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The current Office for Budget Responsibility forecast is that the budget deficit will be
cleared by 2019. The basis on which they make this rash assumption is growing tax
receipts. I have offered this table analysing those receipts before, but it remains
relevant and is based on the March 2014 forecasts:

It is, of course, good news that employment is rising now.

It is bad news that almost half of employment growth is in marginal self employed
activity. I do not have the confidence of some that self employed earnings rise faster
than wages in a recovery: that may have once held true but the underlying trend of self
employed earnings is now inexorably down just as the trend in real earnings for most is
down.

In that case I cannot see how tax revenue growth is going to significantly exceed the
growth rate of the economy. It is obviously good news that more people are paying tax,
but the danger is that the long term Treasury forecast has been built on long term trend
data where overall income growth (largely fuelled by financial services) exceeded
economic growth. That's no longer true - especially as financial services employment is
now falling.

And if my suspicion is right then there is no way tax revenue will balance the
government's books by 2019 even if it could deliver the cuts it is promising. It just won't
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happen.

Someone needs to say it, and more than just me.
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