
Optimisation and transformation
for the public good

review of public expenditure over the period from
1900–2010 shows that it has increased from less than

15% of the UK gross domestic product (GDP) to over 45% in
2010. Much of the increase over this period has been driven by
tremendous changes in the scale and type of publicly funded
services available, including the introduction of the NHS, social
care reforms and expansion of investment in education.

However, the current public sector spend as a percentage of
GDP is among the highest over this period, only being
exceeded by the peaks during the First and Second World
Wars and during the social and economic disruption of the
mid-1970s. More worrying is that public sector spend has been
increasing at a rate not matched at any point in the recent past,
increasing from less than 40% of GDP in 2004 to the 2010
level of slightly more than 45%.

The interest that the country needs to pay to service the debt
that underpins this spend already exceeds £30 billion a year and
is set to overtake the total spend on the UK defence budget in
the next few years: and this is before we factor in the additional
liabilities for public sector pensions and any costs that arise from
the former Government’s commitment to underwrite mortgages.

It is against this backdrop that the Coalition Government
announced the emergency budget in May 2010 and with it an
initial £6.25 billion-worth of efficiency savings. However, this
figure is dwarfed by the Institute of Fiscal Studies’ statement that
the UK public sector needs to find an initial £35 billion of
efficiency savings in the next 18 months, adding that all of the
initiatives undertaken so far have only delivered £8.5 billion to
date. The fact that there is also around an 11% gap between
the Government’s income and expenditure means that without
significant efficiency savings the UK will need to borrow even
more, adding to our current £930 billion worth of public
debt – approximately £14,000 for every man, woman and child
in the UK.

To bring the deficit under control will probably translate into
cuts of 15% of more to the budgets of public sector
organisations over the next few years. This means we face the
need for an almost unprecedented level of transformational
change within the public sector, bringing radical changes to
the way services are commissioned and managed, and the
disappearance or merger of non-core and inefficient services.
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The problems of applying lean and how to overcome them within the new public sector environment

Lean in the public sector: getting fit to meet both
customer demand and efficiency targets
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