
 

 
4 The Spending Review framework 

well spent is the fair and responsible way to reduce the deficit. This is consistent with 
international best practice: IMF research suggests that spending reductions are more likely to 
deliver a successful fiscal consolidation and better economic performance.  

1.6 Under the previous Government, public expenditure was set to reach £704 billion this year, 
a historically high level of 48 per cent of GDP.1 Government receipts have averaged around 38 
per cent over the past 20 years, not exceeding 40 per cent in that time.2 Chart 1.A shows a 
widening gap between government expenditure and receipts in recent years, reaching 11 per 
cent of GDP this year.3 

Chart 1.A: Total Expenditure and Current Receipts as a percentage of GDP 
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Source: HM Treasury4 

 
1.7 Tackling a deficit of this scale requires urgent action. The Government has already set out 
how it will reduce spending this year by £6¼ billion by cutting waste. This involved taking some 
difficult decisions, but was essential to demonstrate the Government’s determination to get to 
grips with the deficit. The Government’s actions have already been endorsed by the conclusions 
of the G20 group of finance ministers in South Korea. 

1.8 But reducing spending this year is only the first step on a long road towards restoring good 
management of Britain’s public finances. Even tougher decisions will be required at the 
Spending Review. The Government is determined to take those decisions in a way that is in line 
with its values of freedom, fairness and responsibility. The Government will: 

• deliver its guarantee that health spending will increase in real terms in each year of 
the Parliament, and that 0.7 per cent of GNI with be spent on overseas aid by 
2013; 

• limit as far as possible the impact of reductions in spending on the most vulnerable 
in society, and on those regions heavily dependent on the public sector; 

 
1 Source: HM Treasury. March Budget 2010 
2 Source: HM Treasury. Data derived from National Statistics Public Finances statistical releases 
3 Source: HM Treasury. March Budget 2010 
4 Data derived from National Statistics Public Finances statistical releases 




