attitudes to government communication

2010 2013 2010 2013 2010 2013 2010 2013 2010 2013

Happy  
I get enough 
information 

from 
government

People like  
me should help 
the government 
make decisions

State of the 
Nation 

addresses  
each year 

would be good

Government 
has a 

responsibility  
to tell us  

where we are

Important we 
understand 
how Britain  

is doing

 Agree strongly

 Agree slightly

Postpone everything that isn’t absolutely 
essential until the economy is in a better state

Be prepared to start again, don’t just amend 
what we have

Share the pain of cuts/increased taxes across 
everyone from all walks of life

Be prepared to make short term investments to 
achieve longer term savings

Reward those who have contributed to society

Encourage people to take personal responsibility

Protect frontline services

Don’t make short term savings at the expense 
of our future

Focus on the small savings as well as the  
big ones

Take action as quickly as possible

No areas should be exempt from cuts

  Neither agree nor disagree

 Disagree slightly

 Disagree strongly 

 Don’t know 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%



43

be involved in helping the Government 
make decisions’, whereas the overall 
net balance for agreement with this 
statement was 47%. 

The survey reinforced the need to 
consider new, more engaging forms of 
communication including a regular State 
of the Nation address. It also reinforced 
the real opportunity of involving ‘people 
like me’ in helping the Government 
to make decisions. A more effective 
communications strategy that explains 
the situation and outlines the approach 
that government is taking could also help 
to tackle the current mood of the nation.

Mood of the nation

Finally we asked people to describe, in 
three words, the mood of the nation at 
the moment. In 2010, the mood was one 
of anxiety and uncertainty. 

The following chart illustrates the 
predominant feelings:

When asked to describe the current 
mood of the nation in three words, 
common answers included: 

Conclusions

Against the context of worries about 
the health of the UK (and international) 
economy, our survey shows that the UK 
public still supports the Citizens’ Criteria 
for guiding spending cuts. 

Two challenges stand out from the results:

Ring-fencing spending: there is particular 
support for exempting from further 
cuts the areas of health (67% agreed), 
pensioner benefits (59%) and schools 
(54%), which will make it much harder 
for any future government to argue the 
case for taking off the ring-fence. 

Communications: respondents are most 
positive about their knowledge of the 
reasons for the nation’s deficit, with 23% 
believing they have ‘excellent’ or ‘good’ 
knowledge, but even this is outnumbered 
by those rating their knowledge as ‘poor’ 
or ‘very poor’ (32%). The public also 
wants more effective communications 
on the deficit; indeed a majority (57%) 
continue to want to be involved in 
government decision making in some 
way on this issue.
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At PwC we focus on three things for 
government and the public sector: assurance, 
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