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Public spending on education in the UK
to fall at fastest rate since at least 1950s

7 Ridgmount Street
London WC1E 7AE

As with most areas of government spending, education spending is set to
shrink in real terms over the Spending Review period. In new figures released
today, IFS researchers estimate that total public spending on education in the
UK will fall by over 13% in real terms between 2010–11 and 2014–15. This
represents the largest cut in education spending over any four-year period
since at least the 1950s. The cuts will be deepest for capital spending and
higher education, followed by 16–19 education and early years provision.
Schools spending is relatively protected, and schools with the most deprived
intakes are likely to see real-terms increases in funding. However, the
majority of schools will see real-terms cuts.
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Of course, education spending is not alone in seeing significant cuts over this
period. Total departmental spending is currently expected to fall by 11.5% in
real-terms. The Department for Education’s budget is set to fall by a very
similar amount (11.9%), though these cuts are more focused on capital
spending than is the case for other departments. The total cut to overall
education spending is also driven by the large cuts to public spending on
higher education (although total spending on higher education will rise due to
higher private contributions).
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The analysis also finds that:


Public spending on education in the UK grew rapidly during the
2000s. Over the decade between 1999–2000 and 2009–10, it grew by
5.1% per year in real terms, the fastest growth over any decade since
the mid-1970s. As a result, it rose from 4.5% of national income in
1999–2000 to reach a high point of 6.4% in 2009–10.



Under the previous Labour government, the fastest-growing areas of
education spending were capital spending on schools, early years
spending and further education spending. Public spending on higher
education grew the slowest.



We estimate that public spending on education in the UK will fall by
3.5% per year in real terms between 2010–11 and 2014–15 (or
13.4% in total). This would represent the largest cut in education
spending over any four-year period since at least the 1950s, and
would return education spending as a share of national income back
to 4.6% by 2014–15.
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All areas of public education spending are expected to see real-terms
cuts between 2010–11 and 2014–15, but the severity of cuts will
differ. Current spending on schools will see the smallest real-terms
cut (about 1% in total). The areas seeing the largest real-terms cuts
will be current spending on higher education (40% in total) and
capital spending (more than halved). However, reforms to tuition
fees will increase total resource spending – via public and private
contributions – on higher education. Spending on the early years and
youth services is expected to be cut by over 20% in real terms in
total. Planned cuts to 16–19 education spending are likely to be of a
similar magnitude.



The government’s pupil premium, in place from 2011–12 onwards,
will add to the already considerable additional money provided for
the poorest pupils by the current school funding system. The
government has also announced a cash-terms freeze in other perpupil funding. As a result, only the most deprived schools are likely to
see real-terms increases in funding per pupil in 2011–12. Although
spending on the pupil premium will grow to £2.5 billion by 2014–15,
given the continued freeze in other per-pupil spending this pattern
looks set to continue up to 2014–15.



As a result of the public sector pay freeze announced in the June 2010
Emergency Budget, schools’ costs will increase by less than economywide inflation over the coming years. We estimate the schools’
specific costs will increase by 1.8% in 2011–12, as compared with
2.9% for economy-wide inflation (defined by the GDP deflator, the
standard measure used to calculate real-terms changes in public
spending). However, even taking account of this, the majority of
schools are still expected to see real-terms cuts in 2011–12. This
pattern is likely to continue through to 2014–15 as well.

Commenting on these figures, Luke Sibieta, Senior Research Economist at the
IFS and co-author of the report, said: “Having risen by historically large
amounts during the 2000s, the UK’s education budget is now set for an
historically large fall over the next few years.
“Schools will see smaller real-terms cuts than other areas of education
spending, while cuts to public spending on higher education will be more than
offset by higher tuition fees. The biggest challenges lie ahead for the early
years, youth services and 16–19 education, where spending is set to fall by
around 20% in real terms. Of course the key question is what these cuts in
financial resources will mean for the outputs of the education system, such as
young people’s exam results or earnings potential.”
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