
Friday 7 January 2022 ★ FINANCIAL TIMES 3

Commons leader 
Jacob Rees-Mogg

ment. The news division has already 
had to implement budget cuts as the 
BBC seeks to generate almost £1bn in 
overall savings by this year.

Internal candidates for the position 
had included Jonathan Munro, deputy 
director of news. Regarded at the BBC as 
an effective operator, he nevertheless 
had been criticised over the corpora-
tion’s decision to broadcast footage of 
Sir Cliff Richard’s property during a 
police search.

“Clearly the internal candidates were 
carrying baggage,” said Matt Walsh, a 
former editor at ITV News and head of 
Cardiff University’s journalism school. 
“There is no question that Deborah was 
the most impressive candidate.”

BBC director-general Tim Davie said: 
“Deborah brings a wealth of experience, 
insight, first-class editorial judgment, 
and a strong track record of delivery.”

CHRIS GILES — ECONOMICS EDITOR

Households in Britain will be hit by a 
cost of living jump in April larger than 
any time since the 2008-09 financial 
crisis, and possibly the worst for a gener-
ation, according to experts in household 
finances.

A combination of extreme rises in 
household gas and electricity bills, 
likely to be more than 50 per cent in 
April, large national insurance and 
income tax rises, and the highest rate of 
general price increases for a decade will 
put serious strains on family budgets, 
with the poorest households hit hardest.

Martin Lewis, founder of Money Sav-
ing Expert, a consumer advice website, 
said the coming gas and electricity price 
rises were “a nightmare that’ll throw 
millions into fuel poverty”.

Paul Johnson, director of the Institute 
for Fiscal Studies, said there “will be a 
larger shock for households on average 
earnings than anything at least since the 
financial crisis and possibly for a long 
time before that”. 

Coming just weeks before the May 
local elections, the looming income hit 
is causing severe political difficulty for 
Boris Johnson’s government, with Jacob 
Rees-Mogg, leader of the House of Com-
mons, this week pressing the prime 
minister to scrap the £12bn planned rise 
in national insurance bills. 

But scrapping the rise would only mit-
igate, not eliminate, the sharp squeeze 
in household incomes, which has three 
elements.

Energy price rises 
Households have so far been protected 
from the spike in wholesale energy 
prices by the government cap on bills, 
but this will be lifted in April. 

Calculations from Investec suggest 
the cap will rise by 56 per cent in April, 
pushing the typical energy bill from 
£1,277 to just shy of £2,000 per year. 

This has the largest effect on poorer 
families because they spend a larger 
proportion of their income on essen-
tials. Figures from the Office for 
National Statistics show that 7.1 per cent 
of spending among the poorest tenth of 
households goes on electricity and gas 
compared with 3.9 per cent for the rich-
est tenth of households. 

The looming price rises have a huge 
effect on discretionary spending power, 
after households have paid their rent or 
mortgages, food bills and utilities such 
as water bills. FT calculations show the 
rise would reduce family discretionary 
spending by nearly 7 per cent for the 
poorest households, nearly 4 per cent 
for people in the middle of the income 
scale and 2 per cent for the richest. 

These sorts of income hits have not 
been seen in the UK at any time in 
recent years, leading to what 
Torsten Bell at the Resolution 
Foundation think-tank has called 
“an overnight cost of living catas-
trophe”.

Tax increases
Price rises will be com-
pounded by two personal 
tax increases planned to 
hit households at the 
same time in April. 

First, the rate of 
employee national 
insurance will rise 
by 1.25 percentage 
points. Employers 
are unlikely to com-
pensate their staff for 
this extra tax, and 

NatWest and Barclays are in talks with 
regulators to provide loans that would 
allow energy suppliers to spread the 
costs of taking on the customers of 
failed rivals, and thereby partially 
mitigate an impending big spike in 
households’ gas and electricity bills.

So far 26 energy suppliers have 
collapsed in the past five months due 
to soaring wholesale gas and prices — 
part of a wider “cost of living crisis” that 
poses a major challenge for Prime 

Minister Boris Johnson.
Analysts estimate millions of 

households’ annual energy bills 
could rise by more than £700 
after a price cap is adjusted 

upwards in April by industry 
regulator Ofgem to reflect the 

higher wholesale prices, but 
the loans proposal by the 
watchdog might provide 
consumers with savings of 
about £70. 

Ofgem in December 
proposed a third party 
financing scheme for 
energy suppliers taking on 
customers of failed rivals.

Under Ofgem’s proposal, 
bank finance would allow 
energy companies to 
spread the expense of 
absorbing new customers 

over an extended period of time rather 
than have those costs fall on to 
consumer bills this year.

Companies that have rescued the 
customers of failed suppliers are 
entitled to recoup their costs through 
an industry levy overseen by Ofgem, 
which goes on consumers’ bills.

While NatWest and Barclays are 
known to be in discussions with Ofgem, 
the regulator is also talking to other 
lenders about potentially taking part. 
Both banks declined to comment.

Separate talks are taking place 
between the Treasury, the business 
department and energy executives on 
ways to protect households from a rise 
in bills that Investec analysts say 
amounts to £18bn on a combined basis 
in 2022. Options include a cut in value 
added tax on energy bills, or an 
increase in the warm homes discount 
for low-income households.

Meanwhile, Johnson and Chancellor 
Rishi Sunak yesterday joined forces to 
quash calls by a senior minister to scrap 
a planned £12bn national insurance rise 
in April, which is intended to fund the 
NHS and social care.

Jacob Rees-Mogg, leader of the 
House of Commons, told Johnson’s 
cabinet on Wednesday the rise should 
be aborted, saying it could not be 
justified at a time of surging inflation 
and soaring energy bills.

The planned increase in national 
insurance, coupled with a freeze to 
income tax thresholds, will cost a 
typical household £600 a year.

But Downing Street said there were 
“no plans” to delay the increase.

Sunak said money to support the 
NHS and social care could not be 
funded by higher public borrowing. “It’s 
always easy to duck difficult decisions 
but I don’t think that’s the right thing to 
do,” he added.

Senior Conservatives believe 
Johnson may be plotting a cabinet 
reshuffle in the coming weeks to 
address some of the weaknesses in his 
top team, which may include moving 
Rees-Mogg. But the intervention by 
Rees-Mogg, a leading Conservative 
Brexiter, reflects growing Tory angst at 
the cost of living crisis. 

Although Brexit would allow the 
government to charge a zero VAT rate 
on energy bills, Johnson said this week 
it would be a “blunt instrument” 
benefiting better-off households too.

To Tory MPs’ frustration, Labour is 
now posing as a champion of lower 
taxes. Sir Keir Starmer, Labour leader, 
says raising national insurance, charged 
on employees and employers, is not the 
fairest way to secure funds. Sunak is 
under pressure to ease the cost of 
living crunch across a range of fronts, 
with some Conservative MPs calling on 
him to remove “green levies” from 
energy bills, claiming that would save 
the average household £200 a year. 
Reporting by Jim Pickard, George 
Parker, Stephen Morris, Siddharth 
Venkataramakrishnan in London and 
Nathalie Thomas in Edinburgh 
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Spreading the load
Banks in talks to offer 
loans to energy suppliers

Families predicted to face biggest cost 
of living crunch since financial crisis 
Households to be hit by higher energy bills, national insurance and tax rises, plus inflation

VALENTINA ROMEI

Business confidence took a sharp hit as 
Omicron spread rapidly at the end of 
last year, according to a study by the 
Bank of England.

Sales in the first three months of 2022 
are expected to be 7.4 per cent lower 
than predicted due to the impact of the 
new coronavirus variant, the central 
bank’s survey of nearly 3,000 chief 
financial officers found.

Companies also expected the surge in 
infections to lead to a cut in investment 
of 10 per cent, while their plans for 
recruitment are likely to fall 4.4 per cent 
short, according to the BoE’s monthly 
decision maker panel survey.

The responses showed a marked dete-
rioration across all measures tracked by 
the survey, with drops of up to 8 per-
centage points in expectations com-
pared with November.  

The survey, which was conducted 
between December 3 and 17, also found 
63 per cent of businesses reporting it to 
be “much harder” than normal to 
recruit employees, with a further 23 per 
cent finding it “a little harder” to find 
staff.

A similar pessimistic view was evi-
dent for the final quarter of 2021, sup-
porting mounting evidence that the UK 
economy took a significant hit in 
December from the surge in Covid-19 
cases due to staff absences and a fall in 
consumption.

Gabriella Dickens, economist at Pan-
theon Macroeconomics, said the availa-
ble data suggested “the emergence of 
the Omicron variant [had] weighed on 
consumer services expenditure over 
recent weeks”. 

She expected a 0.6 per cent drop in 
gross domestic product in December 
and a further 0.3 per cent fall in January.

The BoE survey found that the hospi-
tality and transport sectors were the 
most affected with both reporting an 11 
per cent hit to sales expectations in the 
first quarter of this year because of 
Covid. The transport sector also 
reported a 35 per cent hit to its invest-
ment expectations over the same 
period. 

Businesses reporting recruitment dif-
ficulties last month also experienced 
higher rates of staff absences, 
 potentially adding to labour supply 
pressures. 

The share of workers who were 
 unable to work due to factors including 
sickness, self-isolation and childcare 
rose in December to 4 per cent, the 
 highest level since the start of the 
pandemic.

The results chime with the final read-
ing yesterday of the IHS Markit/Cips 
services purchasing manager survey, 
which fell to 53.6 in December — from 
58.5 the previous month — to its lowest 
level since February.

Tim Moore, economics director at 
IHS Markit, said the survey indicated “a 
severe loss of momentum for the UK 
economy . . . as many customer-facing 
businesses experienced a drop in 
demand due to escalating Covid-19 
cases”.

The IHS survey similarly found trans-
port and hospitality businesses were 
badly hit, as they overwhelmingly cited 
a sharp drop in activity due to tighter 
pandemic restrictions and cancelled 
events in the run-up to Christmas. 

Amy Baker, hairdresser and owner of 
a beauty centre in Wisbech, Cambridge-
shire, said that “cancellations at the last 
minute, or no-shows, were rife during 
December”. 

She added: “The moment Omicron 
struck, people stopped going out and
so didn’t need to get a haircut or
makeover.” 

Bank of England survey

Omicron deals 
heavy blow 
to business 
confidence 
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Energy price rises will hit poor family
budgets very hard
Drop in money available for discretionary spending* (%)

Sources: ONS, FT calculations; Resolution Foundation
* Defined as spending outside net housing costs, food and utility bills 

-7

-6

-5

-4

-3

-2

-1

0

1 2 3 4 5 6 7 8 9 10
Poorest RichestIncome deciles

Absolute annual change in disposable income,
2022-23 (£)

The national insurance rate rise will hit
incomes hard from April

Real wages look set to fall for most of 2022

-3,000

-2,000

-1,000

0

1st 5th 10th 15th 20th

Poorest RichestNet equivalised income
vingtile, after housing costs

Personal NI rate rise
2022 IT threshold freeze

Annual growth in average weekly earnings (regular
pay) and CPI inflation, projections using
government/Bank of England forecasts (%)

-2

0

2

4

6

222021 23 24

CPI inflation

Real earnings growth

Nominal earnings
growth

might well limit pay rises because they 
will face their own 1.25 percentage point 
hike at the same time. 

The tax rises are expected to raise 
£12.7bn next year, an average hit of a lit-
tle more than £400 for each of the UK’s 
29.4m employees. 

On top of the national insurance rises, 
all income tax thresholds and allow-
ances are to be frozen, increasing the tax 
charged when income rises. The Treas-
ury estimated at the time of the March 
Budget that the threshold freeze will 
bring in at least £1.6bn in 2022-23. 

In total, these tax increases will hit 
higher income households harder, as a 
greater proportion of them are in work. 

Cost of living already climbing 
Prices are already rising faster than at 
any time in the past decade. Consumer 
price inflation stood at 5.1 per cent in 
November and economists at Goldman 
Sachs expect prices to be 6.8 per cent 
higher in April than a year earlier, even 
if the government offsets the jump in gas 
and electricity bills. 

This rise in prices is considerably 
higher than the increase in average 
earnings, pensions or the minimum 
wage, which is scheduled to go up by 6.6 
per cent in April. 

Even before it became clear that 
prices were likely to rise much faster 
than wages, the Office for Budget 
Responsibility, the spending watchdog, 
was forecasting a squeeze in real 
incomes this year. The Resolution Foun-
dation expects the income squeeze to 
last throughout 2022 with little prospect 
of relief in 2023.

Market forces: family 
food budgets are 
under pressure
Hollie Adams/AFP/Getty

Kevin Courtney, general secretary of 
the National Education Union, said 
Zahawi was “bowing before the inevita-
ble” in suggesting that some learning 
could move online. 

While the education department had 
purchased up to 8,000 air filtration 
units for classrooms, for example, this 
fell short of what was needed for nearly 
25,000 schools in England, he said. 

Whiteman called on the government 
to offer “unflinching support” to school 
leaders who would have to “make diffi-
cult decisions whilst faced with conflict-
ing priorities” and scarce resources. 

According to the NAHT survey, less 
than 7 per cent of schools said they had 
combined classes or year groups in 
response to shortages, and 4 per cent 
had to send classes or year groups home. 
Almost one in 10 had more than 20 per 
cent of their teaching staff absent. 

BETHAN STATON 

More than a third of schools had at least 
10 per cent of staff absent on the first 
day of term this week, as headteachers 
in England warned they were “teeter-
ing on the edge” as a result of staff 
shortages related to Covid-19.

According to a survey released today by 
the National Association of Head Teach-
ers, 37 per cent of schools said they were 
unable to source enough supply teach-
ers to cover absences, leaving other 
members of staff overstretched and 
forcing some schools to send year 
groups home or close completely.

“Many schools are teetering on the 
edge and the next few weeks at least will 
undoubtedly continue to be an incredi-
bly challenging time,” said Paul White-
man, the general secretary of NAHT. 

“Infection rates, and therefore 

absence due to illness, could very likely 
rise as the term progresses.”

Nadhim Zahawi, education minister, 
has said schools should do “everything 
in [their] power” to ensure face-to-face 
teaching goes ahead, and on Wednesday 
gave parliament his “assurance” that 
GCSE and A-level exams would take 
place as planned this summer. 

But he also acknowledged in-person 
learning would be “impossible” in some 
cases and encouraged schools to adopt 
“flexible” approaches such as combin-
ing classes or moving some online in 
order to keep learning going. The gov-
ernment has also issued a call for former 
teachers to sign up with supply agencies 
to help cover shortages. 

Unions welcomed more flexibility, 
but argued the government should do 
more to stop the spread of coronavirus 
in the classroom. 

Covid-19

Schools ‘teetering on edge’ over absences
ALISTAIR GRAY

The BBC has picked the head of rival 
ITN to run its news division, bringing 
more commercial experience to the 
publicly owned broadcaster as it faces 
further cuts to its budget.

Deborah Turness is leaving ITN after 
less than a year in the job and taking a 
pay cut to take charge of BBC News and 
Current Affairs, among the most influ-
ential jobs in journalism.

A former president of America’s NBC 
News, she will assume the new, com-
mercially orientated title of chief execu-
tive officer — in contrast to the outgoing 
director Fran Unsworth, a BBC lifer who 
leaves at the end of this month. 

The BBC has opted for an external 
candidate at a sensitive time for the 
broadcaster, which has faced periodic 
questions about its impartiality as well 

as intensifying pressure on funding. 
Short-term priorities for the news 

division, which has 6,000 staff, include 
finding replacements for political editor 
Laura Kuenssberg and presenter 
Andrew Marr.

In the £400,000-a-year position, Tur-
ness is also likely to need to identify fur-
ther cost savings. The corporation is 
braced for a below-inflation increase in 
the licence fee that funds it.

Talks are dragging on between the 
corporation and the UK government 
over the next six-year financial settle-

Media

BBC appoints ITN head to lead news division

Deborah Turness 
will assume the 
commercially 
orientated title of 
chief executive 
officer at the BBC


