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The Problent What should be done about
the current government deficit?

A The current government deficit is unsustainagli¢ produces
ever rising debt as a % of GDP

A The Coalition government must develop a deficit reduction
plan which will have a voter consensus on magnitude, speed,
and composition of tax and spend changes

A How do they find this consensus ?

A We have developed a sophisticated and proven voter researct
tool combined with preferencenodeling to identifyan optimal
deficit reduction plan:

I Spendingcuts and tax increases reflecting voter tradeoff preferences
I Composition of spending cuts thigtmostacceptable to voters
I Tax increases reflecting voteilews
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Methodology In Brief

A A representative sample of over 2000 U.K. adults was given
the opportunity to show how they would prefer to reduce the
A2OSNYYSYiQa 0dzZRIST RSTFAOAG

A The participants were shown the current budget for
2010/2011 and asked to make changes to the major

expenditure and revenue categories until they achieved
specified reductions in the deficit.

A The current deficit was shown as £150 billion.

A Participants were asked to consider three deficit reduction
scenarios:£25b,-£50b, and-£75b.

A Participants were also asked a few additional buegédted
guestions.

wSRdzOAYy3 (GKS . dzRAIS(H Eéhiidendal idfafmatiok. SNottita# refirofieed withauSpéreission from International Planning & Research Corp., March 2011



wSRdzOAy3 (GKS

Screen participants used to change the budic

To avoid any bias,
half of the time
expenditures were
shown first and half
the time revenues

The current government budget deficit is £150 billion as shown to the right.
We would like you to indicate your preferred way of reducing this deficit by
£25 billion. Please scroll and select your preferred option for each
expenditure AND revenue category until you meet or exceed the deficit
reduction target. Move your cursor over the category name for more

Current Your Your
+ -
Budget Changes  Budget

Expenditures {£ billion) falaicis] £3 falalcial
Revenues £548 +£0 £548
Deficit £150 £3 £147

information. Click the '+ sign to make changes in more detailed categories. | taget.

Deficit Reduction Target
Plagse continue to change your choices to achisve the reduction

£25

. Move sliders to the left or right to make your changes. Your Your
We I'e ShOWﬂ fII’St Current Budget (£ billion) Changes Budget
EXpend |tu re and EXPENDITURE CHANGES (Scroll down to make Revenue changes)
H +| INDUSTRY, AGRICULTURE AND = el o
revenue categories |zmpLovment T *E06 ) E21
were randomized. | +/puecomer o s o HETR "
. =+ | PERSONAL SOCIAL SERVICES . 70 =2 "0 £2.2 £30
Categories could _ ' - .
be expanded for—> + eoucanon - £0 £89
detal |ed Changes + HDL@ING AND ENVIRONMENT ? - +£0 £27
Spending relating to housing developments and environmental protection. £122 +24 £0 £122
+ | TRANSPORT ! " £0 £22
Three deficit rounds | 4 perence 3 -““ s | ea0
Of -£25b,-£50b, and 39 £194 +39
'£75b were Shown 4| SOCIAL PROTECTION £0 £194
.. 15 £73 +15
to each participantsg |+ omee — g0 | er3

*See appendix for detalils.
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International Planning and Research Corporation Copyright@ 2010-11 IPRSurvey.com

Restart |

http:// www.iprsurvey.com/PoliticorUK/DemoTest.aspx?CB=kpArp
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Current budget for 2010/2011 shown to participants
Total: £698B Expenditures (£ billion)

B SOCIALPROTECTION

® PERSONAL SOCIAL SERVICES
W HEALTH

B TRANSPORT

m EDUCATION

" DEFENCE

“ INDUSTRY, AG AND EMPLOY

32

» HOUSING AND

ENVIRONMENT
PUBLIC ORDER AND SAFETY

© OTHER

DEBT INTEREST (FIXED)

Source: HM Treasury 2010-11 near *Social security cash benefits (e.g. incapacity benefits, disability allowances,
cash projections housing benefits, unemployment benefits, income support, tax credits, etc).
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Current budget for 2010/2011 shown to participants

Total: £548B
Deficit: £150B

79

Source: Office of Budget Responsibility, 2010-11 estimates, Income tax splits:

HM Revenue & Customs, IPR estimates

Revenues (£ billion)

® INCOME TAX (INCOME <£30K)

m INCOME TAX (INCOME £30K-
100K)

® INCOME TAX (INCOME >£100K)

m NATIONAL INSURANCE
CONTRIBUTIONS

W EXCISE DUTIES

m CORPORATION TAX

= VAT

= BUSINESS RATES

COUNCIL TAX

w OTHER
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Some Key Findings

A Public preferences for theverall sizeand composition of deficit
reduction are similar to the plan presented by HM Treasury in
March2011.:

A gradual deficit reduction @&LB/year), slowinglown if the economy falters
A 40/60 split between tax increases/spending reduction

[ F NBSaild aAaLISYRAYy3I Odzia 2y W2(iKSNO
Smallest cuts to health and education

Largest tax increases on highest earners, corporations, and middle incon
earners

Smallest tax increases on lowest earners, VAT, and council tax

Cutting foreign aid, number of government employees, housing benefits
Means testing childhenefits

The Conservatives stand alone in preferring increases to univéasgy

The differences in preferences within the coalition are, on average, much
larger than those between the Lib Dem and Labour supporters
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Gradual deficit reduction

(1) The People believe the £150 billion deficit should be decreased by an
average of £41 billion inthe 2011 -12 budget. Of the four deficit
reduction scenarios offered (£25, £33, £50 and £75 billion) the more
rapid £50 billion was most popular among Conservatives, while all other
voters prefer a more gradual reducti c

Fund the reduction with a 40/60 Tax increase/Spending reduction mix

(2) The People prefer 62% of the deficit reduction to come from
expenditures and 38% from tax increases. Conservatives favour
spending reductions (69%) over revenue increases (31%) more than
Labour voters, who choose 56% spending reductions and  44% revenue

Increases. Lib Dems fall between but are more similar to Labour (60%
vSs. 40%).
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What people said about hoguickly thedeficit
should be reduced£41b for 201112

The current government budget deficit for 2010-11 is approximately £150 billion. Now assume that the goal of
government policy is to bring the budget into balance over the next five years. How quickly would you prefer to
see this happen? Note that interest saving on the debt will be larger the faster the deficit is reduced to

zero. Consider the following options and please select the one you most prefer.

(Please select only one).

Deficit Reduction Options - Select One Deficit Percent
®2010-2011 (current) = 2011-12 w2012-13 w2013-14 w2014-15 w 2015-16 Reduction .
Selecting
£150 r (:Eb)
£125 - | | | ' —

S Very Rapidly 75 11%
% tlm - - . .
Q s | 4 ! ! . o
g Rapidly 50 27%
T €50 1 : ¢ ¢
@ . | | | Gradually 33 48%

Eo . . . .

Very Rapidly* Rapidly Gradually Very Gradually Very Gradual |y 25 14%
5 yr Interest Savings = 5 yr Interest Savings = 5 yr Interest Savings = 5 yr Interest Savings =
£27 billion £24 billion £20 billion £17 billion
* For example, "Very Rapidly” means that the deficit would be reduced £75 billion in 2011-12and a WEightEd Average (4 1)
further £75 in 2012-13, bringing the deficit down to £0 and the budget into balance in 2012-13. et
Labour Lib Dem | Conservative | Others Ly Total
Know/None

Very Rapidly (E75b in year 1) 3% 9% 18% 14% 14% ( 11%
Rapidly (E50b in year 1) 14% 25% 25% 24%

Gradually (E33bin year 1)

Very Gradually (E25bin year 1) 26% 7%
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UK Current Budget (£ billion)

0 50 100 150 200 7% -6%
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UK Deficit Reduction Scenario: -£41 billion

Percent Changes

_5|%

4% 3%

Overall % Changes

2% 1% 0% 4%

SOCIALPROTECTION
PERSONAL SOCIAL SERVICE
HEALT

TRANSPOR

EDUCATIO

DEFENCI

INDUSTRY, AGR AND EMPLO
HOUSING AND ENVIROMMEN

PUBLIC ORDER AND SAFE

OTHE

DEBT INTERES

Expenditures

0 20 40 60 80 100 0%

2%

4%

6%

2% A

0% A

-2%

-4%
Deficit Reduction Mix

8% 10%

INCOME TAX (INCOME < £3 0k) [ s =

INCOME TAX (INCOME £30-100k)
INCOME TAX (INCOME >£100k) |
NATIONALINSURANCE CONTRIB.

EXCISE DUTIES

CORPORATION TAX]
VAT

Revenues

BUSINESS RATES |

COUNCILTAXH

OTHER s

UK Current Budget

800

B Expenditures ® Revenues B Deficit
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® 9% Expenditure Reductions
B 9% Revenue Increases

UK People's Budget

£672

£563

£109

B Expenditures M Revenues M Deficit
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Spending Cuts

General consensus on cuts 0 Other, Social Protection, and Defence

(3) The People want to save in 3 areas most significantly:

e The 00Otherdé category of recreation, cul tul
public service pensions etc. All parties agree on about 7% decrease here.

e Social Protection (Cash benefits for incapacity, disability, housing, unemployment,
maternity etc.) dan average 5%saving preferred. Conservatives favour this source of
savings(-6.2%)more than Labour (-4.3%), with Lib Demsagain falling between but
more similar to Labour (-4.9%).

e Defence should be cut by 5.1%. Lib Demslead the preference for defence savings
(-7.1%), with Conservatives trailing the pack (-3.5%). Labour takes the central
position at -5.2%.

Protected categories: Health, Education, and Public Order and  Safety

(4) There is very little appetite for reducing spending on Health (-1.7%),
Education (-2.2%), and Public order and safety (-3.1%).
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Tax Increases

General consensus on Tax Increases: Tax highest earners; Corporations, and
Middle income earners

(5) All three parties agree that tax increases should derive largely from the
same three sources:

¢ Income taxes on highest incomes (>£100,000) an 8.5%increase being chosen on
average. Conservatives prefer a 7.1%increase, and Labour and Lib Demsagree on
>8.5%.

e Corporation tax should be increased by 5.0%. Again Conservatives choose a lower
increase (3.9%), Lib Dems4.8%and Labour 5.8%.

¢ Income taxes on middle incomes (£30,000-£100,000) 6 3.9%. The same pattern of
preference is reflected here: Conservatives 3.3%, Lib Dems4.0%and Labour 4.5%.
Again Lib Demschoose more similarly to Labour than to Conservatives

Increasing Tax on lowest earners, VAT, and Council taxes very  unpopular

(6) Tax increases on incomes <£30,000, VAT, and council taxes are very
unpopular. Parties differ little here and none of these sources of revenue
yields morethana 1.2%i ncr ease (Labourds ¢hoice
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£ billions
Current | The People'y The People'y The People's
Budget Budget Changes | % Changes

SOCIAPROTECTION 194 184 -9.7 -5.0%
PERSONAOCIAL SERVICES 32 31 -1.1 -3.6%
HEALTH 122 120 2.1 -1.7%
TRANSPORT 22 21 -0.8 -3.7%
EDUCATION 89 87 -2.0 -2.2%
DEFENCE 40 38 -2.0 -5.1%
INDUSTRAGRAANDEMPLOYMENT 20 19 -0.8 -4.1%
HOUSINGND ENVIRONMENT 27 26 -1.2 -4.5%
PUBLIC ORDBERD SAFETY 35 34 -1.1 -3.1%
OTHER 73 68 -4.7 -6.5%
DEBTNTEREST 44 44 0.0 0.0%
INCOMHEAX (INCOME <£30k) 43 43 0.1 0.3%
INCOMHEAX (INCOME £3MO0Ok) 60 62 2.3 3.9%
INCOMHEAX (INCOME >£100k) 47 51 4.0 8.5%
NATIONAINSURANGEONTRIBUTIONS 99 100 1.2 1.2%
EXCISBUTIES 46 48 1.7 3.6%
CORPORATIANWX 43 45 2.1 5.0%
VAT 81 81 0.4 0.5%
BUSINESSATES 25 26 0.8 3.1%
COUNCITAX 25 25 0.2 0.8%
OTHER 79 82 2.6 3.3%
Expenditures 698 672 -26 -3.7%
Revenues 548 563 15 2.8%
Deficit 150 109 -41

% Expenditure Reductions 62%

% Revenue Increases 38%
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Results by Deficit Cutting Scenario

Averages used*

A Participants say that any deficit reduction should be comprised
of both spending cuts and tax increases.

_ £25breduction | £50b reduction| £75b reduction

Expenditures Cut -2.2% -4.4% -6.5%
Percentage

Revenudncrease +1.7% +3.5% +5.4%
Percentage

% Expenditur€&uts 63% 62% 61%

% Revenuéncreases 37% 38% 39%

A The mix of spending cuts and revenue increases does not vary
significantly as a function of the size of deficit reduction.

* Results are very similar if medians are used instead of averages

WSRAZOAY I GKS . dzR3ISG Eénfdendal idfofmatiok. SNotitoe fefiro8u@ed withauSpériission from International Planning & Research Corp., March 2011 6



Deficit Cutting Mix by Scenario

%Revenue Increase and %Expenditure cuscbyario

M Revenueincrease W Expenditures Cut
£25b reduction

£50b reduction

-4.4%

£75b reduction
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Changes by Budget Category by Scenarit

Expenditures Revenues
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Results by Party Affiliation

A Preferenceslo differ by party affiliation. Conservatives want
more of the deficit reduction funded via expenditure cuts, but
they also support revenue increases. Labour prefers larger
revenue increases and smaller expenditure cuts.Dieimg)
preferences lie in the middle, closerftol 0 2tdaNXiagse of
their Coalition partners.

£50b scenario Labour LibDem Conservative
(n=659) (n=166) (n=528)

Expenditures -4.0% -4.3% -5.0%
Revenues 4.0% 3.7% 2.8%
% Expenditures 56% 60% 69%
% Revenues A4% 40% 31%
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Results by Party Affiliation:

Funding the Deficit Reduction
A Preferenceslo differ by party affiliation

£50b scenario

Labour Lib Dem Conservative
4.0%

3.0%
2.0%
1.0%
0.0%
-1.0%
-2.0%
-3.0%
-4.0%
-5.0%

M Expenditures M Revenues
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Expenditure Changes by Party Affiliation

£50b scenario

0%
-1%
c
S 2%
S
3 3%
&
4%
5
- -5%
g
S 6%
3
w 7%
e PUBLIC
SOCIAL HO/:J[\?[;NG INDUSTRY PERSONAL ORDER
DEFENCE TRANSPORT HEALTH
OTHER PROTECTION ENVIRON- AGRO AND SOCIAL AND EDUCATION
MENT EMPLOY SERVICES SAFETY
M Labour -7.0% -4.9% -6.0% -4.9% -4.9% -4.5% -3.4% -4.1% -2.6% -2.2%
M Lib Dem -7.2% -5.6% -7.2% -4.7% -5.8% -4.2% -3.3% -4.5% -2.5% -2.2%
M Conservative |  -7.2% -7.4% -4.3% -6.0% -4.8% -4.0% -5.3% -3.5% -3.7% -2.9%
M Total -7.4% -5.9% -5.6% -5.2% -5.0% -4.4% -4.2% -3.8% -3.1% -2.5%
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Revenue Changes by Party Affiliation

£50b scenario

12%
10%
c
2
e
Q 8%
=
e
Q
@ 6%
Q
-
=
S 4%
c
o
% 2%
B h La
» 15 ]
° INCOME INCOME INCOME
TAX  |cORPORATION|  TAX EXCISE orHER | BUSINESS I;'?J'R%ACLE COUNCIL i TAX
(INCOME TAX (INCOME DUTIES RATES CONTRIB TAX (INCOME
>£100k) £30-100k) ' <£30k)
MW Labour 10.0% 6.6% 5.3% 4.9% 5.1% 5.0% 2.0% 1.7% 1.2% 1.3%
M Lib Dem 10.0% 6.1% 5.1% 5.0% 5.4% 4.6% 1.3% 1.2% 0.6% 0.2%
m Conservative 7.2% 4.3% “ 3.6% 4.0% 3.2% 2.7% 1.6% 1.1% 1.1% 0.2%
W Total 8.9% 5.8% 4.6% 4.5% 4.4% 4.2% 1.6% 1.3% 1.0% 0.6%
GKS . dzR3ISG  Ténfidendal ififofmatiok. SNotttahe fefirofi@ed withauSpéraission from International Planning & Research Corp., March 20122



Other Issues Addressed

A Party loyalty

A What to do if the economy falters

A Student university fees

A Number of government employees/civil servant
A Pay and pensions of public sector employees
A Housing benefits

A Foreign aid

A Child benefits

*See appendix for detalls.
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Party Loyalty & Economy

Party loyalty oLib Dem supporters lose faith

(7) Of people who deem themselves affiliated to a particular party, there is
a high degree of loyalty among Conservatives and Labour. 75% and 80%
respectively would vote for their own party in an election held
tomorrow . Only 45% of Lib Dems would stay loyal to their party, while,
if an election were held tomorrow, 20% would vote Labour , 1%
Conservative, and 22% wouldn't vote at all.

General consensus dslow reduction program if economy falters

(8) The People believe that if the economy falters badly the reduction
programme should be slowed (47 %). The alternative of introducing
oemergencyo temporary taxes to fund
and create employment is significantly more appealing to Conservatives
(36% of them) than to Labour (27 %). Again Lib Dems are closer to
Labour (29%) in preferences .
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Participants by party, and party most likely to support if
ASYSNIf St SOUA2Y 6SNE

If an election were held tomorrow, which part would you vote for?

Party identified with
Labour Lib Dem |[Conservativi Others Dot e Total
None

Percent ofTotal 32% 12% 29% 3% 24% 100%
Would vote for Share
Labour 2% 10% 18% 34%
Lib Dem 3% 3% 6% 8%
Conservative 5% 7% 18% 28%

Others 4% 6% 18%

Don't know/ o @ .
Would not vote % ‘ 11%
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What if the economy falters?

Don't know Total Slow the Conservative Slow the
13% deficit Don't know deficit
reduction 12% reduction

47% Neither
15%

Neither
11%

37%

Add

Add emergency

emergency measures
measures 36%
29%
] Slow the Don't know
LibDem deficit 10% Labour
Don't know reduction .
18% a5 Neither

6%

Neither
8%
Slow the
Add Add t:jefittzit
reduction
emergency emergency ey
measures measures

299 27%
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University Fees &
Government Employees & Their Pay/Pensic

University fees 90 Conservatives stand alone

(9) Conservatives are alone in thinking university fees should be increased
(48%). Only about 17% of Labour and Lib Dems support an increase.
The People believe that the fees should remain unchanged (43%) -
Labour 50%, Lib Dems 52%, Conservatives 34%.

Cut number of government employees but guard their pay and pensions

(10) The People believe the number of government employees and civil
servants should be reduced (78%) dalmost certainly meaning non -front
line employees. While The People believe the pay and pensions of
these employees should remain as they are (48%), Conservatives
believe they should be reduced (58%). Labour and Lib Dems are clear
that these should remain unchanged (57% and 60% respectively).
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Increased
30%

Don't

6%

Total

4%

Keptthe
same Increased

Reduced Don't

21% Know Conservative

Reduced
14%

Keptthe

same
43% 48% 34%
Don't ; : Reduced Don't Reduced
now Lib Dem 4% Know Labour 279
Increased 6% Increased
18% 17%
Keptthe Kept the
same same
52% 50%
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Don't

Total

Increased
2%

Keptthe
same
16%
Reduced
78%

Increased_ Conservative Don't
1% know
3%

Kept the
same
8%

Increased . Lib Dem  Don't
3% know

Keptthe
same

14%
Reduced

80%

Labour
Increased

2%

Keptthe
same
21%

73%
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Total Dont

know
Increased

7%

Reduced

Conservative P°ont

know

Increased 3%
3%

40%
Kept the
Kept the same Reduced
same 36% 538%
48%
Increased Lib Dem  Don't Labour Don't
8% know Reduced Increased
3% 29% 10%
Reduced
30%
Kept the
Kept the same
same 579

60%
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Housing Benefits, Foreign Aid, Child Benef

Reduce Housing benefits

(11) The People want to reduce housing benefits (61%), with Conservatives
most strongly in favour (79 %). Only 49% of Labour prefer to reduce the
benefits. Again Lib Dem preferences (59%) are between the two major
parties but nearer to Labour.

Cut Foreign aid

(12) There is widespread support for reducing Foreign aid (86%). 93% of
Conservatives would choose this, 84% of Labour and 79% of Lib Dems d
more evidence of the differences between the coalition parties.

Means test child benefits

(13) Child benefits should be means tested (76%). Lib Dems are the most
strongly in favour of means testing (87%). Only 70% of Labour support
the policy. At 78%, Conservative su
average.
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Total Don't Conservative P°"t
Increased know know
3% 5% Increased 4%
1%
Keptthe
same
16%
Kept the
same Reduced Reduced
31% 61% 79%
29, know 59,
2% 4%

Keptthe
same Reduced Kept the Reduced
37% 599, same 49%

42%
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Total Don't
Increased know

2% 2%

Don't
know
1%

Increased Conservative
1%

Kept the
Keptthe o
same oo
10%
Reduced Reduced
86% 93%
Increased

Lib Dem Don't
2%

Keptthe
same
18%

Reduced
79%

Labour Don't
Increased

2%

Kept the
same
12%

Reduced
84%
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Do you think child benefits should be means tested?

Don't Total Pon't  Conservative
know know

6% 5%

No
No
0,
18% 17%
;(g; Yes
? 78%
- Don't
Lib Dem Don't Labour
Know know
No
11%
No
23%

Yes

Yes 70%

87%
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Comparison of HM Budget (March 2011) and
+20SNBEQ . dzZRISU oLt w

Voters prefer a larger deficit reduction in 2011 -12

(14) The People (Votersd Budget) want a
2011-12 compared to the A24b reduction ca
March 2011 Budget. Voters prefer a 3.7% reduction in expenditures

compared with the 2.4% reduction in the Government Budget.

Voters' Budger
Actualt D2@2Q0 1. dzR 3/6térs' Budget D2@Q0 . |dzF
201011 | 201112 Change| 201112 Change 201112
Nominal GDP (£ billion) 1473 1544 4.8% 1544 4.8%
Budget, Percent of Nominal GDP:
Total managed expenditure 47.1% 46.0% -2.4% 45.4% -3.7% -1.3%
Public sector current receipts 37.2% 38.1% 2.4% 38.3% 2.8% 0.4%
Public sector net borrowing 9.9% 7.9% 7.1%
Budget (£ billion)
Total managed expenditure 694 710 16 701 7 -9
Public sector current receipts 549 589 40 591 43 2
Public sector net borrowing 146 122 (24) 110 (-36) 12

1HM Treasury Budget 2011, HC 836, March 2011
2"Reducing the Budget Deficit: The People's View", IPR Corporation, March 2011
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Comparison of HM Budget (March 2011) and

% ~ — N ’
+Z2U0SNRQ . dzRIASU oLt w
Voters prefer a larger cut in spending on social projection
(15) The People (Votersod6 Budget) prefe
be A9b |l ess than what is included in t
Voters' Budger;
Total Managed Expenditures Actualt D2@23Q0 2. gzR/&s8siBudget D2@QG .|dzR3
(£ billion) 201011 | 201112 Shares| 201112 Shares 201112
Social Protection 194 200 | 28.2%| 191 | 27.2% (9)
Personal Social Services 32 32 4.5% 32 4.6% 0
Health 122 126 17.7% 124 17.7% -2
Transport 22 23 3.2% 22 3.1% -1
Education 89 89 12.5% 90 12.9% 1
Defence 40 40 5.6% 39 5.6% -1
Industry, Agriculture, and 20 20 2 8% 20 2 8% 0
Employment
Housing and Environment 27 24 3.4% 27 3.8% 3
Public Order and Safety 35 33 4.6% 35 5.0% 2
Other 73 73 10.3% 71 10.1% -2
Debt Interest 44 50 7.0% 50 7.1% 0
TOTAL EXPENDITURES 698 710 100% 701 100% -9

1HM Treasury Budget 2010, HC 61, June 20HM Treasury Budget 2011, HC 836, March 2011
3"Reducing the Budget Deficit: The People's View", IPR Corporation, March 2011

GKS . dzR3ASG
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Comparison of HM Budget (March 2011) and
+2 0SNAQ

There is very little difference between the Voters and the Government on

. dzR3I S

OLt w

t he mix of Revenuese
Public Sector CurrerReceipts o, Voters"Bud,get;
Actual D 2 ZBQdget Voters' Budget D 2 ZBQdget
(£ billion) 201011 | 201312  Shares| 201112  Shares 201112
Income Tax 150 158 26.8% 159 27.8% 1
National Insurance Contributions 99 101 17.1% 102 17.8% 1
Excise Duties 46 46 7.8% 49 8.5% 3
Corporation Tax 43 48 8.1% 46 8.0% -2
VAT (Ring Fenced in Govt Budget 81 100 17.0% 100 14.4% 0
Business Rates 25 25 4.2% 26 4.6% 1
Council Tax 25 26 4.4% 26 4.5% 0
Other 79 85 14.4% 83 14.5% -2
TOTAL RECEIPTS 548 589 100% 591 100% 2

1HM Treasury Budget 2010, HC 61, June 20HM Treasury Budget 2011, HC 836, March 2011
3"Reducing the Budget Deficit: The People's View", IPR Corporation, March 2011
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Adjustments Made for Comparison

Wel R2dza 0 SR GKS omnmo RST AreshlingfrbiddridzO
budget survey to make it comparakliethe HM budgetof 23 March 2011.;

1. We adjusted the 20101 baseline total spending anadtal revenuedo account for
GY2NXYIF ¢ ANRPOGGKI dza Ay I (4iSkbsedin theSHMB@RIyeh v

2. We applied the total spending percent chang& 7%) and the total revenue percent
OKIFy3aS o0bH®dy:20 FTNRBY 2dzNJ aLIS2 L) SQa 0 dzR
adjusted total spending and adjusted total revenue

3. We aligned and froze debt interest (E50b) and VAT revenue (£100hg with the
March HMbudget. VAT revenue in the HM budget increased from £81b in 201
£100b in 201112, reflecting the tax increase dan 2011 Survey respondentsere
aware of thigncrease and we interpret their selections as reflecting a collective
preference to freeze VAT even though we used the\phd increase 20101 budget
as a baseline.

~ N~ N ~ Ve

overall adjusted spending level described in step 2
5. We appliedthedt S2 L)t SOANB@BRAGEE YAEZ SEOf dzRA Y =
overall adjusted revenue level described in step 2

wSRdzOAYy3 (GKS . dzRAIS( Eéhiidendal idfafmatiok. SNottitah# refirofieed withauSpéreission from International Planning & Research Corp., March 2012
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Tax versus Spendingsummary by scenario & party

£50b Deficit Reduction — preferences by scenario While tax increases are likely to be

£40

£20

£0
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B Tax Increases M Spending Cuts

£50b Deficit Reduction — preferences by party

Labour Lib Dems Conservative

£40

£20

£0

-£20

B Tax Increases M Spending Cuts

-£40 -

unpopular, the public prefers some tax
increases for deficit reduction.
In every scenario examined this is the case,
as tax increases contribute less than 40% to
the total deficit reduction.In the first
scenario £25B), 64% of this deficit
reduction would come from a decrease in
spending and only 36% would come from an
increase in revenuedn political party terms
in the £50 billion scenario the data show
A Labour voters prefer the highest tax
contribution (44%) ,
A Lib Dems an intermediate contribution
(40%),
A Conservatives the lowest tax
contribution (30%).
Lower income voters prefer a higher tax
contribution (primarily at the expense of
higher income tax payers) while high income
voters prefer cutting benefits for the poor
rather than increasing taxes.
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Composition of Preferred Tax & Spendigdpy scenario

Tax Increases - by scenario

= Incometax (Income  VVNat happens when the speed of

100% -
<=£100,000) deficit reduction is increased?
o M Income tax (Income
80% - >£1po,000)
_— % Nationallnsurance  Tha pyblic prefer to guard Health and
VAT Education from major cuts though
40% - B Corporation Tax U K S é I N\B R S -'F }\ y }\ U S f i
20% - B Other Receipts
0% . |
2010-11 £25BDeficit £50B Deficit £75B Deficit Seending Cuts - by scenario
Budget Reduction Reduction Reduction -

: : 80% - 42%
The consensus preference is to hit the s,ciaiprotection
rich the hardest with considerably 60% - i

; B Health 5% 9
higher taxes. 8%
© Education 40% -

The public also prefers to raise funds m pefence 20% - a1%
by taxing corporations and middle .
income earners. 0% '

2010-11  £25BDeficit £50B Deficit £75B Deficit
Budget Reduction  Reduction Reduction
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Composition of Preferred Tax & Spendiqdpy party

Tax Increases - by party (E50B scenario)

0, —
100% ® Income tax (Income

<=£100,000)
M [ncome tax (Income

>£100,000)
W National Insurance

80% -

60% -
B VAT
40% -
B Corporation Tax

20% - ® Other Receipts

0%

2010-11 Labour Lib Dem Conservative
Budget

Interestingly enough, the Coalition 80%
member preferences show some
significant differences when considering™ >ocial Protection 6%

either tax or spending. M Health 2o
= Education
Lib Dem and Labour supporter aiticten 20%

preferences tend to be closer in most
categories than those of the Lib Dem an
Conservative supporters.

(lether 0%

The survey data reveal some particularly
interesting differences among the major
political party supporters.

Will the Chancellor aim for a budget
between Conservative and Lib Dem
preferences or one that is consistent with
those of all voters?

Spending Cuts - by party (E50B scenario)

2010-11 Labour LibDem Conservative
Budget
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Key to percentage diagrams

Percentages of voters (by Party) preferring the indicated range of cuts or increases

Category of expenditure cut or revenue increase
Deficit reduction scenario

25% 65% 8%

N

. +1%ormore 0% to -5% -5% to -10% -10% to -20%

Percentage expenditure cut or revenue increase

Party 6

For example this diagram shows

A2% prefer an increase of greater than +1%
A25% prefer a change between 0% aBélo
A65% prefer a change betweeb% and-10%
A8% prefer a change betweeh0% and20%

¢ KS t S2 L réfarsito thedydtirdab£41B budget derived from combining preferenc
data for all respondents surveyed
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Expenditures: Total Spending Cuts

£25B deficit reduction £50B reduction £75B reduction
Labour 6% 01% %1% 3%  67% 20% 2% |2%25% 65% 8%
Lib Dems m 88% 3% 2% IZ% 61% 36% 2% 0% 19% 67% 14%
Conservative | [B5% 02% 1% 4% 2% 46% 49% 2% 0%11%  72% 17%
TOTAL I% 91% 3% 1% IZ% 58% 38% 2% 1% 19% 68% 13%

B ocox vl | -iowrozo

At the slowest rate of deficit reduction, the £25B scenario, all parties favor moderate
cuts in spending.

As the speed of reduction increases, the Conservative preference for cuts far outstrips
that of their Coalition partner, the Lib Dems, as well as that of Labour.

Conservative supporters are, by far, the most willing to cut government expenditures
substantially.
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How does party allegiance affect attitudes toward tax increases? Even when the amol
of cash needed to be raised also increases?

Not surprisingly, Conservatives are the most reluctant to increase taxes, but even they
have to raise taxes if they want to eliminate the deficit over two years. They do so in
perhaps unexpectedly high numbers.

Labour preferences lie with moderate tax increases except in the most extreme scenar
where they call fokarger tax hikes.

Lib Dem preferences lie between those of Labour and the Conservatives.
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