Funding the Future

The fiscal headroom nonsense is being rolled out.
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The FT said in an email this morning, linked

to this article:

The Iran war has blown a near-£12bn hole in Britain’s public finances, according to FT
estimates, forcing chancellor John Healey to lean on Budget tax rises and spending cuts

to fund efforts to ease the cost of living.

Higher borrowing costs and rising inflation have probably cut the UK chancellor’s fiscal
room for manoeuvre from the £23.6bn forecast by the Office for Budget Responsibility

in March to about £12bn, according to the estimates.

The reduction in headroom means Healey could be forced to announce painful tax
increases and spending cuts in the Autumn Budget to retain the confidence of the bond
markets and pay for measures to ease the cost of living for households.

This is total nonsense. This infographic explains that:

Fiscal headroom

# Forecasts are guesses about the future
based an the best information available.

® Change assumpticns about growth, tax,
spending or interest rates and the
headroom changes

o £10 billien might become £3 billion
overnight.

# £7 billion has net disappeared
Only the colculation has changed.
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@ Change the rule and it changes again

» Governments hove changed their
fiscal rules mony times cver the
lost 30 years
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@ Government spending works differently

® The reality is that the UK goverrment ge
creates the pounds it spends.

® It does not have to find pounds from
tax or barrowing before it can spend.
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A,

sl e

What really limits government?

3 ;h: ::mmcqusstm is what we
'H

# Do we have enough people, skills,
buildings, machines, energy and
matural ressurces?

» [f these are FLJug used too much

ernending Y- Py



https://www.taxresearch.org.uk/Blog/2026/10/08/the-fiscal-headroom-nonsense-is-being-rolled-out/
https://www.ft.com/content/2cb13aed-f6bf-4f45-b906-fa1194405a0c?syn-25a6b1a6=1&amp;emailId=ec77cd19-a108-48ba-ac0b-4682332a495c&amp;segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22

What the FT is faithfully reporting is, then, total drivel. Fiscal headroom is a work of
fiction used to enforce austerity to create austerity:
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The real question is always:
Are the people, skills
and resources available?
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| think that one needs updating!

All of this happens within the context of fiscal rules:

Fiscal rules
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That's another one that looks like it needs revisiting. But the message is clear: we are
being told utter nonsense, and the FT happily reproduces it.

Why is the question to ask? Why all of this? What is this mechanism of control all for?

How to expand these images

Press CTRL or Command and the Plus (+) key on your keyboard to zoom in.
Press CTRL or Command and the 0 (zero) key together to restore the screen
to normal.

How to download this image

If you right-click the image, you should be given the option to download it to
your computer. So long as you do so without the intent to make a profit, you
may do so without further permission. Commercial use requires consent. But
if you just want to share it, do so with whoever and wherever you want. That
is the purpose of these infographics.

The image library

There is a library of these images. It is_available here, All downloads are free,
but donations help our work.

Al use

I wrote this infographic. | used Al to create the final image.
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