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Public spending cuts to hit northern England,
Scotland, Wales and Northern Ireland

‘cebr warns that regions with high level of public expenditure as share
of GDP may be de-coupled from economic recovery as the government
has to rebalance its books’

While the economic downturn will have a less severe impact on the Scottish and Welsh
economies as a large public sector cushions them from the worst impact of the economic
downturn in 2009, the medium term prospects look less rosy.

The centre for economics and business research ltd. (cebr) forecasts that cuts in
government spending by £80 billion will be required to bring public finances into line.
This has major implications for those regions which have come to rely heavily on buoyant
public sector growth in the past.

High public spending regions like Wales, Northern Ireland, Scotland and the North East
may find themselves de-coupled from the economic recovery for years to come. On the
other hand, those regions with a large private sector contribution to total gross domestic
product like London and the East of England will once again move to the top of the
economic growth league table as private sector growth mitigates the effects of cut backs in
public sector activity. These are the key findings of the latest regional prospects report
published by the cebr this week.

Jorg Radeke, one of the report’s authors and economist at cebr, commented:

‘A high level of public spending as share of GDP will mitigate some of the worst
effects of the economic downturn in Wales, Northern Ireland, Scotland and parts of
Northern England in 2009. However, this advantage will prove to be short-lived as
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the inevitable fiscal consolidation following the recovery will undermine growth in
the high public spending regions for years to come.’

Douglas McWilliams, cebr’s chief executive, added:

‘The necessary cut back in government spending is likely to become a major drag
on the economic growth prospects for regions with a high dependence on public
spending such as Wales, Northern Ireland and parts of Northern England. Only a
concerted effort to promote entrepreneurship and support private sector growth
can prevent them falling further behind the more prosperous parts of the United
Kingdom.’

Table 1: Average GVA growth 2010 - 2013 by region?

Public
CAGR GVA expenditure
Growth growth as share of
ranking 2010-2013  total GVA
London 1 1.1% 39.5%
East Anglia 2 0.9% 42.1%
North West 3 0.9% 56.8%
South East 4 0.9% 38.5%
South West 5 0.9% 48.1%
North East 6 0.9% 61.6%
East Midlands 7 0.8% 48.6%
West Midlands 8 0.8% 54.2%
Scotland 9 0.8% 55.8%
Wales 10 0.7% 67.3%
Yorkshire and
the Humber 11 0.7% 53.2%
Northern Ireland 12 0.5% 67.9%
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NOTES TO EDITORS

cebr is a leading independent commercial economics consultancy with particular strengths in macroeconomic and
market forecasting. The report has been co-authored by cebr staff (for details see below).

The Regional Prospects report is a biannual report released on the second Monday of January and July of each
year. The report is part of the prospects service - cebr’s macroeconomic advisory package for business.

For more information on the contents of the report, please contact:

Jorg Radeke 020 7324 2873
Douglas McWilliams 020 7324 2860



