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Issues to be discussed

* The characteristics of SMEs

* Choice of corporate form

* Tax avoidance and evasion

* Special tax measures and incentives
* Transparency about costs

* Conclusions
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Many are called

* Discussion of SMEs tend to start with talk about
Importance of these firms for entrepreneurship
and employment and economic growth (the
motherhood and apple pie bit)
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Number of enterprises in the private sector (including public corporations and
nationalised bodies) by number of employees and legal status, UK, start 2005

1,084,705

@ Companies (including public corporations
and nationalised bodies)

515,555

2,741,780 B Partnerships

0O Sole proprietorships
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Employment in the private sector (including public corporations and nationalised

2,259,000

bodies) by number of employees and legal status, UK, start 2005 (/1000)

3,727,000

@ Companies (including public corporations and
nationalised bodies)

B Partnerships

16,145,000
0O Sole proprietorships
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Turnover in the private sector (including public corporations and nationalised
bodies) by number of employees and legal status, UK, start 2005 (£'s million)

174,406

129,705

@ Companies (including public corporations and
nationalised bodies)

B Partnerships

O Sole proprietorships

2,143,533
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Statistics on "small" businesses in the UK in 2005, by legal form

Number (%) with fewer Number (%) with
All than 10 employees no employees
1,084,705 934,240 418,950
Incorporated (companies) (86) (39)
Unincorporated 3,257,335 3,214,290 2,743,650
(99) (84)
Partnerships (including LLPS) 515,555 487,110 323,345
(94) (63)
Sole Proprietorships 2,741,780 2,727,180 2,420,305
(99) (88)
Total 4,342,040 4,148,530 3,162,600
(96) (73)
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Number of enterprises and employment in the private sector by number of employees
and legal status , UK, 2005
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Percent surviving

Percentage of enterprises surviving one year and three years afterﬁ
registration, UK, 1995-2004
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But few are chosen

* The number of SMES that are important for economic growth and job
creation is of much smaller magnitude.

* Typically - Most small firms do not grow

- Less than 4% of SMEs create around 50% of the jobs in
small firms

- Most do not survive a decade and create few additional
jobs over and above those with which they started

- Technologically advanced or innovative SMEs are very
rare beasts

- And therefore hard (impossible?) to find and target the

economically important SMEs ex ante
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Policy Rationales for supporting SMEs

™

Market failure — adverse selection, information costs, etc. Hard to distinguish genuine market failure

from the market working and weeding out bad deals.

Capital or equity gaps are difficult to define and measure because we cannot get at the
counterfactual of what the “state of the world” would otherwise have emerged. EC state aid risk
capital (SARC) guidelines put the upper bound of the equity gap at €1.5million. The UK’s Enterprise
Capital Funds and tax-advantaged venture capital schemes (Enterprise Investment Scheme,
Venture Capital Trusts, and Corporate Venturing Scheme) have a £2 million fundraising limit per

year.

Structural features — Admin burdens (e.g. first employee), complexity (e.g. incurring professional
fees), and “cliff edges” of targeted SME tax incentives. A mixture of the unavoidable and the
inevitable if you want to target assistance at SMEs. Aim should be for burdens and complexity to be

minimised and proportionate.
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The Choice of Legal Form

1. Employment - wages
[IT, NICs (class I)]
2. Self-employment - wages =~ profits

[

3. Incor

"<, NICs, (class Il and V)]
porated - wages, dividends

[

", NICs (class I), CT]
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Stylised Flow to Incorporation ﬂ

Employment
Ko

Self-employment 1= === |ncorporated

Tax-motivated incorporation (TMI)
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Policy Responses

Employment . .
PIoY MPSC legislation

Self-employment 00O . — Incorporated

Level up tax rates
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Thousands

Annual Incorporations and Dissolutions - Tax Year Ending
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Distortions to Employment vs. Self-
Employment

* Lower National Insurance (lower rates) and more allowable expenses (narrower tax

base) mean the UK tax system can encourage employees to become self-employed.

* Lower National Insurance only partly reflects less generous entitlements to state
benefits for the self-employed. This is because the UK tax system implicitly makes
allowance for the fact that self-employed income is the product of both capital and

labour and the rates of tax on capital are lower than for labour.

* In theory, the existence of preferential tax treatment for some savings and investment
vehicles should only have a negative marginal effect on SME creation. However, this
will depend on the relative post-tax rates of return, the capital intensity of the business

start-up and who owns the capital.
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Tax Distortions to Unincorporated vs.
Incorporated Business

* Ifthe combined corporate and dividend tax rates payable by the incorporated are lower than the
combined income tax and National Insurance payable by the self-employed, then so-called tax-

motivated incorporation will occur.

* Incorporation in the UK is very cheap (£20), it is available on-line, and there are no capital
adequacy requirements to restrict the use of companies. It is so cheap and straightforward to
incorporate here that we have seen sizeable numbers of foreign businesses registering as UK

limited companies.

* Successive Governments have tried to encourage greater investment through low rates of tax for
small companies. However, this can be taken advantage of by people incorporating with the aim of

reducing their tax and National Insurance liability by extracting labour income as dividends.
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Tax Avoidance or Legitimate Business
Choice

* In the UK, tax-motivated incorporation became
particularly apparent following the introduction of
a 0% corporation tax band for the first £10,000 of
profit in 2002-03. This was withdrawn after 3
years (2005-06).

* The latest Budget went further. The Chancellor of
the Exchequer announced a phased increase In
the small companies rate of corporation tax to
20% in 2007-08, to 21% in 2008-09, and 22% in
2009-10,
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Average Tax Rate by Legal Form (1)

Average Tax Rates for an individual earning £15,000 depending on their status
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SME Tax Evasion ﬁ

* Considerations contributing to SME tax evasion are the ability to
under report income (e.g. cash-in-hand) and over report business
expenses (e.g. personal consumption of business assets).

* Measures to reduce tax evasion — targeted and random enquiry
programmes (both direct yield and deterrence effects), providing
Information in a customer focussed way to reduce error, (different
channels, website, help lines, etc), and tax evasion hotlines. Trade-
offs: enquiries impose a high compliance burden so need to be
targeted and proportionate to risk.
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Awareness of Special Tax Incentives Amongst Small

Firms: Recent Survey Evidence

* Survey carried out in July 2006 by PWC

* Awareness levels for incentives and reliefs

limited. Average across nine named schemes of
41%

* Usage levels are low - average across schemes
looked at was 11%

* If first year allowances on capital assets is
excluded usage drops to 7%
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Awareness of Special Tax Incentives Amongst Small

Firms: Recent Survey Evidence

* Highest awareness (64%) was for first year
allowances and R&D tax credits (57%)

* Lowest was 14% for corporate venturing

* A third of companies for whom R&D tax credits
were relevant did not claim them as the process
was perceived to be too difficult.

* Incentives don’t appear to influence business
decisions in most cases even where used, e.qg.
only 24% influenced by capital allowances.
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Survey Results: Comparison of nine
Incentives and reliefs available to SMEs

Incentive Awarenes | Overall Aware but not | Used and
s (%) usage (%) | used- believed | influenced
irrelevant business
decisions (%)

FY As for capital assets 64 48 19 24

Tax deductions for 59 11 65 39

employee share schemes

R&D tax credits 57 9 59 21

EIS and VCT 52 6 74 50

Capital Allowances on 45 10 55 23

green technologies, flats
over shops and
contaminated land
Taper relief on sale of 45 8 69 40
shares
Enterprise Management 18 3 73 ----
incentives scheme (share
options)

Ability to sell subsidiaries | 18 5 66 32
tax free (SSE)
Corporate venturing 14 1 4 T [
scheme
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Why don’t SMEs use reliefs available? ﬁ

* Mainly because not relevant but:

* Perception that they are difficult to claim with
detailed and complex criteria (which generally
exist to deal with avoidance issues)

* Uncertainty as to whether claim would succeed

* | ots of SMEs unaware of their existence so

guestions over communication strategy used by
government

@ HM Revenue
& Customs



™

Experience of Targeted Tax Relief for
SMEs

* Incentives are often trying to target qualitative factors such as being “growth orientated” and so high
deadweight use of the schemes is likely even with targeting rules. Targeting also creates “cliff
edges” and can require anti-fragmentation rules. Allowing businesses that are “too large” into a
scheme can mute the competitive gain the most needy users can derive from it (because barriers to

entry are hardly lowered), while pushing up deadweight, etc.

* UK uses tax measures targeted both at businesses (enhance capital allowances & SME R&DTC)
and investors to aid SME financing (venture capital schemes). There are none specifically targeted
at institutional investors, although these and experienced individual investors tend to advise the
business to exploit these incentives to aid growth and reduce the tax wedge on their expected rate

of return.

@ HM Revenue
& Customs



™

Targeted Tax relief continued.

* Reducing compliance burden on self-employed — Trade-off between
gathering enough information to assess risk and the compliance costs
imposed on the business. One difficulty with most exemption schemes (like
VAT exemption or possible simplifications that could be made to calculate
expenses in a formulaic way) is that their existence can raise compliance
costs for business as they recalculate each year whether it is worth being “in”
or “out”. So take-up can end up being driven by whether the business can

lower its tax bill, rather than simply reduce compliance costs.
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Counting the cost

* Estimating the Exchequer effects of tax measures is an integral part
of the tax policy making process. Tax costings are also an important
source of public information and they contribute to the transparency
of both the public finances and the tax system as required by the
Code of Fiscal Stability.

* HMRC analysts are responsible for estimating the Exchequer effects
of both actual and illustrative changes to the tax system together with
the costs of existing tax expenditures and reliefs. These estimates
are published in HM Treasury ( HMT ) Budget documents.
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Background w

* These estimates of revenue effects can be considered under three
headings;

* Costings of Government proposals to change the tax system which
are published in the Financial Statement & Budget Report ( FSBR)
and the Pre-Budget Report (PBR)

* The effects of a range of illustrative tax changes published in the °
Tax Ready Reckoner and Tax Reliefs ‘ at the time of the PBR

* Estimates of the cost of the main tax expenditures and tax reliefs
published in both the * Tax Ready Reckoner and Tax Reliefs ‘ and the

FSBR
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Background

* In principle the idea Is that the TE and other
Information released in the autumn Pre Budget
Report provides a basis on which others can
contribute to the debate about what policies to
adopt in the Budget that takes place the following

spring.
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Tax ready reckoner and tax reliefs

* The ' Tax ready reckoner and tax reliefs “ is
published each year by HMT at the time of the
PBR. It's aim is to provide the public with
costings Information on various options to
change the tax system together with the costs of
the principal tax expenditures and structural
reliefs. It contains the following tables in this
context:
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Published Tables : Potential Tax Change

* Table3 The costs of indexation for income tax allowances and limits, Child &

Working Tax Credits, inheritance tax and capital gains tax

* Table4 Direct effect of illustrative changes in income tax

* Table5 Direct effects of illustrative changes in other direct taxes & NICs

* Table6 Direct effects of illustrative changes in indirect taxes

* Table7 Estimated costs of principal tax expenditures and structural reliefs

@ HM Revenue
& Customs



™

Categorisng Tax Expenditure

* TEs categorised as either

— Tax Expenditures, e.qg. relief for savings In
Individual savings accounts (ISAS)

— Reliefs with Tax Expenditure and Structural
Components, e.g. age related allowances for
pensioners.

— Structural Reliefs,e.g. personal allowance for
Income tax.
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Tax expenditures and ready reckoners W

* Table 1.5 - Main tax expenditures and structural reliefs (PDF 20K) also also available

in Excel format (XLS 74K)

* Table 1.6 - Direct effects of illustrative tax changes (PDF 18K) also available in Excel
format (XLS 35K)

e Table B 1 - Minor tax expenditures and structural reliefs (PDF 16K) also available in

Excel format (XLS 60K)

* Table B.2 - Tax allowances and reliefs in force in 2005-06 or 2006-07 costs not known
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1.5

Estimatad coste of the principal tax sxpenditures and struchural rellsse

£ milion E millian
Tabed Casl 1or NEES SRR
200s-06 200e-07 200505 200607
Value added fax (12}
Incame tax Returds fo
Feelief far: Warthemn Ireland Sovemment bodles of WAT Incumed 300 350
Approved penslon schemes [2) 14,300 16,300 an nor-business purchases under the Saction 39
Share Incentiee Flan® 250 2E0 refund schams
Approved savings-related share schemes (37 120 140 Local suthanty-type bodles of VAT Incumed on 7150 7,750
Enzzrprizs Managemenl incentlves” 110 120 non-business purchases under the Sactizn 33 refund
Approved Company Share COplion Plans” 170 180 scneme (Includes nalional museums and galsnes
Personal Equity Plars® 450 475 under the Saclion 334 refung scheme]
Indreidual Savings Accounts 1,350 1625  Central Govemment, Heallh Awthorities and NHS Trusts 3,200 4,750
Wenture Capltal Trusts [£)° 325 T3 of VAT Incwmed on confracted-oul serdces under the
Enszrpriss Invesimeart Scheme (d)° 180 140 Sachon 44 (2 relund scheme
Professiana subscriptions - a0 £l
Rent-a-room” 100 100 Rellefs with Tax Expendifure and Structural Componsanbs
Sealarers’ Eamings Deduction 100 100 Incoms tax
Age-relatad allowancas (17) 2,400 2,400
Exempiian of: Reduced rase for savings [18) 200 10
First £20,000 of payments on termination of a0 300 Exemption of

amplayment” Brilish Sovemment secunies where owner not 1,230 1,230
Inferast an National Savings Cerificales 110 150 crdinarly residant in the United Eingdom *

Inciuding Index-inked canfcates” Child benent {Including one parent bensit) (19)° 1,080 1,130
Premilum Bord prizes” 170 200 Long-erm incapachy benem[1E) - 20 220
Income of chartes (5" 1,100 1,200 Indusirial disablement bensits" [11] g0
Fareign service allowance pald 1o Crown al a5 Attendance aliowance” 120 120

sarvants abroad Disability [ving alowance” 3E0 370
LHe 3ssurancs pramiums (for contrass made 55 50 wWar msablement benems” ED 70

priar i 14 March 1534) (6] WWar widows pension” 20 3

Peraonal Tax Credits(T) 4400 £,600 Corporation tax

Smal companies” reduced corporation tax rate (18,20) 3,970 4,500
Conporation Tax Starting rate of coporatian fax 430 0
F & D Tax Credis (3)° 440 450 Ewempbion for gales on substantal sharencldings 260 250
Incpme tax and corporation tax Incoma tax and corporation tax
Small budget fm 52 relef (37" 420 240 Caphtal alowances [(21)° 18,200 12,400
Large budget im tax refief (9)° 250 240 O which:

Flrs? year aliowances for SMEs ” 350 G20

Mational Insuranca Contriouticns Enhanced caphial alowances 'or ensrgy saving 170 130

Reeli=f for:

technoiogy
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Share Inceniiva Fian
Approved Eavings-related shane schemes”
Approved company share aption plans”

Emplover conTibations to approved pension schemes (10

Capltal galne tax
Exempiion of galrs arsing on dsposal of only or
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Inharitance fax
Ralaf for:
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SuEIness propeny”
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Value addad tax [12)
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Food
Construction of rew dwelings (Includes refunds o
O bullgers) *
Domesiic passenger ransport
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Enengy-saving materiaks
Women's sanilary profucts

Sfructural Rellsfs
Income tax
Personal alowance
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noiders’ fraction of profis”

Tornage 3 A concesslonarny tax regime for shipping

companies

Income tax and corporatlon tax
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220
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10,500
7,200

2,200
100
1,600
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220
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100
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Sateguard: a protection for refurn on capltal cost

Tarift receipts aliowancs

Exemiplion for gas soid to Briflsh Gas under
pre-July 1875 cantracts

Inheritance tax

4l rate band for chargeable Tansles not
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EI‘EI’I’IFﬂEﬂ of frans®ers on death o 5I]I'I.'|'|1I'l;
gpausas and clvll partners (25]

Stamp duty land fax
Swemplion of rans®ers of land and property where the
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exceeds £1.20,000 In 2005-D46, £1.25,000 In 2006-07
bt do=s not exceed £1500000(20)
Transers to charfties
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Translers to registered social landiords
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Deouinle taxation relisf (15)° 10,000 10,000 ‘value added tax (12)
Exemption of: (26]

Matlonal insuranca contributions Rent on gomestic owellings ~ 3,150 3,350
Confracted-out rebata oocupational senemes: Suppiles of commenzial property * 150 150
Fiabates deducted at soursa by amployers 7200 7500  Privale education” 200 300
Rebates pald by the Conlribulions Agency 200 200 Healih sernilces ” &50 alo
direct to the schemea Postal senices” 500 500
PesEonal ang stakenoioer penslans 15) 2400 2200  Bunialand eramation 100 100
Finance and nsurance” 3,550 4,200
Betfing and gaming and lotizry duties” 1,250 1,350
Small iraders below the tumaover lImit for VAT registration (200" coD aso

25E TQUIEE AT2 PaneJdEITy Erhanve and ELDJECT 1 & WA0E Margin of 2. Ta0Ie UpOaie APl aear

1] Costs are on an ascruals baslks unless otheralse EFEﬂﬂEﬂ and ‘."'..I'l:f' relle®s with an estmated cosl of & least £330 millon are ncllged. The cosis of tha PEFE-IZIFE| mcoms 3y
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Z) The baseline Tor calculation ks unapproved schemes. The figure IS the sum of the front-end relieT an coniributions plus the rellef on the Investment Income of Tunes, net of the
{m paid on current penslon payments. Relef on capial gains mads by funds |s not Inciuded, due 1o lack of Information about duratizn of hoidings. The fgure Inciudes the CET
eost of defamal relle! and exemipling gains from g,

%) Exciudes the cost of the tax-free bonus or Inferest recelvad under 3 SAYE conlract.

-1-] Thass 1gIJFEE-|I'l31LI{|E the OET cost as well 25 the ncoms 13 cos?

£) These Agures comprise the total sum pald to charZes, certain hentage bodles and museums, and sCIentic resaarch As60Ciations In respect of: &x credis on divsends pakd

Up 1o & Aprl 2004 {In the form of transiional reliel on diidends pakd from 6 Apell 1935 and income t3x deducied &t source from ofner Invesimsant income; basic rale @ relist
on payments under gesds of covenant and donations under the S Al scheme . Infomation ks not avalabie about Income recelved Dy these Dodies winoul desuction of 1ax,

and N alowance in the Sgures 15 made far this. The fgures a0 Include an estmans of the folowing relles received by donars: Rigner raie rellsf an covenanisd sums and
gonatians under Gt Al; baslc and higher rate relle! for donations of snares and real property; basic and higher rate reliel an donalions mads under the payroll gving schams.
£] Inziuding the cost of deductions at source for Non-Saxpayers

7] Thase fgures reprasent only ihe negative ax element of the tax credt paymenis. Megative tax s 1hat par of e credlt that ks k2ss than ar equal 12 the @x 13Dty of the family.
Payments exceeding this llabillly are reated 36 publc expendiure and are not Includzd in these Ngures.

£) Thase figures reprasent only the negative x element of RAD tax credlls. Negatve tax ks inat pan of the t5x relef fue to the enhancad sxpendiurs (L. amourts In excess of
100 per cent of the expendilure) which ofsels Iabilty o corparalion tae. Directly payable 13x credes are treated a5 public expendiurz and are not incluged In these figures. The
equivalent figuras for the public expendiure element of RED tax credis are £230 millien in 2305-06 and £230 milkon In 200E-D7.

&) The figures provided reprasent only the estimated cost of the t3x rellef and are on 3 recelpls basls. Thess figures Inciude substantial inown auwnidancs thal was closed doan
by art-avolkdance measures announcad at Tie 2004 Pre-Sudget Report.

10) Tz baselne for e caleulation s employer contrizulions 1o unaporoved penslon GChemes.

11) Calcuiated on the assumption that fhere would be no relef for galns when disposal procasds were applled to the purchase of another house. The CO5tE quobad do not
represent the yizid from aboilion of the reliel. Consequential efects on the housing market would subsiandaly reduce ihe yisid.

12) Some of hiege (3 expendiures and rele’s are mandatory or permitizd under the EC §th VAT Directlve and 50me are Senagations fram e Directive. Thess esimates ans
produced on & natonal accounts basls folloaing the agoption of the Eurapean System of Accounts In autumn 1938

13) Cosls exciude e Zero-rating of R2me appeanng higner in ihe 51 and the reduced rate on domestiz Tusl and power.

14) Tnie figures for all reguced-rats Hems are 2stimatas of the cost of e diference Detwasn the slandard rabe of VAT and the reguced rate of 5 psrocent.

15) Tnis figure ks Mustrathes only, showing the estimated cost to the Exchaguer of ine cument double tax rellets. It s based on provisional corporation 13 assessment data for
aCCouning pericgs ending in 2004-05 and 1he resulls of the 200£-15 Survey of Personal Incomes.

16) The data Tor these costs have been revised and updated.
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17) These Ngures rapresent the cosl of e exoess of e age-r2iatad persenal ANTWance over N2 comesponding allowances far non-aged taspavars. For 2005-08 and 2006-07
regpeciively they Include the cost of mamled couples allowancs (MCA) which accounts for £330 millian and £510 millan and the cost of maintenance payments rele which
accaunts for £1.3 milliom and £1.2 millon. The aged alowances Indude £33 milllon in 2005-08 and £43 million In 2005-07 for the cost of the higher age-related alowances for
those aged 75 and over.

18) These Ngures rapresent e diference Detwesn inS Easks rate of 22 per cenl and iNe Dasic [352 0N SaWiNgs INCOmS of 20 per cant.

19 The figures assume thak Chlid Bene s paid 1o the mather or lone father.

) The meshodalogy Tor thesa igures has been revised and updaed.

21) Thz figurzs for caphal allowances are on an accrials basis, net of balancing charges and refiect e cost In e year Invastment (3425 place. B2causs enhanced caplizl
allowanaas bning fonwand 13 reller Mom TUSUre ¥ears, mast of (e frsl w2ar cost will 02 o152t by Iower AI0Wances SIams (r the usurs.

72} The esiimated costs relale 1o gains of Individuals and trusteses anly. Company galrs are ot Included bacause of esImabion dffizulies.

33) Tnese estimales assume deferral raliel on ransfer of ass2is Debween spouses would be avalable.

24) The migures are rel of any consequentiial eect on corporation tax ang reprasent e eifect on calendar year acenuals In 2005 and 2005, The cost of ll ypes of expendiiure
relief (.. capital expendiure, Incuding Lplis, operating expendture and exploraion and aporalsal expendiure) 16 £1,575 milkon In 2005-0S and £1,400 millign In 2006-07.
Tness NgUres r2fest In2 fact thal, In 1N cas2 of PRIrSiSUm revenus tax, no diEIncion i Made DETWESD nevanue and capial,

23) Includes clvll partnerships. These costs are only In respect of transfers for which an account |5 submitad HMRL.

%) The estimales shown are net of any revenus loss Miat mignt anse from removing VAT examption. Wners an exemp: irager provides gooss or 52mvices o ragistened iraders
WNES2 CUtpat 15 Standand rated, inens |5 IKely 10 D2 S0mS 12venUe gan 1o tha Exchaquer rom he exemplion, The faxatie SUpply of ihe ragistenad Tader |5 kel Impicilly o
Inciude an elzment 0 resp2st of the value added Dy the exempl trader and this element will be lable o VAT,
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E‘ 1 COST OF MNCE TAX ALLOWANCES ARD RELIEFS™
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™

£ million

Estimated cost for
2005-06 2006-07

Tax Expenditures

Income tax

Relief for:
Approved pension schemes (2) * 14,300 16,300
Share Incentive Plan* 250 280
Approved savings-related share schemes (3)* 120 140
Enterprise Management Incentives* 110 120
Approved Company Share Option Plans* 170 190
Personal Equity Plans* 450 475
Individual Savings Accounts * 1,350 1,625
Venture Capital Trusts (4)* 325 75
Enterprise Investment Scheme (4)* 160 140
Professional subscriptions * 80 80
Rent-a-room* 100 100
Seafarers' Earnings Deduction 100 100
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Room for improvement?

* In principle reporting iIs comprehensive but in practice
there may be minor gaps in area of national insurance
(social security contributions) and because of staff
resources.

* Reporting by individual tax as well as by relief across tax
headings might be useful.

* Are judgements about what is a structural and what is a
tax expenditure accurate/meaningful, e.g. are reliefs for
approved pension schemes really a tax expenditure
rather than structural?
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Conclusions

* Lower CT rate for SMEs tend to be politically motivated
* Arguably no real economic rational for lower small companies rate

* Can cause distortions in terms of choice between employment, self
employment and incorporation

* Need for associated companies rules to stop companies splitting into
smaller entities to pay lower rate. Means even more tax complexity!

* But ... are tax incentives for SMEs better than subsidy programs
despite deadweight costs which might otherwise take their place?
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Conclusions

* Relatively few SME TEs account for most of the costs but apparently minor
tax expenditures can explode when misused for avoidance

* Reporting system which is embedded as part of the budget process works

fairly well

* System does seem to have provided some check on the proliferation of tax

expenditures
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