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1 Overview 

 

Following the surprise of last year's Autumn Statement - when Osborne was buoyed by the Office 

for Budget Responsibility (OBR) revealing that the public finances were £27bn better off than 

previously thought - today's Budget marked a return to austerity. With concerns growing of a global 

slowdown in growth, the OBR today provided headaches for the Chancellor as it downgraded this 

year's forecasted growth rate from 2.4% to 2%.  

 

As pre-briefed by the Chancellor at the weekend, this has resulted in a further £3.5bn of spending 

reductions having to be introduced by 2020, with Osborne playing down the scale of the fiscal 

tightening by stating that the reductions were the equivalent of just 50p of every £100 of Government 

spending. However, with the Health, International Development, pensions, Defence and per pupil 

school funding all protected, certain departments will take the brunt of the reductions. 

 

However, despite the increasingly negative economic outlook the Chancellor highlighted that the UK 

economy is in a strong position to withstand any potential slowdowns or shocks in the future 

compared to most advanced economies. 

 

Additionally, the Chancellor included a number of sweeteners for the general population, notably 

(despite much speculation) fuel duty will be frozen for the sixth year in a row, as will beer cider and 

spirits duties.  
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 Analysis 

 In many ways this was the financial statement that was widely anticipated in the Autumn. With 

the OBR providing the unwanted news of downgraded growth forecasts, the Chancellor was 

forced into both reducing Government spending and implementing further tax rises. 

 

Despite the gloomy news from the OBR regarding the global economic outlook, Osborne used 

a theme of this being a Budget "for the next generation", highlighting five key measures to 

attempt to drive productivity growth: 

 

 The reform of 'distortive' taxes both regarding income tax and business taxes 

 Improving schooling. 

 The implementation of business rate cuts for small businesses. 

 Delivering long-term infrastructure improvements. 

 Continuing to devolve economic decision-making to cities and regions. 

 

With his personal approval ratings and Conservative leadership prospects fading in recent 

months, Osborne will hope on a personal level that today's Budget will have improved his future 

political prospects. However, his reemphasis early on in his statement of his support for the UK 

remaining in the European Union is unlikely to improve his popularity amongst the Conservative 

grassroots anytime soon. 

 

 

Opposition response: 

 

Responding for the Labour Party, Jeremy Corbyn MP 

managed to avoid the errors of his Shadow 

Chancellor who famously quoted Chairman Mao 

when responding to the Autumn Statement. Corbyn 

chose to focus on the OBR's downward revisions of 

its economic forecasts, and attacked the measures in 

the Budget as being unfair.  

 

He was highly critical of the change to the higher rate tax threshold and the cut to corporation tax, 

claiming that this was a Budget that would hit the poor and was more for hedge fund managers than 

small businesses.  
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2 Headline announcements 

 

Growth and the state of the public finances 

 

Osborne's key announcement regarding the state 

of the economy was that the next five years of 

growth forecasts have been revised down. Growth 

for 2016 is now anticipated to be 2% rather than 

the 2.4% predicted in November. The new forecast 

for 2017 is 2.2% and 2.1% for 2018. However, 

Osborne highlighted that the UK is still expected 

to grow faster than any other major western economy. Inflation is forecast to be 0.7% for 2016 and 

1.6% in 2017. 

 

Further announcements included:  

 

 Further cuts of £3.5bn will be implemented by 2020. Spending as a share of GDP will fall to 36.9%. 

 Forecasted debt as a share of GDP has been revised up for each of the next 5 years, with debt 

targets missed. 

 Public finances are still projected to reach a surplus of £10.4bn in 2019-2020. 

 Borrowing forecasts have been revised up for each of the next five years. 

 

Lifetime ISA 

 

In one of the most notable surprise announcements of the Budget, Osborne unveiled a new "lifetime" 

ISA for those under 40. Under the new scheme, those who save a maximum of £4,000 towards a 

deposit on a home or retirement will get a £1,000 top-up from the state every year until they turn 

50.  

 

Taxation and business rates 

 

Major changes to both personal and business taxation featured prominently in this year's statement, 

with the following key announcements: 

 

 Corporation tax to fall to 17% by 2020, currently it 

stands at 20%. 

 A range of measures will be implemented to 

tackle tax avoidance by multinational companies, 

including measures to ensure that profits are 
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taxed in line with activities in the UK - Osborne stated that his package of anti-tax 

evasion/avoidance measures will raise £12 billion in total by 2020.  

 The annual threshold for small business tax relief will be raised from £6,000 to a maximum of 

£15,000. From April 2017, small businesses that occupy property with a rateable value of £12,000 

or less will pay not business rates. 

 Commercial stamp duty will be reformed. The new rates will be 0% for the portion of the 

transaction between £0 and £150,000, 2% from that point to £250,000 and 5% for above 

£250,000.  

 The 40% income tax threshold will rise from £42,385 to £45,000 in April 2017. 

 The tax-free personal allowance will rise to £11,500 in April 2017. 

 

Education 

 

As announced earlier in the day, the Chancellor stated that 25% of schools will be able to opt in to a 

longer school day from September 2017 so that they can offer a wider range of activities for pupils. 

£285 million of funding has been allocated for this.  

 

Additionally, Osborne stated that, by the end of 2020, every school in England will be an academy or 

free school, or in the process of becoming one.  

 

Sugar levy 

 

In a major win for Jamie Oliver and public health campaigners, a levy on soft drinks producers was 

announced. The levy will be introduced in two years' time, and is expected to raise £520 million a 

year. The levy will apply to drinks with a total sugar content above 5 grams per 100ml, with a higher 

rate for those with over 8 grams per 100ml. Some of the proceeds will be used on primary school 

sport spending. 

 

3 Sectors to watch  

 

3.1 Technology 

 

The Digital economy and technology were not main areas of focus in the budget. However, measures 

to boost those trading online and crack down on those avoiding VAT were announced, along with 

steps to boost technological innovation and skils: 

 

 A “tax break for the digital age” will be introduced to give micro entrepreneurs two tax free 

allowances of £1,000 for online trading and property income.  

 Overseas traders from beyond the EU selling online will no longer be able to avoid paying VAT. 



 

16 March 2016 • 6 

 As trailed in the Autumn Statement, confirmation of a new Broadband Investment Fund will be 

established, in partnership with private sector investors, to support the growth of alternative 

broadband networks by providing greater access to finance. 

 Delivery of a new 5G strategy in 2017, based on an assessment by the National Infrastructure 

Commission of how the UK can become a world leader in 5G. 

 A new government commitment that 750MHz of valuable public sector spectrum in bands under 

10GHz will be made available by 2022, of which 500MHz will be made available by 2020. 

 £14.5 million in grants to extend ultrafast broadband coverage in the South West.  

 Compulsory maths education up to 18 and a panel of experts will help shape the £20 million 

Institute for Coding competition. 

 It will become easier for SMEs rejected by high-street banks to access to FinTech platforms 

Bizfitech, Funding Options and Funding Xchange, which will be designated as finance platforms. 

 Highways England Innovation Strategy includes trials for driverless vehicles in 2017, doctoral 

funding and a £15m ‘connected corridor’ to connect vehicles wirelessly with infrastructure. 

 Specific project funding, including £15m for a National Institute for Smart Data Innovation Centre 

in Newcastle, £38m in grants for low emission vehicles and Science and Innovation Audits for the 

regions. 

 £10m for a Big Data hub and centre for excellence in economic measurement to help the ONS 

provide more detailed and accurate statistics. The centre for excellence will focus on the ONS’ 

ability to measure the digital economy. 

 The government will announce details of greater freedoms and flexibilities in England to support 

the deployment of mobile infrastructure  

 

3.2 Health 

 

The Budget outlined how the NHS continues to work to deliver £22 billion of efficiency savings. The 

major announcement was the introduction of a soft drinks industry levy that has been created to 

tackle childhood obesity, of which sugar consumption is a chief factor. The estimated cost to the UK 

economy from obesity is about £27 billion and the Government feels that the levy will go a long way 

in trying to address this issue. The levy is expected to raise £520 million in its first year.  

 

There was continuous mention by the Chancellor of his wish to ‘put the next generation first’ and 

true to this the Government will be investing £1.5 million in child prosthetics. In addition, a fund will 

be developed to encourage the development of new breakthrough innovative prosthetic products 

for the NHS.    

 

Other announcements:  

 Increase in the duty on hand-rolling tobacco by an additional 3%. 
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 The government has committed banking fines to support good causes over the next four years. 

In line with this they will be giving £4.2 million to the Air Ambulance in Northern Ireland to help 

them establish a Helicopter Emergency Medical Service. 

 Banking fines will be used to allocate £1.1 million to Central Manchester University Hospitals NHS 

Foundation Trust and £700,000 to Sheffield Children’s Hospital Charity. This funding will go 

towards a dedicated helicopter landing pad.  

 £2 million in banking fines will be allocated to University Hospital Southampton NHS Foundation 

Trust. This will be used to build a dedicated Paediatric Emergency and Trauma Department.  

 

3.3 Energy 

 

The Chancellor’s budget contained a number of major measures for the energy sector including 

further support for oil and gas, changes to carbon taxes, the scrapping of the CRC Energy Efficiency 

Scheme and the doubling of funding for renewable energy projects, although included no mention 

of the Paris agreement or Levy Control Framework (LCF). 

 

The continuation of the fuel duty freeze and more tax cuts for oil and gas will be seized upon as 

further evidence of Osborne’s inability to align energy and fiscal policy with international efforts to 

support the transition to a low carbon economy and hit the UK’s legally binding carbon reduction 

goals. However, the proposed increased in the Climate Change Levy from 2019 is to be welcomed 

and will serve to encourage greater energy efficiency and lower energy usage by increasing the 

effective price of energy. 

 

Key measures: 

 

 £730m budget for renewable energy contract auctions confirmed. 

 Further tax cuts for North Sea oil and gas (backdated to January). 

 Abolition of the CRC Energy Efficiency Scheme. 

 An increase in the Climate Change Levy (CCL) from 2019 and rebalancing of CCL rates for different 

fuel types to incentivise reductions in the use of gas. 

 At least £50 million will be allocated over the next 5 years for innovative energy storage and 

demand-side response projects, and “other smart technologies.” 

 Provision of £20 million of additional funding for a second round of seismic surveys in 2016-17 

to stimulate further exploration of the UK Continental Shelf. 

 

3.4 Transport 

 

As widely anticipated, announcements regarding major infrastructure projects featured prominently 

in the Budget. Osborne explained that the Government had accepted the recommendations included 

in Lord Adonis' National Infrastructure Commission's first three reports, including: 
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 £300 million of funding to improve northern transport connectivity. 

 Giving the green light to the High Speed 3 rail link between Leeds and Manchester. 

 Proceeding with Crossrail 2, supported by £80 million to help fund development.  

 

Additional transport and infrastructure announcements included in the Budget state that the 

Government will:  

 

 Establish the UK as a global centre for excellence in connected and autonomous vehicles. 

 Allocate £151 million from the Local Majors Fund to fund local transport projects. 

 Allocate the £50 million Pothole Action Fund for England in 2016-17 

 Respond in full to the Shaw Report on the future structure and financing of Network Rail later 

this year, but have welcomed the recommendations and will work with the Competition and 

Markets Authority regarding possible implementation. 

 

4 Political Intelligence 

 

For further information on the 2016 Budget, or if you'd like to discuss your current plans for this 

Parliament and ways in which Political Intelligence could support your organisation in your public 

affairs activity, then please contact us on 020 3397 3300 or contact our Group Managing Director 

Nicholas Lansman for further information.  

 

mailto:nick@political-intelligence.com

