
Deficit: the amount to borrow 

when annual government 

spending is higher than income. 

Debt: the overall amount of 

government borrowing (from 
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Recession. A sustained drop in 

economic activity (e.g. demand 

for goods or services). Often 

defined as a reduction in GDP 

over two financial quarters. 
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Chapter highlights 
1. The 2008 global economic crisis had a major impact on the UK government, which 

borrowed extensively to support banks and deal with the cost of recession.  

2. The 2010 Coalition government sought to address the UK’s annual deficit and overall 

debt problems by reducing public spending and reforming public services. 

3. This emphasis on ‘austerity’ reinforced a longer-term trend towards neoliberalism, 

emphasising state retrenchment in favour of individual and communal activity.  

4. Three approaches highlight key perspectives on these issues:  

• Policy analysis identifies how to address economic crises. For example, what is the 

size, urgency, and cause of the problem? What solutions should governments adopt? 

• Policy studies identifies how governments address the impacts of economic crisis. 

Which policies have governments favoured, and what has been their impact? 

• Critical policy analysis identifies and challenges inequitable processes and outcomes. 

For example, they highlight government choices to reduce social security spending, 

with a disproportionate impact on people with disabilities, women, and minoritized 

populations.  

 

Introduction: the shift to austerity politics 
The 2007-8 global economic crisis had a major impact on UK policy and policymaking (Box 

9.1).  It had three closely-connected elements: financial crisis, followed by recession and 

high government debt. The UK Labour government 

borrowed extensively to deal with an urgent financial 

crisis then to increase public spending to address the 

longer-term cost of the UK’s recession. This crisis was 

one of several to undermine Labour before the UK 

General Election in 2010 (Kavanagh and Cowley, 2010: 

19-44). The outcome was a Coalition government led by 

a Conservative Party (2010: viii) committed to a 

‘programme of public spending control that will deal 

with Labour’s debt crisis’. The Conservatives filled the 

most important positions, including Prime Minister 

(David Cameron) and Chancellor of the Exchequer 

(George Osborne). Both led a policy agenda dubbed ‘austerity’, and designed to abolish the 

government deficit in five years.  



Welfare. Part of social security 

spending (which includes the 

state pension). ‘Welfare’ can be 

described positively, but is 

often a pejorative term 

accompanied by ‘dependency’. 

Big Society. David Cameron’s 

(2010) phrase to encourage self-

reliance and community support 

or charitable action as an 

alternative to public services. 

 

‘Austerity’ is a modern example of Conservative-led 

governments describing action misleadingly as 

inescapable or natural (‘there is no alternative’ - 

Robinson, 2013) and in the ‘national interest’. Rather, 

UK action was driven by ideology and opportunism 

(Blyth, 2012: x; Haynes, 2015). It was a response to 

‘crisis’ but also an opportunity to reinforce a grand 

narrative of neoliberalism, emphasising state 

retrenchment in favour of market, individual, and 

communal activity (Chapters 4 and 5; Hay, 2013; Bach, 

2016). For example, the Coalition prioritised reducing 

welfare spending - such as by changing the rules to limit entitlement to unemployment 

benefits and place caps on child benefits – while promoting ‘Big Society’ initiatives.  

This UK approach was not part of a uniform international response to crisis. Many pursued 

more Keynesian approaches, to boost public spending to encourage economic growth 

(Haynes, 2015; Chapter 4). Nor did the UK deliver austerity policies consistently. 

Government spending dropped profoundly in some sectors, but also grew in others, and often 

grew overall (Hindmoor, 2019: 242-3). This experience highlights a government’s reliance 

on wider economic activity to deliver its promises: its policies did not produce the promised 

rise in economic growth, and there were knock-on effects for spending (such as tax credit and 

social security spending to address low-paid work and unemployment) (2019: 244). 

This chapter examines these issues through three lenses. First, policy analysis identifies how 

to analyse economic policy as a series of interconnected policy problems, engaging with 

longstanding debates on: what should be the role of the state in the economy, what size of 

government spending is appropriate, what size of deficit and debt is feasible, how much tax 

should a government raise, and what taxes should it use (explored in Chapter 4)? Approaches 

to these debates inform questions during economic crisis, including:  

• What is the size, urgency, and cause of each – financial, recession, and debt - 

problem?  

• What solutions should governments adopt? 

• If one solution is to reduce government spending, what should be cut? 

Second, policy studies situates this analysis in the context of real-world developments, 

exploring: 

• The extent to which governments control their own economic policies in a global and 

inter-connected economy.  

• The economic and social policies favoured by governments during ‘debt crisis’. For 

example, did the government actually deliver ‘austerity’? 

Third, critical policy analysis identifies who benefits or loses from these developments, and 

how to respond:  



• Who bears the costs for policy changes in the name of austerity?  

• Can we envisage a more inclusive form of policymaking, including collaborative 

governance between governments and stakeholders, to encourage more equitable 

forms of policy? 

In the conclusion, we ask how these experiences inform Westminster and complex 

government stories. The Coalition government employed the ‘government knows best’ 

approach to narrate its austerity agenda, but did it deliver? Or, did it become bogged down in 

the state reforms that frustrate all governments (Chapters 4 and 5)?    

Box 9.1 The cause of the global financial crisis 

In 2008, the Chancellor of the Exchequer (Alistair Darling) asked Lord Adair Turner, chair of 

the UK’s Financial Services Authority (FSA), to (1) report on the cause of the global 

financial crisis, and (2) recommend changes to regulation to ‘create a more robust banking 

system’ (2009: 5). The Turner Review (2009) describes ‘what went wrong’ as follows: 

1. ‘Macro-imbalances’ arise when some countries have major surpluses (e.g. China; oil-

exporting countries) and invest in countries with deficits (e.g. UK; US) (2009: 11-12). 

2. When they invest heavily in low-risk government bonds, the rate of return falls.  

3. It prompts financial actors to seek better returns via higher risk investments. 

4. One ‘innovation’ was the major expansion (from the 1980s) of ‘corporate bonds’. 

Credit is ostensibly ‘securitised’ (e.g. linked to an asset such as a mortgage for a 

house). However, the financial product’s role in a convoluted chain of credit is 

unclear, creating a false sense of the low-risk of investment (2009: 14-16).  

5. A rising proportion of loans being defaulted exposed a lack of diversification. Some 

organisations had issued too much credit, leveraged on loans that would not be repaid 

(e.g. to low-income families to fund US home ownership) (2009: 17-25).  

6. In 2007, this problem sparked a financial crisis, fuelled by a shift in investor thinking 

from ‘irrational exuberance’ (misplaced confidence in investments) to ‘confidence 

collapse’. It prompted investors to seek their money from financial institutions, and 

many collapsed when they could not repay loans so quickly.  

7. In 2008, governments intervened to prevent many bank collapses (2009: 25-7).  

8. The experience undermines common assumptions – of ‘efficient and rational markets’ 

- underpinning regulation. Regulators operated on the misguided assumption that that 

(a) market prices reflect economic value and (b) market discipline and competition 

manage risk and innovation well (2009: 39).  

UK financial actors were vulnerable to this problem via a global financial chain. Many also 

contributed heavily buy incentivizing and rewarding risky behaviour: prompting reckless 

attempts to buy other companies; and, increasing mortgage lending to people on low incomes 

on the assumption that rising house prices lowered risk (2009: 31; Thompson, 2014; Bell and 

Hindmoor, 2015: 199-234).  

https://www.youtube.com/watch?v=iPkJH6BT7dM


Policy Analysis: how to address the policy problem 

Step 1: how could governments define economic crisis as a policy problem? 

Problem framing includes an account of: the problem’s size (including severity and urgency), 

its cause, who it affects, and the extent to which the state should be responsible for 

intervention (Chapter 2). In this case, the severe crisis had three main elements (finance, 

recession, and debt), and was exacerbated by urgency: events unfolded at an overwhelming 

speed, prompting rapid decisions between limited options (such as spend big to save a bank, 

or face the consequences of its failure). 

First, there was a global financial crisis from 2007: ‘arguably the greatest crisis in the history 

of finance capitalism’ (Turner, 2009: 5; Box 9.1; Chapter 4). The biggest problems arose in 

the US and Europe (and the UK in particular). Some of the worst-hit banks described a 

temporary lack of liquidity: the inability to turn capital or investments into available funds as 

quickly as required by investors. However, many did not have enough productive capital: 

their investments were not likely to produce the required returns.  For example, the Royal 

Bank of Scotland (RBS) had engaged in ‘risky securities trading’, and HBOS overexposed 

itself to risky mortgage lending, sustaining ‘crippling losses’ to the extent that they ‘had to be 

taken over by another bank or nationalized’ (Bell and Hindmoor, 2015: 75). Without state 

intervention, this crisis could have knock-on effects, including the economic harm from a 

lack of confidence of banks and businesses in each other, and social harm and unrest if savers 

were unable to access their money or saw its value diminish (Kickert, 2012). This problem 

was acute in the UK because its financial sector represents a disproportionately large share of 

(1) global finance and (2) UK economic activity. Further, UK governments – Conservative 

and Labour – had overseen ‘light-touch’ regulation (via the FSA), with little desire to manage 

the risks taken by financial actors (Hodson and Mabbett, 2009: 1042-9; Chapter 5). 

Second, there was a crisis of recession and low economic growth from 2008, following the 

near-collapse of UK financial organisations. The government introduced a modest fiscal 

stimulus package to encourage spending, while the Bank of England used ‘quantitative 

easing’ and low interest rates to encourage spending (Chapter 5). Still, the UK recession 

lasted for five quarters (April 2008-July 2009) and shrunk the economy by 6%, and it took 

five years to return to that level of GDP (ONS, 2018).  

Third, there was a debt crisis from 2008. The UK government had ‘committed £117 billion in 

cash to purchase shares in and lend money to UK banks at the peak of the 2008 crisis’ and 

‘insured around £600 billion of financial assets and guaranteed £250 billion of wholesale 

bank borrowing’ (Bell and Hindmoor, 2015: 198; compare with £300bn devoted to COVID-

19 policies, Chapter 6). UK government debt rose from 42% to 85% of GDP from 2007-10, 

aided by the willingness of major investors to buy low-risk-low-return government bonds 

during crisis (Bell and Hindmoor, 2015: 67). This massive rise in debt had followed Labour’s 

previous commitment to ‘fiscal prudence’ and to limit government debt to 40% of GDP 

(Hodson and Mabbett, 2009: 1047), and limited the government’s ability to produce more 

ambitious fiscal stimulus measures.  



What caused these crises to happen or get worse? What are the policy implications? 

The cause and implications of crisis are highly contested, such as relating to (1) the global 

financial system prompting crises outside of government control, or (2) government 

mismanagement. For some, the problem is systemic: the free market and capitalism, 

combined with state retrenchment, causes major economic problems and inequalities 

(Bresser-Pereira, 2010). Further, UK policies helped banks and businesses to receive the 

rewards but not the penalties of risky investments. Therefore, if governments know that they 

will have to bail out banks, they should receive a greater share of rewards and/ or make sure 

that their regulations are substantive, well enforced, and effective enough to prevent crises. 

Such narratives highlight the role of corporate sector greed, governments ‘captured’ by 

financial elites, and the misguided policies of both parties of UK government over decades. 

This was a crisis of neoliberalism - and a failure of the governing and financial elite - 

disproving the notion that free markets could be self-regulating or that ‘light-touch’ 

regulation was appropriate (Box 9.1).  

The party political debate, during the 2010 election campaign, focused on the importance of 

competent government and the trade-off between prioritising fiscal stimulus or reducing 

deficits. The incumbent Labour Government sought to avoid blame for the domestic 

consequences of global events such as financial crises. It emphasised the catastrophic 

consequences of not intervening to support banks (the cessation of lending and spending) and 

address the impending recession (the rise in unemployment and poverty) (Darling, 2010).  

The opposition Conservative Party blamed the Government’s mismanagement of the 

financial sector and the economy, including its tendency to over-commit the state, overspend, 

and not use boom years to reduce debt (Osborne, 2009; Conservatives, 2010; Tailsby, 2012; 

NEF, 2012; 2013; Gamble, 2012; 2015). It argued that, without quicker and deeper spending 

cuts, the UK would lose international economic credibility and its ability to service 

government debt would be in doubt (Osborne, 2010). It also drew on think tanks – such as 

Policy Exchange and the Centre for Social Justice – to propose welfare state and public 

services retrenchment (Pautz, 2011; McKay, 2009; Guy, 2009; Fazackerly and Quarmby, 

2009). The CBI’s Director General found that there wasn't a ‘huge amount of difference’ 

between political party deficit reduction plans - because Labour proposed some service cuts 

and the Conservatives excluded the big-spending NHS - but plans to abolish the deficit in 5 

(Conservative) rather than 10 years (Labour) remain significant (Shaikh, 2010).   

Step 2. Identifying feasible solutions: what should they do? What should 

they prioritise? 

Solving the financial crisis 

There was some support in the US for letting irresponsible banks fail, to encourage financial 

actors to behave prudently (Grossman and Woll, 2013; Rosas, 2009). However, initial 

failures – such as of Lehman Brothers in the US (September 2008) – had major ripple effects, 

exposing the interconnectedness of financial markets and a lack of knowledge about what 

would happen if more failed (Peston, 2009).  

In the UK, first-hand accounts by the Prime Minister, Chancellor, and Governor of the Bank 

of England (Brown, 2018; Darling, 2012; King, 2014) highlight the infeasibility of letting 

https://policyexchange.org.uk/publications/page/48/#:~:text=Escaping%20the%20Poverty%20Trap%3A%20How%20to%20help%20people%20on%20benefits%20into%20work
https://policyexchange.org.uk/publications/page/49/
https://policyexchange.org.uk/publications/page/49/
https://www.reuters.com/article/britain-cbi-idUKLNE5AJ00220091120
https://www.bbc.co.uk/blogs/thereporters/robertpeston/2009/11/the_treasury_hedge_fund.html


banks fail (BBC News, 2008; Elliott, 2009). Financial collapse would be socially damaging 

and unpopular with voters (political feasibility). The ‘contagion effect’ – when one 

bankruptcy impacts many others – could be disastrous to the economy, and more costly than 

bailouts (technical feasibility). The government set an early precedent by rescuing Northern 

Rock in September 2007 (Chapter 5), and experiences such as Lehman reinforced the view 

that the UK government should not let UK banks fail.  

In that context, the main focus was on how to save them. The government nationalised 

Northern Rock (February 2008), bought the majority of shares of the RBS (initially over 60% 

then over 80% in 2009) and a minority of Lloyds (43% in 2009), and provided insurance and 

loan guarantees to others (Bell and Hindmoor, 2015: 198; Sibert, 2009; Stacey and Goff, 

2012). This sectoral bailout plan rested on ‘a Bank Recapitalization Fund for £50 billion’, a 

‘Credit Guarantee Scheme (a government loan guarantee for new debt issues between UK 

banks for up to £250 billion)’ and, ‘short-term loans made available through a Special 

Liquidity Scheme operated by the Bank of England, for £200 billion’ (Grossman and Woll, 

2013: 590). The government also used Banking Acts in 2008 and 2009 to boost its powers to 

intervene to address failing banks.  

Solving the crisis of recession and low growth 

Solving the crisis of low economic growth was another matter, and subject to the debates 

between different versions of neo-Keynesian and neoliberal approaches (Chapters 4 and 5). 

There were some calls to see the financial crisis as a sign that neoliberal policies (from the 

late 1970s) had failed. The response should be a more interventionist state, including: greater 

public ownership of essential utilities and services, more stringent government regulation of 

business and finance, and more progressive – individual and business - taxation to 

redistribute wealth and fund spending geared towards environmentally sustainable economic 

growth (White, 2012: 12; Murray, 2009). 

While no major political party saw this state transformation as politically feasible, this 

reference point helps to separate the parties and signal a shift of policy from 2010. The 

Labour Government favoured mildly-Keynesian fiscal policies to prioritise economic 

recovery and growth (and poverty reduction), with deficit-reduction as a lower priority or 

longer-term aim (Darling, 2010; 2012). It aimed to use state spending to stimulate demand 

directly, and reduce some taxes to encourage consumer spending (although the growth in its 

debt limited the proposed cost of fiscal measures to around £20bn). Measures included a 

temporary reduction of VAT (17.5% to 15%),  £20bn small enterprise loan scheme,  and 

‘stamp duty holiday’ for buyers of homes worth less than £175,000 (offset somewhat by 

measures including a new 50% marginal tax rate on income above £150,000) (Kickert, 2012; 

IFS, 2017; Webb et al, 2011). In addition, the Bank of England - responsible for monetary 

policy - sought to minimise the cost of borrowing (by cutting interest rates), improve bank 

liquidity, and maintain price stability to improve individual and business confidence (Deleidi 

and Mazzucato, 2018).  

Solving the debt crisis 

In contrast, the Conservative party opposing Labour’s fiscal stimulus since further deficits 

would exacerbate already large government debt (Grice, 2008), proposing a return to ‘low 

http://eprints.lse.ac.uk/49484/1/White_Left_and_Right_in_the_Economic_Crisis.pdf
https://www.tandfonline.com/doi/full/10.1080/09540962.2012.676273?casa_token=kxWwu1gL4-sAAAAA%3ABPSQMYKJgnM2xJ-ig1O3mHl6xKnQemoW7xuMdwRaxN3b5luVfaVjFNJA9s4g-VKSaqaA6d72HPHoL_0
https://ifs.org.uk/tools_and_resources/fiscal_facts/fiscal-response-crisis
https://commonslibrary.parliament.uk/research-briefings/sn04968/
https://www.ucl.ac.uk/bartlett/public-purpose/sites/public-purpose/files/iipp-pb-03-qe-16-08-2018.pdf
https://www.ucl.ac.uk/bartlett/public-purpose/sites/public-purpose/files/iipp-pb-03-qe-16-08-2018.pdf
https://www.independent.co.uk/news/uk/politics/tory-back-bench-disagrees-with-cameron-over-tax-cuts-1032197.html


Eurozone crisis (from 2009). Some Eurozone countries raised government borrowing to 

high levels (e.g. Greece’s debt was 150% of GDP), with interest payments undermining 

current spending, and a realistic prospect of loan defaulting. To satisfy markets (and meet 

the conditions of EU, ECB, and IMF ‘bailouts’), they cut public spending, which 

exacerbated recession (Hindmoor and Bell, 2015: 68; Exadaktylos  and Zahariadis, 2014). 

taxes and sound money’ (Cameron, 2008). It sought to define the crisis as primarily of debt 

and deficits, caused by Labour mismanagement, rescue packages, and lower tax revenues 

following recession. It also used the Eurozone crisis as a cautionary tale, to assert the 

urgency of reducing government debt to sustainable levels (Osborne, 2010; Blyth, 2012).  

The ‘cleaning up Labour’s mess’ rhetoric dominated the Coalition government approach to 

economic crisis. It publicised a note, left by the outgoing Chief Secretary to the Treasury, 

declaring ‘I am sorry, there is no money left’ (Crines, 2013; Montgomerie, 2016; Sowels, 

2011). The new government argued that it symbolised a reckless ‘gap between public 

expenditure and government revenues’ which ‘left the UK economy especially exposed to the 

effects of the global financial crisis’ (Hopkin and Rosamond, 2017: 647). Its predilection for 

‘Big Government’ caused this crisis, which could only be answered by the smarter 

management of a smaller state (Williams et al, 2014;  Lansdale, 2013). 

The Coalition also related this focus on debt urgency to the appropriate role of the state - in 

relation to welfare spending and public services – to highlight the need for ‘public sector 

reform’ rather than higher taxes (compare with Thatcherism in Chapter 4). Their preference 

was an 80 cuts:20 tax increases ratio, geared towards a ‘cyclically adjusted current deficit 

(the overall deficit less government investment) of zero’ before the next election in 2015 

(Wren-Lewis, 2016: R6). This move would include plans to reduce government department 

budgets by £81bn by 2015, ‘with a quarter of that total to come from the welfare budget’ 

(Tailsby, 2012: 449).  

Step 3. Using values and goals to compare solutions, and Step 4. Predicting 

the outcomes of solutions 
Chapters 6-8 suggest that steps 3 and 4 were not a strong feature of policy debates. High 

uncertainty (COVID-19), the avoidance of meaningful comparison in relation to goals and 

values (Brexit), and/or the low regard for cost benefit analysis (climate change) undermined a 

systematic assessment of likely trade-offs and impacts. In comparison, there were signs of 

relatively explicit value-based trade-offs in relation to Labour versus Conservative led policy 

agendas. While Labour emphasised the need to stimulate the economy to take the UK out of 

recession, and use spending to address its unequal impacts (such as in relation to poverty), the 

Conservative party highlighted excessive spending and debt linked to a too-generous welfare 

state and too-large collection of public services. Voters could expect austerity measures if 

they voted Conservative. The Conservatives also built (optimistic) expectations into state 

retrenchment plans, predicting that the private sector would drive higher economic growth 

when the state stopped ‘crowding out’ its activities (Gamble, 2012; Berry and Hunt, 2015). 

https://www.bbc.co.uk/news/uk-politics-24371521


G20. Group of 20 (19 

countries and the EU). An 

international organisation 

that seeks a ‘strategic role 

in securing future global 

economic growth and 

prosperity’ and accounts 

for 80% of global GDP 

(G20, 2022).  

Step 5. Making recommendations.  
Chapters 6 and 8 suggest that complex policy problems defy simple recommendations. In 

contrast, the Conservative party presented a short and concise account of the policy problem 

and how to solve it: reject Labour’s reckless spending and debt exacerbating approach, in 

favour of a period of state retrenchment to abolish the deficit, then use the proceeds of growth 

to cut the debt. 

Responding to crisis: is economic policy out of UK government 

control? 
Chapters 4 and 5 chart the long-term trajectory of UK economic policy, contrasting post-war 

Keynesian policies with neoliberal policies from the mid-1970s, but also identifying neo-

Keynesian policies that combined elements of both (see also Berry, 2016; Fielding, 2001; 

Jessop, 2004; Smith, 2009; Griffiths and Hickson, 2009; Ludlam, 2005). For example, 

governments still sought to encourage borrowing to spend, to boost demand and economic 

growth, but relied increasingly on private rather than public debt (and gave responsibility for 

monetary policy to the Bank of England).  

In that context, key cases of economic crisis suggest that the content or impact of government 

policy was out of UK government control (and currency fluctuations also defy domestic 

control, even in the absence of crisis - Delis and Ioannidis, 2021). Put a different way, 

ministers lost control when their policies made a demonstrable contribution to policy failure, 

resulting in immense pressure to change policy dramatically and/or face an electoral loss 

(Chapters 4 and 5). First, the neoliberal shift in the 1970s began with a crisis of UK economic 

performance and government borrowing, with organisations like the IMF prompting Labour 

to begin the reforms that became so associated with Thatcher governments. Second, the UK 

variant of neo-Keynesian policies (which began long before Labour in 1997) contributed 

eventually to the financial crisis. Further, the ‘Big Bang’ of financial deregulation in 1986 

symbolised a new tendency for both parties to favour ‘light touch’ regulation (Bellringer and 

Michie, 2014; Crotty, 2009; Darling, 2012), while the accumulation of private sector debt and 

risky bank activity fuelled global economic crisis (Hay 2011: 246; Oren and Blyth, 2019: 

606; Berry, 2016; Bach, 2016). 

Controlling the crisis narrative 

Governments may not control the events or conditions that 

influence their choices, but they often provide effective 

narratives of crises to signal the need for – otherwise highly 

unpopular - policy change (Boxes 3.1 and 5.3). For example, 

Labour used a crisis frame to sell grave warnings about the 

economic and social cost of inaction (Darling, 2012; King, 

2013; Brown, 2018). Further, its narrative and response to 

economic crisis influenced other countries (Krugman, 2008). 

It bolstered G20 efforts to coordinate national policy responses, urging “‘rapid effect’ tax 

cuts, spending increases, and interest rate cuts’ to avoid the recessionary effect of reduced 

spending (Lawder and Jarry, 2008; MacLeavy, 2013; Krugman, 2010; 2015).  

https://www.reuters.com/article/us-financial-summit1-idUSTRE4AD7AK20081116


Then, the Conservative-led government’s response to the ‘debt crisis’ was to use the 

opportunity to pursue ‘an ideological commitment to neo-liberalism’, which sat ‘comfortably 

with the pursuit of austerity measures that it presents as necessary for pragmatic reasons’ 

(Mitton, 2016: 751; Van Reenan, 2013).  This commitment is shared by centre-right actors, 

including think tanks (such as Policy Exchange, Reform, and the Institute for Economic 

Affairs), business actors (including Conservative party donors in the financial sector), and 

media outlets (such as the Spectator and Daily Telegraph), generating political support for 

austerity and opposing the alternatives. Further, Osborne claimed ‘that the situation he had 

inherited was much worse than he had expected’, signalling that ‘urgent action needed to be 

taken to bring the public finances under control’ (Gamble, 2015). This argument represented 

one of seven parts of the austerity narrative described by the New Economics Foundation 

(nef, 2012: 2):  

1. Excessive debt is dangerous. 

2. Britain is broke. 

3. Austerity is a necessary evil. 

4. Big government is bad government. 

5. Welfare is a drug, and government action should not encourage a welfare culture. 

6. Reform government to reward strivers and punish skivers.  

7. We need to fix Labour’s mess quickly. 

In many respects, the Conservative-led austerity narrative was a greater success than the 

policies it prompted, not least because each element is highly contested. First, UK debt levels 

were high but low interest rates made them affordable (Skideslsky, 2012; Krugman, 2010). 

Second, the ‘broke’ argument relies on a misleading household debt analogy (Blyth, 2012; 

Krugman, 2015). Third, the actions of other governments demonstrated that there were 

alternatives to austerity as a growth or deficit reduction strategy (Milmo, 2012). Fourth, the 

idea that too much public investment ‘crowds out’ private endeavour is highly contested (and 

not always followed by Conservative governments - Berry and Hunt, 2015). Fifth, ‘welfare 

dependency’ is an assertion rarely backed by evidence (Harkness et al, 2012; Wiggan, 2012). 

Finally, successive governments found that (for example) in-work poverty undermined their 

assertion that ‘strivers’ do not benefit from government support. Nevertheless, this rhetoric 

seemed to be popular (nef, 2012), and contributed to Conservative electoral success in 2015 

(Gamble, 2015; Harrison, 2021). 

Did the Coalition government actually deliver ‘austerity’ 

reforms? 
The Coalition government drew on the Westminster story of central control, and ‘government 

knows best’ narrative, to promise a ‘radical programme for a radical government’ geared 

towards state retrenchment (Cairney, 2012: 231; Taylor-Gooby, 2012; Grimshaw and 

Rubery, 2012). ‘Austerity’ involved spending cuts, tax reforms, and public sector reforms, 

plus a surprising hike in University charges (Box 9.2). The UK government largely makes 

these tax and spending changes across the UK, but with different effects in devolved 

territories (Box 9.3).  

https://www.theguardian.com/business/ng-interactive/2015/apr/29/the-austerity-delusion
https://www.theguardian.com/politics/2012/oct/19/alternatives-austerity-ideas-across-spectrum
http://speri.dept.shef.ac.uk/2015/08/31/austerity-rests-thesis-government-doesnt/
https://www.jrf.org.uk/sites/default/files/jrf/migrated/files/poverty-culture-behaviour-full.pdf


Box 9.2: The unexpected rise in higher education fees 
The Coalition government raised higher education fees - in England - to levels not foreseen 

by Thatcherite governments (Chapter 4). Universities in England now generate over £20bn in 

‘tuition fees and education contracts’ (HESA, 2022). The Labour government had increased 

fees for domestic students - to £1000 per year in 1997 and – in England - £3000 in 2003 

(funded by low interest loans) – to foster HE expansion and widen participation while 

limiting costs (Blunkett, 1997; Carasso and Gunn, 2015; Hillman, 2016).  This move was 

opposed by the National Union of Students (NUS) and many Labour MPs (and, initially, the 

Conservatives), prompting Labour’s (2005: 40) manifesto promise not to raise fees further 

before 2010. Instead, it commissioned Lord Browne (CEO of British Petroleum) to lead a 

review of the sustainability of HE (published after the 2010 election). The Browne report 

(2010: 4-5) identified six principles: greater HE investment, student choice (where and what 

to study), reducing financial barriers, allowing no up-front costs, deferring loan repayments 

until employment (with payments linked to income), and parity between part and full time 

students. It recommended allowing Universities to ‘charge different and higher fees provided 

that they can show improvements in the student experience and demonstrate progress in 

providing fair access’ (2010: 3).   

The Coalition government’s response was to allow Universities in England to charge up to 

£9000 per year, which they all did (on the condition of following schemes to widen access for 

low-income and under-represented groups - Dearden and Jin, 2014). The move was opposed 

by the NUS and organisations promoting equity (Carasso and Gunn, 2015). It was also 

somewhat unexpected. The Coalition Agreement did not predict it (UK Government, 2010). 

The Conservatives (2010) had been vague, but with the Minister for Universities and Science 

keen to reform (Carasso and Gunn, 2015) and Chancellor keen to reduce the deficit. The 

Liberal Democrat manifesto (2010) had promised to ‘Scrap unfair university tuition fees’ and 

its leader – Nick Clegg – backed this pledge during the campaign (Butler, 2021; Clegg, 

2016). However, the leadership saw it as a low priority, wanted to remove it, but accepted its 

inclusion because it had ‘grass roots’ support (Butler, 2021; Channel 4 Fact Check, 2018). 

Then, it agreed to policy change and followed Collective Cabinet Responsibility to support it 

publicly (Kippin and Pyper, 2021). Clegg eventually apologised for pretending to support fee 

cuts (Cutts and Russell, 2015).  

The £3000 then £9000 fees in England contributed to divergence across the UK, but put 

pressure on devolved governments to converge (Keating et al, 2012; Cairney et al, 2022: 79; 

Cairney, 2012: 192-3; Gallagher and Raffe, 2012). The Labour-Liberal Democrat Scottish 

Government (in 2000) reduced the £1000 fee and did not follow the £3000 rise, and SNP 

government legislation (in 2008) abolished tuition fees for Scotland-domiciled students. The 

(Labour led) Welsh Government responded to the £3000 per year fees by targeting fee 

reductions (around £2000) for Welsh students at Welsh Universities, then introduced £9000 

fees and means-tested grants. Policy in Northern Ireland largely converged with England by 

2006, but the Executive froze or reduced fees for NI students studying in NI (they are about 

half the fee in England). Each devolved system charges England-level fees for UK students 

outside their territory (but most Scottish Universities do not charge for their 4th year). 

https://eric.ed.gov/?id=EJ1160147
https://academic.oup.com/pa/article/68/suppl_1/70/1403259?login=true


The major reduction of public spending in some sectors 

The Coalition government turbo-boosted measures to reduce ‘welfare state’ funding, such as 

to make it more difficult to claim social security benefits, restrict entitlement, or reduce 

spending per person (MacLeavy, 2013). It ramped up the ‘welfare to work’ reforms - to 

develop ‘employability’ - initiated by Labour (Cairney and St.Denny, 2020: 172-3). They 

were built on the belief that: employment is key to mental health and wellbeing (and a way to 

reduce unemployment benefits); the social security system is too focused on demonstrating 

the inability rather than ability to work; and, the jobs are there for people who are willing to 

work (2020: 173). The Labour government commissioned the Black Review which 

recommended that GPs stop issuing ‘sick notes’ in favour of ‘fit notes’ to describe how they 

can work and what would help boost their employability (Black, 2008: 12). Labour also set 

up a contract with private company ATOS to pilot the Work Capability Assessment (WCA) 

used by the Department for Work and Pensions (DWP) to determine eligibility for disability-

related benefits.  

The Coalition government repurposed this approach to prioritise austerity (rather than, say, 

wellbeing), attaching strict conditions to the mandatory WCA process (Mattheys, 2015), and 

overseeing processes that alienated claimants (Grover, 2014). It increased sanctions for 

jobseekers who failed to meet the Job Centre’s requirements for job seeking activity. Further, 

it sought to introduce ‘Universal Credit’, or a consolidated benefits scheme to adjust more 

quickly to changing circumstances and reduce unintentional incentives to remain out of work 

(Timmins, 2016; Beatty and Forthergill, 2014). Other examples of reduced spending include: 

• Salient examples to sum up the punitive tone of reforms. Reduced housing benefits to 

incentivise people to not have spare housing capacity became known as the ‘bedroom 

tax’ (Gibb, 2015; Mitton, 2016). A two-child limit for relevant benefits and tax 

credits, unless the claimant can demonstrate that another child ‘is born as a result of 

non-consensual sexual intercourse’, is often called the ‘rape clause’ (Machin, 2017). 

• Local authority spending in England fell by 13% between 2009/10 and 2018/19, 

largely due to a shrinking central government contribution (Johns, 2020: 3).  

• A public sector wage freeze amounted to a real-terms cut in many sectors (Powell and 

Booth, 2021).  

• Some departmental budgets were reduced significantly, including Justice (roughly 

25%) and aspects of Education (Bolton, 2014: 3; Bolton, 2021). 

Reforms to taxation 

The government modified taxes, but without signalling radical reforms to taxation (Adam and 

Roantree, 2015). Revenue raising changes included raising VAT from 17.5% to 20% and 

National Insurance by 1%, while reducing tax expenditures on pensions, while tax cuts 

included increasing the income tax threshold, reducing corporation tax (28% to 20%, the 

lowest in the G20 - Maffini, 2015),) and real-terms cuts to fuel duties. The net effect was 

£16bn extra revenue per year by 2016 (£18-19bn at 2020 prices, using the GDP deflator). 

https://oxfordtax.sbs.ox.ac.uk/business-taxation-under-coalition-government


Reforms to the public sector 

Much like Labour in 1997, the Coalition government sought to ‘reform’ or ‘modernise’ the 

public sector (HM Government, 2010), drawing on NPM ideas to extend consumer/citizen 

choice and contracting out the delivery of public services to private or third sector 

organisations (Chapter 4; National Audit Office, 2013; Levitas, 2012; Raynor, 2020). This 

includes the use of ‘payment by results’ systems, such as to incentivise the private companies 

paid to reduce the number of people who are long-term unemployed (Carter and Whitworth, 

2015). The Coalition also experimented with contracting out some aspects of police services, 

while creating directly elected regional Police and Crime Commissioners to oversee each 

force (White, 2015), and replaced Regional Development Agencies with private sector-led 

Local Enterprise Partnerships (LEPs) (Berry, 2019). 

Unlike Labour, it favoured the idea of decentralisation, to replace centrally directed target-

based approaches with localism (Cameron, 2011; Williams et al, 2014: 2800). However, this 

rhetoric is misleading since the government also cut local authority budgets, to let them 

decide ‘where the knife fell’ (Eagle et al, 2017). They went from Labour’s ‘targets and 

money’ to the Coalition’s ‘no targets, no money’ (Matthews, 2016: 315-18). 

Box 9.3 Austerity and devolved government policy 
From 1999, devolved governments had limited powers to raise money. They could influence 

local council taxes, business rates, and the ability to charge for public services (the Scottish 

Parliament could also change UK income tax by 3p in the pound). Their budgets were largely 

provided by the UK government, but each settlement allowed for higher per person spending 

in Northern Ireland, then Scotland, then Wales, which was higher than in England overall 

(Birrell, 2012: 29; Brien, 2021). The ‘Barnett Formula’ provided routine annual changes to 

budgets, but not a successful way to ‘depoliticise’ funding (Birrell, 2012: 29-35). Pro-Union 

political parties in Scotland would describe higher funding positively as the ‘Union dividend’ 

(a view rejected by supporters of Scottish independence), Welsh politicians would criticise its 

government’s lower per capita settlement, and there was a ‘growing perception in England 

that Scotland receives more than its fair share’ (Cairney and McGarvey, 2013: 225, citing 

Wyn Jones et al., 2012).  

Devolved governments had high autonomy to spend their own budgets and direct the delivery 

of public services. Welsh and Scottish governments signalled policy divergence from the UK, 

in favour of traditional (state-led) forms of service delivery (Chapter 4). Examples of more 

universalist provision in devolved territories (including fewer charges for NHS prescriptions 

or University tuition – Box 9.2) and Scotland-specific initiatives such as ‘free personal care’ 

for older people, bolstered the idea of better-funded governments diverging from UK 

government neoliberal policies (Keating et al, 2012). 

These differences were already clear when all three governments in Britain were Labour-led, 

and when UK and devolved public expenditure had risen considerably in the first decade of 

devolution. They became starker when the SNP controlled the Scottish Government from 

1997, Labour left UK office from 2010, and UK and devolved budgets fell or remained static 

over the next decade. Welsh and Scottish governments were critical of the Coalition 



government’s insistence on austerity; all three explored how to use devolved powers to 

mitigate its effects (Scottish Government, 2019; Welsh Government, 2018; Ifan and Sion, 

2019; Taylor-Collins and Downe, 2021; IFS, 2021; MacFlynn, 2015; NIdirect, 2021). More 

recently, the Scottish Government has developed a nascent Scottish social security system, 

after the Scotland Act 2016 extended its powers to disability and housing benefits (plus 

income tax and some aspects of VAT).  

Did the Coalition government deliver austerity? 

The Coalition government was more successful at projecting austerity than achieving more 

fundamental aims or outcomes. First, key aspects of policy were not in their full control, or 

did not work as intended when delivered. Initial spending cuts were followed by recession in 

2012, prompting even the IMF’s Director to question the pace of cuts (Stewart, 2012; Elliott, 

2013). The initial lack of growth had a negative knock-on effect for unemployment and social 

security spending (2019: 244; Chapter 4) and the shift to ‘fit notes’ did not seem to boost 

employment (Dorrington et al, 2018). Then, the relaxation of austerity measures was 

followed by economic growth (Hindmoor, 2019: 242-3). Second, the coalition avoided 

defunding in key areas: governments prefer to make the NHS more efficient and increase 

funding (Chapter 4), and not look like they are cutting pensions; and, demand for services or 

payments is driven heavily by demographic change. The overall Coalition effect was major 

reductions in key areas, but fluctuations in overall spending (Chart 9.1). 

 

[Chart 9.1 will be trends in public expenditure as a % of GDP] 

 

Third, the government changed taxes but not the tax system: 

‘VAT has been increased but its base not broadened. Fuel duties have been cut but 

their increasing unsuitability for tackling congestion has not been addressed. 

Corporation tax has been cut but its base continues to distort investment and financing 

decisions. Income tax and NICs rates and thresholds have been changed but the two 

taxes have not been integrated. Business rates have been cut but made more unstable 

and continue to discourage property intensive production. Council tax has been cut 

but allowed to get ever more out of date. Inheritance tax has been increased but its 

loopholes untouched. Capital gains tax has been increased but with no clear strategy 

for dealing with the tension between minimising disincentives to save and minimising 

avoidance opportunities’ (Adam and Roantree, 2015: 2). 

Fourth, it is difficult to identify a clear effect of public sector reforms (rather, Chapter 4 

shows that they are part of a continuous rhetoric of modernisation). The Big Society was 

vague and short-lived (Levitas, 2012).  It fostered big ideas - ‘decentralisation and 

community empowerment’ (Williams et al, 2014) – but Cameron lost interest over time. It 

also boosted the formation of ‘public service’ mutuals, and a number of ‘stakeholder mutual’ 

Co-operative Schools, not envisaged by the Conservatives (Kippin, 2021; Birchall, 2012; 

Woodin, 2019). The Universal Credit reform began disastrously, albeit with the longer-term 

https://www.gov.scot/news/challenging-uk-austerity-and-uncertainty/#:~:text=%E2%80%9CAusterity%20is%20a%20choice%20%2D%20and,as%20much%20certainty%20as%20possible.
https://gov.wales/uk-government-must-end-austerity-and-provide-much-needed-funding-boost-public-services-and-economy
https://www.cardiff.ac.uk/__data/assets/pdf_file/0009/1699776/WFA-Spending-Round-2019-Briefing.pdf
https://www.cardiff.ac.uk/__data/assets/pdf_file/0009/1699776/WFA-Spending-Round-2019-Briefing.pdf
https://www.nerinstitute.net/blog/austerity-northern-ireland-where-are-we-and-where-are-we-going
https://www.theguardian.com/business/2012/oct/13/imf-george-osborne-austerity-76bn
https://www.theguardian.com/politics/2013/apr/18/george-osborne-imf-austerity
https://www.theguardian.com/politics/2013/apr/18/george-osborne-imf-austerity


potential to work as intended (Timmins, 2016; Norris and Rutter, 2016). Police reforms did 

not come to much (White, 2015). 

The Coalition also followed a long tradition of promising to cut bureaucracy and unelected 

quangos but only engaging superficially. Gimmicks included the ‘one in one out’ rule for 

regulations, and the ‘red tape challenge’, inviting ‘interested parties’ to identify which 

regulations should go (Cameron, 2011). The government also cut the number but not 

spending of quangos (Hood and Dixon, 2015; Institute for Government, 2012; Pike et al, 

2018; Flinders and Skeltcher, 2012: 328; Tonkiss and Skelcher, 2015; Box 4.2). The latter 

highlights the misleadingly selective categorisation of data by successive governments, which 

hinders a straightforward assessment of policy success (for example, the Thatcher 

government reduced unemployment on paper by (a) measuring only those claiming 

unemployment benefits successfully, and (b) expanding the use of ‘sickness’ benefits – 

Webster, 2002). 

Critical Policy Analysis: who bears the cost of austerity? 
Austerity policies produce intended and unintended consequences, such as to cause unequal 

outcomes and exacerbate the marginalisation of some populations. Some outcomes are high 

salience, while others receive minimal attention. For example, the austerity narrative contains 

explicit statements about who should benefit from state intervention or retrenchment. As Box 

3.5 describes, politicians assert simple value judgements based on social stereotypes, to 

reward ‘good’ social groups with government support and punish ‘bad’ groups with sanctions 

or reduced support. These judgements inform policy design, including government 

regulations and targeted funding, and the actions of front-line delivery organisations (Chapter 

3). Policy design and delivery sends encouraging or alienating signals to citizens or social 

groups, indirectly via media or directly when they seek social security or supportive services. 

Schneider and Ingram (1993; 1997) identify four categories of groups, according to their 

social construction and resources to challenge or exploit it: 

• Advantaged groups are treated positively and can act to enjoy the benefits (e.g. small 

business groups).  

• Dependents are treated positively but cannot act collectively to exploit this image (e.g. 

the vague notion of ‘strivers’). 

• Contenders are treated negatively but can challenge this image and negotiate benefits 

behind the scenes (e.g. bankers). 

• Deviants are treated negatively, and are unable to challenge negative government 

action. 

Government portrayals of welfare claimants as ‘skivers’ drive them to the ‘deviants’ category 

(O’Grady, 2019). Coalition ministers (and their Labour predecessors) used negative images 

of the alleged lifestyle choices, laziness, or fecklessness of benefit claimants to narrate 

welfare service reform (see also Box 1.1 on the power to define problems, and Chapter 10 on 

relating the 2011 riots to ‘troubled families’). These images undermine the idea of welfare 

states as symbols of social solidarity, in favour of individualism and divisiveness (Taylor-

Gooby, 2016; Hamnett, 2013).  

https://www.gov.uk/government/news/letter-from-the-prime-minister-on-cutting-red-tape
https://www.tandfonline.com/doi/full/10.1080/09540962.2012.703410?casa_token=RW1hMOs3YsEAAAAA%3Av4jeYC3zLXzK7WyFPBxa_guIF55rSs0o0Ss61jWoI_VrzvYOILYwNmeA9yWuOQJinxhB-wh_Linz-g


In that context, some Coalition success is subject to interpretation (Box 5.3). For example, the 

tendency for employability and disability assessments to alienate claimants represents failure 

in relation to stakeholder relations (Cairney and St.Denny, 2020: 173) and population 

outcomes (Grover, 2014) but success in terms of Conservative aims to portray the party as 

intolerant of welfare spending (see also Gibb, 2015 on the ‘bedroom tax’). Similarly, a 

tendency for ‘welfare to work’ organisations to devote most resources to the people easiest to 

employ (‘creaming’), and not invest in people who face greater obstacles to work (‘parking’) 

goes against stated policy intentions (Carter and Whitworth, 2015: 279-80) but still delivers 

political benefits.  

In other cases, outcomes may relate to policymaker values, but expressed less explicitly or 

with some unintended consequences. For example, cuts and reforms often have 

disproportionate impacts on women, areas of higher socioeconomic deprivation, people with 

disabilities, and minoritized populations, or have differential effects in relation to age (such 

as to protect pensions and ancillary benefits such as the Winter Fuel Allowance while 

reducing benefits for younger citizens, such as the Child Trust Fund and the Educational 

Maintenance Allowance). 

The impact on disability benefits and services 

The Coalition government accelerated government policies to challenge disability-related 

unemployment benefits. It commissioned ATOS to oversee ‘impersonal and mechanistic’ 

processes that alienated claimants: assessing some as capable to perform paid employment 

when they were not, and boosting the number of successful appeals against their assessments 

(Grover, 2014: 1324-5). The process and outcome contributed to an increase in ‘suicides, 

self-reported mental health problems, and anti-depressant prescribing’ (Barr et al 2016). It 

exacerbated a ‘mental health crisis’ (Stewart, 2019; Cummins, 2018) and alleged ‘deaths of 

despair’ (Case and Deaton, 2020).  

Reduced social care funding caused (1) 42% of people with a learning disability to lose care 

and support, and therefore engage in fewer activities (Forrester-Jones et al, 2020), and (2) a 

‘sharp rise in families with disabled children going without the basics such as food, heating, 

and days out’ (British Academy of Childhood Disability, 2014: 1). As a result of benefits and 

tax credit reductions, ‘some families with disabilities are projected to lose £11,000 on 

average by 2021–2022, more than 30 per cent of their annual net income’ (United Nations, 

2019).  

The impact of austerity on women 

The Women's Budget Group (2018: 1) describes a ‘triple whammy’ in relation to benefits, 

employment, and services. These unequal impacts relate primarily to the ‘sexual division of 

labour’, with Coalition ‘class-based’ (as distinct from ‘gender status’) policies often 

exacerbating rather than producing a ‘a more equitable division of resources between men 

and women’ (Sanders et al, 2019: 164). In other words, Coalition reforms accentuated the 

tendency of UK social security policies to assume a traditional ‘male breadwinner’ in full-

time employment (MacLeavy, 2012: 363).  

https://jech.bmj.com/content/70/4/339
https://press.princeton.edu/books/hardcover/9780691190785/deaths-of-despair-and-the-future-of-capitalism
https://www.sscr.nihr.ac.uk/wp-content/uploads/SSCR-research-findings_RF100.pdf
https://undocs.org/A/HRC/41/39/Add.1
https://undocs.org/A/HRC/41/39/Add.1


‘Gender status’. Policies to ‘empower all women as a group and counter the 

discrimination faced by women as women’ (Sanders et al, 2019: 164). They include 

Coalition policies to address ‘violence against women and girls’ (including to prosecute 

human traffickers, outlaw stalking, criminalise ‘the possession of realistic depictions of 

rape and revenge pornography’, forced marriage, female genital mutilation, and support 

domestic violence services (2019: 164-8). The Equality Act 2010 combines status and 

class-based policies by establishing a public sector duty to challenge discrimination in 

relation to ‘age, disability, sex, gender reassignment, pregnancy and maternity, race, 

religion or belief and sexual orientation’ (Box 5.4). The Marriage (Same-Sex Couples) 

Act can ‘be regarded as a status policy’ since it challenges ‘assumptions of 

heterosexuality’ (2019: 164). 

 

First, women make greater use of welfare benefits and were more affected by Universal 

Credit reforms, including benefit caps, the insistence ‘on dividing a couple with children into 

a main earner and a main carer’ (exacerbating unequal gender roles), providing less support 

to the lower earner (more likely to be a woman), reducing payments to lone parents under 25 

and obliging Jobcentre staff to be inflexible in relation to availability to work (e.g. outside of 

childcare or school hours), paying childcare too late in the month, the ‘rape clause’, and 

administrative obstacles to making legitimate claims (Garnham, 2018; see also Herd and 

Moynihan on ‘administrative burden’). From 2010-13, 79% of welfare cuts were borne 

primarily by women (Busby and James, 2016; Sanders and Shorrocks, 2019).  

Second, women form a higher proportion of the public sector labour force, meaning that a 

public sector pay freeze and reduction in the workforce has a greater impact (Bell et al, 2020, 

13; MacDonald, 2018) Third, women are more likely to provide unpaid labour to fill the gaps 

left by social and care services (Maassen and Zacchia, 2017). Issues include patchy services 

for older people, and reductions in England of the Sure Start centres that provide or 

coordinate early years services (a UK Labour initiative, administered separately by devolved 

governments - Cairney and St.Denny, 2020; Bate and Foster, 2017). 

 

Austerity and minoritization: race, religion, and ethnicity 

The United Nations Special Rapporteur described austerity measures as ‘disproportionately 

detrimental to members of racial and ethnic minority communities, who are also the hardest 

hit by unemployment’ and face a ‘climate of national anxieties in which entire religious, 

racial and ethnic groups are presumed to be enemies’ (Achiume, 2019: 9; see also 

Goodfellow, 2019; Quereshi et al, 2020; Rafferty, 2014).  

These distributional impacts are far from uniform among British populations, and they 

intersect with gender and other causes of inequality. For example, the Joseph Rowntree 

Charitable Trust describes (on average) Indian and Chinese groups as financially more 

secure, but Black Caribbean, Pakistani, and Bangladeshi groups in greater poverty, than the 

‘White majority’ (Fisher and Nandi, 2015). In that context, for example:  

https://cpag.org.uk/news-blogs/news-listings/something-needs-saying-about-universal-credit-and-women-%E2%80%93-it-discrimination
https://journals.sagepub.com/doi/full/10.1177/1369148119864699
https://apo.org.au/sites/default/files/resource-files/2020-09/apo-nid310869.pdf


BME. Abbreviates ‘Black and minority ethnic populations’. BAME abbreviates ‘black, 

Asian and minority ethnic populations’ (often while capitalising Black). These terms are 

problematic when used to mean ‘not white’, contributing to the sense of a homogenous 

minority experience, and highlighting some and excluding other groups. The UK government 

(2022; Laux and Nissar, 2022) accepted a Commission on Race and Ethnic Disparities 

(2021) recommendation to “Stop using aggregated and unhelpful terms such as ‘BAME’, to 

better focus on understanding disparities and outcomes for specific ethnic groups”. Many 

broadcasters and organisations (e.g. Universities) made a similar commitment (BBC News, 

2021). Variants of the US term ‘people of color’ (e.g. women or students of colour) are often 

adopted respectfully in UK discourse (prompting some to use the offensive term ‘coloured’ 

people, then apologise – Sky Sports, 2020). 

• From 2007/8 to 2012/13, ‘absolute levels of deprivation did not change for the four 

poorest groups – Pakistani, Bangladeshi, Black Caribbean and Black African - but it 

worsened for all other groups, less so for the White majority’ (2015: 5).  

• The UK’s Equality and Human Rights Commission estimates that ‘the racially 

disparate impact of austerity measures’ will cause a disproportionately high loss in 

income for Black households (Achiume, 2019: 9).  

• The Runnymede Trust and Women's Budget Group found that ‘women and 

particularly those on low incomes and from a BME background were hardest hit by 

changes to benefits and gained the least from tax changes’ (Hall et al, 2017: 21).  

Age-related implications 

A collection of policy changes produced patterns in which older voters were often relatively 

protected from austerity (and more likely to support the Conservative Party behind the 

reforms - Taylor-Gooby, 2016). Examples include: 

• Creating the pensions ‘triple lock’ (2010), ensuring that they would rise annually by 

whatever is highest: 2.5%, price inflation, or earnings growth (Portes, 2015; 

Emmerson, 2022). 

• Retaining policies such as the Winter Fuel Allowance, free TV Licences for over-

75s, and subsidised travel passes for retirees. 

• Protecting or boosting spending on the NHS, used primarily by the older people 

(Portes, 2015) 

Meanwhile, younger people often lost out. Examples include: 

• The cost of university tuition for undergraduate students in England increased, and 

students graduated with an average of over £50,000 debt by 2017 (IFS, 2017; House 

of Commons Library, 2018). 

• The Education Maintenance Allowance – to improve participation in post-16 

education – was abolished, contributing to a 1.6% reduction of participation 

(Weavers, 2021)  

• The Child Trust Fund, to give every child at least a £1000 lump sum when turning 18, 

and encourage saving among low income households, was scrapped (Zichawo et al, 

2014)  

• Housing benefit reductions, combined with new eviction powers to reduce squatting, 

affected younger people disproportionately, contributing to a major increase in 

https://journals.sagepub.com/doi/full/10.1177/002795011422700110
https://journals.sagepub.com/doi/full/10.1177/002795011422700110
https://researchbriefings.files.parliament.uk/documents/CBP-8151/CBP-8151.pdf
https://researchbriefings.files.parliament.uk/documents/CBP-8151/CBP-8151.pdf
https://www.edge.co.uk/documents/194/Learning_from_the_past_Paper_No._4_EMA_Final.pdf
https://www.aspeninstitute.org/wp-content/uploads/files/content/docs/pubs/Child-Trust-Funds-Renewing-the-Debate-for-Long-Term-Savings.pdf
https://www.aspeninstitute.org/wp-content/uploads/files/content/docs/pubs/Child-Trust-Funds-Renewing-the-Debate-for-Long-Term-Savings.pdf


‘Homeless acceptances by English local authorities (Crisis, 2019; Borbely, 2019; 

Wilkinson and Ortega-Alcazar, 2017; Nowicki, 2017). 

In this case, the distributional outcomes are relatively contested, not least because services for 

older people may reflect their relative vulnerability and dependence on services, as well as 

National Insurance contributions to receive the state pension, while younger people are now 

more likely to attend University than previous generations (compare Willetts, 2019; Portes, 

2015; Taylor-Gooby, 2016; Ridge, 2014).  

Geographical impacts 

The UK has long been marked by acute regional divides (Raffer and Singer, 2001). While 

often expressed in terms of a North/South divide (in England), patterns of poverty and 

inequality can be found within each area (including on-average affluent areas such as central 

London). Many Coalition policies further disadvantaged poorer areas, including:  

• The Department for Communities and Local Government experienced the largest cut 

of any government department, producing reductions in funding to Local Authorities 

in England. Cuts were ‘particularly severe for municipal budgets’ and cities with an 

‘older industrial base’, while ‘middle England’ and South-central areas ‘experienced 

the smallest spending cuts’ (Gray and Barford, 2018: 558) 

• Local and business leaders in the North East of England were most likely to lament 

the abolition of Regional Development Agencies (RDAs)  (Pike et al, 2018; Shaw and 

Robsinson, 2019; Centre for Cities, 2009).  

• Funding cuts to charitable and voluntary organisations were distributed unequally, 

with (for example) organisations in Liverpool more affected than in Bristol (Jones et 

al, 2016). 

• ‘£1 in every £7 cut from public health services has come from England’s ten most 

deprived communities’, meaning that ‘absolute cuts in the poorest places have thus 

been six times larger than in the least deprived’ (Thomas, 2019). Several studies 

attributed stalled increases in life expectancy to cuts in local government (Alexiou et 

al, 2021) and public services (Raleigh, 2021; Blackburn, 2020)  

Devolved analyses also highlighted unequal impacts. In Scotland, the Equality and Human 

Rights Commission (2019) found that large families, female lone parent households, Black 

households, and severely disabled people would suffer relatively high losses of income due to 

the cumulative impact of UK Government policy between 2010-17. In Wales, budget cuts led 

to reductions in staffing in healthcare, local councils, the Welsh Government, the Welsh 

NHS, police forces and the Fire and Rescue Services, and the closure of many libraries and 

youth centres (Mansour, 2019; Unison, 2019). Austerity measures caused a ‘significant 

negative impact on children and children's rights’ and have undermined the capacity of 

government to ‘maintain essential services’ (Hoffman, 2015: 3). In Northern Ireland, poorer 

households lost ‘a higher proportion of their net incomes on average’ than better off 

households (Portes, 2019).  

https://www.crisis.org.uk/media/240377/cover_the_cost_2019.pdf
https://books.google.co.uk/books?hl=en&lr=&id=cZ3_AQAAQBAJ&oi=fnd&pg=PR1&dq=north+south+divide+uk&ots=0LMqPlZoSQ&sig=35Fawfn3FX0Z9e4lqdhEL-ux-Mo&redir_esc=y#v=onepage&q=north%20south%20divide%20uk&f=false
https://www.kingsfund.org.uk/publications/whats-happening-life-expectancy-england
https://www.equalityhumanrights.com/sites/default/files/cumulative-impact-assessment-report-scotland-appendix_0.pdf
https://www.equalityhumanrights.com/sites/default/files/cumulative-impact-assessment-report-scotland-appendix_0.pdf
https://www.researchgate.net/publication/287199744_Championing_children's_rights_in_times_of_austerity_Local_and_regional_authorities'_responsibilities/link/5672abf308ae1557cf490b8c/download


Can we envisage more inclusive forms of policymaking? 
On the one hand, the Coalition government drew on the Westminster narrative of top-down 

control, and ‘government knows best’, to sell and deliver its austerity agenda: we need to 

reduce debt urgently, and reform the state, to meet our main priority of economic growth (a 

continuous rise in GDP). On the other, a Conservative partnership with the Liberal 

Democrats ensured a referendum on mild voting reforms (which would not replace 

‘majoritarian’ with ‘consensus’ democracy – Box 3.2; Palese, 2020), Conservative rhetoric 

emphasised a desire to decentralise policymaking in favour of localism and non-

governmental action, and there was some support for other ways – than GDP growth - to 

measure progress (Box 9.4). This pick-and-mix approach to policymaking took place at a 

time when other actors proposed more fundamental reforms (Dunleavy, 2018), such as to: 

• Improve direct representation in the English regions, via an English Parliament, or 

regional assemblies taking on comparable powers to devolved parliaments (Kippin 

and Campion, 2018; Kenny, 2012; Copus, 2013).  

• Set up a constitutional convention to reconsider how to share power across the UK 

(Electoral Reform Society, 2018), or ‘crowd source’ a new constitution (Landemore, 

2013; Kinne et al, 2016).  

• Foster ‘deliberative democracy’, to ‘bring together a broadly representative body of 

people’, engaged in a process of finding common ground and reaching decisions 

(Chawiszl, 2015; Wampler, 2007; Pilchowski, 2021: 3; Involve, 2018). 

• Foster the ‘co-production’ of policy between policymakers, stakeholders, service 

users, and other citizens (Ostrom, 1996: 1079; Sorrentino et al, 2018; Flinders et al, 

2016).  

Case studies of co-production – largely in health and social policies - highlight some potential 

to extend their use, but as a small proportion of government business (see for example the 

Special Issue in Social Policy and Administration in 2019, 2). Similarly, developments in 

Preston in England and North Ayrshire in Scotland demonstrate the mild potential for 

Community Wealth Building: to ensure that economic activity benefits the communities in 

which it takes place through the creation of community owned cooperatives and placing 

immovable ‘anchor institutions’ at the centre of an economic ecosystem (O'Neill and Guinan, 

2019). More generally, systematic attempts to distribute ownership and political power in 

society, to challenge iniquitous policy decisions (Mills et al, 2020), largely demonstrate the 

lack of progress to that end.  Less ambitious ‘prevention’ measures, designed to intervene 

early in people’s lives to mitigate the impact of inequalities, and coordinate policymaking to 

that end, also demonstrate high ambition but low progress (Box 9.4). 

Box 9.4 Alternative measures of progress: GDP, doughnuts, and wellbeing 
GDP (Gross Domestic Product) often seems to be a taken-for-granted way for governments 

to: (1) compare levels of economic activity over time and across countries, and (2) determine 

the prosperity of their countries. Indeed, a 6-month reduction in GDP (recession) tends to 

prompt political crises and a major push to respond. Yet, GDP is a crude measure of 

economic activity, few people understand how it is calculated, and important but contested 

choices can have a major impact on the calculation (Coyle, 2014).  

https://www.electoral-reform.org.uk/who-benefits-from-westminsters-first-past-the-post-voting-system/
https://onlinelibrary.wiley.com/doi/abs/10.1111/jopp.12032
https://onlinelibrary.wiley.com/doi/abs/10.1111/jopp.12032
https://www.involve.org.uk/resources/methods/participatory-budgeting
https://www.tandfonline.com/doi/full/10.1080/14494035.2018.1521676
https://www.ingentaconnect.com/content/tpp/ep/2016/00000012/00000002/art00007#aff_1
https://www.ingentaconnect.com/content/tpp/ep/2016/00000012/00000002/art00007#aff_1
https://www.mutuo.coop/who-owns-europe-and-why-it-matters-for-progressives/


OECD. The Organisation for Economic Co-operation and Development. It now has 38 

country members (including the UK). It seeks to  ‘provide a unique forum and knowledge 

hub for data and analysis, exchange of experiences, best-practice sharing, and advice on 

public policies and international standard-setting’ (OECD, 2022). 

Some calls to reject the primacy of GDP have captured international policymaker 

imagination, particularly ‘in the context of economic crises and seemingly intractable social 

and environmental challenges’ (Bache, 2019: 2). For example, Raworth’s (2017: 25) 

‘doughnut economics’ begins with a call to ‘change the goal’. The ‘fixation’ with GDP ‘has 

been used to justify extreme inequalities of income and wealth coupled with unprecedented 

destruction of the living world’ (2017: 25), and should be replaced with more sustainable 

goals focused on human rights and environmental sustainability (Chapter 8). This new idea 

chimes with longstanding attempts to shift governmental indicators of progress from 

economic growth to population ‘wellbeing’. Traditionally, wellbeing has received low 

attention partly because it is a vague and hard-to-measure concept. Recently, there has been a 

major push – by international bodies such as the OECD, EU, and UN – to foster better 

measures of wellbeing to compete with GDP (Bache, 2019: 2). Indeed, David Cameron 

announced in 2010 that ONS measures of wellbeing ‘would be used to guide public policies’ 

(Bache and Reardon, 2013: 898; 2016).  

 

However, such concepts have a marginal impact on public policy. The UK government 

struggles to turn agendas into specific policies that could have a demonstrable impact, and the 

most tangible action is funding to help identify ‘what works’ to foster wellbeing (in other 

words, using research of specific interventions to measure their positive impact - Bache, 

2019: 3). The same gap between vague aspiration and actual policies and outcomes is a more 

general feature of policies – to reduce inequalities or public service costs - built on the idiom 

‘prevention is better than cure’ (Cairney and St.Denny, 2020). 

Conclusion 
The Coalition Government sought major public expenditure cuts to eliminate the UK deficit 

in five years, and ‘austerity’ became a slogan to describe its aims. It involved major cuts to 

state spending – and welfare state spending in particular – to foster state retrenchment in 

favour of economic markets and individual responsibility.  

This experience exhibits key elements of the Westminster story. First, the government was 

able to narrate a crisis narrative, emphasising the need for rapid and radical – and centrally 

driven - action to deal with a debt crisis not of its making. This focus on debt crisis replaced 

Labour’s emphasis on interventionist fiscal measures to promote economic recovery. It also 

used the ‘government knows best’ line: many of these reforms might be unpopular but they 

are definitely necessary. Second, the Coalition government was able to make many rapid and 

substantive changes to public policy, not least to reduce spending in intended areas and 

initiate a series of public sector reforms. Third, the unequal impact of these reforms relate 

closely to its narrative about the social groups who are most deserving of government support 

or sanction.  



Yet, the experience also undermines key aspects of that narrative: early policies did not have 

their intended effects on the economy, and there are clear instances in which it changed 

course. There was a ‘spending pause’ of high magnitude (Resolution Foundation, 2019; 

Keep, 2020) but low consistency, and with a modest impact on overall government debt (IFS, 

2015; Keep, 2021). Further, public sector reforms exhibit the usual pattern of high superficial 

activity and low substantive impact (at least in the short term – see Chapter 4). The Coalition 

government was engaging with a complex policymaking system over which it had limited 

understanding and control. Its austerity agenda was more useful as a dramatic story than a 

clear way to (1) control economic activity to promote a quick and positive impact on growth, 

or (2) reduce the deficit quickly. It also oversaw a tortuous process of reform to introduce 

Universal Credit.  

In other words, it is possible for a government to deliver on most of its promises (e.g. to cut 

spending in key areas) but not get what it wants (e.g. reduced spending overall, or the 

economic benefits of state retrenchment). In this case, the Coalition government did ensure 

that public expenditure dropped in many parts of government, but only temporarily before a 

major hike during COVID-19 (Chapter 6). Further, its wider growth-boosting reforms are 

harder to spot, and were undermined by the uncertainty of Brexit (Chapter 7).   Overall, the 

austerity period demonstrates the potential for government to make wide-ranging reforms to 

policy with an enduring impact, and control narratives of policymaking, but also the fragility 

of such agendas when they interrupted by events.  
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