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With emerging economies rising up as giants, and the shadow of economic 
crisis still hovering over the UK, the challenge we face is immense. At the 
Conservative Party Conference 2012, the Institute of Economic Affairs and 
the Free Enterprise Group are hosting a panel discussion looking ahead to 
2015 and asking what policy ideas could help transform Britain. This paper 
sets out 15 policy ideas to help ensure the UK thrives and is not left behind 
in this intensely competitive environment.

Idea 1: Link tax thresholds to earnings
Idea 2: Time limited capital allowances
Idea 3: Provide a single total number of people on out-of-work 

benefits
Idea 4: Introduce a British debt brake
Idea 5: Increase the basic rate limit on income tax to £40,000
Idea 6: Reform planning law to allow the rapid building of new 

runways
Idea 7: Super-charge start-ups
Idea 8: Wind down out-of-work benefits
Idea 9: Reward our educators
Idea 10: Find the savings to deliver a supply-side tax cut for business
Idea 11: Ease the pressure of red tape on SMEs
Idea 12: Introduce a voting threshold to prevent minority strikes
Idea 13: Passports for care
Idea 14: Excellence academies: means-tested selection
Idea 15: A new ‘enterprise card’ for immigration 

Introduction and summary



Business/employment
•	 Super-charge	start-ups
•	 Find	the	savings	to	deliver	a	supply-side	tax	cut	for	business
•	 Ease	the	pressure	of	red	tape	on	SMEs
•	 Introduce	a	voting	threshold	to	prevent	minority	strikes

Care
•	 Passports	for	care

Education
•	 Reward	our	educators
•	 Excellence	academies:	means-tested	selection

Immigration
•	 A	new	‘enterprise	card’	for	immigration	

Planning
•	 Reform	planning	law	to	allow	the	rapid	building	of	new	runways

Public spending
•	 Introduce	a	British	debt	brake

Tax 
•	 Link	tax	thresholds	to	earnings
•	 Time	limited	capital	allowances
•	 Increase	the	basic	rate	limit	on	income	tax	to	£40,000

Welfare
•	 Provide	a	single	total	number	of	people	on	out-of-work	benefits
•	 Wind	down	out-of-work	benefits

Manifesto outline by theme 
– Boosting business and 
restraining public spending 



Idea 1: Link tax thresholds to earnings
By	James	Forsyth,	Political	Editor	of	the	Spectator

Fiscal	drag	has	seen	the	number	of	people	caught	by	the	higher	rate	of	tax	
double.	The	head	of	English	in	a	large,	London	state	school	is	now	in	a	tax	
band that was meant to apply only to the rich. The simplest way to avoid this 
problem	getting	 progressively	worse,	would	 be	 to	 legislate	 to	 up-rate	 the	
personal	allowance	and	the	higher	and	upper	rate	tax	thresholds	in	line	with	
the rise in earnings. 

Idea 2: Time limited capital allowances
By	James	Forsyth,	Political	Editor	of	the	Spectator

The	Conservatives	 should	 take	 a	 leaf	 out	 of	Ronald	Reagan’s	 book	 and	
offer companies very generous but time limited capital allowances. These 
fiscal	incentives	should	encourage	companies,	which	are	sitting	on	a	huge	
amount	 of	money—UK	PLCs	 currently	 have	more	 than	 £60bn	 of	 excess	
working capital— to invest now rather than later. 

Idea 3: Provide a single total number of 
people on out-of-work benefits
By	James	Forsyth,	Political	Editor	of	the	Spectator

Successive	governments	have	sought	to	game	the	unemployment	figures	to	
reduce the claimant count. The best way to remove this temptation would be 
to	instead	require	the	publication	of	the	number	of	people	on	all	out-of-work	
benefits	each	month.	



Idea 4: Introduce a British debt brake
By	Kwasi	Kwarteng	MP

Once	 the	 structural	 deficit	 has	 been	 closed,	 Britain	 should	 introduce	 its	
own	 debt	 brake,	 following	 the	 Swiss	 and	 German	 example.	 We	 should	
balance	our	 structural	budget	each	and	every	year.	Shortfalls	 in	any	one	
year	should	be	compensated	for	with	greater	austerity	in	the	next.	The	only	
deficits	 should	 come	 from	 the	changes	 in	benefits	and	 tax	 revenues	 that	
automatically reverse themselves over the course of the business cycle.

A	debt	brake	provides	enough	flexibility	 in	an	economic	crisis,	without	the	
unnecessary	discretion	that	allowed	persistent	deficits	to	be	run	from	2002.	
It forces a government to run surpluses in the good times, saving money 
for when trouble arrives. In practice, it ensures that government spending 
grows	no	faster	than	tax	revenues.	Thanks	to	its	debt	brake,	the	growth	of	
government	spending	in	Switzerland	has	slowed	from	4.3%	per	year	in	2003	
to	2.6%	now.	

Idea 5: Increase the basic rate limit on 
income tax to £40,000
By	Kwasi	Kwarteng	MP

The	higher	 rate	of	 income	 tax	was	originally	 intended	 to	be	a	 tax	on	 the	
very	rich,	not	the	middle	class.	When	Lloyd	George	introduced	his	supertax	
in	1909,	the	limit	was	set	at	the	equivalent	of	around	£500,000	today,	or	a	
hundred times average earnings at the time. Over time, the basic rate limit 
has failed to keep to date with average earnings, ensuring that in the last 
thirty years the number of people paying the top rate has multiplied by a 
factor	of	six.	In	the	long	run	this	is	very	bad	for	our	economy,	as	income	tax	
is	effectively	a	tax	on	work.



The	limit	is	set	to	fall	further	to	£34,370	in	2012-13.	According	to	the	IFS,	the	
number	of	higher-rate	taxpayers	will	increase	from	3.7	million	in	2011	to	5	
million	by	2014.	A	good	medium-term	objective	would	be	to	raise	the	basic	
rate	limit	to	£40,000.	Added	to	the	£10,000	personal	allowance,	this	would	
ensure	only	those	who	earned	above	£50,000	would	have	to	pay	the	higher	
rate,	restricting	it	to	around	the	top	10%	of	taxpayers.	The	HMRC	suggest	
that	a	10%	increase	in	the	basic	rate	limit	costs	about	£3bn,	suggesting	that	
the	16%	increase	to	£40,000	would	cost	in	the	order	of	£4bn.	

Idea 6: Reform planning law to allow 
the rapid building of new runways
By	Kwasi	Kwarteng	MP

London’s	position	as	a	world	hub	is	being	put	under	threat	by	its	shortage	
of runway capacity. While demand is set to double in the coming decades, 
Britain’s	hub	airport	Heathrow	is	already	at	99%	capacity.	Paris	and	Frankfurt	
enjoy	 1,000	more	 annual	 flights	 to	 the	 three	 largest	 cities	 in	 China	 than	
Heathrow.	While	China	has	built	33	airports	since	2006,	and	plans	another	
45	by	 2015,	Britain	 has	not	 built	 a	major	 runway	 in	 the	 southeast	 for	 70	
years.

There	are	no	perfect	options	for	building	new	capacity.	Rather	than	seek	to	
plan the industry, we should make it easier for the private sector to manage 
its own future. As long as the industry can cover any costs to others, there 
should be a presumption in favour of development. Planning regulation 
should be reformed to make it easier to directly negotiate compensation 
with affected locals.



By	Mark	Littlewood,	Director	General	of	the	Institute	of	Economic	Affairs

It	 should	 be	 possible	 for	 a	 company’s	 first	 twelve	 staff	 to	 be	 treated	 as	
self-employed	 for	 employment	 law	 and	 tax	 purposes,	 with	 no	 questions	
asked.	 Start	 ups	 are	 often	 high	 risk	 businesses	 requiring	 very	 flexible	
and	unpredictable	 staffing	arrangements	 in	 their	 early	 years.	The	current	
employment legislation removes crucial rungs on the ladder for those 
seeking work and discourages entrepreneurship – setting up your own small 
business can often simply be too cumbersome.

Idea 7: Super-charge start-ups

Idea 8: Wind down out-of-work benefits
By	Mark	Littlewood,	Director	General	of	the	Institute	of	Economic	Affairs

The original vision of the welfare state was that support would not typically 
be	permanent.	The	 level	of	benefits	(for	out-of-work	claimants)	should	be	
reduced	by	10%	after	six	months	and	a	further	10%	after	a	year.	Additionally,	
the	able	bodied	should	be	subject	to	a	universal	workfare	requirement	after	
six	months,	undertaking	thirty	hours	work	to	support	the	local	community.

Idea 9: Reward our educators
By	Mark	Littlewood,	Director	General	of	the	Institute	of	Economic	Affairs

We live in a country where we allow people to make very good money 
for running a chain of restaurants or hotels, but not for running a chain 
of schools. We need to stop undervaluing those who have the skills and 
expertise	to	ensure	our	children	are	numerate,	literate	and	ready	for	adult	
life.	The	 free	schools	programme	 is	a	welcome	first	step,	but	we	need	 to	



allow	the	profit	motive	to	ensure	real	lift	off.

Idea 10: Find the savings to deliver a 
supply-side tax cut for business
By	Dominic	Raab	MP

We	need	to	find	public	sector	savings	to	deliver	a	cut	in	businesses’	taxes	to	
spur	growth	and	create	jobs.	Small	firms	and	start-ups	were	responsible	for	
creating	two-thirds	of	new	jobs	each	year	between	1998	and	2010,	so	these	
tax	cuts	should	be	focused	on	small	and	medium-sized	enterprises	(SMEs).

To	 finance	 tax	 reductions,	 we	 should	 learn	 lessons	 from	Canada,	 which	
carried	out	a	wide-ranging	review	of	the	size	and	shape	of	the	state,	rather	
than	further	salami-slicing	budgets.

Idea 11: Ease the pressure of red tape 
on SMEs
By	Dominic	Raab	MP

The	World	Economic	Forum	ranks	the	UK	72nd	out	of	144	countries	for	the	
pressure	of	government	regulation	on	business.	SMEs	are	often	the	worst	
victims of this red tape. We should alleviate the burden through targeted 
exemptions	 from	employment	 legislation	and	checks	on	spurious	 tribunal	
claims.  



Idea 12: Introduce a voting threshold to 
prevent minority strikes
By	Dominic	Raab	MP

Not	 a	 single	major	 public	 sector	 strike	 has	 carried	 a	majority	 of	 support	
from its union members since the coalition. The law should be changed to 
require strike action in the transport sector and emergency services to have 
the	support	of	a	majority	of	those	balloted	before	it	can	proceed.	This	would	
protect	the	hard-working	majority	in	both	the	public	and	private	sector	from	
abuse of strike powers.

Idea 13: Passports for care
By	Chris	Skidmore	MP

Extend	direct	payments	for	social	care,	by	creating	direct	cash	payments	in	
the form of a care passport, in order to encourage informal care giving at 
home. At present this cannot be paid to a spouse or partner to provide care 
–	limiting	uptake	and	entrenching	the	difficulty	that	millions	of	people	have	
in	caring	for	a	loved	one,	despite	the	fact	that	evidence	shows	the	beneficial	
effects of care at home and giving families the independence to choose 
how	to	care	for	their	loved	ones.	Direct	cash	payments	can	be	offered	at	a	
lower	cost	than	the	care	equivalent	–	and	the	example	of	Germany	shows	
that	many	people	will	still	opt	 for	 them.	Take	 for	example	 the	£3.4bn	 that	
local	authorities	spent	on	residential	care	for	the	elderly	in	2009-10.	If,	as	in	
Germany, half of these people opted instead for a direct cash payment and 
stayed	at	home,	this	could	save	around	£1.14bn	a	year.



Idea 14: Excellence academies: means-
tested selection
By	Chris	Skidmore	MP

We	should	allow	the	creation	of	new	‘Excellence	Academies’,	which	would	
return to the historic principles that grammar schools were originally 
founded	on	–	providing	a	means	 for	 those	 least	well	off	 to	access	a	first	
class education, based upon academic ability regardless of background. 
This would allow limited selection for a number of elite state schools, for 
places only open to pupils from families with a household income of below 
a set amount. This would ensure that those pupils with academic talent and 
flair	could	be	 recognised,	without	allowing	wealthier	 families	 to	game	 the	
system.

Idea 15: A new ‘enterprise card’ for 
immigration 
By	Chris	Skidmore	MP

The	 link	 between	 migration	 and	 citizenship	 has	 become	 too	 close.	 The	
introduction	of	“Enterprise	cards”,	along	similar	 lines	to	a	US	Green	Card	
would	allow	for	strict	quota	limits	for	non-EU	workers	to	be	set.	One	possibility	
might be for each migrant worker, upon entry to the UK to be given an 
Enterprise card. There would be automatic recognition that no worker would 
be	entitled	to	state	benefits,	schooling,	or	NHS	services,	without	advance	
payment. Only after ten years would an Enterprise card holder be eligible 
for	UK	citizenship,	having	demonstrated	employment	and	a	record	of	paying	
tax	over	ten	years.
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•	 Encourage a competitive and free economic environment

•	 Raise	the	global	economic	standing	of	the	United	Kingdom

•	 Challenge monopolies and oligopolies

•	 Free individuals to create, innovate and take risks



DISCLAIMER:  All supporters subscribe to the aims of the group.  However, articles written under the auspices of the group reflect the author’s own 
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