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Whilst only four months since Sunak delivered his first Budget in March, the 
intervening period has brought more challenges than would be expected in four 
years. The scale of the Government’s intervention in the economy is unprecedented 
in peacetime. The Chancellor is, by instinct, a free-marketeer and yet he has overseen 
the most extensive state intervention in the economy for generations. Today Sunak 
laid out further, targeted support measures marking the second of three phases in 
the Government’s response to COVID-19.  

 

Today’s statement did not take the form of a formal Budget. This was reportedly motivated by a desire to avoid 

compelling the Office for Budget Responsibility (OBR) to produce the required analysis and forecasts until the economy 

has begun to stabilise. Despite its lower billing, Sunak’s statement contained a number of eye-catching but targeted 

measures designed to tide the economy over until the autumn. Whilst phase one of the COVID-19 response was focused 

on protecting lives, in phase two the Government will divert its attention towards jobs. This is intended to take the UK 

through to the Autumn Budget which will mark the start of phase three, focused on rebuilding the economy.  

Overview and Key Themes  

This was deliberately a narrowly focused statement, with the Chancellor being clear that longer-term recovery measures 

would only come later in the year. However, several key themes emerged which we can expect to see developed further 

over the coming months. Firstly, viewing all Government policy through the prism of creating and supporting  jobs; 

secondly,  focusing on certain industries – namely infrastructure, green, hospitality and tourism, to drive those jobs; and 

thirdly, acceptance that this will require the implementation of policies that no Conservative government in living 

memory would have dreamt of.

Rishi’s Rescue Package  
 
The Economic Statement  

“Our plan has a clear goal: to protect, support and create jobs.”” 



 

 

Employment and Training  

As the Chancellor and Prime Minister were at pains to point 

out, “jobs jobs jobs” are at the heart of today’s 

announcements.  Potentially the most wide-ranging and 

expensive scheme is the Jobs Retention Bonus – which 

would pay companies £1,000 for each furloughed worker 

earning above £520 a month that they bring back and keep 

in post until January. If companies took up the bonus for 

every furloughed worker it would cost £9.4bn (though this 

is a Treasury sleight of hand to allow the Chancellor to call 

this a £30bn package – in reality, take up will be 

considerably lower). This is a corollary to the furloughing 

scheme being wound up, as planned, in October.  

Further to this, and reminiscent of a similar programme 

following the economic crash of 2008, the Kickstart 

Scheme will see Government subsidise six-month work 

placements for people on Universal Credit aged between 

16 and 24, who are at risk of long-term unemployment. It 

requires employers to provide at least 25 hours per week of 

work, pay those on the scheme at least the national 

minimum wage, and provide training. A 24-year-old on the 

scheme is expected to receive around £6,500 and there is 

no cap on the number of applicants. Employers can apply 

for the scheme next month with it being activated in the 

autumn. 

A flurry of other schemes designed to get young people into 

employment includes paying businesses to hire young 

apprentices, with a new payment of £2,000 per apprentice, 

paying employers £1,000 to take on new trainees, and 

trebling the number of places on Sector-Based Work 

Academies. 

The DWP, meanwhile, will benefit from £1bn to get people 

back into employment. This will double the number of 

Work Coaches in job centres, increase the Flexible Support 

Fund, extend the Rapid Response Service, expand the Work 

and Health Programme, and develop a new scheme to 

support long-term unemployed people (details of which 

will be announced shortly). 

The Green Recovery and Infrastructure  

The second strand of the Chancellor’s plan was to channel 

Roosevelt’s New Deal and get the nation building its way 

out of recession. To this end, the Government will 

introduce a £2bn “green homes grant” from September 

and launch a £50m fund to pilot approaches to 

decarbonising social housing. The grants will cover at least 

two-thirds of the cost of the work up to a limit of £5,000 per 

home, while low-income households will be eligible for 

vouchers covering the full cost up to £10,000. 

In addition, a further £1bn will be allocated to improve the 

energy efficiency of public sector buildings. Together, these 

measures are expected to support 140,000 green jobs and 

make over 650,000 homes more energy efficient – as well as 

having a direct impact on people’s bills and the nation’s 

carbon footprint. Should it be a success, it is possible that 

we could see more of this type of support further down the 

line.  

Tax Measures and Further Stimuli  

One widely expected measure announced earlier today 

was an emergency stamp duty holiday. The threshold has 

now been increased to £500,000 in a move that is expected 

to reduce the average stamp duty bill by £4,500, with 

nearly nine in ten buyers this year expected to pay not 

stamp duty at all. It has been introduced with immediate 

effect and will last until 31 March 2021.  The thinking is that 

as Stamp Duty acts as a deterrent and delays purchases, 

particularly for first time buyers, this measure would 

reboot the stagnating housing market. It could also help 

compensate for the restrictions of a tougher lending 

environment, with demands for higher deposits eating into 

the capital that would normally be allocated towards 

Stamp Duty. The holiday is also intended to encourage 

homeowners seeking to move up the housing ladder to put 

their homes up for sale, thus increasing the supply of 

homes for first time buyers. This might have interesting 

long-term implications should, say, young families who can 

work remotely seek to move away from expensive city-

centre or high demand commuter belt areas.  

In an effort to support one of the hardest hit industries, the 

Chancellor also announced a sector-specific VAT cut for the 

hospitality industry, covering food, accommodation and 

attractions, but not alcoholic drinks. From next Wednesday 

until January 12th these businesses will pay a reduced VAT 

rate of 5%, a significant reduction from its current 20% in 

what amounts to a £4bn stimulus. Whilst there had been 

rumours of an across the board cut, the Chancellor instead 

opted for this, more targeted, measure. This is likely part of 

an effort to incentivise public consumption in a sector that 

is likely to continue to be held back by public anxiety of 

COVID-19.  

“We are doubling down on our ambition to level 
up…with better roads, better schools, better 
hospitals, better high streets, creating jobs in all 
four corners of our country”. 
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Finally, in an eye-catching further measure to support the 

hospitality industry, the Chancellor introduced the “Eat 

Out to Help Out Scheme”. Customers dining in 

participating restaurants will benefit from a 50% discount 

on meals from Monday to Wednesday over August. This will 

be set at a maximum of £10 per head and applies to adults 

and children - though, again, not for alcoholic drinks. 

Restaurants will then be able to claim back funds. Together 

with the sector specific VAT cut, this represents a 

significant support package for the hospitality industry in 

an effort to protect the 2.4 million jobs in the sector. 

Perhaps just as important from the Government’s 

perspective, the industry also employs a large number of 

young people, a group particularly badly affected by the 

recession and one at risk of long-term unemployment.  

Reaction and Responses  

Shadow Chancellor Anneliese Dodds did not strike an 

overly critical tone, focusing more on the health impact 

and the ways in which Government had mismanaged 

public health measures. Indeed, she noted that “of course 

we welcome” measures supporting jobs and businesses. 

She was, however, more critical about cutting off the 

furlough scheme too quickly and noted the importance of 

continuing to support industries that could not return to 

full operations as quickly, or regions that required a second 

lockdown. We can expect this debate to continue over the 

coming months.  

Reactions elsewhere were relatively muted. Sterling and 

gilts remained largely unchanged. Key business groups 

broadly welcomed the interventions, but the Institute of 

Directors said that "many directors will feel like he missed a 

trick”. Some commentary has pointed out hard-hit sectors 

such as rail and aviation will not be directly affected by 

much of what the Chancellor said today, and there were 

concerns that the Green Homes Grant isn’t starting with 

immediate effect.  However the CBI and the British 

Chambers of Commerce have been much more positive, 

welcoming the focus on “jobs in the short-run that can turn 

into opportunities for the long-run". 

Wider Significance  

Today’s statement from the Chancellor struck a notably 

different tone to his interventions earlier in the year. Whilst 

there were some innovative measures, in particular the 

Jobs Retention Bonus and the Eat Out to Help Out Scheme, 

there was a notable measure of restraint in the 

Chancellor’s approach. Sunak made clear that it would not 

be “responsible” for the Government to continue 

supporting jobs that only exist due to government subsidy. 

In addition to moving into a second phase focused on jobs, 

it appears that the Government is shifting away from all-

encompassing state intervention and support towards one 

that emphasises incentivisation and recognises that job 

creation is important as job retention.  

Whereas the first phase of the Government’s response was 

about protecting health, the emphasis is now very much on 

fiscal stimulus. Alongside measures to reboot the 

economy, the Chancellor remains mindful of the spiraling 

government debt. Although it is reported that the 

Chancellor is content for debt to be at a much higher level 

for the foreseeable future, there will be nerves about the 

GDP-debt ratio. Failing to get this under control could lead 

to the type of sovereign debt crisis that affected the UK in 

the 1970s and was feared after the late 2000s financial 

crisis. This may go some way in explaining Sunak’s more 

restrained approach.  

Another explanation may well be Sunak’s own views and 

the prevailing economic thought within the Conservative 

Party. Whilst the party relies upon an electorate that is 

more favourable towards state intervention than in the 

past, there are many within the party who are anxious 

about appearing to support higher spending too 

enthusiastically for fear of endorsing Labour’s overall 

approach to the economy. This is particularly the case in 

view of the Government’s existing spending commitments 

that predate the COVID-19 pandemic. Although not 

announced today, it is reasonable to assume that the 

Budget and Spending Review this autumn will use the 

hopefully clearer economic outlook to look at tax rises and 

spending cuts in an effort to mitigate the booming deficit.  

Conclusion  

Treasury officials are under no illusion about just how 

difficult the macroeconomic picture is. The “jobs miracle” 

of 2010 onwards surprised them by the size of its success. 

There is now a real fear that this good work could be 

undone in short order: hence the need to place jobs front 

and centre.  This statement did precisely that, using a 

number of eye-catching policies. Some will criticise it for 

not doing more for particular sectors, or for failing to set 

out longer-term thinking about the recovery and how all of 

this will be paid for. But that was not the objective today. 

Today, the Chancellor did what he set out to do and, 

politically, what he needed to do. But as everyone is now 

aware, this will be a long, hard economic recovery – and 

the real work has only just begun.
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