
 

Budget 2020 

Levelling Up In Action  
 
 
Today brought us Rishi Sunak’s first Budget, the first of Boris Johnson’s 
premiership, and the first since the UK’s departure from the EU. Billed as ‘The 
Manifesto Budget’, this was an opportunity to follow through on the promises 
that delivered the Conservative Party a majority in December and demonstrate 
to new supporters that they have been listened to. It was also the most 
important day of Rishi Sunak’s short but meteoric political career thus far, 
giving him the stage to set out his vision for the UK’s economy.  
 
 
The ongoing coronavirus epidemic meant that the Government has had to hold back on delivering some of 
its agenda. The shock to the markets and the potential for widespread and prolonged economic disruption 
has made the Government understandably cautious, choosing, in its own words, to “prioritise economic 

security”. It has also required money to be diverted to tackle the manifold implications – economic and 
otherwise – of the spread of the virus. Despite the uncertain background, today the Chancellor delivered 
the most expansionary budget since the Conservatives came to power in 2010, promising wide-ranging 
investment in post-Brexit Britain.  

 

Coronavirus  
The Chancellor opened his speech with reassuring words 
about the Government’s plans to deal with the outbreak of 
coronavirus, emphasising the need for “security and 
stability”. The spread of the virus and the potential for 
widespread transmission creates huge risks for businesses 
and individuals alike. In advance of the Budget, business 
groups such as the Confederation of British Industry (CBI) 
and the Federation Small Businesses (FSB), as well as the 
Trades Union Congress (TUC) called for emergency 
measures to soften the impact of economic disruption. The 
Treasury’s emergency response fund, to support the NHS 
and other public services, has been set at an initial £5 bn.  

The Chancellor set out the Government’s approach, 
describing it as “one of the most comprehensive economic 
responses of any government in the world”. The potential 
necessity for individuals to stay at home has created 
understandable concerns for the self-employed and those 
who do not qualify for statutory sick pay (SSP). The 
Government has introduced measures to protect people 
that fall into these categories. In a pre-Budget 
announcement, the Prime Minister stated that workers 
forced to stay at home would receive sick pay from day one, 
rather than having to wait for four days as is currently 
required. This will also be available to those who self-isolate 
without symptoms.  

Mindful of the impact on the self-employed and workers in 
the gig economy, the Chancellor further announced a 
temporary change to benefits, allowing people to claim 
Contributory Employment Support Allowance from day one 
instead of day eight and temporarily removing the minimum 
income floor for Universal Credit. The requirement to 
attend a job centre in person will also be relaxed allowing 
claimants to access their benefits remotely. 

In addition to this the Government will be establishing a 
£500m hardship fund that will be assigned to local 
authorities to distribute.  

“This Budget delivers security today, but 
lays the foundations for prosperity 
tomorrow” 
 
Rt Hon Rishi Sunak MP, Chancellor of the 
Exchequer  



 

The Government has also moved to shield businesses from 
the impact of coronavirus. Businesses with fewer than 250 
employees will be refunded the cost of SSP due to 
coronavirus. The Treasury has instructed HMRC to scale up 
the ‘time to pay’ service which allows businesses to defer 
tax payments over an agreed period of time. There will also 
be an interruption loan scheme to support businesses’ 
access to bank lending and overdrafts. The Government will 
provide lenders with a guarantee of 80% on each loan to 
give lenders confidence.  

Sunak pledged to use the tax system to support business. 
The most eye-catching measure was an increase of the 
retail discount to 100%, abolishing rates for businesses with 
a rateable value of below £51,000. This discount will be 
extended to the leisure and hospitality sectors. As a result, 
nearly half of all business property in the UK will not pay any 
business rates this year. For businesses that will not benefit 
from these measures, the Government will provide a £3000 
cash grant to around 700,000 businesses that are currently 
eligible for Small Business Rate Relief or Rural Rate Relief. 
These are wide-ranging measures that total £7 bn in direct 
assistance and £30 bn of fiscal stimulus.  

Overall Economic Climate & 
Forecasts 
Whilst the UK growth rate has been steady, if not stellar, 
over recent months, the spread of coronavirus has caused 
huge market uncertainty. Governments and central banks 
worldwide have moved to mitigate this risk. Early this 
morning the Bank of England announced a 0.5% cut in 
interest rates to 0.25%.  

The fact that the virus started in China has particularly acute 
implications for supply chains and the global economy with 
many experts predicting a recession. The question is how 
quickly economies will be able to bounce back and whether 
they will suffer lasting damage.  

Sunak sought to highlight the underlying positive aspects of 
the UK’s economy, describing it as “robust” and the UK’s 
public finances as “sound”. However, he highlighted how – 
even before the current crisis – the UK was faced with a 
slowing world economy. This led the Office for Budget 
Responsibility to downgrade productivity and reduce GDP 
growth projections. Nevertheless, the Government’s plans 
are thought to mean that growth will be 0.5% higher going 
forward than it otherwise would have been.  

Business and Taxation  
The Chancellor marked a break with a decade of austerity 
and opened the fiscal taps. With the coronavirus epidemic 
threatening to create economic difficulties, the Chancellor 
has decided that expansive fiscal policy can help support 
growth through a difficult year. 

Facing a range of economic obstacles, the Government 
relaxed the fiscal rules in order to borrow and spend in 
order to strengthen the economy. Debt yields have fallen  

 

sharply in recent weeks as fear over the economic impact of 
the coronavirus has spread, indicating that markets are 
relaxed about the prospect of higher UK debt. 

The extra spending has been carefully targeted. The 
centrepiece of the Government’s “levelling up” agenda is 
infrastructure spending. The new fiscal rules permit capital 
spending of up to 3 per cent of GDP a year and give the 
chancellor an extra £175bn to spend over the parliament. In 
the Conservative manifesto, £22bn was earmarked for 
potholes, flood defences and research and development. 
Sunak promised a £5bn boost for buses and broadband. 
Money will be allocated to rail, roads and skills to boost 
productivity. Expect the “red wall” in the Midlands and the 
north to be the main beneficiary. 

A key revenue-raising measure will be corporation tax. A 
planned cut from 19 per cent to 17 per cent from April has 
been scrapped, recovering £6bn a year by 2022-23. A 
notable tax giveaway was the raising of the NIC threshold 
from £8,632 to £9,500 from April. Small companies will gain 
from an increase in the employment allowance from £3,000 
to £4,000. 

Interestingly, the Chancellor’s announcement of the 
temporary abolition of business rates was followed by an 

Snap Market Reaction  
The Chancellor delivered his budget during a period of 
near unprecedent market lows as on Monday the FTSE 
100 suffered its worst day since 2008 due the 
coronavirus outbreak. This morning the index jumped 
back up slightly following the Bank of England’s interest 
rate cut but then dropped shortly before the budget. 
During the budget the FTSE 100 remained largely 
unmoved but at the end of the speech it was down 
0.52% and has continued to drop. 10 year guilts also 
dropped slightly in response to the budget, offering a 
yield of 0.26%.  

The pound to euro exchange rate slumped to a near 
four-month low ahead of the budget this morning and 
saw a recovery during the speech but sterling remained 
largely unaffected. Similarly, the pound to dollar 
exchange rate recovered by +0.01% to 1.29 at the end of 
the speech. It is similar story against the Japanese Yen.  

Therefore, the markets remain largely unchanged by the 
budget as the large global trends continue to dominate 
expectations.  



acknowledgment that they will be reviewed in their entirety 
later this year.  

Financial Services  
The UK’s exit from the European Union has been a 
particularly challenging time for the financial services sector, 
parts of which rely heavily on market access and the free 
movement of capital. This Budget sees the Government 
commit to a series of measures designed to maintain the 
competitiveness of the sector, and to maintain the UK’s 
position as the world’s leading financial centre. 

A core component of this work is HM Treasury’s Financial 
Services Regulatory Review, first announced by then 
Chancellor Phillip Hammond in July 2019. Alongside the 
Budget, HMT has today published its next steps for the 
review, including the establishment of a Regulatory 
Initiatives Grid. This is designed to provide the financial 
sector with an indicative two-year forward view of major 
upcoming regulatory initiatives affecting firms.  

Phase two of the Review will see the Government focus on 
developing a more ‘coherent’ approach to regulation by 
reviewing the current split in regulator’s responsibilities and 
approaches to policy development. We can expect more 
detail to be revealed in the Government’s upcoming White 
Paper on Financial Services, due to be published this Spring. 

Cognisant of the need to keep pace with rapidly changing 
innovation, this Budget also sees the Government announce 
a series of reviews and consultations focusing on the 
payments sector. As expected, the Chancellor has 
committed to bringing forward legislation to protect access 
to cash for those who need it, whilst also announcing a 
broader Payments Landscape Review.  

Brief references within the Budget to the Government and 
the Bank of England’s plans to explore the challenges and 
opportunities of digital currencies and crypto assets are 
nonetheless telling of the Government’s plans to review the 
case for regulation. Similarly, namechecks in the Red Book 
for the Digital Identity Unit and an ‘open finance’ summit 
showcase the Government’s commitment to supporting and 
stimulating the development of these markets.  

A core component of the Government’s plans to support 
the financial services sector is to stimulate the UK’s thriving 
fintech industry. The Chancellor has today announced a 
review of the sector led by Ron Kalifa OBE, the Vice 
Chairman of Worldpay and Chairman of payments 
technology company Network International. The review will 
build on the existing Fintech Sector Strategy, launched in 
March 2018 to stimulate growth in the industry, and will 
review further options to develop the global 
competitiveness of the UK’s fintech sector. 

Taken together these measures are designed to maintain 
the competitiveness of the sector as the country enters into 
a new trading relationship with the rest of the world, 
ensuring that policy and regulatory environment is up-to-
date as the sector continues its relentless pursuit of 

Key Announcements  
• The Office for Budget Responsibility has 'slightly 

reduced' its forecast for GDP growth compared to its 
March 2019 forecast. 

• The OBR forecasts that headline debt will be lower at 
the end of this Parliament than it is currently, falling 
from 79.5% this year to 75.2% in 2024/25. 

• Abolishing business rates. 100% retail discount for all  
with leisure/hospitality not paying business rates either.  

• A fundamental review of business rates.  

• The National Insurance threshold will increase from 
£8,632 to £9,500, cutting taxes for 31m workers by 
around £100. 

• £6bn in new funding to support the NHS over this 
Parliament to pay for 50,000 more nurses, 50 m more 
GP surgery appointments and start work on 40 new 
hospitals. 

• £18bn in total to support the economy. £30bn stimulus 
invested into the UK.  

• The Government will publish a new remit for the 
independent Low Pay Commission to have a formal 
target of the National Living Wage reaching two-thirds 
of median earnings by 2024. 

• £150 m to the IMF relief effort on coronavirus.  

• Fuel duty will be frozen for another year. 

• Establish Treasury offices in Scotland, Wales and 
Northern Ireland and open a new 'economic campus' in 
the north with over 750 staff. 

• Wine, spirits, cider and beer duty hikes have been 
cancelled.  

• VAT charges on sanitary products (tampon tax) will be 
abolished. 

• Scrapping of the planned cut to corporation tax from 
19% to 17%.  

• Capital allowances: R&D spending to be raised to £22bn 
this year. 

• Plastic packaging tax of £200 per tonne on importers. 

• Red diesel subsidies slashed (exceptions on agriculture, 
rail and heating). 

• The government will freeze the levy on electricity from 
April 2022, and raise the levy on gas to help tackle 
climate change.  

• Additional £640m for the Scottish Government, £360m 
for the Welsh Government, £210m for the Northern 
Ireland executive and £240m for new city and growth 
deals. 



innovation. The sheer number of consultations, reviews and 
calls for evidence expected in the next twelve months are 
evidence of the Government’s appetite for reform to 
support consumers and cement the UK as a global financial 
powerhouse in the months and years to come. 

Pensions and Benefits  
Alongside targeted interventions to support individuals on 
Jobseeker’s Allowance and Employment Support Allowance 
to cope with the day-to-day impact of COVID-19, this 
Budget confirms the Government’s plans to end the freeze 
in benefit payments first introduced by Chancellor George 
Osborne in 2016. From April 2020, working age benefits 

including Universal Credit and Jobseeker’s Allowance will 
increase by 1.7%. 

The Chancellor has also announced further tweaks to 
Universal Credit, as the Government continues to face 
challenges and criticism over its implementation. A 
reduction of 5% in the maximum rate at which deductions 
can be made from a Universal Credit award is designed to 
cushion any financial blow for families. Furthermore, the 
announcement that claimants will have 24 months to repay 
Universal Credit advances will be welcomed by many 
parliamentarians who have raised repeated concerns about 
claimants’ ability to repay their debts in a sustainable and 
manageable way. 

This Budget also sees the Government announce a new 
entitlement to 12 weeks paid Neonatal Leave and Pay for 
employees taking care of vulnerable new-borns, and a 
promise of a consultation on the design of a new in-work 
entitlement focused specifically on employees with unpaid 
caring responsibilities. 

Despite significant speculation in recent months, this 
Budget was yet another uneventful occasion for the 
pensions industry. Apart from reforms to the tapered 
annual allowance which were announced in response to 
concerns about its impact on public sector workers, the 
Chancellor followed in the footsteps of his predecessors in 
avoiding industry calls to reform the current system of 
pension tax relief and allowances. 

Infrastructure and Levelling Up 
The Conservatives’ resounding win in the December 
election, which saw swathes of traditional post-industrial 
Labour-voting constituencies turn blue for the first time in 
decades, has given extra impetus to the Government’s 
infrastructure investment plans. This ‘levelling-up’ agenda is 
designed to win the trust of those voters in newly 
Conservative seats which have historically suffered from a 
lack of investment. It was widely expected to be the 
centrepiece of the Budget before the Coronavirus crisis hit. 
Nevertheless, the Chancellor, as part of his ‘Plan for 
Prosperity’, has promised to deliver record infrastructure 
spending, covering areas such as rail, roads and research, at 
a level not seen since the mid-1950s.  

The Chancellor pledged to lay the foundations for a decade 
of growth. The Prime Minister, just minutes before the 
Chancellor rose to speak, talked of plans for an 
‘infrastructure revolution’. The levels of capital investment 
announced today are certainly ambitious and confirm the 
Government’s commitment to make good on its ‘levelling-
up’ pledge. Totalling £600bn over the five-year Parliament, 
this represents a tripling of capital investment. Key aspects 
of this include the fastest and largest increase to the R&D 
budget – up to £22bn per year and ahead of the USA, Japan, 
France and China as a proportion of GDP. £5bn was 
earmarked for broadband investment, ensuring 4G 
coverage will reach over 95% of the country. A £27bn 
investment in improving the strategic road network, a 

Key Announcements continued… 
• Borrowing to increase from 2.1% of GDP 2019-20 to 

2.4% in 2020-21, and 2.8% in 2021-22.  

• £120m made available to repair defences damaged in 
winter floods. 

• 30,000 hectares of trees to be planted over five years. 

• Investment of £600bn over five years on infrastructure.  

• £27bn investment into roads; ‘biggest ever investment 
in strategic road building’.  

• £650m fund to help end rough sleeping by end of the 
Parliament. 

• £2.5bn to fill potholes. 

• £1bn fund to cover cost of removing unsafe materials 
from high rise residential buildings. 

• £5bn to install gigabit-capable broadband into the 
hardest to reach places and £510m of new investment 
for the shared rural mobile phone network.  

• 4G coverage will reach 95% of the country in the next 
five years. 

• Providing every region in the country with funding for 
special 16-19 maths schools, an average of £25,000 per 
year for secondary schools to invest in arts activities, 
and £30m a year to improve PE teaching.   

• Extension of the affordable homes programme with a 
new multi-year settlement of £12bn.  

• £1.1bn from the Housing Infrastructure Fund to build 
nearly 70,000 new homes in high demand areas across 
the country 

• A package of measures to benefit the NHS, including 
clamping down on 'aggressive tax avoidance, evasion 
and non-compliance' with extra funding for the HMRC 
to secure £4.4bn of extra revenue. 

• VAT on digital publications including books, 
newspapers, magazines and academic journals is being 
abolished from 1 December 

 



£2.5bn potholes fund and investment in rail also form key 
parts of the announcement. In response to the recent 
flooding that has afflicted many parts of the country, the 
Chancellor announced a doubling in funding for flood 
defences over six years to £5.2bn, as well as £120m to 
repair the recent storm damage and an additional £200m 
for flood resilience schemes. 

In an attempt to redirect investment towards the north and 
the regions, the Chancellor announced a review of the 
Treasury Green Book rules around investment projects and 
the opening of Treasury offices in Scotland, Wales and 
Northern Ireland, as well as the North of England. The 
Chancellor stated his hope that this would lead to ‘a change 
in mindset of government’ with regards to investment 
decisions across the country. There were further 
announcements of new devolution, city and growth deals, 
additional funding for the devolved assemblies, and new 
‘London-style’ integrated transport settlements worth 
£4.2bn for the eight city region areas. 

Housing 
The Chancellor outlined plans to continue the push for more 
homes to be built in the UK. A £10.9bn increase in housing 
investment will help meet the commitment to build at least 
1m new homes by the end of this Parliament, and an 
average of 300,000 new homes per year by the mid-2020s.  

Local authorities will be given further scope to facilitate 
investment in social housing, with a 1% cut in interest rates 
to fund such projects, as well as making an additional 
£1.5bn of discounted loans available for associated local 
infrastructure. £12.2bn was confirmed for the Affordable 
Homes Programme and £400m for local areas to establish 
housing schemes on brownfield sites.  

The Chancellor confirmed that the Communities Secretary 
and upcoming Planning White Paper will set out 
comprehensive reforms, creating a simpler planning system 
and improving the capacity and performance of Local 
Planning Authorities, with consequences for those who do 
not meet local housing needs. Finally, a commitment to 
eliminate rough sleeping by the end of the Parliament 
included a £643m boost for accommodation and support 
services, paid for by a 2% non-UK resident Stamp Duty 
surcharge. 

Energy and the Environment 
in the year the UK hosts the COP26 UN Climate Summit, the 
Chancellor reiterated the Government’s commitment to 
reach net-zero emissions by 2050. Actions to further 
decarbonise the UK economy were cited by the Chancellor 
as one of the key parts of his ‘plan for prosperity’ and the 
‘levelling-up’ agenda. Announcements included continuing 
the increasing use of clean energy, a doubling of the Energy 
Innovation Programme, and the setting up of a Carbon 
Capture Storage Infrastructure Fund to establish at least 
two viable UK sites by 2030. The Budget confirms that a UK 

Emissions Trading System will be facilitated, potentially 
linked to the EU ETS, with a consultation in spring 2020. 

There was an increased focus on the heat and transport 
sectors. New support for ‘green gas’ to heat homes and 
businesses includes the introduction of a Green Gas Levy as 
well as a Low Carbon Heat Support Scheme, supporting 
biomethane, biomass boilers and heat pumps. There will be 
an uplift in the Climate Change Levy rate for gas, whilst 
electricity will be frozen. A further £270m will be spent on 
enabling new and existing heat networks to adopt low 
carbon sources. The Chancellor outlined investments in 
electric vehicle charging infrastructure, including a rapid 
charging fund, as well as consumer incentives for ultra-low 
and zero emission vehicles. Reliefs for the use of red diesel 
are to be restricted to key sectors, including agriculture, 
heating, rail and fishing.  

Finally, action to protect the environment included £640m 
for the Nature for Climate Fund, to support afforestation 
and peatland restoration in England. Further climate related 
announcements are promised in the coming months. 

Technology, Science and Research  
A fundamental pillar of this Government’s strategy to 
energise Britain is through innovation, especially in the 
technology and science sectors. The Government aims to 
level up the regions, plug the productivity gap and make the 
UK a fertile environment for entrepreneurs and scientists.  

A cornerstone of this Government’s ambition for post-Brexit 
Britain is to boost the regions by increasing connectivity 
across the UK. A headline announcement is the 
commitment of £5bn to deliver gigabit-capable broadband 
in the most difficult to reach 20% of the country. This sets 
the Government on the path to achieving their manifesto 
goal of rolling out gigabit broadband across the country by 
2025, notwithstanding current problems.  

This budget delivers on the Conservative manifesto promise 
to deliver the fastest ever increase in domestic public R&D 
spending as the Chancellor committed £22bn to the sector 
by 2024-25.  This marks the highest increase in spending for 
40 years, placing the UK among the top quarter of OECD 
nations for R&D spending. In a continued effort to deliver 
investment across the UK and provide a robust response to 
the coronavirus outbreak, Sunak allocated £1.4 bn to the 
science institute at Weybridge which is analysing samples of 
the virus. To foster innovation in the Life Sciences sector, an 
additional £200m was announced for the British Business 
Bank for a dedicated equity investment programme that 
should generate £600m of investment with private sector 
involvement. 

Sunak committed a further £900m to ensure that UK 
businesses are leading the way in high potential 
technologies such as fusion, space, electrical vehicles and 
life sciences.  

To achieve sustained and evenly distributed innovation 
across the UK, the Government is encouraging private 



sector investment by increasing the rate of R&D 
Expenditure Credit from 12% to 13%, and will consult on 
widening the definition to include data and cloud 
computing. Furthermore, the Budget allocated £800m to a 
new blue skies high-risk research agency. Building on the 
previous commitment to deliver a £3bn National Skills Fund, 
the Chancellor today announced that the Government will 
provide a funding boost of up to £400m in 2020-21 for 
world-leading research, infrastructure and equipment.   

Although not mentioned in the Chancellor’s address, the 
accompanying documents confirm that the Government will 
implement the Digital Services Tax. Since the 2018 Autumn 
budget, large tech companies have been bracing themselves 
for its implementation. First announced under Theresa May 
and introduced into legislation through the Finance Bill 
2019-20, this Budget confirms that it will come into effect 
from 1 April 2020. The tax places a 2% levy on businesses 
that provide a social media platform, search engine or 
online marketplace to UK users. This will only affect 
companies with annual global revenue of more than £500m 
and £25m plus of UK sales from relevant activities.  

These announcements represent a real commitment from 
the Government to deliver sustainable growth across the UK 
into the future as the country establishes itself outside of 
the EU.  

Defence & Security  
As expected, today’s budget statement laid the groundwork 
for the Integrated Review of foreign policy, defence, 
security and international development that was announced 
by the Prime Minister’s Office on 26th February. With that 
review the Government intends to re-evaluate its long-term 
strategic ambitions for UK national security and foreign 
policy, determining the investment in resource and 
capabilities required across Whitehall to pursue these 
objectives. The Budget papers confirm that the Integrated 
Review will report alongside the 2020 Comprehensive 
Spending Review, due in July, when departmental spending 
limits will be set for the next three years. The linking of 
those two processes is intentional. Scepticism remains 
across industry that the Integrated Review will convincingly 
and comprehensively address the persistent problem of 
ambition outstripping funding - something that the MOD 
has long been criticised for. Come July, Sunak will be keen to 
avoid any repeat of the open hostility that surfaced in 2018 
between then Chancellor Philip Hammond and then 
Defence Secretary Gavin Williamson about the MOD’s 
budget, which led to the unsatisfactory compromise that 
was the Modernising Defence Programme.  

Nevertheless, even in advance of the Integrated Review 
reporting, the Budget confirms that an additional £100m 
will be invested in defence research and development, 
intended for capabilities to combat emerging threats facing 
the UK. This will include specific investment in aviation and 
space propulsion. This may ultimately be linked to the 
establishment of an £800m agency in the UK modelled on 

the US Advanced Research Projects Agency, which funds 
high-risk, high-reward science. 

Trade 
Independent of the existential threat to the economy, 
Sunak’s first budget was of course intended as a look 
forward to the implementation, from 2021, of the UK’s first 
independent trade policy in 40 years. To make Brexit a 
success, the Government will introduce a series of measures 
to provide businesses with continued and growing access to 
international markets. Thus, measures such as new 
investment in Growth Hubs specifically to support SMEs 
were as predictable as they are welcome. The Budget 
papers also promote the Reforming Regulation Initiative, 
intended to collect ideas from business on regulatory 
reform, as well as implementing the recommendations of 
the Furman Review of digital competition, and promoting 
the intent of the Financial Services Bill to ensure that UK 
regulatory standards and openness leave the financial 
sector open to international markets. 

Elsewhere, the Chancellor allotted an additional £5bn to 
fund loans for UK businesses available from UK Export 
Finance (UKEF), the Government’s export credit agency. The 
additional funding more than doubles UKEF’s lending power 
to £8bn. Of the increase, £2bn will be purposely aimed at 
promoting ‘green growth’ exports, while a further £1bn has 
been earmarked to support overseas defence and security 
sales. UKEF loans support UK exporters by offering credit to 
overseas buyers of British goods and services at competitive 
rates, ensuring that export deals are not sunk due to a lack 
of available finance. 

However, despite ambitions for a future UK/US free trade 
agreement, the Chancellor could not ignore the fact that 
transatlantic trade relations exist in a climate of tit-for-tat 
tariffs imposed as a result of the dispute between the EU 
and the US on aerospace subsidies. Both emotive and 
valuable to the economy, the 25% tariff imposed by the 
Trump Administration on whisky imports has impacted 
distilleries across Scotland. In response, Sunak not only used 
the opportunity to call for an easing but announced £1m to 
support the promotion of Scottish food and drink exports as 
well as a new £10m fund to help distilleries go green. 
Elsewhere, DIT and DCMS will co-pilot a Digital Trade 
Network in the Asia Pacific region, intended to open up the 
market to the UK technology sector. In a nod to the levelling 
up agenda, DIT will also establish overseas posts in key 
markets specifically to support the Northern Powerhouse, 
Midlands Engine, and Western Gateway. 

Health  
The coronavirus outbreak unsurprisingly dominated the 
Budget. The new Chancellor, just 27 days into his role, 
announced a £30bn virus-tackling package in what looked 
very much like an emergency budget.   

The Chancellor was upfront about how much of an impact 
coronavirus would have on the UK economy, promising one 



of the most comprehensive economic responses of any 
government anywhere in the world and however many 
“millions or billions” the NHS needed.  

For the NHS, Sunak announced a £5bn Initial COVID-19 
Response Fund to help hospitals as well as local authorities. 
The £40m of new funding for research into COVID-19 and 
increased R&D spending will be welcomed by those in the 
health sector. The Chancellor also boosted pensions 
allowance relief, insisting it would help consultants and GPs. 

Many of these mitigatory announcements were welcomed 
by business, but, predictably, many tricky issues fell by the 
wayside. Social care, which continues to drive much of the 
pressure on the NHS, is barely mentioned in the 121-page 
budget document. Its impact on day-to-day spending at 
council level will only be exacerbated by the coronavirus 
crisis, yet the Government made little attempt to grapple 
with this challenge.   

The strain coronavirus is placing on the healthcare system 
rises daily. 456 people have tested positive for coronavirus 
in the UK as of 9am on Wednesday. The NHS is rapidly 
scaling up its capacity for testing people and anticipating 
many more people going through intensive care. 

The new voters the Conservatives won in the 2019 election 
have routinely placed the NHS at the top of their list of 
priorities, so the political risks coronavirus brings are 
immense. Given the highly unpredictable nature of the 
epidemic, the wisdom of this Budget will not be determined 
in the first 24 hours, as is usual, but in the next few months.  

Education 
The Government has committed to a £7.1bn cash increase 
in funding for schools in England by 2022-23. The minimum 
per pupil amount will increase to £3,750 for primary schools 
and £5,000 for secondary schools in 2020-21, with the 
primary schools minimum then rising to £4,000 in 2021-22. 
The settlement also provides for £780m extra in 2020-21 to 
support children and young people with special educational 
needs. 

The Chancellor said that he is providing every region in the 
country with funding for special 16-19 maths schools, an 
average of £25,000 per year for secondary schools to invest 
in arts activities and £30m a year to improve PE teaching.  

One of the flagship policy announcements in the general 
election campaign was of substantial investment to 
transform the college estate. Over a five-year period, the 
money would, Boris Johnson said, be used to make sure the 
entire further education college estate was in good 
condition by refurbishing and redeveloping existing 
facilities. The Chancellor made good on this promise and 
announced £1.5bn of new capital to improve the condition 
of the further education college estate.  

The Government has made a clear commitment to reach 
parts of the country that have been ‘left behind’ and has 
identified education as a vehicle through which to realise its 
ambition of ‘levelling up’. Despite a series of interventions 

and a shift in aspirations, it is difficult to assess whether 
today’s commitments will ease the long-term funding 
pressures that have affected schools in recent years. 

Policing and Emergency Services 
Protecting people and keeping them safe from crime and 
other threats is a principal responsibility of any government. 
In 2019, the Government announced an extra £750m of 
funding to begin the recruitment of 20,000 additional police 
officers, with the first 6,000 officers to be recruited by 
March 2021.  

The Budget included £114m of additional funding for 
counterterrorism, to maintain capability and officer 
numbers in the face of a changing terrorist threat. This 
includes an extra £83m for counter-terrorism policing, in 
addition to the Government’s police recruitment 
commitment. It will also provide an additional £67m for the 
UK Intelligence Community.  

The Government will provide £20m for Fire and Rescue 
Services to enable them to increase fire inspection and 
enforcement capability and to build capacity to respond to 
the Grenfell Tower Inquiry’s findings, by investing in 
training, equipment and a stronger strategic centre for the 
Fire Service. 

Other Measures  
In a widely trailed move the Government will abolish VAT on 
sanitary products (the tampon tax). This follows a long-
running campaign. Other popular policy announcements 
included the continued freeze on fuel duty rates. This will be 
the tenth year that the Government has announced such a 
freeze, arguing that ‘people need their cars’. In a 
subsequent announcement Sunak declared that wine, spirit, 
cider and beer duty hikes have been cancelled. 

The Chancellor argued that “pubs are the centre of 
community life” and acknowledged that too many had 
closed over the past decade. 
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Conclusion 
The Chancellor had a very tight balance to find in his speech 
today. The need to deliver on the Conservatives’ electoral 
promises ran up against the urgent requirement to tackle 
the potential crisis in public health and the economy as a 
result of Coronavirus. Whilst the Budget included wide-
ranging measures to deal with and limit the damage caused 
by the ongoing epidemic, the Chancellor managed to hit the 
key points of the Conservative election platform as well. He 
made a number of investment commitments in what was 
the most fiscally expansionary budget since the Party’s 
return to office in 2010. Given the current need for restraint 
it is likely that further measures will follow over the 
remainder of the parliament.   

The Budget was notable because of the performance of the 
Chancellor himself. Watching his assured performance it 
was easy to forget that he has only been in the job a matter 
of weeks and that this is his first fully-fledged Cabinet 
position. He has established a solid platform and justified 
the very high regard in which he is held by his colleagues. 
Some even think he has now established himself as the ‘heir 
apparent’ to the Prime Minister.  

In the long run this Budget represents a notable shift in 
Conservative economic policy. The emphasis on low public 
spending is gone with commitments to investment 
throughout the Budget. This has implications for the future 
electoral landscape of the UK. By moving to the centre on 
economics the Government is seeking to secure the support 
of new Conservative voters over the long term, not just for 
one election. In doing so, the Government is embarking 
upon a genuinely hegemonic political project for post-Brexit 
Britain.  

 

 

 

 

 

 

 

 


