The Autumn Budget
2021

The Autumn 2021 Budget has been
eagerly awaited, not least because of the
announcements already made in the
days leading up to it. With multiple,
mainly positive, measures already
having been revealed, it was a matter of
speculation which details would be held
back for the Chancellor’s speech itself.
______

Mr Sunak started on an optimistic note, praising employment,
investment, and growth progress, confident that the current plan
is working. He claimed that supporting working families was a
priority, and that the Conservatives are the real party of public
services. So is this the ‘economy for a new age of optimism’ as
Mr Sunak claims?

The main points of the Autumn 2021 Budget are summarised below.

THE ECONOMY
• Inflation is a growing concern. The annual inflation rate in September was
3.1% and is likely to rise further.
• The high inflation rate can be explained by increased demand, supply
chain issues, and rising energy prices.
• It was stressed that this was not unique to the UK, but the government
would take action where possible.
• The Office of Budget Responsibility (OBR) expects the economic recovery
from Covid to happen earlier than previously expected in early 2022.
• Growth forecasts have been revised up from 4% to 6.5% for 2021 and 6% in
2022, before reverting to more normal levels.
• Unemployment was expected to peak at 12% as a result of the pandemic,
but the current estimate is 5.2%. This equates to 2 million fewer people
out of work.
• Wages have risen in real terms by 3.5% since February 2020.
• The economic scarring arising from Covid has been revised from 3% to 2%.
• Borrowing levels reached a peacetime record during the pandemic.
Strengthening public finances to deal with the next crisis is high on the
agenda.
• Debt levels are currently 85.2% of GDP this year and expected to rise over
the next two years, before eventually stabilising, then falling.
• Borrowing has reached 7.9% of GDP this year, with the expectation that
this will fall to 3.3% next year.
• A new Charter for Budget Responsibility has been announced and the
measures will be put to a vote. This will introduce new guidelines for
public spending:
- Public sector net debt should fall.
- In normal times, the State should only borrow to invest in growth.
Everyday spending must be met through existing revenues such
as taxes.
- Currently, the government is meeting all targets.
• The government intends to inject £150 billion into the economy by 2025.

PERSONAL TAX
The main changes to the personal tax regime were announced in September:
• Dividend tax and National Insurance contributions will increase by
1.25% from April 2022.
• From April 2023, these rates will return to normal, but with the
addition of a new Health and Social Care Levy. This will also be 1.25%,
but will appear as a separate item in your payslip or tax return.
• The purpose of the increase is to pay for spiralling costs in health and
social care.
• Tax rates and thresholds will otherwise remain frozen until 2026. In
an environment of high inflation, this equates to a tax increase in real
terms.
• The tax burden on the public will be at the highest level for 70 years.
WORK
• The National Living Wage will increase from £8.91 per hour to £9.50
from April 2022.
• Following a pay-freeze, public sector workers will receive an increase
to their earnings.
• Spending on skills and training will be increased by £3.8 billion
(a 42% rise).

PENSIONS
• Current levels of tax relief for pensions will remain intact.
• Currently, many lower earning employees are missing out on the
pension tax relief they are entitled to. A new top-up system will be
introduced to correct this.
FAMILY
• £300 million has been allocated to a new Start for Life programme in
England.
• This will include support for families with complex issues, advice
centres for parents, pre-natal mental health support, and
breastfeeding support.
BENEFITS
• The Universal Credit taper rate will be reduced from 63p to 55p. This
will benefit claimants who are in work, as they will keep more of their
earnings.
• This will partly compensate for the £20 per week uplift ending, but
only for those who are employed.
• The work allowance (the maximum amount that can be earned before
affecting Universal Credit means testing) will be increased by £500 by
December 2021.

EDUCATION
• Funding for each child will be increased by £1,500,
which indicates a return to 2010 funding levels.
• £3 billion is being allocated to the education of
over-16s.
• £1.6 billion of this will go towards additional
classroom time for 16-19 year olds studying for
technical qualifications.
• 30,000 new school places will be created for children
with special educational needs.
• £560 million has been promised to support adults in
improving their numeracy skills.
• 24,000 traineeships will be created, and ‘boot camp’
training offered in areas such as cybersecurity,
artificial intelligence, and nuclear energy.
• £830 million will be distributed to colleges in
England for new equipment.
• Apprenticeship funding will increase to £2.7 billion
by 2024-2025.
• Level 3 courses in STEM subjects will be made more
widely available.

HEALTHCARE
• £5.9 billion has been promised to help deal with the
backlog and reduce waiting times for scans and
tests.
• £5 billion has been allocated for healthcare
research, which will be distributed over the next
three years.
• This will increase to £2 billion per year by 2024.
• Of this, £95 million will be allocated to encourage
the use of cutting-edge technology in the NHS.
• Cancer, obesity, and mental health are particular
targets for the new funding.
• Financial support has also been promised for
genome sequencing technology. This is capable of
detecting over 200 conditions in newborns. Current
testing can identify only nine of these conditions.
This could potentially save 3,000 babies per year.
• £5 million will be offered to support research into
new treatment options for amputees and blast
victims.
• 40 new hospitals are expected to be built, with 70
more receiving significant upgrades.
• 50,000 more nurses are to be recruited and 50
million more primary care appointments should be
made available.
HOUSING
• £1.8 billion will support the building of 160,000 new
homes on brownfield sites in England.
• 1 million new houses will be built in total, of which
180,000 will be affordable homes.
• A budget of £5 billion has been allocated to remove
unsafe cladding from existing buildings. This will be
funded by residential property developers’ tax.
• £9 million will be provided to turn derelict urban
spaces into small parks.

BUSINESS AND INNOVATION
• The Covid Loan Recovery Scheme will be extended
by six months, to June 2022.
• Business rates will be reformed, including 12 month
relief for companies investing in their own
premises.
• The planned increase to business rates from 2022
will be cancelled.
• Businesses in the retail, hospitality, and leisure
industries will benefit from a 50% business rates
discount, with total relief capped at £110k per
business.
• The corporation tax surcharge levied on banks will
be reduced from 8% to 3%. This represents a £1
billion tax cut for banks.
• £1.4 billion has been pledged to encourage
international investors and overseas workers into
the UK.
• This will take the form of grants, and will be used to
encourage investment into life sciences and
automotive technology.
• £354 million of this will be allocated to life science
manufacturing, specifically designed to improve
resilience to future pandemics.
• £800 million will be earmarked to support the
production and supply of electric vehicles.
• Recruitment will also be given a boost through a
new ‘talent network.’ This will aim to recruit
specialist workers from international universities
and other areas of innovation. San Francisco,
Boston, and Bengaluru (India) will be among the
first ‘innovation hotspots’ to be targeted.
• A new scientific research centre in Oxfordshire will
be funded at a cost of £125 million.
• £150 million has been allocated to the British
Business Bank to encourage regional investors
(outside London) to fund smaller businesses in a
‘Dragons’ Den’ style approach.
• The Research and Development spending target of
£22 billion is set to be achieved by 2026/2027, two
years later than originally planned.
• The aim is for the UK to become a global science
superpower.

"

The high-spending
approach adopted by the
current government has
carried through to the most
recent budget
announcement, with
particular investment in
healthcare, business, and
technology

"

ENVIRONMENT AND TACKLING CLIMATE
CHANGE
Climate change was not specifically addressed during the
Budget, but this comes days before the UN Climate
Change Conference (COP26) summit in Glasgow, which
may bring further developments.

LOGISTICS AND TRANSPORT
• To help address supply chain issues, the road user levy for
HGV drivers will be suspended until 2023. Excise duty will
also be temporarily paused, and £32.5 million is being
allocated to improve lorry park facilities.
• £6.9 billion will be allocated to improve local train, tram,
and bus services as well as cycle networks in England’s
major cities.
• However, this includes £5.4 billion of spending that has
already been announced but not yet delivered.
• £21 billion will be spent on roads, with a further £46
billion earmarked for railways.
• Domestic flights will have air passenger duty cut to
encourage travel within the UK.
• The increase in fuel duty will be cancelled, saving an
average driver £1,900 per year.

INFRASTRUCTURE
• A ‘levelling up’ fund of £1.7 billion will be allocated
to the improvement of towns and cities.

CRIME
• £435 million has been set aside for crime
prevention, prosecution, and victim support.

• Local governments will benefit from grant funding
of £4.8 billion.

LEISURE AND CULTURE
• Duty rates on alcohol will be simplified, with higher
strength drinks attracting a higher duty, and lower
strength options (such as Prosecco) receiving a tax
cut.
• The tax on beer and cider sold in pubs will be
reduced, with the cost of a typical pint being
reduced by 3p.
• £850 million will be spent on restoring museums
and art galleries, such as the V&A and Tate
Liverpool.
• £75 million will be distributed amongst regional
museums.
• £700 million will be spent on creating and
maintaining football pitches, tennis courts, and
other youth facilities.

BORDERS, TRADE AND OVERSEAS AID
• Exports to the EU have fallen by 10%, while imports.
have reduced by 15% following Brexit.
• £700 million has been earmarked for post-Brexit
border and immigration infrastructure.
• This includes a new fleet of patrol boats, which
account for £74 million of this budget.
• The goal is to return to foreign aid provision of 0.7%
of GDP by 2025.

CRITICISMS
The Shadow Chancellor, Rachel Reeves, had strong criticism for the plans, stating
that the measures would mainly benefit ‘bankers on short-haul flights sipping
Champagne.’ She also drew attention to the ‘waste, cronyism, and vanity
projects’ of the current government.
Working people will pay the highest rates of tax since the 1950s, while many large
businesses and wealthy people will either be untouched or will benefit from the
new measures.
Attention was drawn to the £37 billion already spent on the Test and Trace
system, which has faced spiralling costs and has not been as effective as
intended.
Criticisms have also targeted the lack of ‘green’ measures in the Budget,
particularly as domestic air travellers and motorists will benefit from tax cuts.
One of the major criticisms of this Budget is that some of the more generous
spending measures simply give back what the current government took during
the austerity years, for example, funding cuts to the NHS and the closure of Sure
Start centres.

CONCLUSION
Many of the above spending measures were announced prior to the Budget itself,
possibly to spread some goodwill in advance of the Chancellor’s speech.
The high-spending approach adopted by the current government has carried
through to the most recent budget announcement, with particular investment in
healthcare, business, and technology. However, it could be many years before a
typical working family sees any benefit from the measures announced, and in the
meantime, will face increasing prices and a higher tax burden.
The economic situation is certainly improving following the pandemic, but we
still have a long way to go.
Please don’t hesitate to contact a member of the team if you would like to find
out more about this year’s Budget and how it affects you.
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