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6 P r o t e c t i n g  P u b l i c  s e r v i c e s

Since 1997, record levels of investment matched by reform have enabled the Government to 
achieve lasting improvements in Britain’s public services. 

The Government’s short-term priority is to continue to support the most vulnerable families and 
businesses until recovery is secured. The 2009 Pre-Budget Report announces new short-term 
spending measures, including £300 million to bring forward the offer of a job, training or a 
work placement to every 18 to 24 year old who has been claiming Jobseeker’s Allowance 
for six months, and a freeze in the Standard Interest Rate used to calculate Support for 
Mortgage Interest at 6.08 per cent for a further six months, benefiting an estimated 
220,000 homeowners.

The 2009 Pre-Budget Report confirms that the Government will stick to planned levels of 
overall departmental spending in 2010-11 to help support the economy through the downturn, 
but from 2011-12 onwards spending growth will reduce to help halve the deficit over the next 
four years. The 2009 Pre-Budget Report announces an additional 0.5 per cent increase 
in employee, employer and self-employed rates of national insurance contributions. As a 
result, public sector current expenditure will grow by an average of 0.8 per cent a year 
from 2011-12 until 2014-15. Public sector net investment will move to 1¼ per cent of GDP 
by 2013-14 and will remain at that level in 2014-15. 

The 2009 Pre-Budget Report sets out a package to ensure that, in 2011-12 and 2012-13, 
NHS front-line spending – the 95 per cent of spending that supports patient care – rises in 
line with inflation, spending on front-line schools rises by 0.7 per cent a year in real terms 
and spending on 16 to 19 participation rises in real terms by 0.9 per cent a year. Spending 
on Sure Start Children’s Centres will be maintained in line with inflation. Sufficient 
funding will be provided to police authorities to enable them to maintain the number of 
police officers and community support officers, and spending on overseas aid will remain 
on track to reach 0.7 per cent of Gross National Income (GNI) by 2013. 

At the same time, the 2009 Pre-Budget Report announces new efficiencies and reforms 
across the public sector including:

£11 billion of savings by 2012-13 through smarter government•	  for example through 
rationalising Arms Length Bodies, greater use of online systems for providing advice and 
information to the public, cutting consultancy spend by 50 per cent, and better management 
of government assets;

£5 billion of savings by 2012-13 from targeting and prioritising spending •	 including by 
reforming the Criminal Justice System and legal aid, reducing lower priority provision within 
the adult skills budget, phasing out temporary employment programmes, and reducing the 
cost and scope of the NHS IT Programme;

a one per cent cap on public sector pay settlements in 2011-12 and 2012-13, •	
delivering £3.4 billion of savings a year by 2012-13; and

reforms to public service pensions to save £1 billion a year from 2012-13 onwards•	 .
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SUSTA IN ING  EFF IC IENT  AND  EFFECT IVE  PUBL IC  SERV ICES

6.1 Since 1997, a combination of investment and reform has radically improved the 
quality of Britain’s public services, delivering real and lasting improvements. Total public 
spending has increased by 57 per cent in real terms, compared to 15 per cent in the preceding 
12 years, enabling the Government to achieve sustainable front-line services that deliver 
high quality outcomes1. For example:

NHS spending in England has more than doubled in real terms since 1997. 	•
This has allowed the NHS to deliver improved services, achieving the national 
level targets for hospital treatment within 18 weeks, referral to a cancer 
specialist within 2 weeks and A&E treatment within 4 hours;

spending on education in the UK has increased in real terms by £31.2 billion 	•
since 1997. As a result, the number of schools with less than 30 per cent of 
pupils gaining five or more good GCSEs or equivalent, including English and 
maths, has fallen from 1,600 in 1997 to a projected 270 in 2009, according to 
self-reported results; and

central government spending on the police has increased by 19 per cent in 	•
real terms since 1997. As a result, there are now 16,000 more police officers 
than in 1997 and this has helped the police to continue to play a vital role in 
keeping Britain’s communities safe and secure.

6.2 At the same time, record levels of capital investment have reversed a legacy of under-
funding. Public sector net investment is now at its highest level in 30 years, up from 0.6 per 
cent of GDP in 1997-98 to 3.3 per cent in 2009-102. For example:

total capital investment in education in the UK has increased from £1.7 	•
billion in 1998-99 to £8.3 billion in 2008-09, resulting in the rebuilding or 
significant refurbishment of 3,800 schools and over 3,000 Sure Start Children’s 
Centres; 

capital investment in housing and community amenities has risen from £2.7 	•
billion in 1998-99 to £11.3 billion in 2008-09, annual average real growth of 
12.8 per cent. A £33 billion investment has reduced the number of social 
homes not meeting the Decent Homes standard by one million. This and  
other housing programmes are expected to have lifted over a million children 
out of poor housing; and

UK transport spending has more than doubled since 1997, which has led 	•
to major improvements in the transport network including over 70 major 
motorway and trunk road schemes completed since 2001, a high-speed rail 
link from St Pancras to the South East, the West Coast Mainline upgrade, 
and the enhancement of over 100 stations across the London Underground 
network.

6.3 This increased investment has been accompanied by a strong focus on value for 
money, improving efficiency and cutting down on waste. Over the 2004 Spending Review 
period, departments over-delivered on the Government’s value for money target by 20 per 
cent, achieving savings of £26.5 billion. Over the 2007 Comprehensive Spending Review 
(CSR) period the Government has committed to a cash-releasing value for money target 

1 ONS Statistical Bulletin: Public Sector Finances, October 2009, available at www.statistics.gov.uk/pdfdir/psf1109.pdf  
2  Capital grants to financial institutions are treated as grants to the private sector.
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worth £35 billion by the end of 2010-11. Departments are making good progress towards 
their 2007 CSR targets and the 2009 Pre-Budget Report announces that £8.5 billion of 
efficiencies have been delivered so far. This includes savings reported in 2008-09 
departmental annual reports and, where available, departmental savings reported in the first 
half of 2009-10. 

In addition, the 2004 Lyons Review6.4 3 laid down a target of relocating 20,000 civil 
service posts out of London and the South East by 2010-11. Budget 2009 extended this target 
by an additional 4,000 posts and the 2009 Pre-Budget Report announces that by June 2009 
nearly 21,000 posts had been relocated.4 Putting the Frontline First: smarter government5 
published on 7 December 2009 announced that Ian Smith, former Chief Executive Officer of 
Reed Elsevier and Taylor Woodrow, would lead a review on the scope for further civil service 
relocations, to report by Budget 2010. The review will set out what specific efficiencies this 
might bring and outline how at least 10 per cent of civil service posts currently based in 
London and the South East can be relocated in the medium term.

Budget 2008 announced the next stage of the Government’s programme of value 6.5 
for money reforms, setting up the Operational Efficiency Programme (OEP) and the Public 
Value Programme (PVP) to capitalise on best practice and leading thinking in the private 
and public sectors. Budget 2009 accepted the recommendations of the OEP reviewers that 
the Government could achieve £15 billion of additional efficiency savings a year by 2013-14 
compared to 2007-08, in back office and IT, collaborative procurement, asset management, 
property and local incentives and empowerment. Budget 2009 also set out details of the early 
savings from the PVP and announced that the programme would be expanded to ensure 
demanding value for money reviews are conducted across a minimum of 50 per cent of each 
department’s budget. Initial savings options identified by the PVP are set out later in this 
chapter.

6.6 Alongside this drive to improve efficiency, the Government has also implemented 
significant reforms to improve public services: with institutions such as Foundation Trusts 
and Academies to increase choice and raise standards; new performance management tools 
such as Public Service Agreements; more joined up inspections through Local Area 
Assessments; more front-line staff – 16,000 more police officers, 42,400 more teachers, and 
over 70,000 more nurses; and new services such as Sure Start Children’s Centres, Jobcentre 
Plus and neighbourhood police teams.  

In 1997, as the Government began to correct the legacy of under-investment in 6.7 
public services, clear national standards and targets were needed to drive up performance. 
But as services were repaired and rebuilt, the challenge became to increase standards while 
ensuring the necessary flexibility and incentives at the front line. The 2004 Spending Review 
focussed on fewer, sharper targets; new freedoms for front-line staff; and greater choice 
and diversity of services for citizens, including from private and third sector providers. 
The 2007 CSR announced just 30 cross-cutting Public Service Agreements setting out the 
Government’s top priorities for improving outcomes and services for citizens, down from 600 
targets in 1998.

In March 2009, the Government published 6.8 Working Together – Public Services on your 
Side6, which set out more detail on the three principles underpinning further public service 
reform:

3 Well placed to Deliver? Independent Review of Public Sector Relocation, Sir Michael Lyons, March 2004
4 Latest progress on relocations available at www.ogc.gov.uk
5 Putting the Frontline First: smarter government, HM Government, December 2009
6 Working Together – Public Services on your Side, HM Government, March 2009
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empowering citizens – through the creation of clear public service 	•
entitlements that make citizens more aware of what they can expect from 
public services, through giving them more choice and control, and providing 
more access to public data. For example, entitlements to be treated within 18 
weeks under the NHS Constitution, or for the NHS to take all reasonable steps 
to offer alternative treatment; and the release of valuable public datasets 
which will be made free for reuse, including NHS Choices data;

new professionalism – through giving front-line professionals the space, 	•
skills and power to respond to citizens’ needs. For example, by giving service 
leaders the freedom to join up and tailor services across local areas; and

strategic leadership – with central government setting standards and 	•
entitlements only. For example, by setting out clear entitlements in education 
but preserving local flexibility regarding the form of delivery. 

Building Britain’s Future6.9  7 and Putting the Frontline First: smarter government show 
how going forward, these principles will be embedded into public service delivery.

6.10 As recently stated in the Government’s response to the Public Accounts Committee’s 
April 2009 report8 into the efficiency of radio production at the BBC, the National Audit Office 
(NAO) should have unrestricted access to the BBC in scrutinising the effectiveness and 
efficiency of its service delivery. The Government is encouraging the BBC to discuss with the 
NAO how this can be best achieved whilst maintaining the BBC’s editorial independence.

SUPPORT ING  THE  ECONOMY THROUGH THE  DOWNTURN

Over the last year, all the world’s major advanced economies have been affected by 6.11 
a steep and synchronised global downturn and, as the economic challenge has deepened, 
a key issue for governments has been how to continue to drive improvements in public 
services whilst ensuring sustainable public finances over the medium term. In line with the 
international consensus and the work of the G20, the Government’s approach has been:

to allow public spending to rise to support the economy through the global 	•
downturn in the short term; and

to deliver fiscal consolidation once recovery is secured, to ensure sound 	•
public finances over the medium term, but doing so in a way that is in line 
with the Government’s values, focussing on the priorities set out in Building 
Britain’s Future.

6.12 The 2008 Pre-Budget Report announced that £3 billion of capital spending would be 
brought forward from 2010-11 into 2008-09 and 2009-10 to support aggregate demand and 
maintain jobs during the economic downturn. A projected £1.7 billion of accelerated 
investment has been delivered to date9, which is supporting a number of jobs and industries 
across the country. For example:

more than 800 GP practices have had additional funding to improve and 	•
extend training facilities. This will provide 1,400 extra training places, 

7 Building Britain’s Future, HM Government, June 2009
8 Available at www.official-documents.gov.uk/document/cm77/7717/7717.pdf
9 Estimated spending to date based on projections and some initial estimates of financial management information. The 
first provisional outturns for fiscal stimulus spending will be published in the HM Treasury statistical release of public 
expenditure outturns in summer 2010.
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primarily in areas that historically have had a lower provision of doctors. To 
date, over 200 schemes are in construction or have been completed; 

housing and regeneration capital funds brought forward will bring 10,000 	•
council homes up to the Decent Homes standard in 2009-10;

the Highways Agency is continuing to progress £400 million of high value 	•
schemes on the strategic road network. These include the A46 road-widening 
scheme and the acceleration of specific asset renewal and managed 
motorway works across the network. 21 of these schemes have been 
completed to date; and

all of the £100 million funding allocated for the Warm Front Programme in 	•
2009-10 has been spent, benefitting almost 38,000 households and saving 
them each up to £300 in energy bills every year. The 2009 Pre-Budget Report 
announces an additional £200 million to fund the Warm Front Scheme and 
the greener boiler incentive scheme in 2010-11. More details can be found in 
Chapter 7.

In addition, Budget 2009 announced £600 million of new investment to move 6.13 
forward stalled housing projects and kick-start house building. Building Britain’s Future 
included an additional £1.5 billion to deliver 20,000 more affordable homes. Together, these 
contribute to the Government’s aim of delivering over 55,000 affordable homes this year and 
over 56,000 in 2010-11.

6.14 To ensure that Private Finance Initiative (PFI) projects continued as planned despite 
the current financial market conditions, the Infrastructure Financing Unit (TIFU) was 
established at Budget 2009 to lend to PFI projects that cannot raise sufficient debt finance, 
on acceptable terms, to reach financial close on a timely basis. Since then, 23 PFI projects 
involving some £3.7 billion of finance have reached financial close, compared to less than £1 
billion for PFI projects in 2007-0810. 

Suppor t  f o r  f am i l i e s  and  bus ines ses  dur ing  the 
downturn

As well as action to maintain financial stability and support economic demand, the 6.15 
Government is also providing targeted support to families and businesses most affected by 
the recession. As the economy starts to recover, it is right that these temporary measures 
are slowly withdrawn, but the Government is determined to continue to provide short-term 
support to particularly vulnerable groups.

6.16 In the 2008 Pre-Budget Report and Budget 2009 the Government set aside £3 billion 
of additional funding over two years for Jobcentre Plus and the Flexible New Deal programme 
to ensure the employment interventions regime has the capacity to enable people to get 
back to work quickly. Over 70 per cent of Jobseekers Allowance (JSA) recipients leave 
unemployment benefit within six months11. 

Budget 2009 also introduced a £1.2 billion guarantee of 6 months meaningful activity 6.17 
for all young people who have been claiming JSA for 12 months to prevent individuals from 
becoming detached from the labour market. Up to 95,000 Future Job Fund jobs have already 
been announced across the country as a result of this intervention. Building on this success, 

10 HM Treasury Administrative data, November 2009
11 Off-flow rates are calculated by the Department for Work and Pensions using official NOMIS data available at 
www.nomisweb.co.uk
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the 2009 Pre-Budget Report announces £300 million to strengthen and bring forward the 
Youth Guarantee, offering 18 to 24 year olds who have been claiming Jobseeker’s Allowance 
for six months a job, training or a work placement lasting at least six months. More details 
can be found in Chapter 5.

6.18 For homeowners, temporary schemes are helping the most vulnerable to stay in their 
homes and offering support to first-time buyers. The 2009 Pre-Budget Report announces 
that the Standard Interest Rate used to calculate Support for Mortgage Interest will be 
frozen at 6.08 per cent for a further six months. Around 220,000 homeowners will continue 
to benefit from this extra support. In addition, the Government will make available over 
£150 million of funding through 2010-11 for the HomeBuy Direct shared equity loan 
scheme, helping an additional 3,000 households purchase their new homes. More details 
can be found in Chapter 5. 

6.19 Over the past year the Government has provided significant temporary support for 
businesses, for example action to help small and medium-sized enterprises (SMEs) access 
the finance they need through the Enterprise Finance Guarantee scheme. In addition, to 
support innovative advanced industrial projects of strategic importance, the Government 
announced a £750 million Strategic Investment Fund (SIF) at Budget 2009. 

As set out in Chapter 4, 6.20 the 2009 Pre-Budget Report does more to support business 
and create a platform for future economic growth, including by:

supporting investment in low-carbon projects by providing £200 million 	•
additional funding to the SIF and investing £90 million in the 2020 European 
Fund for Energy, Climate Change and Infrastructure, to be overseen by 
Infrastructure UK;

continuing the Enterprise Finance Guarantee scheme for a further twelve 	•
months, recognising the continued challenges that smaller businesses face in 
accessing finance; 

creating a Growth Capital Fund that will target SMEs	•  for which traditional 
bank finance is either inappropriate or unavailable; and

setting out details of a new body, Infrastructure UK, to advise the 	•
Government on the UK’s infrastructure needs over the next 5 to 50 years. 
Infrastructure UK will act as a focal point for the UK’s infrastructure strategy 
and its long-term development and delivery.

These new measures on growth will continue to be supported by the Government’s 6.21 
action to deliver key infrastructure projects now. For example, a significant milestone has 
been reached with the commencement of the Blackfriars station redevelopment as part 
of the £5.5 billion Thameslink upgrade, and construction has started on the £640 million 
Birmingham New Street station redevelopment. Construction of Crossrail has begun, 
with engineering underway to create the Isle of Dogs station, whilst work is progressing at 
Tottenham Court Road and Farringdon. In 2009-10, the Highways Agency is investing over 
£1.5 billion on capital infrastructure including major road improvements on the M1, M25, 
M40, A1 and A46. Further details on the Government’s actions to improve UK infrastructure 
are set out in Chapter 4.
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SUSTA INABLE  MEDIUM-TERM PATH  FOR  PUBL IC  SPENDING

The 2009 Pre-Budget Report confirms that overall departmental spending in 6.22 
2010-11 will be maintained as planned to help support the economy through recovery. But, 
as set out in Budget 2009, spending growth will reduce from 2011-12 onwards in order to 
ensure sustainable public finances over the medium term. As set out in Chapter 5, the 2009 
Pre-Budget Report announces that employer, employee and self-employed rates of national 
insurance contributions will rise by an additional 0.5 per cent from 2011-2012. As a result, 
the 2009 Pre-Budget Report announces that public sector current expenditure will grow by 
an average of 0.8 per cent in real terms between 2011-12 and 2014-15.12 In line with Budget 
2009, public sector net investment will move to 1¼ per cent of GDP by 2013-14 and remain 
at that level in 2014-15.

The Government is not doing a spending review at this stage, but the 2009 Pre-6.23 
Budget Report sets out more detail on the Government’s commitment to continuing to 
protect the key public service priorities which are vital for ensuring opportunity, social 
mobility and fairness for all; and to making the tough choices necessary to fund this by 
increasing efficiency and cutting lower value programmes and lower priority budgets.

PROTECT ING  PUBL IC  SERV ICE  PR IOR IT IES

6.24 Spending on the NHS has more than doubled in real terms since 199713. In assessing 
the resources needed to maintain high quality healthcare, the 2009 Pre-Budget Report 
announces a package to ensure that NHS near-cash front-line spending – the 95 per cent of 
spending that supports patient care – will rise in line with inflation in 2011-12 and 2012-13.

Alongside this additional investment, the Government has a comprehensive 6.25 
programme in place to identify value for money savings in all parts of the NHS, including 
in front-line services. As an interim step towards the £15 to £20 billion savings that the NHS 
Chief Executive has challenged the NHS to achieve, the 2009 Pre-Budget Report announces 
that value for money savings of around £10 billion per year will be delivered by 2012-13 
through the work underway within the NHS and through the PVP, OEP and other value for 
money initiatives, including by:

improving how the NHS buys services for patients and adjusting the price it 	•
pays, enabling all hospitals to reach the productivity levels achieved by the 
best, ensuring that people get the most appropriate treatment in the right 
place at the right time;

delivering more efficient, integrated and people-centred community and 	•
mental health services, including by developing common prices to reduce 
variation and transforming the care and lives of those with long-term 
conditions; and

driving down back office and procurement costs.	•

Budget 2010 will set out in detail the £15 to £20 billion savings.6.26 

Front-line NHS spending rising in line with inflation, combined with the progress 6.27 
that has already been made in identifying value for money savings will ensure that the 
NHS can continue to deliver key service outcomes. This includes the proposed new patient 

12 Excluding the additional time-limited resource expenditure announced in the 2009 Pre-Budget Report
13 Department of Health Annual Reports, available at www.dh.gov.uk/en/Publicationsandstatistics/Publications/AnnualReports/
index.htm
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entitlements to hospital treatment within 18 weeks, referral to a cancer specialist within 2 
weeks, and free NHS Health Checks every five years for all those aged 40-74, which will be 
set out in a revised version of the NHS Constitution. It will also allow the Government to 
introduce an entitlement to cancer diagnostics within 1 week, to be phased in from 2011-12.

6.28 Since 1997, spending on education in the UK has increased in real terms by £31.2 
billion14. The 2009 Pre-Budget Report makes an assessment of the resources necessary to 
protect front-line education and announces a package for 2011-12 and 2012-13 that will 
ensure near-cash funding for front-line schools rises in real terms by 0.7 per cent a year, 
and near-cash funding for 16 to 19 participation rises in real terms by 0.9 per cent a year. 
Near-cash spending on Sure Start Children’s Centres will be maintained in line with inflation. 
The 2009 Pre-Budget Report also announces an additional £202 million in 2010-11 to 
ensure that the September Guarantee of a place in education or training to every 16 and 
17 year old who wants one is met in full.

Alongside this additional investment the Government has a comprehensive 6.29 
programme in place to identify value for money savings in schools, 16 to 19 participation 
and Sure Start Children’s Centres. The 2009 Pre-Budget Report announces over £800 million 
of efficiency savings in front-line areas by 2012-13, including from increased collaborative 
procurement of goods and services and rationalising back-office costs.

The commitment to protect all near-cash funding for front-line schools, 16 and 19 6.30 
participation and Sure Start Children’s Centres, and the progress that has already been made 
in identifying value for money savings, will ensure that every school in the country can 
guarantee an education that is individually tailored to each child, including through catch-
up support in English and maths for every child aged seven to eleven who is behind expected 
levels of progress; and that the September Guarantee of a place in education or training to 
every 16 and 17 year old who wants one will be met in full. In addition, free childcare will 
continue to be available for all three and four year olds, and there will be more free childcare 
places for disadvantaged two year olds; and every community will have easy access to high 
quality, integrated early education and childcare, health, employment and family support 
services through Sure Start Children’s Centres.

6.31 Spending on the police by central government has increased by 19 per cent in real 
terms since 1997 and as a result, there are now 16,000 more police officers15. The 2009 Pre-
Budget Report announces that sufficient funding will be available in the years to 2012-13 to 
enable Police Authorities to maintain the current number of warranted Police Officers, 
Police Community Support Officers and other staff exercising police powers. 

This funding will be accompanied by reforms to increase value for money in 6.32 
policing, as set out in Protecting the Public: Supporting the Police to Succeed11 on 2 December 
2009. These will include, by 2013-14, increasing delivery to the public by an equivalent of at 
least £500 million by improving processes, and at least £70 million of savings from police 
overtime. At least £428 million of these savings will be delivered by 2012-13. The Government 
has also launched a PVP for the police that will, working closely with the service, identify 
opportunities to go even further to maximise value for money, reporting at Budget 2010. 

These commitments will ensure that the police continue to play a vital role in 6.33 
keeping communities safe and secure. The Government will ensure that policing meets the 

14 Public Expenditure Outturns National Statistics Release, HM Treasury, December 2009, available at www.hm-treasury.gov.
uk/national_statistics.htm
15 Protecting the Public: Supporting the Police to succeed, Home Office, December 2009
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needs of the public, including through the Policing Pledge which sets out minimum service 
standards in serving local communities.

6.34 Spending on international development has increased from £2 billion in 1997 to £6.3 
billion in 200816. The Government has provided international leadership to a collective aid 
effort that has contributed towards lifting 250 million people out of poverty in the last ten 
years and provided primary school education to 40 million more children17. The Government 
remains committed to tackling global development challenges, playing a leading role in 
achieving the Millennium Development Goals, tackling climate change and promoting peace 
and stability around the world. In addition, the Department for International Development 
(DFID) is committed to ensuring efficiency and value for money in all of their operations,  
and the 2009 Pre-Budget Report announces that DFID will make value for money savings 
of £593 million a year by 2013-14. This will be achieved primarily through improving the 
allocation of funding to achieve greater impact, and through reducing consultancy spend, 
improving procurement practices and streamlining back office processes. The 2007 CSR set 
out spending plans that put the UK on track to spend 0.7 per cent of Gross National Income 
(GNI) on Overseas Development Assistance by 2013, two years ahead of the EU target. In 
September 2009, the Prime Minister announced plans to set in legislation the commitment 
to reach 0.7 per cent by 2013. Spending on international development will continue to rise in 
the next Spending Review period to meet that target. 

6.35 By the end of 2009-10, more than £14 billion of Reserve funding will have been spent 
on resourcing the cost of operations in Iraq and Afghanistan18. This is additional to the core 
defence budget. Over £5.2 billion of this has been committed to spending on equipment to 
meet the specific threats and requirements of those theatres. For 2010-11, the 2009 Pre-
Budget Report announces that an additional £2.5 billion will be added to the Reserve to 
ensure that sufficient funding is available for military operations in Afghanistan. At the 
same time, the Government is working to improve the efficiency and effectiveness of core 
defence spending. Since 1997, the Ministry of Defence’s (MOD) civilian workforce has 
reduced in size by 45,000, so that it is now 86,00019, including a 23,000 reduction in the last 
four years. MOD expects this to fall to around 81,000 by 2011 as a consequence of initiatives 
already in hand. The Secretary of State will be commissioning an independent review to look 
at the scope for further reductions as an input to the forthcoming Defence Review.

6.36 Capital spending can boost public sector productivity and provide the physical 
infrastructure needed to enable economic growth. Record levels of investment over the past 
decade have allowed the Government to renew substantial parts of the public estate and 
transform public service delivery, and in real terms public sector net investment will remain 
over three times as high in 2014-15 as it was in 1997-98. The 2009 Pre-Budget Report 
announces that the Government will focus capital spending in the next Spending Review in 
the areas where it generates high economic returns in order to achieve maximum long-
term benefit for the taxpayer. The new Infrastructure UK body will assist in this task by 
advising Government on the priorities for infrastructure investment, more details of which 

are provided in Chapter 4.

16 Figures for Official Development Assistance, Statistics on International Development 2009, Department for International 
Development (DFID)
17 Eliminating World Poverty: Building our Common Future, Department for International Development (DFID), July 2009
18 HM Treasury Financial Management Data
19 Ministry of Defence Annual Reports, available at www.mod.uk/DefenceInternet/AboutDefence/CorporatePublications/
AnnualReports
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Grea te r  f r eedom and  f l e x ib i l i t i e s  f o r  the  f ron t  l i ne
Protecting front-line priorities means not just protecting budgets but also 6.37 

accelerating the next phase of public service reform in order to improve outcomes for people. 
So the Government will provide greater freedoms for front-line services to give them more 
flexibility to respond to the priorities of communities and play a stronger role in promoting 
growth and tackling economic barriers. Commitments set out in Putting the Frontline First: 
smarter government included:

letting local areas set priorities by: streamlining the national performance 	•
framework; removing a number of national indicators from April 2010 and 
further substantial reductions from 2011; and, by Budget 2010, setting out 
plans to further align sector-specific performance frameworks across key 
local agencies;

letting local areas guide resources by: reducing the level of ring-fencing for 	•
local authorities and streamlining different funding streams, with specific 
plans set out by Budget 2010; publishing guidance on pooling and aligning 
of local-level budgets; and coordinating the timing of grant payments from 
departments to local authorities for 2011-12; 

supporting local investment by: allowing local authorities that wish to use 	•
their trading powers to create further commercial opportunities; setting 
out guidance on effective use of joint ventures by local authorities and their 
partners by February 2010; and considering single-area based capital pots 
with recommendations by Budget 2010; 

reducing burdens on the front line by: ensuring reporting, inspection 	•
and assessment frameworks only include what is necessary to guarantee 
accountability, access and quality; co-ordinating the timings of assessments 
and inspections by 2010-11; reviewing the work of inspectorates with firm 
proposals by Budget 2010; and removing as many burdens identified by Total 
Place pilots and government departments as possible in time for the 2011-12 
financial year; and

strengthening the role of civic society in public life by: announcing a pilot of 	•
the Social Impact Bonds model; promoting wider use of community shares; 
enabling community groups already owning community assets acquired 
with Government funding to maximise their finance-raising potential by 
considering the scope for removing clawback conditions; and producing a 
regularly updated Civic Health Index.

The 2009 Pre-Budget Report announces further steps to increase professional 6.38 
freedoms within front-line organisations by:

expanding freedoms and flexibilities for front-line staff: including in 2010-11 	•
consulting on proposals to extend non-medical prescribing for certain allied 
health professionals, such as physiotherapists and podiatrists; and working 
with the NHS to explore options to support GPs in referring patients to high 
quality and cost-effective alternative settings; and
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strengthening professionalism: for example tackling the variation in teachers’ 	•
access to effective continuing professional development by encouraging 
peer learning; awarding Trust status to local probation areas that meet tough 
performance criteria, with greater flexibility to innovate and to pool local 
budgets; and more proportionate crime reporting in policing.

6.39 The measures set out in Putting the Frontline First: smarter government take up the 
challenges presented by emerging evidence from Total Place, launched at Budget 2009. It has 
been led by local government and builds on the partnership work of recent years. By Budget 
2010, the Government will respond to detailed evidence from Total Place about the added 
value of freeing up front-line services and encouraging collaboration in terms of better 
services at less cost. Early findings from the pilots are set out in Box 6.1.

Box 6.1 Total Place - A whole area approach to public services

Total Place counts the total public funding in one place and considers how local organisations can use 
their combined resources to generate efficiencies and transform local public services. Bottom-up 
learning from 13 pilot areas and more than 20 ‘parallel places’ is generating new ideas about how 
local partnerships can deliver more efficient and effective services.

To find new solutions to complex public service challenges, each pilot is undertaking detailed analysis 
of public service challenges which have high and diverse cost impacts and wide-ranging effects on 
the lives of local people, and where there is significant scope for collaboration. The pilots are seeking 
to devise solutions that redesign services around users, while reducing duplication and overlaps 
between organisations. For example:

1.  Leicestershire and Leicester City partners are exploring innovative joint commissioning 
arrangements to tackle drug and alcohol dependency, including interagency venues where people 
can be treated effectively as alternatives to A&E and police stations; 

2.  Bradford partners are working towards a single point of access to services for young people 
leaving care, elderly people with dementia leaving hospital and offenders leaving prison, 
underpinned by eight key service design principles that support links between agencies and 
reduce overlaps;

3.  Kent partners are working together, transforming access to public services via the ‘Gateway’ 
multi-channel model. Associated with this is a single asset-management strategy to further 
increase the efficiencies gained from transformed public access; and

4.  Lewisham partners are exploring the case for integration of health and social care, extending a 
joint commissioning approach across all of adult health and social care and testing whether and how 
joint working can be extended across adult and children’s client groups.

Results of these pilots will be set out in the final report of Total Place at Budget 2010.

6.40 Budget 2009 announced two new pilot city-regions with which Government would 
put in place more devolved arrangements, in order to better drive growth. The 2009 Pre-
Budget Report announces agreements with both pilots. For Manchester, this includes 
designation as the UK’s fourth low-carbon economic area specialising in the built 
environment, new powers over adult skills and a stronger role on 16-19 learning, 
apprenticeships and transport. For Leeds, this includes greater control over housing and 
regeneration funding, a timetable for new powers on adult skills and work with Government 
to deliver low-carbon housing developments and to integrate transport funding.

In addition, the measures set out in Box 6.2 will strengthen the accountability of the 6.41 
Scottish Parliament.

Total Place

City regions



6 P r o t e c t i n g  P u b l i c  s e r v i c e s

108 2009 Pre-Budget Report

Box 6.2 Flexibilities for the Scottish Parliament

As announced in Scotland’s future in the United Kingdoma in November 2009, in response to the 
recommendations made by the Calman Commission, the Government agreed that the financial 
accountability of the Scottish Parliament should be strengthened by moving to a system where a 
greater proportion of the Scottish Executive’s budget comes from its own decisions on taxation 
and where the Scottish Executive can increase borrowing subject to HM Treasury limits through 
increasing taxation. Taken together the plans set out in the White Paper represent the most radical 
changes to the way in which Scotland is funded for a generation. 

These plans will require legislation in the United Kingdom Parliament. The Government envisages 
introducing the necessary legislation as soon as possible during the next parliament and will 
undertake further detailed work to establish viable timings for implementation.

a Scotland’s future in the United Kingdom, The Scotland Office, November 2009

A  SMARTER ,  MORE  STREAMLINED  GOVERNMENT 

In order to continue to protect the key public service priorities set out earlier in the 6.42 
chapter, the 2009 Pre-Budget Report announces savings across the public sector by making 
government smarter, rationalising projects and programmes on the basis of the early 
findings of the Public Value Programme, and taking tough choices on public sector pay and 
pensions.

6.43  The Government is determined to deliver services in a more effective way. The 2009 
Pre-Budget Report announces further details of the £12 billion a year of savings set out in 
Putting the Frontline First: smarter government and announces that £11 billion a year of 
these savings will be delivered by 2012-13. 

£8 billion of the £11 billion to be delivered by 2012-13 are savings identified across 6.44 
the public sector by five external advisers to the Operational Efficiency Programme (OEP), 
through improving back office functions, IT, collaborative procurement and property 
running costs. Putting the frontline first: smarter government outlined the next stage in 
realising savings from back office and IT by setting out comparator benchmarks for central 
government and departmental plans. For example:

the Ministry of Justice will save around £65 million per annum in estates 	•
through rationalisation, co-location and moving posts out of London; and

the Department for Communities and Local Government (CLG) have set an 	•
interim benchmark of 65:1 on Human Resources to be achieved by 2010-11, 
after which they will work towards benchmark levels of 77:1 in line with the 
new government comparators. 

The additional £3 billion of savings a year by 2012-13 includes:6.45 

at least £500 million by reducing duplication between organisations and 	•
streamlining Arms Length Bodies (ALBs). As a first step, Putting the Frontline 
First: smarter government announced a rationalisation of over 120 ALBs across 
government, including reducing the number of bodies performing advisory 
or related functions by over 25 per cent, subject to the necessary legislation 
and consultation. By Budget 2010, a review will identify further options for 
rationalisation. This will include considering options for rationalising up 
to a third of DCMS non-museum ALBs, including streamlining ten DCMS 

Making 
government 

smarter
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advisory bodies and bringing forward plans for merging the UK Film Council 
and the British Film Institute; 

£650 million from cuts of 50 per cent in consultancy spend and 25 per cent in 	•
marketing and communications spend across government; 

£300 million by improving energy efficiency across the public sector to 	•
reduce energy demand and costs, cutting bills by around 10 per cent and 
contributing to climate change goals;

£170 million by taking further steps to maximise value for money in Home 	•
Office operational bodies focussing on immigration, crime and back-office 
support for the police, including through faster asylum claim processing 
saving;

£550 million from local government, including more efficient waste collection 	•
and disposal, reducing the burdens of inspection, assessment and reporting 
requirements from across government and measures to reduce duplication 
and inefficiency between different tiers of local government; 

£120 million from improvements to the administration of concessionary 	•
travel including shifting responsibility to county councils, speeding up the 
rollout of smartcards across the bus network and, subject to consultation, 
streamlining arrangements for reimbursing bus operators; 

£600 million from greater use of online systems and streamlining contact 	•
with the public, including: £35 million from providing business services and 
advice online and charging for schemes with the greatest benefit to business, 
£15 million from national rollout of ‘Tell Us Once’ (through which people 
only have to inform the Government once about a change in circumstance), 
and £500 million from more efficient use of automation, e-channels and 
telephony and greater risk profiling within HM Revenue and Customs 
(HMRC) and the Department for Work and Pensions (DWP);

£140 million from reducing the costs of the senior civil service by up to 20 per 	•
cent and cutting sickness absence amongst civil servants;

£92 million from protecting the environment more cost-effectively and 	•
making more efficient use of funding available under the Rural Development 
Programme for England; and 

further action to better manage and sell Government assets as detailed in 	•
box 6.3.

6.46  Going further, the Government has also looked at what other efficiences can be 
achieved across the public sector through better procurement, or through cutting lower-
value or lower-priority programmes or projects on the basis of the early findings of the PVP. 
The Government will continue to identify further opportunities for savings through the PVP, 
but the 2009 Pre-Budget Report can already announce £5 billion of additional savings 
by 2012-13:

£340 million from improved targeting of regeneration and housing growth 	•
funding, concluding the New Deal for Communities programme, prioritising 
regeneration and growth programmes to maximise value for money as the 
economy recovers, and saving public money by directly tackling the barriers 
to housing growth with a reduction in the impact of regulation on house 

Prioritising 
projects and 
programmes
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building. The Government, will assess the efficiency and effectiveness across 
government of interventions to tackle worklessness and promote growth and 
inclusion in deprived areas, and the institutions that deliver them;

£500 million from reducing spend on IT, including by reducing the cost and 	•
scope of the NHS IT programme;

£360 million of savings in the Criminal Justice System by improving case 	•
management, putting underperforming or expensive public sector prisons 
out to competition during 2010-11, and reforming legal aid;

£250 million from reducing variations in spend on residential care, including 	•
greater use of preventative approaches to care for older people allowing 
people to stay longer in their homes;

£170 million from smarter procurement of new rail franchises and additional 	•
trains, and by generating higher passenger revenues by increasing station 
car park capacity and clamping down on fare evasion. Reflecting long 
planning horizons for transport spending, the Department for Transport 
will be launching a study aimed at reducing future rail industry costs while 
increasing capacity, to get best value beyond 2014;

£1.4 billion from ending additional employment schemes introduced during 	•
the downturn when the economy recovers;

£300 million by reducing funding not directly supporting learner participation 	•
and lower priority adult skills budgets, increasing co-funding of training, and 
further efficiencies in the delivery of learning to focus spending on those 
people that need it most and on the skills most vital to Britain’s future; 

£60 million from the costs of concessionary travel by aligning eligibility with 	•
forthcoming changes in the state pension age. No one currently receiving 
these benefits will be affected;

£600 million from higher education and science and research budgets from 	•
a combination of changes to student support within existing arrangements; 
efficiency savings and prioritisation across universities, science and research; 
some switching of modes of study in higher education; and reductions in 
budgets that do not support student participation;

£160 million from clamping down on fraudulent access to social housing 	•
tenancies, and rationalising smaller Communities and Local Government 
(CLG) funded community programmes as well as ending time-limited 
schemes in CLG; 

£350 million of savings from the Department for Children, Schools and 	•
Families to be found from central budgets, NDPB efficiency savings and from 
reviewing pilots and programmes to focus on the most effective interventions; 
and

£13 million from ensuring payments made to public servants posted overseas 	•
reflect modern lifestyles and family circumstances.
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At the next Spending Review, the Devolved Administrations’ budgets will be 6.47 
determined in the normal way in line with the Barnett formula to reflect the budgetary 
changes made as a result of these savings and associated decisions on protecting key  
front-line priorities as outlined earlier in the chapter. 

Box 6.3 Operational Efficiency Programme – Asset strand

Asset Portfolio:

On 7 December 2009 the Government published the Operational Efficiency Programme: Asset 
Portfolioa alongside Putting the Frontline First: smarter government, setting out the next steps to deliver 
£16 billion from asset and property sales by 2013-14. 

The asset portfolio presents reviews of public sector businesses and seeks to open a dialogue with 
the private sector to explore alternative options for their management, including partial or full sale 
where appropriate.

In a number of cases the Government has now concluded that a partial or full sale is the right 
approach, and the following transactions are now being progressed:

the tote•	  – a sale process is expected to be launched during summer 2010 following the 
year end financial results of 31 March 2010;

Student Loans Portfolio•	  – as a securitisation option may not currently be a viable option, 
other ways to monetise the portfolio are now being explored and the Government will 
report on a feasibility study at Budget 2010;

Dartford Crossing•	  – following a review of capacity needs and concession structures 
currently underway, the necessary processes will commence during summer 2010;

High Speed 1•	  – preparations for sale are now at an advanced stage, and it is the 
Government’s intention to launch a sale process as soon as practicable following the 
introduction of domestic services on the line in December 2009; and

URENCO•	  – the Government will explore options to realise value from the UK’s stake, 
subject to security issues being addressed.

The portfolio also sets out the progress the Government has made in improving the management of 
its assets and the next steps to manage its assets more effectively – one of the five strategic priorities 
of Putting the Frontline First: smarter government – by laying out an asset management framework, 
and identifying new assets that will be considered in the next phase of work. Budget 2010 will report 
progress on the commercialisation of the assets presented in the portfolio, and the initial conclusions 
of the asset reviews under the new framework.

Property: 

As Putting the Frontline First: smarter government also announced, the Government has created 
a strategic property team within the Shareholder Executive to undertake a strategic review of 
different public sector estates management and ownership options. This will include assessing the 
feasibility of creating one or more property companies that would own and manage portfolios of 
public sector properties with a view to maximising efficiency.

To improve the incentive for more effective asset management planning and lock-in the benefits of 
the significant growth in capital investment since 1997-98, CLG will progress the technical aspects 
of introducing a formal depreciation-based funding scheme in the local government sector, and 
progress will be reported at Budget 2010.

a Operational Efficiency Programme: Asset Portfolio, December 2009
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6.48 Public sector workers are at the heart of delivering world-class public services and 
supporting long-term economic growth, prosperity and fairness. Following substantial 
investment in public sector pay since 1997, continued pay restraint will be important to 
support front-line service delivery while ensuring sustainable public finances over the 
medium term. The 2009 Pre-Budget Report sets out an ambitious package of measures on 
public sector pay. 

The Government has already proposed awards in the range of up to one per cent in 6.49 
2010-11 for key public service workforces not in multi-year deals. Going forward, the 2009 
Pre-Budget Report announces that the Government will seek a one per cent cap on basic 
pay uplifts across the public sector for 2011-12 and 2012-13, generating savings of £3.4 
billion a year by 2012-13.  

The Government expects senior staff to show leadership in exercising pay restraint. 6.50 
For 2010-11 the Government has proposed a freeze for senior groups including chief 
executives of non-departmental public bodies (NDPBs), senior civil servants, judges, senior 
NHS managers, consultant doctors and GPs. The 2009 Pre-Budget Report announces a set 
of fundamental reforms to pay-setting for senior staff, aimed at increasing the robustness, 
transparency and accountability of decision making across the public sector, including:

new scrutiny of pay levels above £150,000: the Chief Secretary to the Treasury 	•
will approve pay levels in excess of £150,000 for all civil service appointments 
and appointments to public sector bodies which are subject to Ministerial 
approval. This will also apply to all bonus payments of over £50,000 where 
Ministerial sign-off is needed. For public sector bodies where Ministerial 
approval is not required, the Government expects all organisations making 
senior managerial appointments in excess of £150,000 to publicly justify this 
level, and any bonus in excess of £50,000, to the relevant Secretary of State;

transparency and accountability: all public sector bodies subject to direct 	•
Ministerial control will be required to publish the salary, including benefits 
in kind and the level of any bonus, of named individuals paid more than 
£150,000 to the nearest £5,000 and the number of staff paid more than £50,000 
in £5,000 increments. The Government will expect all other public bodies to 
comply with this level of disclosure. Government departments will publish 
collective information on pay for senior staff in public sector bodies within 
their area of responsibility, and the Government has commissioned relevant 
audit or regulatory bodies to incorporate into their regimes certification that 
the relevant body operates remuneration policies which maximises value for 
money for the taxpayer; and

reviewing senior pay across the public sector: the Prime Minister will ask Bill 	•
Cockburn as Chair of the Senior Salaries Pay Review Body (SSRB) to report 
by Budget 2010 on senior pay across the public sector. The Government will 
work with the review to determine what legislative and non-statutory means 
are most appropriate to enforce compliance with pay and bonus principles 
and caps across the wider public sector.

Tough choices on 
public sector pay
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6.51 Since 1997, the Government has introduced reforms to tackle increasing pension 
costs arising from longevity; these include higher pension ages and reform of ill health 
benefits. In addition to these cost saving measures, the Government is implementing further 
significant reforms to public service pensions. Cap and share reforms to the Teachers, Local 
Government, NHS and Civil Service pension schemes will cap the contribution to pensions 
made by employers, thereby limiting the liability of the taxpayer as pensions become more 
valuable. Cost increases below the cap will be shared equally between employers and 
employees, and those above the cap met solely by employees. In addition, as part of cap and 
share, the Government will expect those earning the highest salaries to pay a greater 
contribution towards their pension. These reforms will save an estimated £1 billion a year 
from 2012-13, and at least twice this amount over the long-term.

Public service 
pensions
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