
Tax policy 

 

Overall Labour’s tax policy should have two central themes in the short-term: 

 

1) to ensure that tax is paid at the requisite amount by those that owe 

2) that the tax system is progressive to compensate for the distortions in the market 

economy 

 

Avoidance and evasion 

 

Labour should support a General Anti-Tax Avoidance Principle. This would ensure that any 

financial arrangements made by a company or individual should not have as their primary 

purpose the avoidance of tax; to establish a statutory rule to apply in the assessment of such 

arrangements. 

 

The UK must tackle its Crown dependencies that act as tax havens, with economic sanctions 

if necessary, including the Isle of Man, Guernsey, Jersey, Cayman Islands, British Virgin 

Islands, etc – and work with the EU to bring pressure to bear on other states that act as tax 

havens. 

 

Labour must ensure HM Revenue & Customs is adequately resourced for this role, which 

means reversing the year on year staffing cuts that have been made to the department. 

 

We should also introduce country-by-country reporting of profits to prevent the sort of 

income-shifting or transfer-pricing seen by high profile businesses to avoid tax. This would 

require multinational companies to publish a simple, single figure for the amount of 

corporation tax they pay in the UK. 

 

 

Labour should restore the 50% tax rate on incomes over £150,000 with an additional 

rate of 60% at £250,000. This would make income tax more progressive and raise revenue 

from those with the broadest shoulders. 

 

Labour should increase corporation tax to 2010 levels and work with EU nations 

towards a continent-wide agreed minimum of 30%.  In 1979 corporation tax was 52%. By 

the end of the Tories’ 18 years it was only 33%. Labour reduced it further to 28% – losing an 

estimated £50 billion in revenue between 1997 and 2010 – before the Osborne reduced it to 

23% as of April 2013 – the lowest in the G7. The UK should work within the EU and bilaterally 

with others to agree minimum levels of corporation tax to avoid a race to the bottom. 

 

Labour should commit to reducing VAT immediately to 17.5%, with a long-term view 

to reducing this regressive tax even further. The government’s decision to raise VCAT to 

20% has suppressed economic demand by raising the price of consumer goods. It is also 

having a disproportionate effect on the poorest.  

 

Labour should introduce a financial transactions tax – primarily to deter speculation 

which causes instability. The tax would also have a secondary purpose of raising revenue 



from the finance sector. We should work within the EU for an agreed FTT at European level, 

and bilaterally with non-EU nations, but should commit to a UK FTT if agreement cannot be 

reached. A FTT would also be a vital part of rebalancing the UK economy away from the 

finance sector, combined with an industrial strategy to develop more socially useful sectors. 

 

Labour should support a review of how the tax system supports buy-to-let investments 

with a view to discouraging such investments, which have skewed the housing market in 

recent years. This could include removing the ability of landlords to offset mortgage interest 

payments and letting agency costs against rental income. 

 

Labour should introduce a flat rate pension tax relief set at the basic rate of tax to 

ensure that those earning more are not subsidised to accumulate wealth. The annual cap on 

tax deductible pension contributions should remain. This should of course be combined with 

ensuring a decent basic state pension for all set at or above the official poverty line. 

 


