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One Day Policy Conference Parallel Session Report

An Innovative Approach to Tax Policy
The meeting split up into five groups to discuss the four proposals put forward for discussion by WLD.


This report gives brief conclusions arising from discussion of the proposals, followed by a list of other innovative ideas which were sparked by the discussion.

A. The main proposal was that we should:

Raise the tax threshold to the level of the minimum wage
Agreed in principle by a clear majority in all groups because:

· It is easy to understand

· It is easy to administer

· It corresponds to the principle of the minimum wage which is that no person working full time should be expected to live on less than £5.73 X 40 = £229.20p pw. Therefore there should be no deductions from this total.

· Fewer people would need top-up benefits

· It is BETTER than the existing LibDem tax policy to cut the basic rate of income tax to 16p as, according to a recent FOI release, less than 1% of this would benefit the lower paid.
All groups acknowledged that there are difficulties with implementation, in particular that the Treasury estimates the cost of the proposal to be £29.786bn. Suggested solutions:

· Introduce a higher rate at the top of the earning scale, to achieve a genuinely progressive taxation system

· Introduce the scheme gradually
· Increase tax on un-earned income – capital gains tax, inheritance tax
· Introduce a ‘green tax’ to impact on those with a high carbon footprint
· Introduce a Land Value Tax 

· Amalgamate tax with National Insurance (see below)
· Scrap tax credits (see below)
Provisos were:

A sophisticated system is required to avoid sudden jumps in combined tax/NI takings and to achieve a smooth progression.

B.1. Supplementary Proposal: that we should

Scrap National Insurance Contributions

The preferred wording in most groups was to ‘Amalgamate National Insurance with Income Tax’. This was agreed by a clear majority in all groups because:

· NI is to all intents and purposes an income tax, but it impacts unfairly on the lower paid because of the cut-off point for high income levels

· An amalgamated system is more honest and transparent

· It corresponds with the idea of a ‘citizens pension’

· It would reduce bureaucracy

Provisos were:

· Upper threshold cut-off rates would go

· Combined tax and NI top rate should be 50%

· Employers’ Contribution: One group thought it should be retained. Another group suggested it should be abolished or reduced for those with profits below a certain level, to assist small businesses. (see below)

B.2. Supplementary proposal: that we should

Scrap Working Tax Credits and Child Tax Credits

This was discussed by three groups. They agreed this should be done because:

· The system is seriously flawed. It can only benefit people whose income does not vary from year to year

· The Government estimates that it is currently claimed by only 1 in 5 of those eligible

· Planned cost of Tax Credits (including Stakeholder Pension Credits) in 2008/09 is £18.029bn

Additional suggestions were:

· Additional tax allowances for dependants

· Review of cost/benefit analysis of universal child benefit
B.3. Supplementary proposal 3: that we should

Freeze the National Minimum Wage for 3 years

This was discussed by four groups. 

· One group agreed this should be done

· Another group thought it would be unnecessary if the raise in threshold is introduced gradually, but could be useful if not.

· Two groups thought it should NOT be done as it sends the wrong message

C. Additional Suggestions from Members: 

· Innovative replacements for the Employer’s contributions to NI should be sought, which would also help small businesses. Should tax relate to profits rather than to the number of employees? 

· Civil servants should be given financial incentives to find ways to cut public expenditure.

· The lower rate of National Minimum Wage for 18-22year olds should be scrapped.

· 16-18 year olds should be given the vote, as they can be taxed.
Main Finding: Two proposals were AGREED by a clear majority of all five groups. These were that the Party should:


Raise the tax threshold to the level of the minimum wage


Amalgamate National Insurance with Income Tax











