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Brexit looms over Oshorne’s Budget

Published on March 16, 2016 — in Politics — by Takahiro Hasegawa

equation more complex for the Chancellor, George Osborne. With a weaker
economic outlook, he needs more austerity in theory to maintain his promise of
running a budget surplus by the 2019/20 fiscal year. The question is whether
this is politically feasible.

T he UK’s EU membership referendum scheduled for 23 June makes the political

Dver Brexit, the Conservative Party is now split in two. Whilst the Chancellor and Prime
Minister David Cameron want Britain to stay in a “reformed EU”, Mayor of London and
Dsborne’s rival Boris Johnson is campaigning to leave, gaining popularity among
Eurosceptic Tory members.

This leads to another dilemma for Osborne, who some believe is eyeing the route to 10
Downing St.

Dsborne’s Budget today could be a make-or-break moment in the battle over the future
Tory leadership.

No windfall this time
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[n November’s Autumn Statement, an optimistic economic outlook enabled the chancellor
to find a £27bn windfall. This additional funding allowed him to shelve the most
contentious cuts on tax credits and police funding, while maintaining his fiscal mandate
pf eliminating the deficit in 2019/20.

But, “the hopes of a stronger global recovery have evaporated,” as Osborne himself wrote
in an article entitled a “pre-budget plea” to readers of the Sun on Sunday. According to a
Reuters poll, experts think it is unlikely the chancellor will meet his fiscal target.

(“This is going to be an excuse budget”

(“This is going to be an excuse budget,” said Ronen Palan, professor in international
political economy at City University. “He is basically in trouble and needs excuses.”

The chancellor said on BBC1’s Andrew Marr Show he needs “additional savings equivalent
to 50p in every £100 the government spends by the end of the decade”. At the same time,
in his Sun on Sunday article, Osborne wrote: “We need to act now rather than pay later.
This week, I will set out our bold plans to do just that.”

Expectation management

Seeing an £18bn fiscal black hole, Osborne simply needs additional spending cuts and tax
rises to balance the books. However, it is not very clear whether the fresh cuts will be as
bold as they might sound, because the chancellor’s warning could be management of
public opinion. If he announces smaller cuts than expected, he can mitigate the criticism.

Moreover, being boxed in by the Brexit referendum, it became even harder for Osborne to
play hard, as it could affect the power balance within the divided Tory party and may
shatter his political ambitions.

‘‘Play it safe”

According to reports, David Cameron urged Osborne to play this budget safe and the
chancellor dropped a proposed major change in pension tax relief. This pension reform
could have led to a large increase in revenue in the short term, according to the Institute
for Fiscal Studies. But, the Treasury let it be known that Osborne scrapped the option to
avoid a backlash from backbenchers and the insurance industry.

[ncreasing fuel duty is another focal point where the chancellor faces a tough decision
Aamid strong resistance among Tory MPs.

On the other hand, Osborne is reportedly considering raising the threshold for higher rate
tax payers. The chancellor has hinted at the possibility of a tax cut, boasting about an £8
billion tax revenue increase as a result of his decision to reduce the top rate to 45 per cent
in 2013, despite critical views from tax experts.

Despite several tax rises, cuts of more than £1bn in disability benefit and an expected
sharp increase in insurance tax, which will cost motorists up to £80 more every six
months, Osborne’s revenue increase tactics will be more stealth and niche, given the
shaky political situation.

Boris’s ascent
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BYE-BYE, EU : BORIS JOHNSON'S STANCE ON BREXIT HAS INCREASED HIS POPULARITY, PLACING HIM AT
LOGGERHEADS WITH OSBORNE.
CREDIT: EUROPEAN CYCLISTS’ FEDERATION

What makes this budget particularly tricky for the chancellor is the growing popularity of
Boris Johnson, his potential rival for the Tory leadership. Before Christmas, Osborne was
top in the website Conservative Home’s regular poll for the next Conservative leader. But
in this month’s poll, he dropped to fourth place, accumulating just 11 per cent, while Boris
ascended to the top with a double-digit lead of 33 per cent.

Dsborne mantle as a reforming chancellor has been seen by many as part of his path to
future party leadership. But, in his eighth budget today, the chancellor has many reasons
to play safe and offer many sweeteners. Regardless of whether he presents himself as a
hardcore austerity chancellor or something a bit softer, he will need a good excuse, and
the excuse must be a good one in order to retain his political ambitions to the
premiership.

Share this:
S
Like this:
*

Be the first to like this.

Related
omment: Has Osborne's Budget dilemma George the Builder: Chancellor
Osborne pulled it off?  March 16, 2016 delivers his most political
Smoke and mirrors In "Economics" Autumn Statement to date
postpone Budget November 25, 2015
crunch In "Autumn Statement '15"

[March 16, 2016
[n "Finance"

TAGS: B0JO || BORIS JOHNSON || BREXIT || BREXIT REFERRENDUM || BUDGET
CHANCELLOR OF THE EXCHEQUER || CONSERVATIVE || DEFICIT || ECONOMICS | EU || EU REFERRENDUM
EUROPEAN UNION | FUEL DUTY || GEORGE OSBORNE || INCOME TAX || LABOUR || OSBORNE || POLICY || POLITICS

REFERRENDUM || TORIES || TORY



http://www.citybudgetreport.com/tag/bojo/
http://www.citybudgetreport.com/tag/boris-johnson/
http://www.citybudgetreport.com/tag/brexit/
http://www.citybudgetreport.com/tag/brexit-referrendum/
http://www.citybudgetreport.com/tag/budget/
http://www.citybudgetreport.com/tag/chancellor-of-the-exchequer/
http://www.citybudgetreport.com/tag/conservative/
http://www.citybudgetreport.com/tag/deficit/
http://www.citybudgetreport.com/tag/economics/
http://www.citybudgetreport.com/tag/eu/
http://www.citybudgetreport.com/tag/eu-referrendum/
http://www.citybudgetreport.com/tag/european-union/
http://www.citybudgetreport.com/tag/fuel-duty/
http://www.citybudgetreport.com/tag/george-osborne/
http://www.citybudgetreport.com/tag/income-tax/
http://www.citybudgetreport.com/tag/labour/
http://www.citybudgetreport.com/tag/osborne/
http://www.citybudgetreport.com/tag/policy/
http://www.citybudgetreport.com/tag/politics/
http://www.citybudgetreport.com/tag/referrendum/
http://www.citybudgetreport.com/tag/tories/
http://www.citybudgetreport.com/tag/tory/
http://www.conservativehome.com/thetorydiary/2016/03/boris-powers-into-a-double-digit-lead-in-our-next-party-leader-survey.html
http://www.citybudgetreport.com/brexit-looms-osbornes-budget/?share=facebook&nb=1
http://www.citybudgetreport.com/brexit-looms-osbornes-budget/?share=twitter&nb=1
http://www.citybudgetreport.com/brexit-looms-osbornes-budget/?share=linkedin&nb=1
http://www.citybudgetreport.com/brexit-looms-osbornes-budget/?share=reddit&nb=1
http://www.citybudgetreport.com/brexit-looms-osbornes-budget/?share=google-plus-1&nb=1
http://www.citybudgetreport.com/brexit-looms-osbornes-budget/?share=pinterest&nb=1
http://www.citybudgetreport.com/brexit-looms-osbornes-budget/?share=email&nb=1
http://widgets.wp.com/likes/#
http://www.citybudgetreport.com/osborne-pulled-off/
http://www.citybudgetreport.com/2016-budgets-expected-unexpected-contractionary-measures/
http://www.citybudgetreport.com/george-the-builder-the-chancellor-delivers-his-most-political-autumn-statement-to-date/
javascript:void((function()%7Bvar%20e=document.createElement('script');e.setAttribute('type','text/javascript');e.setAttribute('charset','UTF-8');e.setAttribute('src','http://assets.pinterest.com/js/pinmarklet.js?r='+Math.random()*99999999);document.body.appendChild(e)%7D)());

YOU MIGHT BE INTERESTED IN

ittle 2Iileslp for ailing
HS in the Budget

The economy limits
Chancellor’s options

MARCH 17, 2015

Party rivals differ
over austerity plans

Despite the £2.2 billion
pverspend being faced by NHS
Trusts in England, the
Chancellor's Budget today

The Chancellor has four years
to turn around the budget so
its revenues grow and
spending

Ahead of the Budget, how do
the big parties say they will
approach austerity?

LATEST POSTS

PREVIOUS STORY

Oshorne’s Budget dilemma

Private financing infrastructure: a driverless case?

NEXT STORY »

bUdgﬂt Budget 2016 budget deficit
budget statement business chancellor

Coalition government Conservative council tax

benefit David Cameron economics
economy Ed Miliband entrepreneurs’ tax relief

feature featured Ge 0 rge
0 S b 0 rn e google Google tax Greens

housing housing benefit cap IFS income Income
inequality inequalities investment tax breaks
LAbour Liberal bemocrats nhs Osborne
pensioners Pension reform pension tax
Personal tax allowance Polltlcs Scottish
National Party Spending review Steve Webb

tax taxree eamings allowance triple lock UK
UKIP Vince Cable

March 16, 2016
Moaning or
singing?
Personal tax
allowance
increased to
£11,500

March 16, 2016
Comment:
Has Oshorne
pulled it off?
Smoke and
mirrors
postpone
Budget

Autumn Statement 15
Budget March 2015
Economics

Finance

News

Politics

Previous Budgets



http://www.citybudgetreport.com/little-help-ailing-nhs/
http://www.citybudgetreport.com/osborne-chancellor-running-options/
http://www.citybudgetreport.com/parties-austerity-plans-room-pre-election-giveaway/
http://www.citybudgetreport.com/little-help-ailing-nhs/
http://www.citybudgetreport.com/osborne-chancellor-running-options/
http://www.citybudgetreport.com/parties-austerity-plans-room-pre-election-giveaway/
http://www.citybudgetreport.com/author/takahirohasegawa/
http://www.citybudgetreport.com/2016-budgets-expected-unexpected-contractionary-measures/
http://www.citybudgetreport.com/private-financing-infrastructure-driverless-case/
https://www.facebook.com/citybudget/
https://www.facebook.com/citybudget/
https://www.facebook.com/citybudget/
https://www.facebook.com/citybudget/
http://www.citybudgetreport.com/tag/budget/
http://www.citybudgetreport.com/tag/budget-2016/
http://www.citybudgetreport.com/tag/budget-deficit/
http://www.citybudgetreport.com/tag/budget-statement/
http://www.citybudgetreport.com/tag/business/
http://www.citybudgetreport.com/tag/chancellor/
http://www.citybudgetreport.com/tag/coalition-government/
http://www.citybudgetreport.com/tag/conservative/
http://www.citybudgetreport.com/tag/council-tax-benefit/
http://www.citybudgetreport.com/tag/david-cameron/
http://www.citybudgetreport.com/tag/economics/
http://www.citybudgetreport.com/tag/economy/
http://www.citybudgetreport.com/tag/ed-miliband/
http://www.citybudgetreport.com/tag/entrepreneurs-tax-relief/
http://www.citybudgetreport.com/tag/feature/
http://www.citybudgetreport.com/tag/featured/
http://www.citybudgetreport.com/tag/george-osborne/
http://www.citybudgetreport.com/tag/google/
http://www.citybudgetreport.com/tag/google-tax/
http://www.citybudgetreport.com/tag/greens/
http://www.citybudgetreport.com/tag/housing/
http://www.citybudgetreport.com/tag/housing-benefit-cap/
http://www.citybudgetreport.com/tag/ifs/
http://www.citybudgetreport.com/tag/income/
http://www.citybudgetreport.com/tag/income-inequality/
http://www.citybudgetreport.com/tag/inequalities/
http://www.citybudgetreport.com/tag/investment-tax-breaks/
http://www.citybudgetreport.com/tag/labour/
http://www.citybudgetreport.com/tag/liberal-democrats/
http://www.citybudgetreport.com/tag/nhs/
http://www.citybudgetreport.com/tag/osborne/
http://www.citybudgetreport.com/tag/pensioners/
http://www.citybudgetreport.com/tag/pension-reform/
http://www.citybudgetreport.com/tag/pension-tax/
http://www.citybudgetreport.com/tag/personal-tax-allowance/
http://www.citybudgetreport.com/tag/politics/
http://www.citybudgetreport.com/tag/scottish-national-party/
http://www.citybudgetreport.com/tag/spending-review/
http://www.citybudgetreport.com/tag/steve-webb/
http://www.citybudgetreport.com/tag/tax/
http://www.citybudgetreport.com/tag/tax-free-earnings-allowance/
http://www.citybudgetreport.com/tag/triple-lock/
http://www.citybudgetreport.com/tag/uk/
http://www.citybudgetreport.com/tag/ukip/
http://www.citybudgetreport.com/tag/vince-cable/
http://www.citybudgetreport.com/moaning-singing-personal-tax-allowance-increased-11500/
http://www.citybudgetreport.com/osborne-pulled-off/
http://www.citybudgetreport.com/moaning-singing-personal-tax-allowance-increased-11500/
http://www.citybudgetreport.com/osborne-pulled-off/
http://www.citybudgetreport.com/category/previous-budgets/autumn-statement-15/
http://www.citybudgetreport.com/category/previous-budgets/budget-march-2015/
http://www.citybudgetreport.com/category/economics/
http://www.citybudgetreport.com/category/finance/
http://www.citybudgetreport.com/category/news/
http://www.citybudgetreport.com/category/politics/
http://www.citybudgetreport.com/category/previous-budgets/

Tweets by @CityNewsBudget

; City News
@CityNewsBudget

| posted a new video to Facebook
fb.me/2xXSEO3S6

City News Retweeted

‘l The Guardian
® " @guardian

lain Duncan Smith resignation:
Downing Street scrambles to limit the
damage — live trib.al/Kvin3ZB

lain Duncan Smit...

Embed View on Twitter

crunch

March 16, 2016

Budget 2016:
Word cloud

March 16, 2016
COMMENT:
How long can
jobs be
spared the
march of
technology?

Search...

All rights reserved. Designed by Withemes



https://twitter.com/settings/widgets/new/user?user_id=2215586196
https://twitter.com/CityNewsBudget
https://twitter.com/CityNewsBudget
https://twitter.com/CityNewsBudget/status/783540927856074753
https://twitter.com/intent/like?tweet_id=783540927856074753
https://t.co/bAcN8T8x2L
https://t.co/U3EoBJOMKa
https://twitter.com/CityNewsBudget
http://www.citybudgetreport.com/brexit-looms-osbornes-budget/#
https://twitter.com/guardian
https://t.co/U3EoBJOMKa
http://www.citybudgetreport.com/osborne-pulled-off/
http://www.citybudgetreport.com/budget-2016-words-george-use/
http://www.citybudgetreport.com/comment-long-can-jobs-spared-march-technology/
http://www.citybudgetreport.com/budget-2016-words-george-use/
http://www.citybudgetreport.com/comment-long-can-jobs-spared-march-technology/
https://www.facebook.com/citybudget/
https://twitter.com/CityNewsBudget
http://themeforest.net/user/withemes/portfolio?ref=withemes

