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“the single biggest tax-raising measure 
since the 1970s”. By 2028, around 14 per 
cent of UK taxpayers will be higher-rate 
taxpayers, compared to 3.5 per cent
in 1991-92. 

With decent growth, a long-term Tory 
tax-cutting agenda becomes viable. But 
the state of public infrastructure, the 
desire to cut debt, raise public sector 
pay with reduced immigration, meet cli-
mate targets and the cost of upfront 
investment to power reforms preclude 
anything but a steady or rising tax bur-
den till then.

Labour sees a reputation for eco-
nomic prudence as the key to Downing 
Street’s door. There must be no 
unfunded pledges. Keir Starmer’s cur-
rent fight with the Labour left over his 
refusal to commit to reversing the two-
child cap on welfare payments serves 
the purpose of demonstrating his
fiscal rectitude and readiness for hard 
choices. But few Labour figures believe 
it is a sustainable position in power and 
even fewer think his commitment to 
reform is an alternative to spending 
more. In a recent article, Starmer

income guarantee from which neither 
party feels able to retreat. The OBR 
states that this, alongside the loss of
fuel duty revenue with the switch to 
electric vehicles, the costs of decarbon-
isation and pledges to raise defence 
spending, will represent a £66bn chal-
lenge by 2030. 

The need to contain debt means tax 
cuts require spending reductions but 
Tories have lost their taste for serious 
retrenchment. In the short term, spend-
ing cuts may be a greater risk to growth 
than high taxes. Until trend growth is 
reliably over two per cent there is little 
room for manoeuvre. 

Tory tax rises will continue to bite 
until 2027-28. The Institute for Fiscal 
Studies describes Sunak’s freezing of 
income tax thresholds for six years as 

H ere is an economic fore-
cast. There will be no cred-
ible low-tax option for
British voters at the next 
election. Whatever leaders 

might say, there is no near-term strategy 
that reduces the rising tax burden.

This is not the impression either of
the two parties with a chance of forming 
the next government (for argument’s 
sake I include the Conservatives) wish 
to convey. Both insist taxes are too high 
and that public spending is unsustain-
able. The Conservatives may dream of 
following their trusted playbook of 
promising a tax-cutting agenda. There 
may even be a “downpayment” before 
the election, though not enough of one 
to cancel out other increases. 

Labour, determined to prove it can be 
trusted with the economy, will broadly 
commit to sticking with Tory tax poli-
cies in its early years aside from a few 
small measures, knowing that those 
plans see the tax burden continuing to 
rise, to 37.7 per cent of gross domestic 
product, by 2027-28. 

Both will talk of refashioning the econ-
omy and promise future growth. Yet
neither will make meaningful inroads 
into the tax burden until the last years

of the next parliament at the earliest. 
      Historically, parties have tussled over 
how to balance the proceeds of growth 
between spending and tax cuts. The next 
government will not have that luxury. 
The best either side can realistically offer 
is a spurt of reform which leads to higher 
growth and facilitates happier choices. 
And while some reforms to power growth 
can cost little — to the planning process 
for example — others require upfront 
investment and are unpopular. Even 
with a large majority, Tories ran scared
of planning reform.

Conservatives may plausibly argue 
taxes will be lower under them than 
Labour. Yet whatever tactics are 
deployed before the election, the
pressure on tax revenues will not abate
after it.

Alongside the UK’s stubbornly low 
growth are serious revenue challenges 
highlighted in this month’s Office for 
Budget Responsibility’s fiscal risks 
report. Most immediately troubling is 
the UK’s exposure to costs which spring 
from its high levels of debt. The risk is 
not only less favourable market senti-
ment but the rising cost of servicing
that debt. Interest payments were 
£9.8bn in April alone, though inflation 
also boosts tax receipts. Rishi Sunak will 
want to restore the goal of paring back a 
debt ratio which stands at 100 per cent 
of GDP.

Other issues include an ageing society 
which places a higher tax burden on
relatively fewer working shoulders. The 
UK is locked into rising welfare commit-
ments to pensioners, via the triple lock 

A low-tax option 
at the next 

election is hot air 

Tories will talk up savings 
they cannot deliver; Labour 

will stress reform that 
comes without extra costs

T he last thing the US military 
needs is to become a piñata 
in America’s woke wars. 
Having been given no 
choice, it must now deal 

with the reality. The details of the 
defence funding bill the House of Repre-
sentatives passed last week can proba-
bly be ignored — they will probably be 
gutted in the Senate. The gist of the 
Republican message, however, will only 
get louder: “Act like real men or Amer-
ica will lose wars.” 

It was a matter of time before the
so-called war on woke affected US 
national security. The Pentagon now 
joins corporate America, state pension 
funds and the nation’s classrooms in the 
Republican crosshairs. For the first 
time, a US defence budget was passed 

with cultural riders. This included 
restrictions on LGBT+ rights, women’s 
access to abortion and diversity training 
for recruits. 

The claim is that the Pentagon is being 
used as a social engineering tool by
liberals at the expense of America’s
ability to fight wars. 

The Republican party is increasingly 
drawn to anti-woke as its core message 
— roughly half of its presidential candi-
dates do not bother to publish policies 
on their websites. Since Democrats will 
never agree that the US military suffers 
from a “crisis of masculinity”, the Penta-
gon will have to adjust to a new kind of 
polarisation. It will be costly and diver-
sionary, and bad news for US national 
security. 

The timing could hardly be worse. 
The real challenge facing the Pentagon 
is unrelated to woke. For the first time 
since it became an all-volunteer force in 
the early 1970s, the US military is failing 
to meet its recruitment targets. It is una-
ble to enlist enough men and women of 
any description to its ranks. One of the 
culprits is a tight labour market, though 
previous periods of full employment did 

In contrast to Russia, which has 
almost entirely male frontline forces 
and is hostile to gay people in its mili-
tary, Ukraine has virtually overnight 
become the most progressive fighting 
force in Europe. It had no choice. When 
a foreign occupier shows up, it makes 
sense to take any able-bodied adult who 
is willing to fight. 

Roughly a tenth of Ukraine’s combat 
troops are women. Some of its LGBT+ 
soldiers have chosen to wear insignia 
identifying them as such. The level of 
discrimination in Ukraine’s military 
and society at large has reportedly fallen 
sharply. You could say that there are no 
genders (or sexual orientations) in a 
foxhole. 

America has had many debates over 
military demographics before. The tor-
turous “don’t ask, don’t tell” compro-
mise in the 1990s did not reflect well on 
anyone; opponents of military desegre-
gation in 1948 were quickly silenced by 
the professionalism of African-Ameri-
can soldiers. But the US has never had 
the luxury of having an adversary quite 
so committed to supplying real time 
data to a domestic debate. Russia’s 

not stop the Pentagon from making its 
numbers. Another is the worsening 
obesity crisis among young Americans. 
Rising mental health problems are also 
a factor. For one reason or another, 
more than three quarters of Americans 
between 17 and 24 now fall short of the 
Pentagon’s standards. Neither party is 
doing much to tackle this. 

That makes it a particularly bad 
moment for the Pentagon to narrow its 

range of recruits. It ought to be relaxing 
its entry criteria. Even at the best of 
times, the basis on which Republicans 
are demanding such restrictions would 
be questionable. As it happens, Russia’s 
war on Ukraine is providing a live exper-
iment in what happens when an anti-
woke military invades a country that is 
forced to modernise rapidly. 

It is going to be costly 
and diversionary, and 

bad news for
US national security
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H eatwaves, floods and 
droughts across the world 
are a wake-up call. We need 
to cut fossil fuel use fast, 
reducing CO₂ emissions to 

around zero by the middle of the century. 
To do that, we must electrify as much as 
possible, decarbonise electricity supply 
and use hydrogen, bioenergy, and car-
bon capture in applications where direct 
electricity use is not feasible.

Global electricity supply needs to 
expand by around four times; transmis-
sion grids must grow from 70mn km to 
around 200mn km; we must boost elec-
tric cars from 25mn to over 1bn. That 
implies big increases in mineral supply 
— seven times more lithium will be used 
per annum than in 2022, with copper 
use doubling.

Faced with this challenge, fears are 
multiplying — that mining will use huge 

quantities of scarce water, high lithium 
prices will make electric vehicles impos-
sibly expensive or discarded solar pan-
els will create a landfill disaster. We 
need to separate myths from real con-
cerns — the Energy Transitions Com-
mission’s latest report aims to do that. 

One thing we don’t need to worry 
about is long-term supply: for all the key 
minerals, known resources easily 
exceed total future requirements. And 
one to place in context is the CO₂ or 
other greenhouse gases emitted when 
we use fossil fuel energy to produce the 
materials required for the first genera-
tion of wind turbines, solar panels, bat-
teries and electrical equipment. These 
emissions could amount to a cumulative 
15-35 gigatonnes of CO₂ equivalent over 
the next 30 years: but that compares 
with around 40 Gt CO₂ equivalent pro-
duced every year by the fossil fuel based 
energy system.

Land and water needs are also man-
ageable. The roughly 5bn cubic metres of 
water needed annually for new mineral 
extraction compares with 2,700bn cubic 
metres used in food and fibre produc-
tion; and all the solar PV farms and mine 

aggregate, the adverse impacts will be 
more than offset by putting a stop to 
coal mining but that won’t be true for 
some local communities. Best mining 
and refining practices can dramatically 
reduce harm — and must be required by 
regulation imposed on mineral produc-
ers and users. Communities should 
share in the profits generated, with the 
small additional costs accepted as the 
price to pay for more sustainable supply.

But environmental impacts can also be 
dramatically reduced via innovation and 
recycling, cutting the need for mining. 
New battery designs have reduced future 
cobalt needs by 50 per cent in just five 
years; nickel-free LFP batteries are now 
being used in 40 per cent of electric vehi-
cles — up from 7 per cent in 2019; and by 
2040, over 50 per cent of lithium used in 
new batteries could come from recycling. 
Regulation increasingly requires com-
plete recycling of all battery materials.

Third, we should build more diverse 
supply chains. Almost 70 per cent of 
cobalt comes from the DRC, 48 per cent 
of nickel from Indonesia and 74 per cent 
of refined lithium from China, even 
though lithium resources are spread 

sites required would take up less than 2 
per cent of the land area devoted to agri-
culture. Red meat consumption threat-
ens the world’s tropical rainforests; bat-
teries for electric vehicles do not.

There are three key challenges. The 
first is growing supply fast enough to 
meet rapidly growing demand. There 
are enough copper and lithium sources 

to meet global needs in 2050 but the 
plans already announced for supply fall 
short of meeting likely demand in 2030. 
New mines and refineries must be built, 
financial flows to developing countries 
increased, and planning systems 
reformed to allow some mine and refin-
ery development in rich countries.

Second, new developments can have 
adverse local environmental effects. In 

Red meat consumption 
threatens tropical 

rainforests; batteries for 
electric vehicles do not
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wrote that Britain requires reform 
“rather than just more money”, a 
phrase which does not actually preclude 
extra spending.

Assuming both parties again commit 
to not increasing the rates of income tax, 
VAT and National Insurance, Labour 
will be forced to seek its extra funding 
elsewhere. Potential targets include 
taxes on assets or investments and the 
removal of higher rate reliefs. It does not 
take a seer to imagine a new Labour 
chancellor sorrowfully declaring that 
having looked at the books, she has dis-
covered things are worse than expected. 

Come the election, then, voters will 
find two parties denouncing high taxes 
but with no immediate expectation of 
addressing them. Tories will talk up 
major savings they cannot deliver; 
Labour will stress reform that comes 
without extra costs. 

It would be nice to think the parties 
could be honest about what awaits. But 
voters have rarely rewarded honesty 
when it comes to taxation.
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leader, Vladimir Putin, has explicitly 
described the invasion of Ukraine as a 
war against a woke west that embodies 
degenerate values, such as same-sex 
marriage. 

We can judge the results for ourselves. 
Despite having one hand tied behind its 
back — being unable to strike Russian 
territory with its western-supplied mis-
siles — Ukraine has defied all predic-
tions of collapsing morale. Ukraine’s 
troops are more motivated than Rus-
sia’s. Its fighting forces better reflect 
society’s make up. There is no need to 
cite historical chestnuts about Alexan-
der the Great or Richard the Lionheart 
being gay. Just measure the effective-
ness gap between the Russian and 
Ukrainian militaries. 

That little of this is acknowledged 
belies the Republican claim that their 
goal is military readiness. There are one 
or two areas where they make valid crit-
icisms but these are drowned out by the 
hyperbole about masculinity. The best 
militaries usually reflect the societies 
they are defending. 
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Republican war on woke will wound the Pentagon

Myths are clouding the reality of our sustainable energy future

across the world. Significant concentra-
tion of mining is inevitable and decou-
pling completely from China would sig-
nificantly increase costs — slowing 
progress towards a zero carbon economy. 
But policies to reduce reliance on imports 
make sense: the EU’s objective to source 
40 per cent of refined mineral supply 
domestically is a reasonable balance.

Mineral supply challenges must be 
clearly faced and managed. But we must 
also welcome the sustainable nature of 
the new energy system. In today’s 
energy system, each year we burn 8bn 
tons of coal, 35bn barrels of oil, and 4tn 
cubic metres of gas, producing around 
40bn tonnes of CO₂ equivalent. In the 
new system, we extract far smaller 
quantities of key minerals and place 
them in structures that generate, store 
and use clean electrical energy; and the 
materials are then ready to do the same 
again next year or to be recycled over 
and over again. This is an inherently 
renewable system, and the faster we 
build it the better. 

The writer chairs the Energy Transitions 
Commission

T he gigafactory announce-
ment from Tata Group is a 
big moment for the UK car 
industry. It also provides an 
insight into how the govern-

ment’s strategy for the industry is 
unfolding at a complex time for auto-
motive globally.

There is opportunity, but also great 
risk, for the UK as the world transitions 
to electric vehicles. Other countries 
have embarked on colossal spending 
sprees to claim a share of the growing 
market.   

For those of us who still believe in 
some semblance of a free market, it is a 
battle of wits competing with countries 
prepared to offer eye-watering sums to 
pry business away from our shores. So 
how should the UK government 
respond? By sticking to our principles, 
not being knowingly naive, and being 
prepared for the difficult trade-offs 
inherent in every decision.     

Governments can’t pick winners, but 
we can help companies succeed by 
removing obstacles in their way or com-
pensating them with targeted support for 
the regulatory burdens that their com-
petitors in other countries do not face. 

Nor will we simply copy and paste the 
solutions that others have chosen to pur-
sue, or fuel inflation with unaffordable 
spending commitments as the UK 
Labour party is so keen to do. But we do 
recognise that the UK automotive sector 
needs certainty and targeted support and 
we have been working hard to get that 
right. We also know where Britain has 
comparative advantage, and can ensure 
that we keep up R&D and investment in 

those sectors where there is a connected 
ecosystem of knowledge, skills and expe-
rience. One of those sectors is advanced 
manufacturing, of which automotive is
a critical component.   

Our plan for advanced manufacturing 
aims to make the UK one of the best 
places for companies to invest in the 
design and manufacture of zero emis-
sion vehicles. It will look at policy meas-
ures to help the market adapt at pace, 
and review energy costs for the sector
to make sure we are competitive inter-
nationally.    

I want to build on the groundbreaking 
Tata announcement and increase bat-
tery supply in the UK, but to do so we 
will need more critical minerals such as 
lithium and platinum. This government 
has made the security of supply of these 
minerals a core aspect of our foreign and 
trade policy. 

We need to keep markets open while 
being clear eyed about the risks of 
becoming dependent on single suppliers. 
The good news is that in the UK we have 
globally significant capabilities — from 
platinum group metals refining and recy-
cling facilities to a major nickel refinery 
and a significant lithium mine in Corn-
wall. But more support is needed.

This is not to say that all the problems 
have been solved. My colleague the 
transport secretary is working hard to 
ensure that there are enough charging 
points to handle the forthcoming switch 
to electric vehicles. The rules of origin 
we agreed with the EU are posing a real 
challenge in a post-pandemic world 
with a much-changed supply chain. Car 
manufacturers in the UK and across the 
continent are asking for help. We are the 
bloc’s biggest automotive market and 
they are ours. I am in contact with EU 
trade ministers who share my desire to 
find a solution.     

For now, this is another step towards a 
stronger, greener, UK automotive indus-
try. Just last week, Renault and Chinese 
carmaker Geely chose the UK as its new 
headquarters. The government has 
been listening to the needs of the indus-
try, providing targeted support with our 
Automotive Transformation Fund en-
abling the £1bn Nissan-Envision hub in 
Sunderland and Ford’s £380mn project 
at Halewood.

Our plan for advanced manufacturing 
will deliver even more moments like 
these and ensure that Tata’s new giga-
factory will be the first of many as the 
UK automotive industry goes from 
strength to strength. 

The writer is the UK’s business and trade 
secretary
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