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Political Analysis
In this afternoon’s Spring Statement, the Chancellor 
of the Exchequer Rishi Sunak’s opening gambit 
highlighted the link between national defence 
security and the security of strong public finances. 
Given underlying geopolitical concerns, the link was 
none too subtle. That said, it was not a precursor to 
an increase in defence spending in light of the new 
world order. From thereon, Sunak largely followed 
the same formula, touching on widespread concerns 
for the UK economy. The Chancellor outlined three 
priorities with the aim of mitigating against economic 
shocks: to help families with the cost of living, to create 
the right conditions for growth led by the private 
sector, and to ensure that the growth is shared fairly. 

However, if the Chancellor was said to have picked 
the right music sheet, he managed to play it out of key. 
Though there was a nice cut in income tax for the faithful, 
as well as holding some cash back for use closer to the 
next election, the Financial Times’ immediate analysis 
summed up the views of many analysts succinctly, 
saying the Statement offered “minimal help for UK 
households and public services.” That’s not to say 
today’s announcement was a negligible one. Not at all. 

As Thomas Pope, an economist at the Institute for 
Government, noted, it was indeed a “big package of 
support”. Unfortunately, it is “poorly targeted at those 
who will be worst-affected”. Paul Johnson, head of the 
Institute for Fiscal Studies, said there was “no extra 
money for health, schools or other public services 
despite a huge increase in inflation.” He suggested 
public sector pay cuts in real terms were likely.

If the Chancellor’s announcements were slightly out 
of key, the same might be said of his social media 

game. And one usually so slick. Sunak tweeted last 
night in anticipation of the announcement, that 
the work starts today. Responding directly to the 
statement in the Commons, Shadow Chancellor, 
Rachel Reeves, pointed out that the Conservatives 
have been in power for 12 years, asking “what’s 
taken them so long?” Additionally, she noted that 
“for all his words, it is clear the Chancellor does not 
understand the scale of the challenge. His choices 
are making the cost of living worse not better.” 
Though it seems irresponsible to focus on the 
small things, it did feel slightly like standing on the 
overturned rake only to have it clatter into your face. 

Success of events such as the Spring Statement and 
the Budget are always said to be tested in the amount 
of time it takes to fall apart. The charge of Reeves 
is a strong one, suggesting that this Statement might 
be falling apart sooner rather than later. Yet, while 
the Shadow Chancellor talks about one challenge, 
the current incumbent of No.11 Downing Street 
has a different one on his mind. Sunak is often seen 
as a bland moneyman in comparison to the Prime 
Minister’s showman persona. In reality, the political 
instincts run strong in both. The test of this Statement 
will be how Sunak’s pre-election war chest delivers 
Conservative voters and his own shot at No10.  You 
can read the full Statement here. 

Highlights from the Spring Statement

Transport - From 6pm today, there will be a Fuel 
Duty cut of 5p per litre. This will in place until March 
2023, and comes into effect from 6pm tonight 

Energy Efficiency – VAT on the installation of 
energy saving materials in residential properties will 
be reduced to zero percent, from five 

Supporting Families - The Household Support 
Fund will be doubled, with an extra £500 million 

Income Tax – From July this year, the income tax 
threshold will increase to £12,570 before legible to 
pay National Insurance or Income Tax 

Small Businesses - Roughly half a million small 
businesses will be legible for a tax cut of up to £1000, 
due to raising the Employment Allowance to £5,000

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1062486/Spring_Statement_2022_Web_Accessible.pdf
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Fraud - £50 Million to crack down on fraud, including 
creation of a new Public Sector Fraud Authority  

Health – The Health and Care Levy through the 
National Insurance hike in April will stay in place

Office for Budget Responsibility: Economic 
Outlook

Two years since the start of the pandemic, the Office 
for Budget Responsibility’s (OBR) Economic and fiscal 
outlook (EFO) is presented against the backdrop of

another unfolding global shock. The Russian invasion 
of Ukraine is foremost a human tragedy and a reminder 
of the terrible costs of wars and the immense and 
immeasurable losses for those caught up in them. 
The conflict also has major repercussions for the 
global economy, whose recovery from the worst of 
the pandemic was already being buffeted by Omicron, 
supply bottlenecks, and rising inflation. A fortnight into 
the invasion, gas and oil prices peaked over 200 and 
50 per cent above their end-2021 levels respectively. 
Prices have since fallen back but remain well above 
historical averages.

Energy supply and demand

As a net energy importer with a high degree of 
dependence on gas and oil to meet its energy needs, 
higher global energy prices will weigh heavily on 
a UK economy that has only just recovered its pre-
pandemic level. Since the OBR’s October forecast, 
petrol prices have risen by a fifth and household energy 
bills are set to jump by 54 per cent next month. If 
wholesale energy prices remain as high as markets 
expect, energy bills are set to rise around another 
40 per cent in October, pushing inflation to a 40-year 
high of 8.7 per cent in the fourth quarter of 2022. 

Inflation 

Higher inflation will erode real incomes and consumption, 
cutting GDP growth this year from 6.0 per cent in our 
October forecast to 3.8 per cent. With inflation outpacing 
growth in nominal earnings and net taxes due to rise in 
April, real livings standards are set to fall by 2.2 per cent 
in 2022-23 – their largest financial year fall on record – 
and not recover their pre-pandemic level until 2024-25. 

The rise in inflation to a 40-year high this year is 
expected to reduce real household disposable incomes 
(RHDI) on a per-person basis by 2.2 percent in 2022-
2023, the biggest fall in living standards in any single 
financial year since ONS records began in 1956-57.  

GDP 

Despite these economic headwinds, the public finances 
have continued to recover from the pandemic more 
quickly than expected. Tax receipts this year have been 
revised up by 4 per cent thanks to strong growth in tax 
paid by higher earners and by companies. And despite 
higher inflation pushing up debt interest costs, borrowing 
is set to more than halve from its post-World War II 
high of £322 billion (15.0 per cent of GDP) in 2020-21 
to £128 billion (5.4 per cent of GDP) in 2021-22, £55 
billion less than the OBR forecast in October. The OBR 
expect business investment to fully recover in 2022.

Borrowing 

Public sector net debt excluding the Bank of England 
falls by 1.0 per cent of GDP in 2024- 25, a margin of 
£27.8 billion against the Government’s fiscal mandate, 
£10.3 billion greater than in the OBR’s October EFO. 
And the current budget is in surplus by £31.6 billion 
(1.2 per cent of GDP), up £6.5 billion from October. 
History suggests these margins would be consistent 
with a 58 and 66 per cent chance of meeting each fiscal 
target respectively, broadly in line with the headroom 
previous Chancellors have given themselves. But few 
of these fiscal targets were actually met in the past and 
there are numerous risks to the outlook at present. 
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The Announcements

Economy and Public Finances 

Growth and the labour market  

• The OBR expects UK real GDP to grow by 3.8% 
in 2022. It is then forecast to grow by 1.8% in 2023, 
2.1% in 2024, 1.8% in 2025 and 1.7% in 2026  

Inflation and the cost of living  

• The OBR forecasts inflation to remain elevated 
through 2022 and 2023, peaking at 8.7% in the last 
part of 2022 

• The Government has announced it will phase out 
the import of Russian oil by the end of 2022 

Public Spending  

• The Government is providing an additional 
£48.8million of funding over 3 years to support the 
creation of a new Public Sector Fraud Authority 
and enhance counter-fraud work across the British 
Business Bank and the National Intelligence Service  

• The Government will be investing £12 million 
in HMRC to help prevent error and fraud in tax 
credits, and in turn support a smooth transition to 
Universal Credit  

• The Government is investing £161 million over 
the next 5 years to increase compliance and debt 
management capacity in HMRC  

• The Government has confirmed that the NHS 
efficiency commitment will double from 1.1% to 
2.2% a year to free up £4.75 billion to fund NHS 
priority areas 

Helping Families and Businesses

Supporting Households 

Households have seen inflation eroding the value of 
their income. To tackle this, the Government has: 
• Expanded its Household Support Fund by £500 

million to support the ‘most vulnerable households 
with the cost of essentials such as food, clothing, 
and utilities’ 

• Increase the annual National Insurance Primary 
Threshold and the Lower Profits Limits from 
£9,880 to £12,570 from July 2022 - a tax cut of 
over £6 billion  

• In total, the Government claims that its total 
support for households is worth £22 billion

Tackling Rising Energy Prices 

To ensure households do not have to choose between 
heating and eating, the Government vows to: 

• Cut the duty on petrol and diesel by 5p per litre for 
12 months, which will take effect from the 23rd of 
March. This aims to save households and businesses 
around £2.4 billion in 2022-23 

• Extend the VAT relief available for the installation of 
energy-saving materials, making it £1000 cheaper to 
install solar panels and slashing annual energy bills 
by £300 

• Fund this expanding the Energy Company Obligation 
to £1 billion per year for 2022-2026, which requires 
energy suppliers to improve the energy efficiency 
of low-income homes

Supporting Small and Medium Sized Businesses  

The Government has promised to help UK SMEs by: 
• Business rates relief worth £7 billion over the next 

5 years  
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• Employment Allowance will increase to £5,000 
from April – a new tax cut of up to £1,000 for half 
a million small businesses  

• Annual Investment Allowance from £200,000 to £1 
million until March 2023 

• Subsidisation of the cost of training 
• The Government to cover 90% of the cost of ‘Help 

to Grow: Management’  
• Temporary £1 million level of the Annual Investment 

Allowance has been extended to 31 March 2023

Policy Decisions

Levelling Up

The Spring Statement promised to continue to ‘support 
levelling up across the UK’ following the Levelling Up 
White Paper published by the Government last year: 
• Since being introduced a year ago, £1.7 billion of 

the £4.8 billion total Levelling Up Fund has been 
invested on 105 infrastructure projects 

• The Spring Statement launched the second 
round of the Levelling Up Fund with a ‘refreshed 
Prospectus, inviting bids to come forward from all 
eligible organisations across the UK’

Innovation and academia  

• The Government will partner with industry and 
academia to create 1,000 new AI PhDs 

• The Government will invest £117 million to create 
the PhDs through Centres for Doctoral Training 
(CDTs)

Tax Plan

NI, Employment Allowance, and Income Tax

• The changes in tax threshold for self-employed 
people will result in a tax cut for around 500,000 
self-employed people worth up to £165 per year  

• The Government will reduce the basic rate of 
income tax to 19% from April 2024. This is a tax cut 
of over £5 billion a year and represents the first cut 
in the basic rate of income tax in 16 years 

• The Scottish Government will receive additional 
funding worth around £350 million in 2024-25. It is 
for the Scottish Government to use this additional 
funding as they choose to, including on reducing 
income tax or other taxes, or increased spending 

Stakeholder Reactions

Think Tanks

The Office for Budget Responsibility 
concluded that ‘the Policy measures announced since 
October offset a third of the overall fall in living 
standards that would have otherwise occurred in the 
coming 12 months.’  

Paul Johnson, the Director of the Institute 
for Fiscal Studies (IFS) has said the big omission 
from the Spring Statement was anything for those 
subsisting on means tested benefits as they will be 
facing cost of living increases of probably 10% but their 
benefits will rise by just 1.3%.  

George Stoye, Associate Director of the 
IFS, says inflation has eroded real increases in public 
spending, meaning ‘this money will now go less far in 
providing public services.’ 

Chris Birt, Associate Director of Joseph 
Rowntree Foundation, said the ‘rate of social 
security is at a thirty-year low. There is a complete 
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mismatch between the Government’s messaging around 
“Let’s Build Back Better” after the COVID pandemic, yet 
they seem to be slamming everything into reverse.’ 

Capital Economics suggested that Sunak ‘appears 
to be holding some cash back until closer to the 2024 
election for political reasons. For the economy, it would 
have been better to use more of it now.’

Charities

Heather Osborne, Chief Executive of Age 
UK, said ‘soaring energy prices could leave millions of 
older people unable to make ends meet... the support 
the Chancellor has announced simply does not go far 
enough... Many older people still face the impossible 
choice between heating or eating.’ 

Phil Andrew, CEO of StepChange, said ‘the 
additional £500 million to the household support fund is 
of course welcome, but a drop in the ocean in terms of 
addressing the scale of need among the most financially 
vulnerable households.’

Gareth McNab, Director of External Affairs 
at Christians Against Poverty, said Mr Sunak has 
‘left a glaring hole in terms of an opportunity to provide 
a longer-term fix to make sure the social security system 
is linked to the real costs people face.’ 

Industry  

Martin Lewis, Founder of MoneySavingExpert, 
said there ‘is some mitigation here for the cost-of-living 

crisis... the change to the national insurance threshold... is 
absolutely the big change here.’ 

Eddie Tuttle, Director of Policy, and External 
Affairs at Chartered Institute of Building 
(CIOB) felt that ‘more can be done to tackle the 
current cost-of-living crisis and that Government should 
implement a... strategy to improve the energy efficiency 
of homes in the UK, helping drive energy bills down.’ 

Paul Christensen, CEO of B2B Payments 
firm Previse, pointed out that ‘simply saying that the 
UK is a global technology hub doesn’t make it one. For 
technology to have widespread impact, the Chancellor 
needs to begin by using it to create effective solutions for 
the problems... businesses face.’ 

Frances O’Grady, General Secretary of Trade 
Unions Congress (TUC), said: ‘in the midst of the 
biggest wages and bills crisis in living memory, Rishi 
Sunak’s Spring Statement has failed families who need 
help now. And the rise in the national insurance threshold 
will mostly benefit better-off households.’ 

Shevaun Haviland, Director General of 
British Chambers of Commerce (BCC), said 
the Spring Statement ‘did not fundamentally address the 
huge cost pressures’ businesses are facing.  

Mike Foster, Chief Executive of the Energy 
and Utilities Alliance, said the Chancellor ‘has 
clearly not heard the outcry over rocketing energy bills 
faced by millions.’ 

Journalists  

Faisal Islam, Economics Editor at BBC, said 
‘Rishi Sunak does not want expanded Government 
spending to define his tenure at Number 11’ and that 
he wants the country to know ‘he cannot protect the 
country from all the pressures arising out of the global 
wave of surging prices.’ 

Rob Powell, Political Correspondent at Sky 
News, observed that the ‘Chancellor makes clear he 
won’t be using all of his financial slack’ despite the fact 
that many MPs think that ‘the cost of living crisis is so 
severe that Mr Sunak should use everything he has now 
to put cash into people’s pockets.’ 
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