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The big picture: Labour’s record
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The big picture: going forwards
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A challenging spending review

Av. annual increase (%) Current Capital Total
2007 CSR +1.9 +4.4 +2.1
© Institute for Fiscal Studies, 2007 Note: Assumes GDP deflator of 2.7% per year going forwards

Source: HM Treasury; IFS calculations
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A challenging spending review

Av. annual increase (%)

2007 CSR

Labour
April 1999 to March 2008
April 1997 to March 1999

Current Capital Total
+1.9 +4.4 +2.1
+3.6 +15.7 +4.0
-0.3 +6.8 -0.2

© Institute for Fiscal Studies, 2007

Note: Assumes GDP deflator of 2.7% per year going forwards
Source: HM Treasury; IFS calculations
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A challenging spending review

Av. annual increase (%)

2007 CSR

Labour
April 1999 to March 2008
April 1997 to March 1999

Conservatives
April 1979 to March 1997

Current Capital Total
+1.9 +4.4 +2.1
+3.6 +15.7 +4.0
-0.3 +6.8 -0.2
+1.7 -5.0 +1.5

© Institute for Fiscal Studies, 2007

Note: Assumes GDP deflator of 2.7% per year going forwards
Source: HM Treasury; IFS calculations



What Is a spending cut?




What Is a spending cut?

BRITAIN FORWARD NOT BACK I_._.ab_g!\g

“The Conservative Party is committed to making cash cuts of
£35 billion from Labour's public spending plans — cuts so large
they could only be found from cutting deep into front-line public
services, including schools, hospitals and the police.”

(Alistair Darling, 17 March 2005)

© Institute for Fiscal Studies, 2007
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Breakdown of spending growth
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Breakdown of spending growth
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Breakdown of spending growth
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Relative winnhers?

| Average DEL increase = 2.1 per cent

Overseas Aid 16.8%
Culture, Media & Sport (incl. 6.5%
Olympics)
Health (UK) 3.7%
Transport (UK) 3.0%
Education (UK) 3.0%
Science (UK) 2.5%
8% -6% -4% -2% 0% 2% 4% 6% 8% 10% 12% 14% 16% 18%
Average annual real increase 2007-08 to 2010—11
© Institute for Fiscal Studies, 2007 Note: Assumes GDP deflator of 2.7% per year going forwards

Source: HM Treasury; IFS calculations
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Relative losers?

Average DEL increase = 2.1 per cent

Housing (UK) |.8%
Defence _ U5%
Environment, Food and Rural Affairs _ 114%
Home Office _ 1.1%
Local Government _ 0.80
Culture, Media and Sport (excl. Olympics) _ 0.0%
Foreign Office -0.2% _
Business, Ent. & Reg. Reform -2.6% !
Work and Pensions -5.6% !

-8% -6% -4% -2% 0% 2% 4% 6% 8% 10% 12% 14% 16% 18%

Average annual real increase 2007-08 to 2010—11

© Institute for Fiscal Studies, 2007 Note: Assumes GDP deflator of 2.7% per year going forwards
Source: HM Treasury; IFS calculations
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Winners and losers?

T™E : Yo" 4.0% kglg)gutro SI\BIZ?SLng Orggi)ews to date (April

DIEL | 210 CSRO7 plans (April 2008 to March 2011)
Transport (UK) |
Health (UK) |
Home office |
Housing (UK) |
Education (UK) |
Defence |
Overseas Aid |

0.0% 5'OO/OAverage an%géqor/gal increaséL >-0% 20.0%

© Institute for Fiscal Studies, 2007

Note: Assumes GDP deflator of 2.7% per year going forwards
Source: HM Treasury; IFS calculations
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Winners and losers?
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© Institute for Fiscal Studies, 2007 Note: Assumes GDP deflator of 2.7% per year going forwards
Source: HM Treasury; IFS calculations
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Winners and losers?

T™E : S 4.0% kglg)gutro SI\BIZ?SLng Orggi)ews to date (April
DIEL | 210 CSRO7 plans (April 2008 to March 2011)
Transport (UK) | 3.0% 8.4%
Health (UK) | 350 6.9%
Home office | 1.1% 4.8%
Housing (UK) | 180, 43%
Education (UK) | 300, 24%
Defence 144
Overseas Ad | 8.9% 16.8%
0.0% 5'OO/OAverage an%géqor/gal increaséL >-0% 20.0%
© Institute for Fiscal Studies, 2007 Note: Assumes GDP deflator of 2.7% per year going forwards

Source: HM Treasury; IFS calculations
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Local government settlement?

Communities: Local Government |
DEL Average = 0.8%
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© Institute for Fiscal Studies, 2007 Note: Assumes GDP deflator of 2.7% per year going forwards
Source: HM Treasury; Department for Communities and Local Government; IFS calculations



Local government settlement?

Communities: Local Government |
DEL i
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© Institute for Fiscal Studies, 2007 Note: Assumes GDP deflator of 2.7% per year going forwards

Source: HM Treasury; Department for Communities and Local Government; IFS calculations



Local government settlement?

Communities: Local Government |
DEL
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Source: HM Treasury; Department for Communities and Local Government; IFS calculations



Local government settlement?

Communities: Local Government |
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UK health spending

April 2003 to March 2008

Wanless 2002 __ 7.1%
Latest estimate __ 7.2%
April 2008 to March 2011 |
Wanless 2002 "fully engaged" __ 4.4%
Wanless 2002 "solid progress" __ 4.7%
Wanless 2002 "slow uptake” __ 5.6%

CSR 2007 award — 3.7%
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© Institute for Fiscal Studies, 2007 Note: Assumes GDP deflator of 2.7% per year going forwards
Source: HM Treasury; IFS calculations
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Health spending shortfall?

 CSR 2007 settlement below Wanless 2002
recommendations for 2010-11
— £2bn under “fully engaged” scenario
— £3bn under “solid progress” scenario
— £6bn under “slow uptake” scenario

Wanless (2007) “neither the assumed rate of productivity
Improvement nor the changes in personal behaviour that
the more optimistic scenarios in the 2002 review
envisaged have been achieved”

© Institute for Fiscal Studies, 2007
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But plans could be topped up?

Departmental Expenditure Limits
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© Institute for Fiscal Studies, 2007 Note: Initial plans adjusted for subsequent inflation

Source: HM Treasury



The 2010 child poverty target
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Conclusions

« Spending growth considerably slower than
Labour’s spending reviews to date

— growth in DELs planned to slow from 4.9% p.a. to
2.1% p.a.

« Might prove incompatible with aspirations for
public services and child poverty

« Plans could be topped up
— higher spending likely to require greater tax revenues
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