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LESSONS FROM MARTIN’S BUDGET FOR BRITAIN

Separated at birth? 
A tale of two countries and two budgets, 15 years apart
http://www.cbc.ca/money/story/2010/10/20/f-cuget-comparison-1995canada-2010britain.html
Last Updated: Wednesday, October 20, 2010 | 9:32 PM ET 
The British government's new spending review features the largest cuts in public spending since the Second World War — all aimed at wrestling to the ground a deficit that reached £156 billion, or $252 billion Cdn, last year.

If the U.K.'s massive-spending-cuts-to-slay-the-deficit strategy looks familiar, it's not surprising. Chancellor of the Exchequer George Osborne and other senior British Tories have openly admired the deficit-slashing strategy Liberal Paul Martin used as Canadian finance minister in the 1990s.

Martin's 1995 "come hell or high water" budget launched a period of controversial spending cuts that got a lot of credit when the country's books were balanced by 1998.
British media reports say senior Conservatives have closely studied the Canadian budget experience of the mid-1990s and have gotten advice from those involved in the Canadian budget-making process back then.

Still, there are experts who say any comparison between the British and Canadian situations 15 years apart is a tricky one.

Martin himself acknowledges this.

"The two countries are very different," he told The Guardian newspaper earlier this year. "You had a financial crisis and a recession." 

To be sure, the economic environment facing the U.K. today is unquestionably different from what Canada faced 15 years ago. The global economy of 1995 bears little resemblance to today's, and Britain is unable to download budget cuts to lower levels of government to the same extent Martin could. Martin also had the benefit of riding an economic recovery that greatly increased government tax revenues.
Reform, a British free-market think-tank, asked Martin earlier this year if he had any lessons to share with the U.K. He did.

"Because the cuts were sharp and deep they worked — the vicious circle turned virtuous and the positive payback was not long in coming," he wrote in a foreword to Reform's alternative budget proposal in June. 

The lessons do not appear to have gone unheeded. The new British spending review features a similar deficit-slashing agenda. 

Britain's spending review was arrived at through use of what's being called a "star chamber." A small group of cabinet ministers and Treasury officials met to plan the spending cuts by having each department justify its own spending. The approach was drawn from a model used by Paul Martin.

Here's a side-by-side comparison of the two documents — Canada's 1995 budget and the 2010 British spending review:
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Canada

1995 Budget

UK.
2010 Spending

Review

Size of federal deficit

$42 b Cdn (1994)

$252 b Cdn(2009)

Deficit as % of GDP 4.80% 11.40%
Federal debt $567.5 billion Cdn $1.61 rillion Cdn
Debt as % of GDP 68% 7130%

Public-sector job cuts

45,000 over 4 years

490,000 over 4 years

% of Public Service jobs

14%

8.20%

Spending cuts

$253 b Cdn over 3 years

$132 b Cdn over 4 years

Direct spending cus as %

19% over 3 years

Average 19% over 4

years

Across-the-board cuts?

No. Some departments saw
50% cuts, others smaller
cuts

No. Some departments
face 24% cuts, while
others face no cuts

Transfer payments cut?

Yes. Transfers to provinces
and territories for health
and education fell by §7
billion Cdn over

years

Yes. Local governments
will see a 7.1% annual
cut in their budgets





Sources: Canadian Finance Department, British Treasury
U.K. outlines massive cuts to public spending

Public-sector jobs, social programs will be hit

http://www.cbc.ca/world/story/2010/10/20/uk-budget-austerity.html
Last Updated: Wednesday, October 20, 2010 | 5:10 PM ET Comments284

 HYPERLINK "http://www.cbc.ca/world/story/2010/10/20/uk-budget-austerity.html" \o "Recommend this story" Recommend73
Britain's coalition government has laid out a series of sweeping spending cuts meant to help reduce the country's growing debt and bring the country "back from the brink."
Chancellor of the Exchequer George Osborne said Wednesday that the government will make cuts totalling more than £81 billion ($132 billion Cdn) through 2015, and will bring "the years of ever-rising borrowing to an end."
The cutbacks will affect a range of departments and as many as 500,000 public-sector jobs could be lost as the cuts are implemented.

"Today is the day when Britain steps back from the brink," Osborne said.

"We are going to bring the years of ever-rising borrowing to an end," he said.

He said the government would work to ensure that "we do not saddle our children with the interest on the interest on the interest of the debts that we were not prepared ourselves to pay."
Few departments spared

During his address to MPs, it was clear that few government departments have been spared.

The National Health Service, pre-university education and international development budgets will be protected from the cuts — but the policing budget will fall by four per cent each year. The Justice Ministry must cut its budget by six per cent per year, but funding for fighting terrorism would be maintained.

The Foreign Office will see a 24 per cent budget cut and the British Broadcasting Corp. will be required to take on the full cost of running its world service.

Welfare funding will also be reduced and the minimum age for people seeking state pensions will be raised earlier than previously expected.

Osborne said that even the Queen would be affected, as the royal household budget will be cut by 14 per cent over four years.
After spending billions bailing out indebted banks, and suffering a squeeze on tax revenue and a hike in welfare bills, he said it would take time to turn things around.

"In every area where we make savings, we must leave no stone left unturned in our search for waste, and we must deliver changes necessary to make our public services fit for the modern age," he said.

"We are all in this together and all must make a contribution," he told legislators in a long anticipated statement to outline the coalition government's long-term economic plans.

Osborne also said that a temporary levy on bank balance sheets being introduced in January will be made permanent, potentially raising billions of dollars.

"We will extract the maximum sustainable taxes from the banking system," he said.

Osborne said fairness means "creating a welfare system that helps the vulnerable, supports people into work and is affordable for the working families that pay for it with their taxes."
"Fairness also means that across the entire deficit reduction plan, those with the most should pay the most, and that includes our banks," he said.

Union vows to fight

However, some groups have vowed to fight the cuts — Britain's largest reductions in public spending since the Second World War.

"This is the start of the fight," said Carol Davies, a member of the major public sector union UNISON.

"The public will be behind us," she said ahead of the spending review announcements. 

Some critics have said the timing of the cuts could slow the country's economic recovery or send the U.K. into a double-dip recession.
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