Note on the social impact of Budget 2011 and previous
economic announcements
This short note examines the social impact of the announcements made in June
Budget 2010, Spending Review 2010 and Budget 2011.

Budget 2011 provides information on the cost or yield of all measures with a
fiscal impact announced at or before the publication of Spending Review 2010
which take affect from April 2011 or later.

Switch to CPI
Table 1 (2.2) below shows that the largest single gain to the Treasury comes
from switching benefits, tax credits and public service pensions to CPI
indexation from 2011-12 (£10.595bn) announced at the June Budget 2010. This
was followed by a further announcement to shift direct taxes to CPI indexation,
bringing in another £1bn to the Treasury. This “technical “switch impacts
ordinary people and their families and raises more than four times the amount
raised by the Bankers’ Levy in 2015/16.

As a result of this change, the IFS says that most means-tested benefits will go
up by 3.1% rather than 4.8% and that most contributory and universal benefits
will go up by 3.1% rather than 4.6%.

Impact on individuals
A number of measures were included in Budget 2011 to help individuals with the
rising cost of living. These included an increase in the personal tax allowance
and a reduction in fuel duty. However, these have to be placed in the context of
previous announcements around benefits, such as reductions to the tax credit
system.
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Table 1 also shows the effects on individuals and families. These include:
•

reducing contributory Employment and Support Allowance to one year which
will raise £1bn for the Treasury in 2015/16

•

changes to Working Tax Credit which will raise over £2bn pounds in
2015/16

•

reductions to council tax and housing benefit amounting to over £1bn.

Table 1 Measures which take place from April 2011
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Impact on households
Table 2 and 3 below, published in the Budget 2011 document, shows the
impact of all tax, tax credit and benefit measures by income distribution. It can
be seen that these measures affect households disproportionately and that,
while the top decile takes the greater hit, lower decile households lose out
disproportionately.

Table 2 Impact of all measures as a per cent of net income by income
distribution
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Table 3 Impact of all measures as a per cent of net income by income
distribution
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