
[bookmark: _ugo91zxtklxz]
[image: horizontal line]
Management of Resources within the Public Sector
[bookmark: _mbjsiz6n6jlo]Public Service Budgetary Constraints 
[bookmark: _5bjzdd8gtqi7](Austerity)

Name: Emily Slade 
Student Number: 1900690
Module code: BMPS6001









[image: horizontal line]
[bookmark: _rh7xa3nq9yz1]Introduction
		The central Government in London has control of the United Kingdom's money and decides how much each country gets in the UK and what they are likely to spend the money on.The Welsh Government receives money from the central Government in London, to which they then divide the money across Wales. The Welsh minister decides that the money goes to building new schools and centers and also goes to the public service fundings such as South Wales police. However, over the past couple years the Central Government in London has struggled with budgeting money to different areas across the country and had limited people’s budgets. This caused an outburst in austerity for the United Kingdom. 
Raisin 2022 explains that austerity is by definition, a series of economic measures enacted by a government in order to keep public debt under control. The government had to take the risk of implementing austerity in the United Kingdom as they were in a lot of debt and were at large risk of not paying it back. The austerity was caused by a UK government budget surplus in 2001-2002 and for many years the United Kingdom was in a budget deficit. Following the financial crisis of 2007–2008, the country entered a period of economic slump. This was when the first austerity measures were introduced in 2008 (O'Hara, 2015). The austerity caused budget cuts in people’s jobs and cuts in building new schools etc. Prices on things in shops gradually increased and taxes started to increase on houses. As stuff like this was increasing, at the same time the central Government in London was decreasing the funds to the other governments. Austerity in 2019 was over and then came along COVID-19 in 2020. A pandemic had happened which created a huge decrease in people’s wages and income due to the fact of not being able to go to work. The United Kingdom Government then had to borrow more money to help with the costs that COVID-19 had impacted on. The last few years, the global pandemic created Unprecedented times for lots of people and businesses.



[bookmark: _l59ysco4q4jt]Objectives
		The objective of this report is to look at austerity and budget cuts as a whole and how it affected multiple areas and businesses across the United Kingdom. The first objective that will be discussed is the reductions in the budgets expenditure during the austerity in 2019 and how it affected the public.
 The report will also carry out further research into the budget cuts in the police forces funding and the impact that it had caused. Finally, the third objective that the report will be carrying out research on is how COVID-19 affected the United Kingdom’s funding. 

[bookmark: _94r5cwibqixc]Main Body
[bookmark: _dn1i245h7svv]Reductions in budgets during austerity and its impact on the United Kingdom
		
		During austerity in 2019, it affected the United Kingdom as a whole. Businesses were affected, schools and children were affected, the youth were affected and also the public services were affected as well as many more. It affected the United Kingdom so badly to the point where homelessness increased and people were losing their homes. Austerity has the purpose of lowering government debt. Many others, however, question the effectiveness of this measure, claiming that a large deficit of budgets and money has a greater influence on the economy but not in a positive way.
Increases in taxes have gone up whilst the money for budgeting from the government has lowered. The government planned to use the money from raised taxes to repay the debt and money that the United Kingdom borrowed. As well as this, the Government decreased its spending as the reduction in expenditure can be used to lower the level of government debt.
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[bookmark: _9i9wpvbwvay9]Homelessness 
According to Copley, T. (2019), residential private rents skyrocketed approximately 24% from 2010 to 2017, whereas average earnings homes only increased around 3%, and the Local Housing Allowance was decreased and limited in 2011. The Income support paid for people who are in need of help to pay their housing bills has not kept up with the rising rate of private rents, and the financial repercussions have been particularly severe for the working class in major cities such as in London. There is a "shortfall" of roughly £370 per week in certain sections of central London between the present capped housing allowance and the cost of accommodation. Thousands of Londoners have been forced into debts and, in many cases, homelessness as a result of these austerity policies, which have made private rental accommodation increasingly unaffordable. The number of people experiencing homelessness in London will have more than doubled between 2008/09. The first decrease in a decade occurred in 2017/18, although quarterly reports from the end of 2018 indicate that it could climb again.
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[bookmark: _ny341dfjyvsx]Effect on people and children
As said above, austerity and budget cuts have led to affecting schools, people’s household incomes and children. 
In the United Kingdom, the repercussions of austerity have resulted in greater poverty and unemployment. Since 2010, the government has promised more than £30 billion in changes to welfare payments, housing, and social services. (Hood et.al 2013). However, in 2011, the British government cut nearly 200,000 public sector employment, disproportionately affecting people of color, particularly women, who are more likely to be working in low-paying public sector jobs or unsecured work (Oxfam case study, 2013). As there will be budget cuts in people’s jobs, their business managers may have to let off some staff as they cannot afford to pay them annually due to austerity and budget funding cuts to their business. 
With people’s wages from their workplaces, their wages may drastically fall due to businesses having less money provided for them to keep them up and running. An example of where this has affected businesses is the analysis carried out by Kamal Ahmed. The analysis found that on average, people’s annual wages had dropped eight hundred pounds lower in 2018 than what they were in 2008. The analysis also showed that the most affecting was people ranging from 20-40 (Kamal Ahmed, 2018). As well as people having a decrease in their wages due to the cuts and austerity, people have also lost their jobs due to this. The public sector employment 
Between 2010 and 2020, public sector employment in England declined by 16 percent, and by as much as 19 percent in the north of the country (Marcus Johns 2020). This was due to the fact that some local authorities had lost their power to spend as much money as they could before on stuff like equipment, resources and having a high amount of staff working for them. In total, it was 27 percent of the spending money that the authorities in England were cut by between 2010 and 2016, with bigger cuts happening in more deprived areas across England.

Other than businesses being affected and people being capped with their spending money and wages, a small number of families are hit by the benefit cap that came out by the central government due to austerity. At record, 68,000 families including 48,000 lone parents were affected by this cap in benefits. A single parent will struggle more as it will cost them £230 a year in tax credit and £290 a year in universal credit. Families with more than 2 children will be affected the most as they will be having to pay £460 a year within the universal credit system and families with four or more children, it will cost them £1,200 a year creating substantial losses in the tax credit system (Barnes M et. al, 2006).
With the cutbacks on benefits and housing and income support, the cuts do not only affect the families as a whole. These budget cuts and austerity had happened to affect children in the same unprecedented way that it had with businesses and families. Cutbacks in the government’s money for families and income support were creating major challenges on top of what was already going on. 
Due to less income support for families, children were sometimes going to school hungry as their family did not have enough support from the government to get the essential food shopping (Mark K, 2014).
Research carried out by Kellogg’s has suggested that around 1 in 7 children were going to school hungry (Kellogg’s 2012). Going without breakfast has a direct effect on children's behavior and attentiveness in class, making them less likely to achieve their full potential at school and potentially affecting their future prospects.

[bookmark: _ptrsrkvzc9js]Austerity affecting the police force 
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The austerity that happened in 2019 created an impact on the public services, in particular, the police force. As the London Government decided to create budget cuts to try and save more money to pay off their debt, this might have not been the smartest idea. 
Government made work cuts all over the country for the austerity programme to recover money back that was lost. 
The financial cutbacks in the police force ended up being far worse than the government thought it would be. The police budget cuts created a decrease in the amount of staff employed by the police. Police officers felt that they were not being paid enough to patrol the communities. Some police officers were also having to be let off from their job as the police department did not have enough money for basic resources. 
Less police were patrolling the communities which meant that there were less police cars. This was not good due to the fact that at the time of the police budget cuts, knife crime was on the rise. The police had a disadvantage here in tackling knife crime as there were less patrols and less resources to benefit them as a public service.


Financial cutbacks that give social capital to younger generations, as well as other services such as policing, have led to substantial rates of knife crime in the community. It is indeed challenging to ignore the problem when the individuals who manage and monitor crime say so. Increased funding restrictions, according to the Association of Police and Crime Commissioners, will lead to challenging issues about how best to structure police forces to adapt to changes in crime, and what this would indicate for the local service made available to the public. 
	According to BBC News (2018), figures of violent crime offenses have nearly doubled within three years. They continued to say that this was happening at the same time that the police were receiving their unfortunate budget cuts and where the police numbers had been cut by 20,000 officers in the police sector. With less police patrolling the communities, crime rates would surely increase. People’s homes and businesses were less safe than they were before the budget cuts happened. 
According to Stephanie Preece (2018), “For the 12 months up to March 2018, there were 4,734 household burglary cases and 81 per cent were categorized as “investigation complete – no suspect identified”.
Stephanie also continued to say that if your home is burgled in the area of Sutton Coldfield, West Midlands, there's just a 20 per cent chance the police would actually detain and arrest the suspect. 
To further evaluate on what Stephanie said, burglaries are frequently opportunities for crimes, and thieves are always on the lookout for susceptible buildings - especially those with poor exterior care or secret access points. Burglars are encouraged by the fact that there are fewer police officers on the streets as they have more opportunities at hand. According to BBC News (2019), Rising knife crime could be linked to budget cuts that have decimated youth services in parts of England. 
BBC News had said “The All-Party Parliamentary Group on Knife Crime (APPG) studied budgets for youth services from 2014/15 to 2017/18. It also analyzed knife crime data. It said the four areas worst-hit by youth spending cuts also saw some of the biggest knife crime rises.” This shows us that the budget cuts also have affected the youth as more children and teenagers are seen to be joining more gangs and getting into more trouble with the law. With the budget cuts and austerity, the police struggled to tackle and resolve the knife crime issue due to the lack of resources they had and having to prioritize higher risk crimes. 

[bookmark: _udrk5lju8vn9]How COVID-19 affected budget cuts in the United Kingdom
The budget cuts from the Government along with COVID- 19 had caused so many people to lose their jobs, earn less of an income and businesses were shutting down.
Covid 19 pandemic caused a lot of major issues for countries, their people, government, and especially their economy. The increase in people being infected and dying from covid caused the United Kingdom to a lockdown for over 2 years meaning all forms of businesses from retail, hospitality, trades, and many more had to stop functioning. IFS, (2021) states that the pandemic crisis resulted in a record-high spike in government spending. The economy will eventually recover, but debt levels will remain high due to the costs during this pandemic. This caused major financial problems as there were many restrictions in place and therefore had a knock-on effect, causing many people to be out of jobs and it caused the government to focus more towards furlough for the unworking people and businesses that were shut down in order to avoid bankruptcy nationwide. There was a high demand for working people everywhere as the majority of the population was isolated in fear of the pandemic spreading. There was a high demand in staff for public services, roadworks, trades, and many more. The NHS required an increase in budget, as there was an increase in demand for staff and medical equipment (such as masks, alcohol, gloves, etc.) due to the rise in patients within hospitals. 
Another way covid has affected the UK's budget and finance was the supply and demand required. In supermarkets nationwide, there were many people panic buying and therefore a massive decline in store stocks for essentials such as food, toiletries, etc. and this therefore became high in demand for the UK population. Powell, A. et al. (2021) comments that the shortages in the UK were due to worldwide shortages of resources, workforce shortages, and transportation delays are all contributing to the UK's present distribution network problems, which are occurring at the same time as strong increases in demand, particularly for consumer items and construction supplies. This led to the increase in prices for the items that were in high demand which made weekly shopping essentials and building materials much more expensive for the UK people.
This pandemic had a negative impact on the economy, and the UK's GDP was over 10% lower in 2020 than it was in 2019.[image: ] 
 This graph shows the huge decline in economic activity and the effect the pandemic had on GDP. As well as record spending and borrowing during the pandemic, prioritizing where to spend the budget during this time which led to budget cuts in other sectors such as the public services as fighting the covid pandemic was a priority for the government of the UK. Partington, R. (2021) published that the government planned to cut the public services budget of up to £17 billion in order to fund the fighting COVID-19 infections and to help the situation such as funding the NHS. It is anticipated that by the middle of the decade, the UK economy would be 3% smaller than official pre-Covid predictions.
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As the main focus during the pandemic was to reduce the spread of COVID-19 and help people feel and be safe there were major budget cuts in the UK. Harri, D. et al. (2021) states that due to the pandemic expected financial problems were to occur, the economic shock of the coronavirus outbreak has had a significant impact on the UK's national expenditures. In 2020/21, the government's budget shortfall hit a new high during peacetime, as government spending climbed and – to a lesser extent – income taxes decreased. The government's support package (the furlough scheme) for firms, individuals, and public agencies is estimated to cost roughly £315 billion. As most of the UK's budget cuts were pumped into this project in order to help the UK public financially.
[bookmark: _uwed3bsuzajx]Conclusion
To sum up everything that has been stated in this report, Austerity and budget cuts had caused a major impact on the United Kingdom as a whole. There were setbacks in the police force, schools, families, businesses and even the NHS. 
The impact that came from austerity and budget cuts had created a huge loss for people in their jobs and caused a lot of unemployment as well as people losing out more money on their wages. Children were going hungry to school and families were having to struggle for food and income as there was less income support for people on benefits. As well as knife crime rising across the United Kingdom due to less funding being provided to youth departments, schools and clubs. 
It can be suggested that the Government should have prioritized their spending on what was being affected the most such as the knife crime rising and the police budget cuts. With children going hungry and families needing food, an increase in food banks and donations could have been made to help this situation which would not have cost as much money if they were to try and resolve the problems like knife crime and businesses closing down. 
Overall, the government now knows how to handle a situation better than before and in future will hopefully know how to prioritise their spendings and budget cuts to not create a major impact across the United Kingdom.
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Long-run hit to the economy
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Economic impact to date

The magnitude of the recession caused by the pandemic is unprecedented in modern times. GDP declined by 9.7%
in 2020, the steepest drop since consistent records began in 1948 and equal to the decline in 1921 on unofficial

estimates.
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Since 2008/09, the number of rough sleepers in
London has more than doubled. 2017/18 saw
aslight decline - the first in a decade - but the
quarterly statistics from the end of 2018 suggest
that it may rise again. [GLA, Rough sleeping in
London - CHAIN reports]

Homelessness is not just about rough sleeping.
There are as many as 12,500 hidden homeless”
individuals, without a permanent home and
not receiving support - sleeping on a friend's
sofa, squatting, and sleeping in other insecure
accommodation.

In addition, there are more than 54,000 households
in London living in temporary accommodation,
including 87,000 children, in bed and breakfasts,
hostels, poor quality private rented flats, and whole
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‘was the reason for 39% of homelessness cases -
the single biggest cause. [National Audit Office,
"Homelessness’, September 2017]

The report makes it clear that this is linked to
affordability and welfare measures. Private rents
increased by 24% between 2010 to 2017, while
median earnings only increased by 3%, and the
Local Housing Allowance was reduced and capped
from 2011. Housing benefit paid to those in need
has not kept up with rising rents, and the effects
have been worst in London. In some parts of
central London, there is a“shortfall” of around £370
per week between the current capped housing
allowance and the cost of eligible housing. These
austerity policies have made private rented
housing increasingly unaffordable for thousands of
Londoners, pushed them into arrears and, sadly, in
many cases homelessness. In April, the Government
finally announced that it will end Section 21 no
fault” evictions, a long overdue measure, but one
that should provide some greater security of tenure
to private renters.
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