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EUROPE’S economic malaise could 
trigger more riots and civil unrest 
across the continent, a top insurance 
executive has warned.

Clarisse Kopff, a board member at 
global reinsurance giant Munich Re, 
said “social tensions” were already 
increasing as European economic 
growth struggled to keep pace with the 
US and China. “This will put pressure 
on the purchasing power of European 
citizens. This might fuel more riots, 
more civil commotions,” she said.

The International Monetary Fund 
(IMF) this week forecast growth of 
2.1pc for the US next year, and 4.2pc for 
China. In continental Europe, Spain will 
be the only major economy to post more 
than 1pc growth, with France and Ger-
many languishing on 0.9pc and Italy on 
0.8pc. The forecast for the UK is 1.3pc.

In France, the in� ation rate of 1.2pc is 
outpacing GDP growth and eroding the 
value of this year’s 2pc average wage 
increases. Frustration at the paralysed 
government’s failure to grip France’s 
economic challenges has spilt into the 
streets. Hundreds of thousands of 
 people joined protests in mid-Septem-
ber, and most major services and indus-
tries were crippled by strikes.

This week, French farmers and their 
tractors blocked streets around the 

Europe’s weak economy ‘risks fuelling riots’
A demonstration 
by farmers and 
wine growers in 
Carcassonne, 
south-west France, 
to protest against 
a tax on 
undeveloped land

 Ei� el Tower to protest against the EU’s 
proposed trade deal with the Mercosur 
countries of Latin America. 

In the Netherlands, arrests and 
 violence have marred anti-immigration 
protests in the past week. 

The European Commission expects 
1.2pc growth in the Netherlands next 
year, but inflation is running at more 
than 3pc. There have also been anti -
austerity protests in Belgium, and 
 countries such as Germany, Italy, Aus-
tria and Spain have been rocked by 
large pro-Palestinian rallies and strikes. 

“For several years now, we have been 
warning of a fundamental upward 
trend in political risk due to an excep-
tional electoral calendar, persistent 
social frustrations and intensifying 
 geopolitical rivalries,” trade credit 
insurer Coface said.

Coface cited Austria and France as 
“experiencing worsening trends” in 
political risk. Ruben Nizard, Coface’s 
head of political risk, said the growing 
uncertainty was fuelled by “social 
 discontent”, in turn driven by slower 
growth and rising prices.
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IF YOU consider yourself � nancially 
comfortable, then you have reason to 
fear the Budget on Nov 26.

The Chancellor must plug a � scal 
black hole estimated to be worth 
anywhere between £25bn and £50bn, 
and the Government has repeatedly said 
that those with the “broadest shoulders” 
should bear the brunt of tax rises.

But Rachel Reeves has already pulled 
some of the most obvious levers at her 
disposal. In last year’s Budget, she 
scrapped inheritance tax reliefs, 
increased capital gains tax and did away 
with tax breaks for non-doms. This has 
left her with fewer options for wealth 
raids that will generate meaningful 
sums. A growing number of economists 
are suggesting Labour breaks its 
pre-election manifesto to “not increase 
taxes on working people”. The Institute 
for Government, funded by Labour 
donor Lord Sainsbury of Turville’s 
Gatsby Foundation, said tax rises should 
“fall on those with average incomes”.

The Government is also under 
pressure to turbocharge economic 
growth – and piling more tax rises on 
higher earners could hit their incentive 
to work. This is crucial for revenues: 
today, the top 10pc of earners pay 60pc 
of the nation’s income tax bill, up from 
around 50pc in the 1990s. If work does 
not pay, then higher earners may choose 

How Reeves could � ll black hole 
with Middle England’s � nances
As Labour hunts for 
billions, even those 
on ‘comfortable’ 
incomes may feel the 
Treasury’s reach, By  
Charlotte Gi�ord

to work less, retire early or leave the 
country. Is there a middle way? The 
Telegraph asked tax experts how the 
Government could raise revenue 
without disproportionately a� ecting 
the wealthy.

Raise income tax
The easiest way to generate signi� cant 
revenue for the Treasury would be a 
one percentage point increase in the 
basic rate of income tax.

This would be an unpopular move, 
costing a worker earning the average 
full-time salary of £37,000 an extra 
£250 in tax a year. But it would raise at 
least £6.5bn annually, while keeping tax 
tinkering to a minimum.

Bill Dodwell, former tax director of 
the O�  ce of Tax Simpli� cation (OTS), 
says: “It would be best for the overall 
structure of the tax system to simply 
make a rate change.”

However, this would require 
breaking a manifesto pledge. Labour 
came to power after promising not to 
raise National Insurance (NI), income 
tax or VAT – the three largest sources of 
tax revenue. To keep its commitment, 
the Government may look to extend the 
freeze on tax thresholds instead.

Emily Rawson, of the Association of 
Taxation Technicians, a professional 
body, says: “Extending the freeze in the 
personal allowance and higher rate 
threshold beyond April 2028 is more 
likely, as this increases income tax 
revenues without putting up 
headline rates.”

Investment bank 
Morgan Stanley has 
estimated that 
extending the freeze 
on tax thresholds by 
another year would 
generate £7bn to 
£10bn for the 
Treasury per 
annum.

Not 
increasing the 
value of tax 
thresholds 
drags more 
workers 
into higher 
tax brackets as wages rise. Since the 
thresholds were � rst frozen by Rishi 
Sunak, chancellor at the time,  in 2022, 
the number of workers paying 40pc 
income tax has leapt 39pc from about 
� ve million to seven million, according 
to o�  cial � gures.

Ring-fenced taxes
The Government could introduce a new 
tax where the revenue is earmarked for 
a speci� c purpose. This is called a 

increasing cost.” Boris Johnson’s 1.25pc 
health and social care levy was designed 
for this purpose to fund the NHS as well 
as adult social care, which cost the UK 
£32bn in 2023-24. But the levy was 
cancelled in Liz Truss’s mini-Budget 
before it could be fully implemented.

Reform VAT
For years there have been calls to 
reform the UK’s complex Value Added 
Tax (VAT) system, which is riddled 
with exemptions. 

VAT is charged on goods and services 
at almost every stage in the supply 
chain, with the � nal cost borne by the 
consumer. Although the main rate is 
20pc, certain goods and services such 
as fuel qualify for 5pc VAT, while others 
such as food, books and children’s 
clothing are eligible for 0pc.

This has created a large number of 
anomalies. For example, pet 
dogs qualify for VAT but not 

rabbits – because they are 
edible. Having all these 

exemptions is also expensive: the 
IFS estimates that reduced-rate 
and zero-rate VAT will cost the 
Government £83bn in 2029-30.
However, while stripping back 

reduced and zero rate VAT could raise 
signi� cant sums for 

the Treasury’s co� ers, it would hit 
poorer households and could also harm 

work incentives.
Other think tanks have 

urged the Government to 
broaden the tax base 

by lowering the registration threshold 
for businesses. At £90,000, the UK’s 
VAT threshold is one of the highest in 
the OECD. Reducing it would lead to 
many more businesses needing to 
register for and charge VAT to their 
customers, as well as recover VAT on 
purchases.

In 2017, the OTS recommended 
cutting the VAT registration threshold 
from £85,000 to £43,000. At the time, 
the now-disbanded government agency 
– dedicated to simplifying the tax 
system – estimated this would a� ect 
between 400,000 and 600,000 
businesses and raise up to £1.5bn a year.

More recently, the Resolution 
Foundation, a think tank, has 
suggested lowering the threshold to 
£30,000 in order to generate £2bn. It 
could also remove an incentive for 
businesses to hold down or under-
report their turnover.

Sin taxes
Levies on goods and services 
considered harmful to society could be 
another way of raising funds. For 
example, the way the tax system works 
currently means many highly processed 
foods qualify for reduced or zero rate 
VAT. Cutting the number of qualifying 
items could increase tax revenue, while 
also lowering consumption of 
unhealthy foods and easing pressure on 
the NHS. However, this would need to 
be carefully thought through, says 
Etherington. “You have to be very 
careful with sin taxes because they can 
be regressive where you end up hitting 
the poorest the hardest. So it might help 
to make the tax hypothecated, with 
revenue spent on incentivising healthy 
eating, for example.”

Another potential target for Reeves is 
the gambling industry. Gambling is 
currently exempt from VAT. There are a 

range of other taxes on gambling, 
including a 21pc remote gaming 

duty, but critics argue they are 
not high enough.

The Institute for 
Public Policy 

Research has 
estimated that 
increasing 

existing taxes – for example 
pushing remote gaming duty up to 

50pc – could generate £3bn in revenue. 
But the industry warns higher prices 
could drive individuals towards illegal 
gambling sites.

Reform fuel duty
Fuel duty has been frozen since 2011, 
and increasing the rate by one 
percentage point could raise around 
£240m a year, according to 
government estimates.

However, with the growing adoption 
of electric vehicles, it might make sense 
to replace fuel duty altogether. 
Etherington says: “At some point you 
might be looking at a pay-per-mile tax.”

The Resolution Foundation think 
tank has suggested that taxing drivers 
per mile, alongside other reforms, could 
raise up to £20bn per year by 2040. 

But critics have pointed out that this 
system would be expensive to 
administer – and hugely unpopular 
with much of Middle England.

hypothecated tax. It is a common 
misconception that NI is hypothecated. 
While it is true that a portion of the 
revenue from NICs goes to the NHS 
and the rest to the National Insurance 
Fund – used to pay bene� ts 
– the fund is topped up 
with general taxation 
when needed and is 
used to pay down the 
national debt when it is 
in surplus.

For this reason, the 
Institute of Fiscal Studies 
(IFS) has described the 
separation between the fund and 
the general government account as 
“more or less meaningless”.

Chris Etherington, of accountancy 
� rm RSM, says: “We 
obviously have NI, 
which is an 
income tax in 
all but name, 
but we don’t 
have anything that is 
speci� cally 
ring-fenced for 
social care, 
which is 
going to be 
an 
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By James Warrington

STRUGGLING food giant Nestlé is to 
slash 16,000 jobs over the next two 
years as its new boss ramps up cost-cut-
ting e� orts.

The Swiss conglomerate, which owns 
brands including KitKat and San Pel-
legrino, said the cuts will include 12,000 
white-collar roles, driving savings of 
1bn Swiss francs (£940m).

A further 4,000 jobs will be cut as 
part of an ongoing overhaul in the 
group’s manufacturing facilities and 
supply chain.

It is not yet clear how many jobs in the 
UK will be a� ected. Nestlé has o�  ces in 
Gatwick, Welwyn and York, as well as a 
dozen factories across the country.

Shares in the Swiss-listed company 
jumped by more than 8pc as investors 
welcomed the overhaul.

The cuts, which represent about 6pc 
of Nestlé’s global workforce, mark the 
� rst shake-up by Philipp Navratil, who 

took over as chief executive last month 
after his predecessor Laurent Freixe 
was sacked for having an a� air with a 
junior colleague. The 63-year-old, who 
has not publicly commented on his 
departure, had been at the company for 
almost four decades, but had been chief 
executive for just a year when the scan-
dal emerged. His exit was followed just 
two weeks later by the surprise resigna-
tion of chairman Paul Bulcke.

Mr Navratil warned “the world is 
changing, and Nestlé needs to change 
faster” as he announced the company 
would ramp up its cost savings target to 
3bn Swiss francs by the end of 2027, up 
from 2.5bn previously.

He added: “This will include making 
hard but necessary decisions to reduce 
headcount over the next two years.”

Nestlé said it was seeking to improve 
efficiency, including through the 
increased use of automation.

Analysts at Barclays said the overhaul 
felt “like a big moment for Nestlé”. They 

added: “The new savings are the high-
light and hard cost savings are wel-
come, but we would still like to see it 
funding higher marketing spend.”

The job cuts come as Nestlé battles a 
slowdown in sales as the cost of living 
crisis prompts shoppers to either trim 
their household budgets or trade down 
to cheaper own-label ranges.

Mr Navratil, who has worked at the 
company since 2001 and most recently 
ran its Nespresso brand, has set out 
plans to restore growth through 
cost-cutting and investment in its most 
pro� table areas.

Analysts at Bernstein said the 
shake-up was “adding fuel to the turna-
round � re”.

Yesterday, Nestlé reported a 1.9pc 
decline in sales to 65.9bn Swiss francs 
for the � rst nine months of the year.

The company is also under pressure 
to sell o�  some of its portfolio of more 
than 2,000 brands to help pay down its 
ballooning debt pile.

Nestlé to cut 16,000  jobs as new 
boss swings axe amid falling sales

with Middle England’s � nances
to work less, retire early or leave the 
country. Is there a middle way? The 
Telegraph asked tax experts how the 
Government could raise revenue 
without disproportionately a� ecting 
the wealthy.

Raise income tax
The easiest way to generate signi� cant 
revenue for the Treasury would be a 
one percentage point increase in the 
basic rate of income tax.

This would be an unpopular move, 
costing a worker earning the average 
full-time salary of £37,000 an extra 
£250 in tax a year. But it would raise at 
least £6.5bn annually, while keeping tax 
tinkering to a minimum.

Bill Dodwell, former tax director of 
the O�  ce of Tax Simpli� cation (OTS), 
says: “It would be best for the overall 
structure of the tax system to simply 
make a rate change.”

However, this would require 
breaking a manifesto pledge. Labour 
came to power after promising not to 
raise National Insurance (NI), income 
tax or VAT – the three largest sources of 
tax revenue. To keep its commitment, 
the Government may look to extend the 
freeze on tax thresholds instead.

Emily Rawson, of the Association of 
Taxation Technicians, a professional 
body, says: “Extending the freeze in the 
personal allowance and higher rate 
threshold beyond April 2028 is more 
likely, as this increases income tax 
revenues without putting up 
headline rates.”

Investment bank 
Morgan Stanley has 
estimated that 
extending the freeze 
on tax thresholds by 
another year would 
generate £7bn to 
£10bn for the 
Treasury per 
annum.

increasing the 
value of tax 
thresholds 
drags more 
workers 
into higher 
tax brackets as wages rise. Since the 
thresholds were � rst frozen by Rishi 
Sunak, chancellor at the time,  in 2022, 
the number of workers paying 40pc 
income tax has leapt 39pc from about 
� ve million to seven million, according 
to o�  cial � gures.

Ring-fenced taxes
The Government could introduce a new 
tax where the revenue is earmarked for 
a speci� c purpose. This is called a 

For years there have been calls to 
reform the UK’s complex Value Added 
Tax (VAT) system, which is riddled 
with exemptions. 

VAT is charged on goods and services 
at almost every stage in the supply 
chain, with the � nal cost borne by the 
consumer. Although the main rate is 
20pc, certain goods and services such 
as fuel qualify for 5pc VAT, while others 
such as food, books and children’s 
clothing are eligible for 0pc.

This has created a large number of 
anomalies. For example, pet 
dogs qualify for VAT but not 

rabbits – because they are 
edible. Having all these 

exemptions is also expensive: the 
IFS estimates that reduced-rate 
and zero-rate VAT will cost the 
Government £83bn in 2029-30.
However, while stripping back 

reduced and zero rate VAT could raise 
signi� cant sums for 

the Treasury’s co� ers, it would hit 
poorer households and could also harm 

work incentives.
Other think tanks have 

urged the Government to 
broaden the tax base 

cutting the VAT registration threshold 
from £85,000 to £43,000. At the time, 
the now-disbanded government agency 
– dedicated to simplifying the tax 
system – estimated this would a� ect 
between 400,000 and 600,000 
businesses and raise up to £1.5bn a year.

More recently, the Resolution 
Foundation, a think tank, has 
suggested lowering the threshold to 
£30,000 in order to generate £2bn. It 
could also remove an incentive for 
businesses to hold down or under-
report their turnover.

Sin taxes
Levies on goods and services 
considered harmful to society could be 
another way of raising funds. For 
example, the way the tax system works 
currently means many highly processed 
foods qualify for reduced or zero rate 
VAT. Cutting the number of qualifying 
items could increase tax revenue, while 
also lowering consumption of 
unhealthy foods and easing pressure on 
the NHS. However, this would need to 
be carefully thought through, says 
Etherington. “You have to be very 
careful with sin taxes because they can 
be regressive where you end up hitting 
the poorest the hardest. So it might help 
to make the tax hypothecated, with 
revenue spent on incentivising healthy 
eating, for example.”

Another potential target for Reeves is 
the gambling industry. Gambling is 
currently exempt from VAT. There are a 

range of other taxes on gambling, 
including a 21pc remote gaming 

duty, but critics argue they are 
not high enough.

The Institute for 
Public Policy 

Research has 
estimated that 
increasing 

existing taxes – for example 
pushing remote gaming duty up to 

50pc – could generate £3bn in revenue. 
But the industry warns higher prices 
could drive individuals towards illegal 
gambling sites.

Reform fuel duty
Fuel duty has been frozen since 2011, 
and increasing the rate by one 
percentage point could raise around 
£240m a year, according to 
government estimates.

However, with the growing adoption 
of electric vehicles, it might make sense 
to replace fuel duty altogether. 
Etherington says: “At some point you 
might be looking at a pay-per-mile tax.”

The Resolution Foundation think 
tank has suggested that taxing drivers 
per mile, alongside other reforms, could 
raise up to £20bn per year by 2040. 

But critics have pointed out that this 
system would be expensive to 
administer – and hugely unpopular 
with much of Middle England.

hypothecated tax. It is a common 
misconception that NI is hypothecated. 
While it is true that a portion of the 
revenue from NICs goes to the NHS 
and the rest to the National Insurance 
Fund – used to pay bene� ts 
– the fund is topped up 
with general taxation 
when needed and is 
used to pay down the 
national debt when it is 
in surplus.

For this reason, the 
Institute of Fiscal Studies 
(IFS) has described the 
separation between the fund and 
the general government account as 
“more or less meaningless”.

Chris Etherington, of accountancy 
� rm RSM, says: “We 
obviously have NI, 
which is an 
income tax in 
all but name, 
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have anything that is 
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ring-fenced for 
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which is 
going to be 
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