Budget 2010
Summary of budget provisions

Bad news:
Public Sector
· Two year public sector pay freeze on staff earning more than £21,000.

· An independent commission chaired by John Hutton will review public sector pensions. There will also be consultation on scrapping default retirement age.

· Rise in the state pension age to 66 will be accelerated.

Welfare
· Benefits, tax credits and public service pensions will increase in line with consumer prices rather than the retail price index.

· Child benefit to be frozen for the next three years.

· Caps on housing benefit to be introduced - from £280 a week for a one-bedroom property to £400 a week for a four-bedroom or larger. Together with other measures this will reduce costs of housing benefit by £1.8bn a year by the end of the parliament.

· Sure start maternity grant will go to the first child only.

· Eligibility for child tax credits to be reduced for families with a household income of more than £40,000 from April next year

· The baby element of child tax credit will be abolished from April next year

Taxes

· VAT to increase to 20% on 4 January next year. Will generate over £13bn a year of extra revenues.

· Government to work with local authorities to freeze council tax for one year from April next year.

· Higher rate income tax threshold frozen until 2013.

Good news:

· Child element of the child tax credit to increase by £150 above indexation next year. 

· Will Hutton to draw up plans for fairer pay across the public sector, without increasing the overall pay bill, so that those at the top of organisations are paid no more than 20 times the salaries of those at the bottom.

· People earning less than £21,000 will will each receive a flat pay rise worth £250 in each of the two years.

· From April next year the basic state pension will be re-linked with earnings. 

· Basic state pension will increase every year by highest of earnings, inflation or 2.5%.
· Personal income tax allowance to be raised by £1,000 from April to £7,475. Will take 880,000 people out of tax altogether.

Quotes:

UNISON
Public sector workers will be shocked and angry that they are the innocent victims of job cuts and pay freezes
TUC
This Budget got the big judgement about the economy wrong. The economy is still fragile, and today's measures will certainly slow recovery and could well stop it in its tracks. 

Spending and benefit cuts together with the VAT increase will take much needed spending power out of the economy.

LABOUR
This is a Tory Budget that will throw people out of work, that will hold back economic growth and will harm vital public services.

The Lib Dem leaders have sacrificed everything they ever stood for to ride in ministerial cars. Twenty two Liberal Democrat ministerial jobs have been bought at the costs of tens of thousands of other people losing theirs.
The impact on the country
The treasury has estimated that between 500,000 and 600,000 jobs will go in the public sector and between 600,000 and 700,000 will disappear in the private sector by 2015.

This has been seen as a budget which hits the poorest hardest, and one which panders to Conservative ideology more than it meets the economic needs of the country. As is typical, the weakest in society are the most penalised. The increase in VAT will hit the less financially well-off more than others, and the tendency to semi-criminalise those on state benefits is particularly obnoxious.

Notably, there appears to be a limited budget for the civilian population, but an unlimited budget for war.
The reduction in Housing Benefit – with no corresponding rent cap to make this a viable proposition – will lead to increased overcrowding and homelessness. It has been estimated that 85% of those in housing benefit accommodation in London do not meet the required spending level, with the conclusion that the poor must now live somewhere else – never mind where.

The public sector has been demonised yet again. While profligate, reckless bankers ruined the Western economy, hard-working public sector workers are expected to pick up the tab – with their jobs. The state is too big, the Conservatives cry, while making no attempt to clarify what size the state should be; they expect their friends in private business to take over where the state leaves off. Naturally, the bill will ultimately arrive at the pockets of the taxpayer.

It has become clear that the police will also be cut back. Agreements to keep the police on our streets and accountable have been scrapped.

Public sector pensions have also been targeted. Nick Clegg, Deputy PM referred to “gold-plated and unaffordable pensions.” Once again, the public sector has been deliberately misidentified as causing the current economic crisis, and this myth has been broadcast at full volume by the Daily Mail and the Daily Express. The Confederation of British Industry claimed public sector pensions had created a “black hole” in public finances. UNISON’s Dave Prentis, however, has refuted this myth as “alarmist and wrong," stating that public sector pension schemes “have already been through a comprehensive review. They are affordable and sustainable in the long term. The retirement age for most public sector workers is 65, and, far from being gold-plated the average woman working in local government can expect just £2600 a year, or £40 a week when they retire… The CBI needs to look in its own backyard, “ he continued, “it should turn its firepower on the boardroom bosses who award themselves huge pensions and low retirement ages, but close their pension schemes to staff.” 
The Institute for Fiscal Studies’ April report demonstrated that throughout the 1990s, pay awards were higher in the private sector and from 1997 to 2001, the gap widened by a further 7%. There was what the IFS described as a “period of catch-up” between 2001-2005 but now, once again, the public sector faces job cuts and pay freezes.

Dave Prentis went on to highlight the fact that the real pensions scandal was the taxpayer is footing the bill for private sector workers whose employers have closed down their pension schemes, and that every year £10bn of taxpayers’ money is spent subsidizing the private pensions of the top 1% who are paid more than £150,000 a year. TUC research published in “Decent Pensions for All” has shown that £2.50 is spent on private sector pensions for every £1 spent on public sector pensions.
UNISON has warned the government that they face ballots for industrial action if they try to reduce public sector pensions or raise the retirement age. 

Dave Prentis said: "Stop taking money from schools, hospitals, care homes. Have the guts to go back to the banks, the speculators, the profiteers, and tell them on our behalf – you created this mess, you pay for it. It's not about looking for scapegoats. It's about that fairer society we were all promised.”
"Now, six weeks after the election, the Tories say they can't ask big business to pay tax, they'll discourage enterprise. They can't regulate the financial system or there'll be fewer jobs in the City. They can't stop the bonus culture, or they're penalising success. But with breathtaking hypocrisy, they'll take away benefits, they'll undermine our job security, they'll let our communities take the pain while the City speculators get off scot free. The public sector [is] asked to tighten its belt, more restraint, 'do more with less'. These pension myths are scaremongering. There are no unreformed, gold-plated pension pots. The average pension in local government is just £4,000 a year, dropping to £2,600 for women."

UNISON action

UNISON’s view of the budget: http://www.unison.org.uk/acrobat/B5131.pdf
UNISON Westminster

In Westminster Branch we are aware and concerned that budgets are to be cut right across the public sector. We believe firmly that this is the wrong approach, and will lead to a double dip in the economy – a worsening of the financial outlook for the UK and a reduction in spending power for everyone. This will result in business loss and increased spending on unemployment benefits and other state benefits – the very benefits the Conservatives criticise. Unfortunately this is the typical three-pronged approach from this party. First they throw people out of work, then they demonise those now on benefits, and finally they reduce the benefits as they regard these people as feckless and idle. This produces great unfairness in society and creates problems where there were none. 
Tony Travers, director of the London Group at the London School of Economics,  gave a talk recently at City Hall where he outlined what he thought was coming for local government. He stressed that while there was a general need to cutback across the board in order to meet the targets, certain areas were likely to be protected. In addition he found it likely that there would be an attempt to introduce decentralised pay bargaining, and increasing the pay freeze for longer than the initial two year period. Where councils could not introduce or increase fees and charges to customers, they would stop doing some things entirely. On a positive note, he felt that 600,000 reduction in staff could be done through natural wastage – although this seems optimistic. 

Tony went on to outline where he felt protected areas would be – owing to the amount of political risk attached to cutting these areas back. These were the NHS, the Department for International Development, schools, the police, benefits, defence. What remained was the Environment, the Fire Service, highways and transport investment and maintenance, Adult Education. Since some areas are protected, this automatically increases the amount of cutting back in the unprotected areas. Where charities were being pinpointed as likely organisations to take over former local government activity, he felt that they were plainly incapable of doing so, being based on tiny amounts of business and minimal size organisations. Local Authorities have £14bn in reserves and £20bn in investments. Since income from interest is low, councils may hang on to their reserves or spend. He felt that where possible, local authorities should in fact invest in land, since values are currently low and likely to rise over the longer term.  
We know that ultimately the City Council will be cutting jobs where they can. This may not be limited to areas that have not yet been through the jobs cuts this year and last year. They may well re-visit these areas and cut further. It is unclear what ‘fat’ remains to be trimmed from these areas since the Council have pared back as much as they can already.

We believe that now, key areas of work must be scrapped in the manner that the City Guardian service was thrown into the dustbin of history. This means that all jobs are at risk sooner or later. The Council’s own budgets show shortfalls this year and next year. Some will be covered by savings this year, but not next year.

You may never have been in a union, but you certainly need one now – and what’s more, the union needs you. If and when job cuts are made, if and when pensions are reduced – the union may take action. We need you to be part of that action. If we do not act together, we may well all lose our jobs and pensions together instead.

