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Kwasi Kwarteng is to unveil his debt-cutting plan almost a month earlier than planned in a bid to 

reassure jittery markets following weeks of economic turmoil. 

The chancellor will “rush forward” his statement and the release of forecasts from the Office for 

Budget Responsibility (OBR) to 31 October, said the Financial Times, as “he attempts to prove 

he can get a grip on the public finances and fill in a fiscal hole” left by £43bn of tax cuts. 

The plan – to be revealed before the Bank of England votes on whether to raise interest rates for 

an eighth time this year – is expected to include further “supply-side” reforms aimed at growing 

the UK economy. 

What is supply-side economics? 

The macroeconomic theory came to prominence in the 1980s under Margaret Thatcher in the UK 

and Ronald Reagan in the US, and is based on the idea that the supply of goods and services 

within the economy is a main driver of growth. 

Supply-side economics is similar to “trickle-down” economics, in which wealth benefits are felt 

by all classes. However, the latter is based on the idea that targeted tax cuts are more effective 

than the general tax cuts and deregulation at the core of supply-side economics. 

Such deregulation may include changes to rules on planning, childcare, immigration, agricultural 

productivity and digital infrastructure. Kwarteng’s plan is also expected to include further post-

Brexit loosening of regulation governing the UK’s financial services sector.Supply-side 

economics is visually represented in the so-called Laffer Curve, which charts the theoretical 

relationship between rates of taxation and government revenue. The curve was created by 

Reagan-era US economist Arthur Laffer, who argued that lowering tax rates boosts government 

revenue through higher economic growth. 

As Liz Truss and her allies have repeatedly stated, the key point is “growing the economic pie”, 

with the ultimate goal of benefitting everyone, rather than worrying about exactly how the pie is 

divided up. 

This theory has been challenged by a series of economists in recent years. A London School of 

Economics analysis of 18 OECD countries between 1970 and 2020 found that big tax cuts for the 

rich increased the share of national income earned by the top 1%, but had no significant effect on 

the wider economy in terms of unemployment or GDP per capita. 

What are the Truss government’s options? 
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Supply-side economics “used to have a bad name”, wrote economist Allison 

Schrager for Bloomberg. But “a more modern view” of the theory has won “converts on both the 

right and the left”, although “how to achieve it is dividing policymakers”. 

One policy that Kwarteng may consider could be relaxing Britain’s strict Sunday trading laws, 

“which increases convenience for the consumer by allowing larger superstores to stay open for 

longer, giving shoppers greater choice and encouraging them to make purchases”, said The 

Independent. 
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“But the downsides of such a step have to be taken into account too,” the news site continued. 

The measure “could eat into the tactical competitive advantage awarded to smaller shops and 

increase the likelihood of their larger retail rivals cannibalising trade and developing a 

monopoly”, which would leave customers “with fewer options and held hostage to flatlining 

prices”. 

The chancellor has already announced the introduction of new “investment zones” with greater 

tax reliefs and allowances and easier planning processes. Other reforms could include tax reliefs 

to companies developing low-carbon technologies; building new rail links between cities to 

encourage trade; and investing in a faster broadband network to support businesses. 

The “long-term success” of the government’s growth plan “now largely hinges on these supply 

reforms”, said Ryan Bourne, chair in public understanding of economics at the Cato Institute 

think tank, in an article for Conservative Home. These supply-side plans “have always been 

more important that the modest net tax cuts”, he added. 

Will it work? 

A “key problem” with Kwarteng’s plan is that “there seems less scope for a supply-side boost 

than in the early 1980s”, said MoneyWeek. 

The Times’s economics correspondent Arthi Nachiappan explained that “today the UK already 

boasts some of the lowest headline corporate tax rates among rich countries”. But these low taxes 

have “failed to generate substantive growth and productivity”, he added.  

Pundits are suggesting that, having already bowed to political pressure to abandon the scrapping 

of the top rate of tax, the government’s supply-side revolution may be dead in the water. 

Rather than stimulating the UK's economy, Truss’s first financial update as prime minister “very 

nearly killed it – and with it, perhaps, the notion that supply-side economics is a good fit for the 

challenges of the 21st century”, said Canada’s National Observer. 
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