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The Institute of Directors said today that the Chancellor should not introduce any new taxes; resist extending those already in place; and aim to simplify the tax system, which is over-complicated and very difficult to understand. 

Concerning tax simplification the IoD specifically said:

· the Chancellor should resist introducing any more (“targeted”) personal tax reliefs. If he wishes to reduce income taxes a better route is to reduce the basic rate with the ultimate aim of a 20% basic rate;

· the Working Families Tax Credit is a payroll nightmare for smaller businesses. The Chancellor should drop the proposed Employment Tax Credit (due 2003), which can only result in involving more businesses in these burdensome payroll exercises; 

· there should be no new administrative burdens on business; 

· the Tax Law Re-Write Project is valuable in making tax law more comprehensible, but urgently needed policy changes are essential to simplify the tax system;

· Stamp duty on shares and inheritance tax should be abolished when affordable. 

On other tax issues the IoD commented that:

· the Government should liberalise the rule that a pension fund must be used to buy an annuity;

· the changes to the double taxation relief announced in the Pre-Budget Report are welcome but do not go far enough;

· the regime for instalment payments of corporation tax remains very unsatisfactory.     
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Concerning the overall fiscal stance, the IoD is urging the Chancellor to aim for fiscal neutrality, remain fiscally prudent (especially in the light of the proposed large increases in public spending) and take no chances with the economy. A generous tax give-away can only mean higher than otherwise interest rates. 

But the IoD also warns that the tax/GDP ratio has increased significantly since 1997 and, with the risk that higher public spending crowds out private investment, the Chancellor should consider a long-term strategy for reversing the rise in the tax/GDP ratio. The IoD says a Third Rule (in addition to the Golden Rule and the Sustainable Investment Rule), a commitment to reducing the tax burden as a share of GDP, should be introduced. Such a Rule would, of course, have profound implications for spending – especially on education and health. The IoD is pressing for incentivising more private spending on both education and health (along with depoliticising and improving the management of both services). 

The IoD also recommends that consideration should be given to setting up a new independent audit body, a “Fiscal Foundation”, which would have the responsibility of presenting fiscal information in a transparent manner. Some of the recent changes to the Treasury’s presentations of fiscal information have proved confusing.

Ruth Lea, Head of the Policy Unit, said:

"The tax system is now just about incomprehensible to all but the most dedicated tax experts and the regulatory burden is strangling business – especially small business. There is a desperate need for a simpler tax system – with fewer taxes and less red tape. In particular, we urge the Chancellor to drop the proposed Employment Tax Credit. Stamp duty on shares and inheritance tax should be abolished when affordable.

“We also urge the Chancellor to remain fiscally prudent – especially given the large increases in public spending in the pipeline. Any tax give-aways would only result in higher interest rates. But we are concerned about the significant increase in the tax/GDP ratio since 1997 and would like to see a strategy for reversing the rise. People need to be incentivised to spend more of their own money on education and health and the way in which these public services are managed needs a thorough overhaul."
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A copy of the full Budget representation paper can be obtained from the Press Office on the number below.
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Contact points:

Ruth Lea, Head of the Policy Unit, office tel: 020 7451 3291; home tel: 020 8346 3482 

  pager number: 07626 241749

Richard Baron, Deputy Head of the Policy Unit, tel: 020 7451 3212 

 pager: 07669 101473; home: 020 7833 0420 

Graeme Leach, Chief Economist, tel: 020 7451 3366

Steve Reardon, Director of Communications, tel: 020 7451 3263

mobile and out of hours: 07881 626330

Richard Taylor, Press Officer, tel: 020 7451 3264

 mobile and out of hours: 0421 734886

Notes to Editors:

The Institute of Directors is a non-political organisation with some 70,000 members world-wide, 54,000 in the UK, whose aim is to help directors to fulfil their leadership responsibilities in creating wealth for the benefit of business and society as a whole. To this end the IoD provides an effective voice to represent the interests of its members to government and opinion-formers, and to bring the experience of business leaders to bear on the conduct of public affairs.
