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The Institute of Directors said today's Comprehensive Spending Review, for financial years 2003/04 to 2005/06, contained huge increases in public expenditure, which took risks with the economy and the fiscal balances and yet may still not deliver the goods.

The IoD made the following specific points:

· The huge increases in public spending, from £418bn for the current financial year to £511bn for 2005/06 (an average annual increase of 4.3% in real terms) were to be financed by significantly higher taxes, as announced in the April Budget. Much of the extra revenue was due to come from the business sector which was already experiencing competitiveness-damaging increased taxes and regulations, as well as having to cope with uncertain global economic conditions.

· Even though the tax increases announced in the Budget were very considerable, there were risks that taxes will have to increase even further if the fiscal rules are to be met. This is especially likely if the economy undershoots the Chancellor's forecasts (as looks likely for this year) and for the two years beyond the current Comprehensive Spending Review for which hefty increases in public spending on healthcare have been planned.

· There is absolutely no guarantee that the large increases in expenditure, especially for health and education for which improvements are urgently needed, will deliver the goods, without radical reforms. The increases in health spending over the past 2-3 years have not, for example, translated into significantly higher outcomes, if higher outcomes at all.
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Ruth Lea, Head of the Policy Unit at the IoD, said:

"There were few surprises in today's Comprehensive Spending Review. April's watershed 'tax 'n' spend' Budget had already announced huge public spending increases that are largely to be funded by higher taxes on the business sector. Now whilst we recognise the need for better public services, we are deeply sceptical that the requisite improvement in public sector services will be achieved whilst the providers are so restricted by government diktat and 'consumers' have so little choice. This applies, in particular, to health and education.

"In addition, there are risks that the private sector will be crowded out by the burgeoning public sector and higher business taxes will undermine business's competitiveness. The Chancellor in his zeal to tax 'n' spend must be careful not to kill off the goose that lays the golden egg."
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Notes to Editors

The Institute of Directors is a non-political organisation with 55,000 members 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. 

