
hour for the over 21s, £5.13 for 18-20-year-olds and 
£3.79 for those under 18 and £2.50 for apprentices. 
The apprentice rate applies to those aged 16 to 
18 and those aged 19 or over who are in their first 
year. All other apprentices are entitled to the NMW 
for their age.

Business got a cut in corporation tax to 18% by 2020.

The tax cut was welcomed by the CBI employers' 
body, but its director-general John Cridland said: 
“Small shops, hospitality firms and care providers 
are the businesses that will face real challenges 
in affording the National Living Wage.” Cridland 
failed to mention that small firms will see a cut in 
their National Insurance Contributions.

Osborne, as widely leaked, announced that the 
£26,000 benefit cap — the amount one household 
can claim in a year — would be cut to £23,000 in 
London and £20,000 in the rest of the country.

In addition, working-age benefits to be frozen for 
four years — including tax credits and local housing 
allowance, but excluding maternity pay and disa-
bility benefits. Tax credits support limited will be 
limited to just two children. And housing benefit 
for the under 21s is to be scrapped.

Maintenance grants for students — paid to stu-
dents with family incomes below £42,000 — to be 
scrapped and converted into loans from 2016-17.

New contract or old 
con trick?
Chancellor George Osborne has delivered his 
seventh Budget, the first for a majority Conserva-
tive government since November 1996. He said his 
Budget offered the country a “new contract”, but 
the unions called it a “con trick”.

The chancellor said businesses will have to pay 
higher wages but get lower taxes in return — and 
workers will get higher pay but fewer benefits.

The “higher” wages comes with his announcement 
that a statutory National Living Wage will be intro-
duced for all workers aged over 25, starting at £7.20 
an hour from April 2016 and set to reach £9 by 2020 
— giving an estimated 2.5 million people an average 
£5,000 rise over five years.

The Low Pay Commission, which at present makes 
recommendation on the rates for the National Min-
imum Wage (NMW) will have responsibility for the 
new Living Wage. It will recommend future rises 
that achieve a Living Wage rate of 60% of median 
earnings by 2020.

Workers under the age of 25 will still only get the 
different NMW rates, which at present are £6.50 an 
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Other welfare reforms included: those aged 18 to 21 
who are on Universal Credit will have to apply for 
an apprenticeship or traineeship, gain work-based 
skills, or go on a work placement six months after 
the start of their claim. 

Rents for social housing will be reduced by 1% a 
year for four years, and tenants on higher incomes 
(over £40,000 in London and over £30,000 outside 
London) will be required to pay market rate, or near 
market rate, rents

For public sector workers, the pain carries on for 
another four years as pay rises will be restricted 
to 1% a year.

Economy Osborne unveiled a downgraded growth 
forecast for the UK this year of 2.4%. In 2016, the 
Office for Budget Responsibility said growth will 
be 2.3%—- and it is then revised up to 2.4% in the 
following year.

CPI inflation is forecast to be below target in 2015, 
returning gradually to 2.0% in 2020.

The chancellor also pushed back the date at which 
the UK’s public finances would move into surplus 
by a year to 2019-20. 

The Office for Budget Responsibility said public 
spending would be £83 billion higher over the 
next five years than Osborne said in his March 
Budget — and the £24.6 billion tax cuts announced 
in the Budget would be dwarfed by £47.2 billion 
in tax rises, including the car tax changes and 
increasing the tax on insurance premiums from 
November. 

Unions have attacked the Osborne’s Budget calling 
it a “beautifully-crafted con trick”. 

Paul Kenny, general secretary of the GMB general 
union said: “On the one hand he offers a vision of a 
Living Wage which is welcome. He confirms what 
GMB has being saying for some time -—the vast 
majority of employers can afford pay rises and no 
amount of howling from the CBI will alter that fact.

“On the other hand he is taking away money from 
working families without any guarantee that they 
will be better off.”

Mark Serwotka, general secretary of the PCS 
public and commercial services union general 
secretary said: “Osborne hypocritically talks about 
cutting tax credits to increase wages, while the last 
government cut living standards for civil servants 

by up to 20%, and he now plans four more years 
of pay caps.”

www.gov.uk/government/topical-events/budget-july-2015

www.gmb.org.uk/newsroom/budget-is-a-well-crafted-con-trick

www.pcs.org.uk/en/news_and_events/pcs_comment/pcs_comment.cfm/pcs-
budget-response-osborne-rewards-wealthy-and-punishes-poor

Balance of payments 
shows improvement
Britain’s trading position with the rest of the world 
improved slightly in the first quarter of the year, 
official figures show.

The UK’s current account deficit was £26.5 billion 
in the January to March 2015 quarter, down from 
a revised deficit of £28.9 billion in the October to 
December 2014 quarter.

The trade in services surplus was £22.9 billion in 
in the first quarter of the year, a decrease of £0.2 
billion from the final quarter of 2014. Exports were 
£0.2 billion higher than the previous quarter, at 
£55.2 billion, while imports increased by £0.5 billion 
to £32.3 billion.

The trade in goods deficit widened to £30.4 billion, 
compared with £30.1 billion in the previous quarter 
as exports fell by £2.2 billion, while imports fell by 
just £1.9 billion.

The deficit with the EU narrowed to £29.9 billion 
against £30.6 billion. Meanwhile, the current ac-
count surplus with non-EU countries widened to 
£3.3 billion from £1.6 billion over the two quarters.

http://www.ons.gov.uk/ons/dcp171778_408762.pdf

Tories fail on child 
poverty so redefine it
Recent child poverty statistics showed that 2.3 mil-
lion children are still living in relative poverty and 
half a million more are living in absolute poverty 
than in 2010. 

David Holmes, chair of the End Child Poverty co-
alition, said the figures underline “just how much 
further there is to go if we are to eliminate child 
poverty in the UK”. 

He said: “It’s difficult to see how we’re going to 
make a difference to the childhoods and life chanc-

www.gov.uk/government/topical-events/budget-july-2015 
www.gmb.org.uk/newsroom/budget-is-a-well-crafted-con-trick 
www.pcs.org.uk/en/news_and_events/pcs_comment/pcs_comment.cfm/pcs-budget-response-osborne-rewards-wealthy-and-punishes-poor 
www.pcs.org.uk/en/news_and_events/pcs_comment/pcs_comment.cfm/pcs-budget-response-osborne-rewards-wealthy-and-punishes-poor 
http://www.ons.gov.uk/ons/dcp171778_408762.pdf
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es of these millions of children without further 
concerted action at national level.”

If the figures look bad, what do you as a government 
— you change the definition to make it not look as 
bad. Or as work and pension secretary Iain Duncan 
Smith put it the government will introduce a “new 
and strengthened approach” to tracking the life 
chances of Britain’s most disadvantaged children.

The current child poverty measure — defined as 
60% of median income — is now considered by 
Duncan Smith to be deeply flawed and a poor test 
of whether children’s lives are genuinely improving. 

And as poverty is being redefined then why not 
cut Tax Credit for low-paid working families and 
freeze Child Benefit. 

TUC policy officer Richard Exell writing in a Touch-
stone blog pointed out that last year the Social 
Mobility and Child Poverty Commission reported 
that the government’s child poverty strategy “falls 
far short of what is needed” to meet its duty under 
the Child Poverty Act 2010 to end child poverty by 
2020 and forecast that this target would be “missed 
by a considerable distance”.

The Act set out various targets but Duncan Smith 
has repudiated these targets pledging “legislation 
to remove existing measures and targets” in the Act.

The Children’s Commissioners for England, Scot-
land, Wales and Northern Ireland have just sent 
the United Nations a report saying that austerity 
— especially benefit cuts — have resulted in a fail-
ure to protect the most disadvantaged children 
and those in especially vulnerable groups from 
child poverty. … Reductions to household income 
for poorer children as a result of tax, transfer and 
social security benefit changes have led to food 
and fuel poverty, and the sharply increased use of 
crisis food bank provision by families.

Alison Garnham, chief executive of the Child Poverty 
Action Group, said of the government’s plans: “The 
government is turning its back on poor children. 
Only a year ago, the secretary of state claimed the 
child poverty targets would be met, but last week’s 
child poverty statistics showed that absolute child 
poverty has risen by half a million since 2010 and 
that progress on relative poverty has stalled.

“Today’s statement isn’t about strengthening efforts 
to end child poverty but about burying the failure 
of the government’s child poverty approach.  And 
with more cuts coming down the line, child poverty 
is set to rise.

“Two-thirds of poor children are in working fami-
lies — it’s unclear whether these children will be 
counted as poor in the future."

www.gov.uk/government/statistics/households-below-average-in-
come-19941995-to-20132014

www.gov.uk/government/news/government-to-strengthen-child-poverty-measure

http://touchstoneblog.org.uk/2015/07/iain-duncan-smith-tears-up-the-child-poverty-
act-and-tells-us-hes-going-to-improve-it/

www.cpag.org.uk/content/government-turns-it-back-poor-children

Go-ahead but delay for 
tax-free childcare
The government’s tax-free childcare scheme has 
been given the go-ahead, following a Supreme 
Court judgment. However, the scheme which was 
due to introduced this autumn and then next year 
will now be delayed until 2017.

The Supreme Court unanimously dismissed an ap-
peal from present providers of childcare schemes 
and declared the scheme lawful, but the suspen-
sion remains in place. 

Treasury minster Damian Hinds said that the gov-
ernment was happy with the outcome of the court 
case. ”We are pleased that the government’s pro-
posals for delivering Tax-Free Childcare have been 
found to be lawful,” he said. “This government is 
absolutely clear on the importance of supporting 
families with their childcare costs.” 

The scheme will be open to parents who both work 
and both earn less than £150,000 a year. Single par-
ents working more than 16 hours a week are also 
eligible. It is expected to cover 20% (up to £2,000 
a child per year) of childcare costs for children up 
to the age of 12. 

www.gov.uk/government/news/government-confirms-tax-free-childcare-launch-date-
as-it-welcomes-judgment-from-supreme-court

UK economy in better 
shape in 2015
The economy grew more than previously thought 
in the first quarter of the year.

Gross domestic product (GDP) increased by 0.4% 
between the final quarter of 2014 and the first 
quarter of 2015. The Office for National Statistics 
has revised growth up by 0.1 percentage points 
from the previous estimate of GDP, published at 
the end of May.

http://www.gov.uk/government/statistics/households-below-average-income-19941995-to-20132014
http://www.gov.uk/government/statistics/households-below-average-income-19941995-to-20132014
www.gov.uk/government/news/government-to-strengthen-child-poverty-measure 
http://touchstoneblog.org.uk/2015/07/iain-duncan-smith-tears-up-the-child-poverty-act-and-tells-us-hes-going-to-improve-it/
http://touchstoneblog.org.uk/2015/07/iain-duncan-smith-tears-up-the-child-poverty-act-and-tells-us-hes-going-to-improve-it/
www.cpag.org.uk/content/government-turns-it-back-poor-children 
www.gov.uk/government/news/government-confirms-tax-free-childcare-launch-date-as-it-welcomes-judgment-from-supreme-court 
www.gov.uk/government/news/government-confirms-tax-free-childcare-launch-date-as-it-welcomes-judgment-from-supreme-court 
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GDP increased by 2.9% on the first quarter 2014, re-
vised upwards from the previous estimate of 2.4%.

Finally, GDP was estimated to have increased by 
3.0% in 2014, compared with 2013, revised up 0.2 
percentage points from the previously published 
estimate.

http://www.ons.gov.uk/ons/dcp171778_408451.pdf

Manufacturing output 
flattens out
There was no increase in manufacturing output in 
the most recent three months, official figures show.

Factory output was unchanged in the three months to 
May 2015 compared with the previous three months. 

There was an 8.4% fall in the coke and refined pe-
troleum products group. Other falls included one 
of 3.5% in the computer, electronics and optical 
products group and 3.2% in machinery and equip-
ment not classified elsewhere.

There were increases of 3.6% in the textiles group, 
2.7% in drugs and 2.5% in transport equipment.

Manufacturing output was up by 0.8% in the most 
recent three months compared to the same period 
a year ago.

The more volatile monthly figures showed a de-
crease of 0.6% in May on the previous month.

The output of production industries (manufactur-
ing, mining and utilities) was up by 1.0% in the 
three months to May, and up by 1.4% on the same 
period a year earlier.

In the three months to May, production and manu-
facturing were 9.2% and 4.6% respectively below 
their figures reached in the pre-downturn peak in 
first quarter of 2008.

TUC general secretary Frances O’Grady said: “The 
chancellor promised a ‘march of the makers’, but 
manufacturing is still [almost] five per cent below 
its pre-recession peak and is declining again. 

“The government has had over five years to 
strengthen manufacturing, and has failed. But it’s 
no surprise when so much of the investment that 

would have made a difference has been cut, such 
as funding for catapult centres for technology and 
innovation in manufacturing.”

http://www.ons.gov.uk/ons/dcp171778_409945.pdf

www.tuc.org.uk/economic-issues/economic-analysis/industrial-issues/manufactur-
ing/manufacturing-still-5-cent-below

Regional inequalities 
increase under Tories
London is outperforming other parts of the UK in 
economic and jobs growth, while the economic re-
covery is weakest in the North West and Northern 
Ireland, a TUC study shows.

In the three years from 2010 to 2013, the London 
economy grew more than one and a half times 
as fast (163%) as the rate of the UK economy as a 
whole. By comparison, growth was only around half 
the national rate in Northern Ireland (49%) and the 
North West (51%).

In 2013, economic activity in London accounted 
for 22% of the value of the entire UK economy, up 
from 21% in 2010. 

From 2010 to 2014, jobs growth in London at 11.5% 
was twice as fast as the UK rate as a whole of 5.1%, 
three times as fast the West Midlands where it was 
3.7% and six times as fast as the North West where 
growth was just 1.8%.

In 2014, London accounted for 14.2% of all UK jobs, 
compared to 13.5% in 2010.

TUC general secretary Frances O’Grady said: “We 
need a recovery that works for the whole of the 
UK, but cuts to infrastructure and services have hit 
places that are most in need of investment. 

"We now have an unbalanced recovery that is too 
weak outside of London, too dependent on families 
getting into debt, and too focused on jobs in low-
paid service industries.

“UK regions won’t become powerhouses of growth 
and job creation unless they are powered-up by in-
vestment in skills, infrastructure and decent public 
services — but the chancellor’s extreme cuts will 
mean pulling the plug.”

www.tuc.org.uk/economic-issues/labour-market/economic-analysis/industrial-is-
sues/regional-economic-inequalities
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