
TAX POLICY: INNOVATION IN TAXES 

The UK has a well-developed tax system; however, it is possible to suggest some innovations 

while addressing popular concerns such as the demand for fair, progressive taxation. 

 

National Insurance Contributions (NICs) 

 

Labour should increase the rate of employer’s NICs to fund a reduction in the rate of VAT 

(immediately to 17.5%, eventually to 15%).   Labour should remove the upper earnings limit 

for employees class 1 NICs which only benefits higher earners.  This could be done in stages 

over several years. 

 

Labour must retain NICs separate from income tax and refute the claim that it would be 

simpler to merge NICs with income tax, which is a political trap designed by those seeking to 

undermine the welfare state.  It would be horrendously complicated to merge NICs with 

income tax although, possibly, the various classes of NICs could be simplified.  Most 

jurisdictions with a welfare state have a tax equivalent to NICs. 

 

Generally increasing NICs is the best method for Labour to fund any extension in social care 

provision. 

 

Financial Transactions Tax (FTT) 

 

Labour should commit Britain to joining the group of 11 EU members preparing to introduce 

a new FTT.  Labour should also work with others to develop an international FTT. 

 

Such a tax is designed to discourage speculative trading and will also raise revenue from 

elements of the financial services sector where transactions are relatively under-taxed.   

 

Single use bag levy 

 

The “plastic bag tax” has been particularly successful in Wales and is being introduced in 

Scotland and Northern Ireland.  Labour should propose to introduce this as one nationwide 

environmental tax, rather than as a regional charitable donation.  Labour should also 

consider a two tier levy to differentiate between paper or other bio-degradable bags and 

plastic bags. 

 

Council Tax replacement 

 

Council Tax is one of the most regressive of all taxes; far more so than the domestic rating 

system it replaced.  Coalition cuts to Council Tax benefit will severely worsen this position.  

Successive governments have postponed re-banding for fear of publicly unacceptable tax 

rises.  There is no welcome answer to the conundrum of local taxation.   

 

Labour must apply the fairest and most equitable solution - a return to domestic rates.  This 

policy could be simply implemented based on the indexation of old records. 
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Land Value Tax (LVT) 

 

Given the crises in public finance and housing, Labour might consider granting powers to 

local authorities to introduce local LVTs at low rates on specific sites pending development; 

however, local LVTs should not replace business rates or re-introduced domestic rates. 

 

Tax universal benefits 

 

Rather than withdraw universal benefits from high earners, Labour should tax such benefits 

as the top slice of income for higher rate(s) taxpayers. 

 

Limit income tax reliefs 

 

Labour should limit tax reliefs to the basic rate band(s). 

 

Windfall Tax  

 

Following the example of the French, Labour should introduce a windfall tax on extreme 

wealth.  

 

Private Schools 

 

Labour should end the eligibility of private schools to tax-free charitable status. 

 

Retrospection 

 

Labour must re-state Parliament’s prerogative to enact retrospective changes to any aspect 

of the UK tax system. 

 

HMRC Board 

 

At least one-third of HMRC’s Board must comprise individuals who have worked at HMRC 

for at least five years.  Board members employed by or seconded from “Big 4” accountancy 

practices, multi-national companies or other large businesses, combined, must not exceed 

one-third of HMRC Board members. 

 

Labour must ensure that a minimum of 40 % of HMRC Board members are women. 

 

Digital Exclusion 

 

Labour must pledge that no taxpayer will be prejudiced or excluded by HMRC’s drive to 

digital filing of tax returns and papers.  

 
 


