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1. Introduction

In the past few years, the term  ‘a perfect storm’ has been employed to 
describe the twin challenges of relentless growth in demand for public 
services, at a time of flat or reducing government budgets. 

Over the coming decades, the models of public services enjoyed 
across much of Europe and North America will become unaffordable. 
This would be the case even if each country’s economy were buoyant; 
while economic prospects differ across countries, with some signs 
of recovery from the most recent recession, the long-term picture 
certainly seems to suggest slow, if any, growth.

In Wales, we face the same long-term ‘perfect storm’. Fiscal forecasts 
are not available at the Welsh level and, although Wales Public Services 
2025 is commissioning analysis on long-term scenarios for devolved 
spending, we cannot yet cite  a stark prediction like the one above. 
But Wales’ higher level of poverty relative to the UK1, and our greater 
proportion of over 65s2 both suggest that the storm facing Welsh 
public services is likely to be more intense.
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This summary was written by Jennifer Wallace, 
Policy Manager, Carnegie UK Trust in May 2013.

The full report by Jennifer Wallace, Jenny 
Brotchie (Carnegie UK Trust) and Megan 
Mathias (Wales Public Services 2025) is 
available to download on the Carnegie UK  
Trust and Wales Public Services 2025 websites.

About Wales Public Services 2025
Wales Public Services 2025 is an independent 
programme, hosted by Cardiff Business School, 
looking at the implications for public services 
in Wales of the profound fiscal, demographic, 
social and environmental pressures that they 
face over the next decade and beyond. 

The Programme has received funding from 
the Joseph Rowntree Foundation and the 
Big Lottery and is undertaking a range of 
projects in partnership with Nesta, Carnegie  
UK Trust, and others. 

About Carnegie UK Trust
The Carnegie UK Trust works to improve the 
lives of people throughout the UK and Ireland, 
by changing minds through influencing policy, 
and by changing lives through innovative 
practice and partnership work.  The Carnegie 
UK Trust was established by Scots-American 
philanthropist Andrew Carnegie in 1913 
and we are delighted to be celebrating our 
centenary in 2013.  Please see our website for 
further information on our centenary plans.
www.carnegieuktrust.org.uk

Acknowledgements
The authors would like to thank all those 
who took the time to speak to us during the 
interview phase of this research.  

We would also like to thank Stevie Upton, 
Institute of Welsh Affairs, for providing 
additional research during the study and 
Michael Trickey, Programme Director Wales 
Public Services 2025 for his advice and support 
throughout the project. 

Wales Public Services 2025 receives financial support from  
the Joseph Rowntree Foundation and the Big Lottery. 

Wales Public Services 2025 is hosted  
by the Cardiff Business School. 

The text of this work is licensed under 
the Creative Commons Attribution- 
ShareAlike 3.0 Unported License.  
To view a copy of this license visit,  
http://creativecommons.org/licenses 
by-sa/3.0/ or send a letter to Creative  
Commons, 444 Castro Street, Suite 900, 
Mountain View, California, 94041, USA.

Carnegie United Kingdom Trust, Incorporated by Royal Charter 1917, Scottish Charity No: SC 012799 operating in the UK and Ireland

Cafodd y grynodeb hon ei hysgrifennu gan 
Jennifer Wallace, Rheolwr Polisi, Carnegie UK 
Trust ym mis Mai 2013.

Mae’r adroddiad llawn gan Jennifer Wallace, 
Jenny Brotchie (Carnegie UK Trust) a Megan 
Mathias (Gwasanaethau Cyhoeddus Cymru 
2025) ar gael i’w lawrlwytho ar wefannau 
Carnegie UK Trust a Gwasanaethau Cyhoeddus 
Cymru 2025.

Ynglŷn â Gwasanaethau Cyhoeddus 
Cymru 2025
Mae Gwasanaethau Cyhoeddus Cymru 2025 
yn rhaglen annibynnol, a letyir gan Ysgol 
Fusnes Caerdydd, sy’n edrych ar y goblygiadau 
i wasanaethau cyhoeddus yng Nghymru o 
bwysau ariannol, demograffig, cymdeithasol 
ac amgylchedd dwys maent yn wynebu dros y 
ddegawd nesaf a thu hwnt.

Mae’r Rhaglen wedi derbyn cyllid gan y Joseph 
Rowntree Foundation a’r Gronfa Loteri Fawr,  
ac mae’n cyflawni detholiad o brosiectau 
mewn partneriaeth â Nesta, Carnegie UK Trust, 
ac eraill.

Ynglŷn â Carnegie UK Trust
Mae Carnegie UK Trust yn gweithio i wella 
bywydau pobl ledled y Deyrnas Unedig 
ac Iwerddon, gan newid syniadau trwy 
ddylanwadu ar bolisi, a thrwy newid bywydau 
trwy ymarfer arloesol a gwaith partneriaeth. 
Sefydlwyd Carnegie UK Trust gan y dyngarwr 
Albanaidd-Americanaidd Andrew Carnegie yn 
1913 ac rydym yn falch iawn i fod yn dathlu ein 

can mlwyddiant yn 2013. Gweler ein gwefan 
am ragor o wybodaeth am ein cynlluniau ar 
gyfer y can mlwyddiant.
www.carnegieuktrust.org.uk

Diolchiadau
Hoffai’r awduron ddiolch i bawb a gymrodd 
amser i siarad â ni yn ystod cam cyfweld yr 
ymchwil hwn. 

Hoffem hefyd ddiolch i Stevie Upton, Sefydliad 
Materion Cymreig, am ddarparu ymchwil 
atodol yn ystod yr astudiaeth, a Michael 
Trickey, Cyfarwyddwr Rhaglen Gwasanaethau 
Cyhoeddus Cymru 2025 am ei gyngor a 
chefnogaeth trwy gydol y prosiect. 

 

Mae Gwasanaethau Cyhoeddus Cymru 2025 yn derbyn 
cymorth ariannol gan y Joseph Rowntree Foundation  
a’r Gronfa Loteri Fawr. 

Lletyir Gwasanaethau Cyhoeddus Cymru 
2025 gan Ysgol Fusnes Caerdydd. 

The text of this work is licensed under 
the Creative Commons Attribution- 
ShareAlike 3.0 Unported License.  
To view a copy of this license visit,  
http://creativecommons.org/licenses 
by-sa/3.0/ or send a letter to Creative  
Commons, 444 Castro Street, Suite 900, 
Mountain View, California, 94041, USA.

Carnegie United Kingdom Trust, Incorporated by Royal Charter 1917, Scottish Charity No: SC 012799 operating in the UK and Ireland



Weathering the storm? A look at small countries’ public services in times of austerity Weathering the storm? A look at small countries’ public services in times of austerity

4 5

Ta
bl

e 
1:

 K
ey

 in
di

ca
to

rs
 o

n 
ec

on
om

ic
 a

nd
 s

oc
ia

l c
ha

lle
ng

es
 a

nd
 a

pp
ro

ac
he

s 
to

 p
ub

lic
 s

er
vi

ce
 c

ha
ng

e

Cr
ite

rio
n

W
al

es
Sc

ot
la

nd
Ne

w
  

Ze
al

an
d

De
nm

ar
k

Qu
éb

ec
Ne

th
er

la
nd

s
Au

st
ria

Po
pu

lat
ion

 siz
e3

3.0
6 m

4
5.3

0 m
5

4.3
9m

5.5
5m

7.9
8m

6
16

.62
m

 8.
42

m

Pe
r c

ap
ita

 GD
P 2

01
17

$2
9,4

87
8

$3
4,1

84
9  

$2
9,7

10
10

$ 4
0,9

29
Ca

na
da

: 
$3

9,0
70

$4
2,8

37
$ 4

2,1
32

20
10

 Ce
ntr

al 
go

ve
rnm

en
t d

eb
t a

s%
  

of 
GD

P11
UK

: 8
5.5

%
UK

: 8
5.5

%
30

.5%
39

.6%
 

Ca
na

da
: 

36
.1%

51
.8%

65
.8%

20
10

 Pu
bli

c s
ec

tor
 ex

pe
nd

itu
re 

as 
a %

 of
 

GD
P12

63
%

13
49

%
 14

35
.1%

 
42

.1%
Ca

na
da

: 
19

.2%
45

.3%
52

.97
%

20
10

 de
pe

nd
en

cy
 ra

tio
 (n

um
be

r o
f th

os
e 

yo
un

ge
r th

an
 15

 an
d o

lde
r th

an
 64

 pe
r 

10
0 w

ork
ing

 ag
e)15

UK
: 5

1.4
  

pe
r 1

00
UK

: 5
1.4

 
pe

r 1
00

50
.4 

 
pe

r 1
00

52
.6 

 
pe

r 1
00

Ca
na

da
: 4

3.9
  

pe
r 1

00
 

49
.3 

 
pe

r 1
00

47
.7 

pe
r 1

00

20
35

 pr
oje

cte
d d

ep
en

de
nc

y r
ati

o 16
UK

: 6
4.7

  
pe

r 1
00

UK
: 6

4.7
  

pe
r 1

00
64

.9 
 

pe
r 1

00
67

.5 
 

pe
r 1

00
Ca

na
da

: 6
4.0

  
pe

r 1
00

71
.9 

 
pe

r 1
00

68
.5 

pe
r 1

00

Un
em

plo
ym

en
t ra

te 
20

11
17

UK
: 8

%
UK

: 8
%

6.5
%

7.6
%

Ca
na

da
: 7

.4%
4.4

%
4.1

%

Yo
uth

 un
em

plo
ym

en
t 2

01
2  

(%
 of

 po
pu

lat
ion

15
/1

6-
24

)18
UK

: 2
1.9

%
UK

: 2
1.9

%
16

.7%
15

.1%
Ca

na
da

: 
13

.9%
9.3

%
8.6

%

Go
ve

rna
nc

e
De

vo
lve

d 
De

vo
lve

d 
Na

tio
n s

tat
e 

Na
tio

n s
tat

e 
De

vo
lve

d
Na

tio
n s

tat
e 

Na
tio

n s
tat

e 

This pamphlet is intended to contribute to our knowledge in  
Wales of what is possible. If other small countries are facing similar 
challenges to their public services, what insight might we gain from 
their responses? 

A companion study looking at public innovation in Wales: The state 
of innovation – Welsh public services and the challenge of change is also 
being published by Wales Public Services 2025.

2. Understanding policy developments in small 
countries

We selected six countries and regions that matched Wales’ situation 
and (broadly) its size, and in which the first review had identified 
developments warranting further investigation. They were: Austria, 
Denmark, Netherlands, New Zealand, Québec and Scotland  
(see Table 1). 

We undertook more in-depth desk research and a small number  
of interviews with policy experts in each country/region. We were 
particularly interested in drawing out policies and innovations of 
possible relevance to Wales. 

3. Emerging patterns in public service change

Overall, we found a sense of an impending crisis that had not yet fully 
emerged. Not all jurisdictions faced the same level of fiscal challenge 
but in all the ageing population is of critical importance. In most of  
our interviews, stakeholders prioritised the longer-term challenge of 
ageing populations over the immediate difficulties with the economy. 

We were able to discern four different approaches used by the 
governments, most using a mix of different approaches: rethinking, 
reforming, restructuring and retrenching.
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3.1 Rethinking – new whole-systems approaches to 
public services

Dictionary definition of rethink: to think 
about (something) again, especially with a 
view to changing one’s tactics or opinions

In our review we were looking for a ‘golden thread’ linking service 
specific policy developments to the overarching strategy and by  
the availability of resources to achieve the vision.

Scotland was the only jurisdiction where we were able to clearly 
observe a strategic approach and trace it to a series of cross-cutting 
policies. Key policies such as the Change Funds, and the Early Years 
Collaborative, show how this approach is being taken forward into 
practical policy change (see box 2). It is still too early to gauge the 
impact of these Scottish reforms and assess whether they will be 
sufficient to meet the scale of need associated with financial, 
demographic and environmental challenges. 

Even where we didn’t find a ‘golden thread’ we found similarities in 
how governments were fundamentally changing their approach to 
delivering public services. To be ‘rethinking’ initiatives rather than just 
‘reforming’ ones, we were looking for evidence that the approach was 
cross-departmental. The four approaches that repeated across our case 
studies were an outcomes based approach, a focus on prevention, 
co-production and egovernment. 

An outcomes-based approach
Three of our case studies took this approach, moving public 
performance reporting from inputs and processes to outcomes for 
people. Scotland and New Zealand are our strongest examples, both 
with national performance frameworks that set priority objective for 
the public sector as a whole. While learning from each other, Scotland 
and New Zealand have taken slightly different approaches. Scotland 
developed a holistic approach, aiming to capture all areas of 

6
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and so prevent them from becoming crises for individuals, as well as 
for society. These ambitions were most often around public health  
(such as smoking bans) and families with young children (early  
years policies, see box 2). In Scotland, Change Funds have been 
established to move funding ‘upstream’ to support young families, 
improve care and focus on rehabilitation of offenders though 
commentators regularly note the amount of funding is miniscule 
compared to the NHS budgets. In New Zealand, the tone of policy 
intervention is more directive, particularly around vulnerable families. 
In both countries, fiscal constraints are perceived to have increased 
the gap between this policy ambition and execution. 

A co-production approach
In many of our jurisdictions there was a growing recognition that 
solutions to the ‘wicked’ issues facing societies were likely to be  
better solved by users and citizens working in partnership with  

Box 2: Scotland’s Early Years Collaborative: Joined up 
working, prevention and outcomes 
 
The National Performance Framework identifies early years as a 
national outcome: Our children have the best start in life and are 
ready to succeed. The objective of the Early Years Collaborative 
(EYC) is to move this ambition into practical action.  They are 
a coalition of Community Planning Partners, including social 
services, health, education, police and third sector professionals. 

They aim to: 

 •  Deliver tangible improvement in outcomes and reduce 
inequalities for Scotland’s vulnerable children. 

 •  Put Scotland squarely on course to shifting the balance  
of public services towards early intervention and prevention 
by 2016. 

 •  Sustain this change to 2018 and beyond.

government interest and activity, while New Zealand focused 
attentions on key issues that they wished to see improve. So while 
Scotland has 50 national indicators, New Zealand has 10 ‘results’  
(see box 1). Both Scotland and New Zealand have altered 
accountability structures to match this outcomes based approach.  
In Scotland, government departments were abolished in an attempt 
to remove government silos. In New Zealand, highly visible ‘Chief 
Executives’ of departments are publicly responsible for delivery  
of outcomes. 

A preventative approach
We found evidence in Scotland and New Zealand of the policy 
ambition to intervene earlier in the lifecycle of various social problems 

Box 1: 10 ‘results’ set by the New Zealand government  
in 2012
 
1.  Reduce the number of people who have been on a working 

age benefit for more than 12 months.
2.  Increase participation in early childhood education. 
3.   Increase infant immunisation rates and reduce the incidence 

of rheumatic fever. 
4.   Reduce the number of assaults on children.  
5.   Increase the proportion of 18 year olds with NCEA level 2 or 

equivalent qualification. 
6.   Increase the proportion of 25-34 year olds with advanced 

trade qualifications, diplomas and degrees (at level 4 or 
above).  

7.   Reduce the rates of total crime, violent crime and youth crime. 
8.   Reduce reoffending.  
9.   New Zealand businesses have a one-stop online shop for all 

government advice and support they need to run and grow 
their business. 

10.  New Zealanders can complete their transactions with the 
Government easily in a digital environment.
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E-Government
Using technology to reduce costs is a key policy in Austria,  
Denmark and at the local level in the Netherlands. By contrast to the 
collaborative approach adopted in Wales, the Austrian government 
used legal instruments to ensure take-up of e-Government services by 
public agencies (see box 4). In Denmark, considered to be a European 
leader in e-Government, transformative change was achieved through  
a national strategy and a cross-departmental leadership group. 

Box 4: E-Government in Austria

In its 2009 Turning the Administration Upside Down report20, 
the Austrian Government claims that 95% of public services are 
available online, against an EU average of 75%. 

The Austrian government has used a range of legislative and 
regulatory powers to drive forward its e-Government agenda 
across public services. In particular:

 •  Use of the e-filing system is today a legal requirement across 
all tiers of government, so centralising and simplifying access 
to key documents.

 •  All public services are required to use a central database for 
identity data. This has enabled the development of a single 
register of residents and a single register of family relations - 
the latter being in development today. 

 •  In 2012 legislation was passed to centralise federal IT 
budgets, shifting them away from the control of individual 
ministries to the Ministry of Finance. 

From the Government’s perspective these reforms have led 
to efficiency gains. For citizens, there have been observable 
increases in the speed of service delivery, reductions in the 
number of mistakes made - thanks to coordination between 
records - and a marked decrease in paperwork.

service providers (whether they are in the public, private or third 
sector). In Québec, this focused on the co-delivery of services through 
the social economy (see box 3). In Denmark and Scotland, the focus 
was more strongly on the involvement of users in co-production of 
public services, through voice and choice mechanisms. 

Box 3: The Québécois Social Economy

In 1996 the Task Force on the Social Economy set out the key 
aspects of the social economy, seen as separate from both the 
capitalist economy of provision of goods and services for profit, 
and the traditional public sector. Today the social economy sector 
is estimated to consist of over 6,200 cooperative and non-profit 
enterprises that employ 65,000 people19. 

The social economy in Québec predated the fiscal crisis but can 
be seen as a reaction, and solution, to the ageing population, 
by providing exactly the kinds of services that make it possible 
for the elderly to stay in their homes. The domestic home care 
industry provides things such as housecleaning, meal preparation, 
shopping assistance and odd jobs. The clients of this service pay 
a sliding scale $4-18 (Canadian dollars) per hour depending on 
household income for the service. The employers are subsidised 
by the government to supplement wages bringing them up to 
the level of the living wage. 

Introduced in March 2013 the Social Economy Bill aims to 
recognize the contribution of the social economy to the 
socioeconomic development of Québec by creating a Panel of 
Social Economy Partners to advise the Minister. Ministers will be 
required to take the social economy into consideration in existing 
measures and programs, when updating those measures and 
programs, and in developing new tools for enterprises. They 
must also, whenever it is relevant, promote the social economy 
initiatives carried out in Québec.
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3.2 Reforming 

Dictionary definition of reform: To improve by 
alteration, correction of error, or removal of 
defects; put into a better form or condition.

Our ‘reforming’ examples were often focused on specific services  
and we used a ‘life cycle’ approach to identify innovations (early years, 
young people not in education, employment or training and older 
people).

Perhaps unsurprisingly, given that we selected our case studies from 
those with ageing populations, the highest level of innovation was in 
older people’s services. We were struck by the conceptualisation of 
older people in Québec, where the language of the third age is split 
into two, both the third age and the fourth age. The third age is one  
of active ageing, with a focus on staying in the labour market and 
volunteering, the fourth age is where health deteriorates and more 
support is required. 

Policies on extending this ‘third  
age’ were common in all our case studies, either by 

public health interventions (anti-smoking in New Zealand 
for example) or labour market policies (active ageing in Québec, 
sustainable workplaces in The Netherlands). In a number of 
jurisdictions, interventions focused heavily on supporting people  
to stay in their own homes for as long as possible (Scotland, Québec, 
Austria and Denmark). 

For young people, the most innovative policy we found was  
Denmark’s ‘right and duty’ to education and training, and the focus  
on entrepreneurship for young people. Austria was  also investing  
in economic participation of young people and families with  
young children. 

12
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approach in Scotland, New Zealand and the Netherlands.
In the Netherlands a dramatic reduction in municipalities is  
underway, as a direct result of the fiscal situation (see box 5).  
The number of provinces will be reduced from 12 to 10 and the 
number of municipalities from 412 to 337. It is not expected to  
be completed until 2017. The changes are taking place against a 
backdrop of budget cuts and while some municipalities have been 
able to innovate there is concern that the pace of change may be  
too great. 

In Scotland, local councils have not been affected but local Police  
and Fire Boards have been amalgamated into national services.  
Much of this restructuring is still underway and will take several years 
to complete. Whether or not they achieve the savings anticipated is 
unclear. 

Local government amalgamation took place in New Zealand at a 
voluntary level, with municipalities and regions in Auckland merging  
to make a ‘super-city’. 

3.4 Retrenching 

Dictionary definition of retrench: to reduce or 
curtail (costs); economise

Our final approach to the ‘storm’ was retrenchment. This was generally 
done as ‘salami slicing’ off budgets, though local government does 
seem to have suffered more severely than other areas of public sector 
spending in a number of our case studies. Denmark has introduced 
tougher fiscal controls to avoid over-spending of municipalities and 
regional governments (see box 6)

Cuts in welfare payments were occurring in all of our case studies. 
Scotland is affected by the same cuts as Wales, and similarly Québec is 
affected by Canada-wide changes (though there is more devolution of 
welfare in Canada than the UK). 

3.3 Restructuring 

Dictionary definition of restructure: to 
organize (a system, business, society, etc.) 
in a different way

As debate increases in Wales around the reorganisation of local 
government, it is interesting that our study found that amalgamating 
municipalities was a common way of seeking efficiencies across the 
countries and regions we looked at. We found evidence of this 

Box 5: Netherlands: Restructuring, and rethinking, at the 
local level - Molenwaard

On January 1st 2013 three small municipalities merged to 
become the municipality of Molenwaard21. Finances dictated  
that building a new city hall was out of the question so 
alternatives had to be explored.

Molenwaard has responded by turning the typical local 
government model on its head. Rather than housing specialist 
civil servants at one central location and expecting citizens to 
travel Molenwaard staff are spread throughout the district. Civil 
servants now visit citizens in their own villages bringing the city 
hall to them. The changes mean that staff must be flexible and 
able to answer cross-departmental questions but early feedback 
is that citizens value being closer to government and find it more 
efficient to deal with just one official. 

Citizen capacity is also being invested in. In exchange for money 
and support from the municipality citizens are invited put in time, 
money and skills to take forward local projects. Known as ‘Citizen 
Participation’ this partnership approach has allowed projects that 
would otherwise have stalled through lack of resources to get off 
the ground. A pot of money for such projects has been set aside.
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Our hypothesis was that smaller jurisdictions should find it easier to 
develop a coherent, whole-systems plan for future public services - 
identifiable by a ‘golden thread’ linking different aspects of public 
service reform to a holistic strategy. 

We were particularly interested to find examples where the ‘rethinking’ 
elements were brought together in an innovative, strategic approach 
to public services. 

Instead, we were struck by how difficult it was to discern a golden 
thread in any of our case studies. Each portrayed elements of  
more than one approach to responding to the ‘storm’ of fiscal 
constraint and ageing populations – mixing retrenchment with  
reform, or rethinking with restructuring. But none could really  
evidence a system that was fully integrated and delivering ‘more  
than the sum of its parts’.

One reason for this difficulty may well be the fiscal crisis. While there  
is a sense of ‘not wasting a good crisis’ the retrenchment evident  
in all our case studies tempered the way that policies were viewed  
and the extent to which the more radical changes (our rethinking 
elements) were able to really challenge existing structures of public 
service governance and delivery. All evidenced some level of 
retrenchment, usually through welfare cuts, often moving from 
universal to more targeted approaches. This has been a difficult 
process in most countries and arguably brought down two recent 
governments of our six case studies (Québec, the Netherlands).

Where rethinking elements were being developed, it was interesting  
to see the extent to which they were seen as mutually reinforcing.  
We saw examples of e-Government being used to support  
co-production, with outcomes moving the direction of policy travel 

Benefit cuts were a key policy of governments in the Netherlands and 
New Zealand. In the Netherlands, for example, eligibility for long-term 
care payments was reduced substantially. 

4. Conclusions

Our case studies each show areas of innovation which are of direct 
relevance and interest in a Welsh context. In Wales, similar activities are 
underway: e-Government and outcomes-based management 
approaches are being developed, there is an appetite for joined up 
working and for a stronger focus ‘upstream’ on prevention. 

Box 6: Controlling public spending in Denmark

The fiscal crisis has made Denmark more aware of its approach to 
public expenditure. 

As Denmark is a highly devolved state (63% of government 
expenditure is through local government22) it is local government 
that has been more severely affected by budget cuts. 
 
In the vision for government the Prime Minister criticises previous 
practice whereby budgets were allowed to slip each year leading 
to large overall increases in expenditure. 

To bring this back under control, they introduced a budget 
law that makes it illegal for state, municipality and regional 
governments to exceed their budgets. The ceilings will be for a  
multi-annual period of four-years and are to be implemented in 
2014-1723. 

16 17
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