
3 March 2021  

 

 NHS Providers | ON THE DAY BRIEFING | Page 1   

 

 

March 2021 Budget  

Overview 

Today’s Budget, like the chancellor’s first Budget last year, understandably focused on supporting 

people and businesses through the pandemic. There were no ‘rabbits in the hat’ for health, with little 

mention of the NHS during the chancellor’s speech and no focus on reforming funding for social 

care. There was also no mention of how to mitigate the after-effects of Brexit, or a plan for welfare 

once the uplift in Universal Credit ends in October.   

 

The chancellor outlined the government’s three-part plan for the economy:  

• continuing COVID-19 support 

• fixing the public finances 

• building the future UK economy.  

 

The majority of his speech focused on extending the packages designed to support business and 

households through the pandemic by a further £44.3bn, taking its total cost to £344bn. In addition to 

the extensions of the pandemic support packages, the chancellor announced a temporary tax break 

to encourage businesses to bring forward investment spending from the future into this year and 

next. The tax rises that had been trailed ahead of the speech have been delayed until 2023, with a 

planned rise in corporation tax to 25% and freezing personal tax allowances and thresholds from 

2022-23 until at least 2026.  

 

Economic overview 

The success so far of the government’s vaccine procurement and delivery programme means the 

Office for Budget Responsibility (OBR) holds fairly positive, medium-term economic prospects for the 

UK economy. Given the accelerated rollout of the vaccine programme, it is assumed the majority of 

public health restrictions are removed earlier than the OBR previously anticipated in the November 

Spending Review (SR). Consequently, GDP is expected to grow by 4 per cent in 2021, and return to its 

pre-pandemic levels by the middle of 2022.  
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The OBR has factored in a recovery in consumer spending levels. This follows the accumulation of 

household savings during lockdowns, as well as a rise in business investment given the clarity over 

Brexit arrangements, rising business confidence in the medium-term economic outlook, and the 

frontloading of capital allowances from the Treasury in this Budget. The OBR also anticipates the pace 

of recovery in GDP will slow towards the end of 2021, given that there may be some seasonal 

resurgence in COVID-19 cases. 

  

However, the OBR notes that the chancellor’s spending plans do not make any specific provision for 

COVID-19 costs beyond 2021/22, even though the government’s ‘roadmap’ acknowledges the need 

to sustain the vaccination programme and the operation of Test and Trace. 

  

The OBR suggests that as the economy reopens, and the extraordinary discretionary fiscal measures 

are wound down by the government, net borrowing is forecast to fall from £355bn (16.9 per cent of 

GDP) in 2020/21 to £234bn (10.3% of GDP) in 2021/22. This is the highest level of peacetime 

borrowing on record, though government borrowing t is then intended to fall even further to £107bn 

in 2022/23. 

  

By the end of last year, the unemployment rate had risen to 5.1%: this rate is expected to peak in the 

fourth quarter of this year at 6.5%. This rise will therefore be 340,000 lower than the OBR’s initial 

forecast in November. The causes of this rise in unemployment is attributed to the use of less labour-

intensive activity across retail and hospitality, the limitations placed on the accommodation and 

transport sectors, as well as the long term effects of scarring on the labour force. 

  

Department of Health spending profile 

Core revenue and additional COVID-19 costs   

• The Department of Health and Social Care’s (DHSC’s) total revenue budget for 2020/21 will be 

£199.2bn. The rise in its budget compared to the SR forecast is almost entirely accounted for 

by the additional COVID-19 costs incurred by the NHS. DHSC’s 2021/22 revenue budget will 

then fall by £30bn to £169.1bn. 

• The NHS England revenue budget for 2020/21 (excluding. COVID-19 costs) will be £129.7bn: 

this is £0.2bn lower than forecast. This will then rise to £136.1bn in 2021/22, consistent with the 

trajectory in the November 2020 SR, and the long-term funding settlement originally 

announced in 2018. 

• The additional COVID-19 funding for the NHS in England in 2020/2 will be £18bn: this is 

£8.5bn higher than forecast in the November SR.  
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• COVID-19 costs in 2021/22 remain the same as already outlined in the November SR, which 

announced a £3bn ‘NHS recovery package’. 

• However, we expect that the COVID-19 costs during the next financial year will exceed this 

£3bn figure, particularly given the SR forecasts were announced prior to the outbreak of the 

current wave, and before NHSE/I announced it will continue to roll over block contracts for the 

provider sector for the first quarter of 2021/22. It is vital that more money is provided to cover 

additional COVID-19 costs in 2021/22 as and when they arise. 

• The Budget also confirms an additional £1.7bn allocation in 2021/22 to facilitate the delivery of 

the vaccination programme. 

  

  SR 2020/21 Budget 2020/21 SR 2021/22 Budget 2021/22 

DHSC revenue budget 190.6 199.2 167.4 169.1 

Core NHS budget 129.9 129.7 136.1 136.1 

NHS COVID-19 costs 9.5 18 3 3 

Total NHS budget 139.4 147.7 139.1 139.1 

  

 

Capital 

• While DHSC’s core capital departmental expenditure limits (CDEL) will be £0.8bn lower than 

anticipated in the November SR (due to underspend on capital projects), additional COVID-19 

capital funding means there has been a £1.8bn uplift to the Department’s total capital budget. 

However, the Budget has not announced any additional headroom for additional COVID-19 capital 

spend for DHSC in 2021/22. 

 

  

  

SR 2020/21 Budget 2020/21 SR 2021/22 Budget 2021/22 

Core DHSC CDEL 9.3 8.5 9.4 9.3 

COVID capital 1.8 4.5 0 0 

Total DHSC CDEL 11.1 12.9 9.4 9.3 
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COVID-19 support packages 

The chancellor announced an extension to existing measures to support the economy through the 

coronavirus pandemic including:  

• extending the Coronavirus job support scheme to September 2021 across the UK,  

• an extension of the UK-wide self-employment income support scheme to September 2021  

• an extension to the temporary cut in stamp duty land tax in England and Northern Ireland until 

September 

• a six-month extension of the £20 per week Universal Credit uplift in Great Britain 

• a one-off payment of £500 to eligible Working Tax Credit claimants across the UK 

• small and medium-sized employers in the UK will continue to be able to reclaim up to two weeks 

of eligible Statutory Sick Pay (SSP) costs per employee from the government. 

 

He also announced £5bn for new Restart Grants – a one off cash grant of up to £18,000 for 

hospitality, accommodation, leisure, personal care and gym businesses in England and a new UK-

wide Recovery Loan Scheme for businesses.  

 

Support for the NHS   

In November 2020’s spending round, the government announced an additional £3bn for 2021-22 to 

support the NHS recovery in England from the impacts of COVID-19. This included:  

• around £1bn to begin tackling the elective backlog  

• funding to help to address waiting times for mental health services, give more people the mental 

health support they need, invest in the NHS workforce.  

 

Medicines and medical products 

The government has committed a further £163m next year to increase supplies of key medicines for 

treating COVID-19 patients. The government has also suspended tariffs on medical products used to 

help fight against coronavirus since 1 January 2021. 

 

Vaccine investment  

The chancellor announced a further £1.65bn to continue the rollout of coronavirus vaccines and 

improve future preparedness. This includes:  

• £733m for the UK Vaccines Taskforce in 2021-22 to purchase successful vaccines. 
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• £128m for research and development (R&D) and vaccines manufacturing. Further funding will be 

allocated from the COVID-19 reserve as needed. The government also provided £3bn in 2020-21 

for deployment costs in England. 

• £28m to increase the UK’s capacity for vaccine testing and support for clinical trials. This increase 

the UK’s testing capacity and improve the ability to rapidly acquire samples of new variants of 

COVID-19.  

• £5m upfront investment in clinical-scale mRNA21 vaccine manufacturing to the Centre for Process 

Innovation in Darlington, on top of £9m funding which has already been provided to develop their 

mRNA vaccine manufacturing capability and support mRNA process development. The funding will 

support the creation of a ‘library’ of mRNA vaccines for COVID-19 variants for possible rapid 

response deployment to allow the UK to get ahead of potential virus variants. This will enable 

development of a set of potential COVID-19 vaccine updates, similar to the way annual flu vaccine 

updates are developed.  

• £22m to fund the expansion of the world’s first trial of combining different vaccines as part of a 

two dose regime.  

 

 

Health specific announcements  

Veterans’ mental health support  

The government announced an additional £10m in 2021-22 to the Armed Forces Covenant Fund 

Trust, to deliver charitable projects and initiatives across the UK that support veterans with mental 

health needs. 

 

Thalidomide Health Grant renewal  

The government committed to continue the Thalidomide Health Grant beyond 2022-23 in England 

when existing funding runs out. This commitment includes an initial payment of around £39m for the 

first four years after the current grant runs out. Future funding figures will then be confirmed every 

four years after that following an assessment of need.  
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Overview of other key/relevant announcements in the Budget  

Welfare  

Universal Credit increase 

The government is extending the temporary £20 per week increase to the Universal Credit standard 

allowance for a further six months in Great Britain, on top of the planned uprating. This measure will apply to 

all new and existing Universal Credit claimants. 

 

Taxation 

Personal allowance and higher rate threshold (HRT)  

The income tax personal allowance will rise with consumer price inflation (CPI) as planned to £12,570 from 

April 2021 and will remain at this level until April 2026. The income tax higher rate threshold will rise as 

planned to £50,270 from April 2021 and will remain at this level until April 2026. The higher rate threshold 

for savings and dividend income will also apply UK-wide. 

 

Corporation tax 

The rate of corporation tax will increase from April 2023 to 25% on profits over £250,000. The rate for small 

profits under £50,000 will remain at 19% and there will be relief for businesses with profits under £250,000 so 

that they pay less than the main rate.  

 

Apprenticeships 

Traineeships for young people 

The government will provide an additional £126m in England for high quality work placements and training 

for 16-24 year olds in the 2021/22 academic year. Employers who provide trainees with work experience will 

continue to be funded at a rate of £1,000 per trainee.  

The government will extend and increase the payments made to employers in England who hire new 

apprentices. Employers who hire a new apprentice between 1 April 2021 and 30 September 2021 will receive 

£3,000 per new hire, compared with £1,500 per new apprentice hire (or £2,000 for those aged 24 and 

under) under the previous scheme. This is in addition to the existing £1,000 payment the government 

provides for all new 16 to 18 year-old apprentices and those aged under 25 with an Education, Health and 

Care Plan, where that applies. 
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Business rates 

The government has frozen the business rates multiplier in England for 2021-22 with effect from 1 

April 2021. The government will also legislate to ensure that the business rates relief repayments that 

have been made by certain businesses are deductible for corporation tax and income tax purposes.  

Pensions and savings  

The government will maintain the lifetime allowance at its current level of £1,073,100 until April 2026. 

The band of savings income that is subject to the 0% starting tax rate will remain at its current level of 

£5,000 for 2021-22.  

 

UK Infrastructure Bank 

The new UK Infrastructure Bank will provide financing support to private sector and local authority 

infrastructure projects across the UK. The bank will be able to deploy £12bn of equity and debt capital 

and be able to issue up to £10bn of guarantees. The institution will begin operating in an interim form 

later in spring 2021. The bank will be headquartered in Leeds. 

 

 

Press statement  

NHS Providers press statement setting out our response to the spending round is below and also 

accessible online.   

 

The Budget: welcome support for vaccinations but social care overlooked yet again 

 

The Deputy Chief Executive of NHS Providers, Saffron Cordery, said: 

“The chancellor was right to praise the NHS for its efforts to tackle COVID-19 and rolling out the 

vaccine in his Budget today. While his statement was light on announcements for the NHS, we are 

urging the government to reaffirm its commitment to giving the NHS whatever it needs to deal with 

COVID-19. 

 

“It is good news that the UK’s vaccination programme will receive an extra £1.65bn. The vaccination 

rollout is a source of national pride and we commend everyone involved in planning and delivering 

this hugely, complex programme.  

 

“But as the chancellor said in his statement today, the profound damage caused by the pandemic is 

not over yet. These continue to be uncertain times for health and care services, which are still dealing 

https://nhsproviders.org/news-blogs/news/the-budget-welcome-support-for-vaccinations-but-social-care-overlooked-yet-again
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with the immediate pressures of COVID-19 and face a challenging legacy of the pandemic for years to 

come. It is vital that more money is provided to cover additional COVID-19 costs in 2021/22 as and 

when they arise. 

 

“Trust leaders are acutely aware of the pressure public finances and the additional investment 

awarded in the Autumn Spending Review. However, the reality is that in the longer term, we will need 

to see further investment to help the health service meet the increased demand across acute, mental 

health, community, and ambulance services to treat people who have coronavirus now as well as 

longer-term challenges, such as the clearing the backlog of elective care dealing with additional 

demand for mental health services. We also need to support and reward the NHS workforce who 

have worked tirelessly during the pandemic.  

 

“Sadly, today’s Budget has fallen short on setting out the strategic direction for public services, and in 

particular, much needed support for social care, which desperately needs investment and a longer 

term programme of support. Successive governments have promised to fix social care and yet none 

have delivered the radical change we need. We are urging the government to deliver on its promise 

to unveil a plan for reforming social care by the end of the year.” 

 

Useful links 
 

The full Budget document   

The full text of the Chancellor’s speech 

OBR figures  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/966161/Budget_2021_Web_accessible.pdf
https://www.gov.uk/government/speeches/budget-speech-2021
https://obr.uk/efo/economic-and-fiscal-outlook-march-2021/

