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Introduction 

George Osborne introduced his spending round as one of “reform, growth and fairness”. 
A spending round (SR) rather than a spending review, its purpose is to set out how the 
government intends to spend £745bn across each public policy area in 2015/16. This SR 
is an addition to the comprehensive spending review (CSR) 2010 which covered the 
three-year period to 2014/15. This addition was necessary due to the timing of the next 
general election, which will fall in May of the 2015/16 financial year.  

Cuts of £11.5bn had to be found from 2015/16 departmental resource budgets to ensure 
that the coalition government remains on course to deliver its deficit reduction strategy 
by 2017/18. As expected, the government has protected spending in real terms on 
health, schools and overseas development in line with coalition policy and this has 
exacerbated the effect of resource reductions in other areas of public spending. 

Labour have agreed that they will accept the overall 2015/16 spending plans put forward 
by the coalition, although they may move funding between departments and may borrow 
more for capital spending. A full CSR will then be expected in October 2015 to cover the 
following three or four year period. This new CSR may be delivered by a new 
government if the coalition loses the election, however, Ed Miliband, at his party’s recent 
National Policy Forum, was quoted as saying ‘our starting point for 2015/16 is that we 
won’t be able to reverse the cuts in day to day current spending unless they are fully 
funded from savings elsewhere or extra revenue.’1 Therefore the dye is cast in public 
spending terms, for the immediate post-election period, whichever government is in 
power. 

Key Points 

Relative winners 

 The Ministry of Defence maintained its resource budget in cash terms and will 
benefit from a £14bn equipment budget in 2015/16, to be increased by 1% per 
annum thereafter. 

 The Department for Transport will benefit from a 5.5% real increase in its capital 
budget to £9.5bn in 2015/16. However this is in contrast to a 9.3% cut in its 
resource budget, which includes road maintenance.  

 The Department for Education will profit from real terms protection of its schools 
budget and pupil premium with the aim of introducing a fairer schools funding 
formula in 2015/16. There will also be a continued rollout of more academies and 
funding for free schools (180), studio schools (20) and university technical 
colleges (20).  

                                          

1 Sunday Telegraph – 23 June 2013 
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 Real terms growth in NHS funding to £110.4bn in 2015/16 has been announced, 
although if demand for health services outstrips inflation then this could still put 
the NHS under demand pressure.  

Relative losers 

 The Department for Communities and Local Government sees a cut of 10% to its 
resource budget but with the government claiming, somewhat implausibly, that 
this will actually only mean a 2.3% cut, taking other factors into account, like the 
extra money available to schools and the amalgamation of health and social care 
budgets to forge a £3.8bn pot for jointly commissioning services. 

 The 10% reduction in the Ministry of Justice’s resource budget included a £200m 
saving in the operation of the courts system and a further £180m saving in the 
operating costs of prisons. These figures also need to take account of savings of 
up to £200m in the legal aid system. 

 The Department for Culture, Media and Sport suffered a 7% reduction in its 
resource budget, but fortunately funding reductions were limited to 5% for 
museums, the arts and community sport, recognising the economic and social 
importance of these sectors. 

Other Significant Changes for Practitioners’ Awareness 

 Council Tax Freeze Grant is to be extended for 2014/15 and 2015/16. 

 Public sector pay: 

o End to automatic pay progression in the civil service from 2015/16 and in the 
future (but no date) in schools, the health service, prisons and police. 

o Holding down pay awards to an average of 1% in the civil service. This may 
act as a beacon for pay rises in the wider public sector too. 

o Reduction in public sector employees of 144,000 in 2015/16. 

 Welfare – three main reforms: 

o A cap of £100bn on welfare spending from April 2015 for four years. 
Certain benefits like pensions and job seekers’ allowances will be excluded 
from this cap. This represents a determined effort to address the 
escalating UK welfare payments spending budget. 

o An end to winter fuel payments to expatriates from autumn 2015 based on 
a hot climate temperature test. 

o Getting individuals into work, imposing an upfront work search where 
individuals must be looking for work to qualify for benefits; a seven day 
waiting period before benefits can be claimed (currently three days); and 
compulsory language courses for non-English speaking claimants.  

 Single Local Growth Fund of £2bn for local enterprise partnerships to bid for, of 
which £1.5bn is capital – a fraction of the £49bn which was proposed by the 
Heseltine review. This much reduced pot is likely to disappoint local businesses 
and enterprise partnerships. 
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 £50bn of capital expenditure in 2015/16 totalling some £300bn by 2020.  This is 
a 1.7% real term reduction on the 2014/15 allocation.    

Details of £100bn of this ‘long term plan’ are set out in ‘Investing in Britain’s 
Future’ https://www.gov.uk/government/publications/investing-in-britains-future 
announced on 27 June covering £70bn for transport (shown in the table below), 
£20bn for schools and £10bn for science, housing and flood defences.  A separate 
briefing will follow later on this announcement. 

Source: Investing in Britain’s future, HM Treasury, June 2013   

 

 The real term cuts between 2014/15 and 2015/16 across the headline 
departmental resource budgets are shown below in percentage terms:  

o Communities and Local Government   10% 

o Cabinet        10% 

o Treasury       10% 

o Environment, Food and Rural Affairs   10% 

o Justice       10% 

o Work and Pensions     9.5% 

o Transport       9% 

o Energy and Climate Change    8% 

o Foreign Office      8% 

o Culture, Media and Sport    7% 

o Home Office      6%  

o Business, Innovation and Skills    6% 

o HMRC       5% 
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 Public service reform: 

o £3.8bn will be invested into a pooled budget for health and social care 
services to work more closely together in local areas. 

o £200m for local authorities from the NHS in 2014/15 will ensure integration 
of health and social care can start immediately.  

o An investment of £200m is to extend the Troubled Families programme and 
change the way that local authorities, health, education and criminal justice 
services work with a further 400,000 vulnerable families. 

o £335m will be available to local authorities in 2015/16 so that they can 
prepare for reforms to the system of social care funding, including the 
introduction of a cap on care costs from April 2016. 

o The government will consult on how best to introduce a fair national funding 
formula for schools in 2015/16 – supporting schools reform and taking a vital 
step towards fixing the historic and unfair differences in funding between 
schools in different local authorities. 

 Public service efficiencies: 

o The government will deliver over £5bn further efficiency savings in 2015/16. 

o £1.9bn will come from departmental administration budgets in 2015/16. 

o Over £1.5bn will come from the government’s projects portfolio through 
scaling back or stopping non-priority projects, and better project 
management. 

o Around £1bn will be from ensuring that the government acts effectively as a 
single customer when purchasing goods and services. 

SR 2013: Some Summary Points 

Clearly SR 2013 presents public sector organisations with some challenging choices for 
2015/16. In many ways, it is remarkable that a cuts programme like this one is being 
delivered and seems to be accepted, at least in principle, by the major UK political 
parties. They seem to agree on the point that the state needs to be smaller as a 
percentage share of gross domestic product than in the past and spending on improving 
UK infrastructure is the principal way of getting the economy moving, although there is a 
call from Labour that the spending should be starting now, not waiting until 2015/16. 
They also agree that public spending should be targeted on those in real need and the 
way public services are delivered in the future will need to radically change in terms of 
who the providers will be and how the services will be delivered to the public. 

After the next general election in 2015, whoever wins, the austerity programme will 
need to continue and if the same services (schools, health and overseas development) 
are subject to the degree of budgetary protection they are now, then the cuts on the 
remaining departments may have to be even higher if we are to reach the deficit 
elimination target by the end of 2017/18. Public sector organisations will need to 
consider radical steps to balance their budgets and increase their efficiencies. 
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Further CIPFA FAN Work on SR 2013 

For FAN subscribers wishing to find out more, the CIPFA FAN has undertaken a longer 
more detailed briefing on SR 2013 which can be found at 
http://www.cipfa.org/services/networks/finance-advisory-network/other-documentation. 

It will also be publishing an additional opinion piece on SR 2013 very shortly.  

Anyone wishing to become a subscriber and access these documents, please contact 
David Ellis (david.ellis@cipfa.org), Victoria Barnard (victoria.barnard@cipfa.org) or 
Caroline White (caroline.white@cipfa.org). 

The CIPFA FAN is also publishing an SR 2013 update newspaper over the next week or 
so to ensure that practitioners can keep up to date with the latest developments. This 
can be found at http://paper.li/Grovehall/1363043864 

We do trust that this short briefing has given you a flavour of the key issues which have 
emerged from SR 2013.  

The full Spending Round 2013 document is available from the www.gov.uk website.  


