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2006 Budget – Impact on the Medical Technology Sector

Key Point Briefing from the ABHI

The chancellor Gordon Brown announced his tenth annual Budget this afternoon.  As expected it was more of a “tinkering” Budget than full of radical reforms with no major policy changes or tax hikes.  However the Chancellor did use the Budget as an opportunity to reinforce his status with the new Conservative leader David Cameron.

Public sector reforms to note include public sector pay restraint and private financing initiatives. In a proposal published alongside the budget Brown discusses his proposals for a £26 billion expansion of PFI in various public sector projects.  Also important to industry is a focus on measures designed to boost Britain's international competitiveness in the face of “globalisation”.

The pre-budget speech featured science and medical research funding prominently and the importance of cutting edge technology to Britain’s place in a global knowledge economy and for attracting international business investment.

Key announcements regarding:

· Public sector reform
· UK economic productivity
· Science and Innovation agenda
· Promoting international trade and foreign investment

Public sector reform

A second Comprehensive Spending Review (CSR) is to be conducted in 2007, establishing a basis for spending decisions through 2011.   The Budget promises the 2007 CSR will take a long term planning approach with plans to initiate a public debate on future spending priorities.  In preparation for the CSR, activities over the next year include:

· Focused value-for-money assessments including further development of the efficiency areas developed in the Gershon Review (the Treasury review of public sector efficiency).  This includes extension of current work on collaboration in public procurement.

· Consideration of the impact of demographic changes and the needs of an aging population in future public spending.

· Inclusion of methods to promote “innovation and technology diffusion”.

UK economic productivity

UK productivity growth is highlighted in the context of Britian’s role in the globalised economy.  Steps to boost the productivity of the UK economy set out in the Budget include:

· Advancing the Science and Innovation Investment Framework with the creation of a single health research fund with a budget of at least £1 billion/year.  This will be accomplished through joint government department budgets (discussed below) and aims to expand R&D support to mid sized companies.

· Reduce the administrative and tax burdens on businesses and enhance foreign investment with organisational changes to UK Trade & Industry (organisational changes discussed below).

· Creating competition in public procurement by continuing the Government’s agenda including simple procurement regulations, framework agreements and the use of e-auctions.  The Budget boasts huge savings in public spending and increases in procurement from SMEs since 2005 as a result of these programmes.

· Support for small businesses with the R&D tax credit system as recommended by the Cox Review.

Science and innovation agenda

In an effort to further the objectives of previous increases in funding for science and innovation the Budget outlines plans to stimulate science and business innovation with the use of public funds.  Relevant plans include:

· “Ring fence” the DH R&D budget with the budgets of for health and trade and industry to create a single, dedicated health research fund.

· Develop youth interest and skills in innovative science and technology by including science in the School Accountability Framework.

· Extend the R&D tax credit from current level of applicability to firms with under 250 employees to firms with up to 500 employees.

Promoting international trade and foreign investment

As a key contributor to domestic business productivity, global investment is highlighted in the Budget.  New proposals to market the UK as a competitive centre for global investment include:

· International marketing of the UK science base to attract business and R&D foreign investment with a new role for UK T&I.

· Publication of a 5 year strategy for marketing the strengths of the UK economy internationally with a focus on innovative and R&D intensive sectors, driven by UK T&I.

· Further changes to UK T&I include allocation of resources to increase trade with emerging markets (especially China and India) and the implementation of an international R&D programme with £9 million in funding.  Organisational strategy changes include “deploying a new cadre of technology specialists with expertise in key technology sectors”.

Other announcements

· Coming off the heals of the recent DH White Paper on healthcare in the community, the Budget outlines plans for improving opportunities for disabled people.  This includes the creation of a Task Force for Independent Living to advise Government on meeting the objectives of their 20-year strategy for supporting disabled people in four key areas. 

· Tax reforms include a reduction in the rate of VAT on contraceptive products to 5 per cent.

The full Budget can be found on the Treasury website at www.hm-treasury.gov.uk/budget/budget_06/bud_bud06_index.cfm .

