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The public spending challenge alies

1. Promises for public services and ‘no return to austerity’

2. Inherited spending plans are tight
= Last SR eroded by higher inflation and faster population growth

= Future plans imply real-terms cuts to ‘unprotected’ public services
and to government investment

3. £22 billion of in-year spending pressures only add to this

= Recent public sector pay decisions will put pressure on future years

Seems inevitable that the previous government’s spending plans will
need topping up — the key question is by how much?
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The Spending Review timeline alies

= Budget on October 30"
= Confirm departmental spending totals for 2024-25
= Set new departmental spending totals for 2025-26

= Set the overall path for spending for 2026—-27 onwards

= Spending Review next spring

= Allocate the overall pot between departments from 2026-27
onwards (to at least 2028-29)

= Setting day-to-day (RDEL) and capital (CDEL) budgets

= Not covered here: AME spending, including social security benefits
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What scale of top-up might be needed? alirs

= We focus here on the potential top-up needed by 2028-29

= Set out a range of illustrative scenarios for top-ups

= Key point: top-ups can get quite large, quite quickly, under
reasonable assumptions
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Scenarios for day-to-day top ups aliFs
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Top-up in 2028-29: £14 billion
Average growth: +1.2% p.a.

Previous government plans: +1.0% p.a.
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Existing commitments
imply real-terms cut to
‘unprotected’ public
services in 2028-29

No real-terms cuts No cuts to unprotected
to unprotected budgets as % of
budgets national income
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Scenarios for day-to-day top ups aliFs
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Top-up in 2028-29: £30 billion
Average growth: +2.0% p.a.
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£ billion extra in 2028-29 (cash terms)

+£9bn
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Pay pressures Manifesto No real-terms cuts No cuts to unprotected
in baseline promises to unprotected budgets as % of
‘ Y / budgets national income
‘Status quo’
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Scenarios for day-to-day top ups aliFs
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Top-up in 2028-29: £47 billion
Average growth: +2.8% p.a.
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At the 2021 Spending Review, FELn

Mr Sunak aimed for +3.3% p.a.
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£ billion extra in 2028-29 (cash terms)

+£9bn
0
Pay pressures Manifesto No real-terms cuts No cuts to unprotected
in baseline promises to unprotected budgets as % of
‘ Y / budgets national income
‘Status quo’
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Scenarios for capital top ups alirs
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Top-up in 2028-29: £19 billion
Average growth: +1.8% p.a.
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Top-up in 2028-29:

£6 billion

Average growth:

—0.8% p.a. +£4bN

£ billion extra in 2028-29 (cash terms)
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Manifesto promises No real-terms cuts to No cuts to overall CDEL
‘Status quo’ overall CDEL as % of national income
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Taken together alies

= Precise numbers matter less than the magnitude

= Under reasonable assumptions, total top-up could be large

= Avoiding real-terms cuts to unprotected RDEL and overall CDEL
would require a £40 billion top-up by 2028-29

= Spending would grow less quickly than Mr Sunak’s 2021 plans

= History suggests top-ups down the line are likely

= The decisions and choices made at these Spending Reviews will be
consequential, and possibly parliament-defining
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