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What is the Health and Social Care Levy? 
In September 2021, the Government announced a new Health and Social Care Levy to fund increases in spending on 
the National Health Service (NHS) and to support reforms to the provision and funding of social care. The Government 
has estimated that the Levy will raise £12 billion per year from the 2022/23 financial year.  

The Levy will be introduced in two stages: firstly, in 2022/23, workers will face a temporary 1.25 percentage point 
increase to both the main and additional rates of National Insurance contributions (NICs). This will affect Class 1 NICs 
for employees earning more than £184 a week and under State Pension age, Class 1A or 1B NICs for employers charged 
on their employees’ expenses or benefits, and the rate of Class 4 NICs for self-employed people earning profits of 
£9,569 or more a year and charged on their trading profits. 

Following this, in April 2023, this temporary increase in NICs will be replaced by the Health and Social Care Levy, which 
will also be set at 1.25 percentage points. The Levy will be extended to all working adults, including those over the 
state pension age, and underlying NICs rates will return to their previous levels. The Levy will appear separately on 
payslips. 

What does the Health and Social Care Levy mean for my 
business? 
According to the Government’s own predictions, over 1.6 million employers will be ‘significantly impacted’ by the 
change as a result of the increase in Class 1 Employers NICs. Employers will have to manage the administrative burden 
on their businesses, including familiarising themselves with the change and updating payroll systems. 

It has been estimated that 640,000 businesses across the UK – 40% of employers – will not have to pay the Levy due 
to being eligible for the Employment Allowance1. 665,000 businesses will face an average increase of £450 per year, 
whilst 320,000 businesses will experience an even larger increase2. 

The Treasury has suggested that businesses ‘may choose to adjust wages, prices, or profits’3 to mitigate the impact of 
increasing NICs, meaning that the impacts of the Levy may be felt by business owners and shareholders via reduced 
profits, via lower wages for staff members, or through increased prices for customers. Those who traditionally 
withdraw the profits from their business via dividends are likely to be one of the most affected by the Levy, as well as 
those who are self-employed, many of whom struggled to secure Self Employed Income Support Scheme grants during 
the pandemic. 

Prior to the incoming increases, employers should prepare for the new measures by assessing the likely implications 
on their business, employees, and contingent labour. It is not yet clear how the Levy will interact with salary sacrifice 
schemes, though businesses may decide that this is a more tax efficient way to make pension contributions which will 
save both them and their employees money.  

For further information on what the increase means for those who are self-employed, self-employed and employed, 
and directors, landlords and share fishermen, please visit the Government’s website. 

What is the Greater Birmingham Chambers of Commerce’s 
position on the Health and Social Care Levy? 
The announcement of a new Health and Social Care Levy comes at a critical point for businesses in their post-pandemic 
recovery. After two incredibly challenging years in which Covid-19 restrictions and post-Brexit headwinds have 
severely hampered trading, it is likely that these measures will place greater pressures on local businesses. Whilst 

1 CBP-9310.pdf (parliament.uk) 
2 CBP-9310.pdf (parliament.uk) 
3 CBP-9310.pdf (parliament.uk) 

https://www.gov.uk/government/publications/health-and-social-care-levy/health-and-social-care-levy
https://www.gov.uk/national-insurance/how-much-you-pay
https://researchbriefings.files.parliament.uk/documents/CBP-9310/CBP-9310.pdf
https://researchbriefings.files.parliament.uk/documents/CBP-9310/CBP-9310.pdf
https://researchbriefings.files.parliament.uk/documents/CBP-9310/CBP-9310.pdf


ultimately securing funding for the NHS is needed, the Levy – coupled with proposed Corporation Tax increases – will 
further impact local businesses moving forward.  

The Levy will certainly increase cost pressures on businesses: according to GBCC’s Q3 Quarterly Business Report, 41% 
of businesses are already expecting their prices to increase due to rising costs of raw materials, finance costs, and pay 
settlements. Growing cost pressures will no doubt worry those hoping to use this time to recover and grow, with much 
needed cash being taken away from investment in staff and technology. 

With the disposable income of workers reduced, combined with inflation forecast to hit its highest rate in a decade, 
there is fear that consumer spending power will be negatively impacted. This will unquestionably be the case if 
businesses are passing on costs to employees or customers – a concerning prospect given that consumer spending is 
an integral part of the country’s plans for post-pandemic economic recovery. 

Businesses that would typically experience the benefits of consumer spending will also lose out, with their ability to 
recover and grow significantly affected by reduced profits. For so many of these businesses, their operations were 
severely curtailed during the course of the pandemic and thus it is unfortunate that they will continue to suffer from 
the increased expense of the Levy as they look to rebuild themselves in the coming years.  

The ‘one size fits all’ approach pursued by the Government in relation to the Levy fails to take into account that smaller 
and struggling businesses – particularly those in non-essential retail and hospitality sectors – will be much harder hit 
by any decrease in potential cash than those in sectors that have not felt the strain of the pandemic as acutely, such 
as the technology sector. 

Whilst ensuring that the NHS and social care sector are receiving the necessary funding is a national priority, the Levy 
can and should not be implemented at the expense of businesses. The Government should instead be looking to create 
a positive economic environment which encourages businesses to create jobs, grow themselves, and deliver tax 
revenue in a sustainable way.  

Further Support 
For more detailed information about the support available for your business, please refer to our Covid-19 Support 
Grid, which sets out the various support mechanisms that businesses can still access as we emerge from the pandemic. 

Subscribe to our daily e-news to get the latest updates on policy decisions taken by the Government and what they 
mean for Birmingham businesses.  

https://www.greaterbirminghamchambers.com/media/893750/qbr-q3-2021.pdf
https://www.greaterbirminghamchambers.com/media/894455/v74-government-support-for-businesses-coronavirus-covid-19-national-and-local-restrictions.pdf
https://www.greaterbirminghamchambers.com/media/894455/v74-government-support-for-businesses-coronavirus-covid-19-national-and-local-restrictions.pdf
https://www.greaterbirminghamchambers.com/latest-news/subscribe-to-our-newsletter/


 For more information contact:  
 

Erin Henwood 
Policy Advisor 

Greater Birmingham Chambers of Commerce 
 E.Henwood@Birmingham-Chamber.com  

About the Greater Birmingham Chambers of Commerce 

We have been in business, for business since 1813. Today’s GBCC 
exists to connect, support and grow local businesses. We offer an 
array of services and initiatives to businesses across six 
geographical regions and four themed divisions. From our wide 
range of events, international trade services, policy and 
marketing campaigns, to networking opportunities and media 
exposure, the Chamber has something for business of all sizes 
and from all sectors. 
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