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Gordon Brown
takes over as PM

A t first glance, the installati
a financially literate politi
as Prime Minister appears to be a
positive step for our small-to-
medium sized enterprises. Most
commentators rate Gordon Brown’s
ten-year tenure at the treasury a
qualified success and, unlike many
of his predecessors at Number 10, he
certainly has vast experience in
economic and fiscal affairs, coupled

with extensive recent exposure to all
parts of the business community.

If you have failed to hear Cham-
pagne corks popping in local board-
rooms however, don’t worry —you’re
not going deaf. Instead of celebra-
tion, there is a distinct sense of
apprehension in the air. The trouble
is, rather like our neighbours, we
seem to see him most days but don’t
actually know him,

Given his prominent Government
role over three terms, there still
remains a curious unfamiliarity about
Brown as a man and politician. As
James Ferguson wrote in a recent
Money Week article: *Outside
Labour’s inner quorum, few people
have any idea what the chancellor is
really like, or what he plans for the
country.”

This then raises the question of the
identity of the new chancellor, Trade
and Industry Secretary Alis
ling and long-time Brown sidekick
Ed Balls are seen as front-runners,
though whether either would enjoy
real freedom to assert their own
views is in some doubt. The prospect
of Brown continually meddling with
his former department prompted
Anatole Kaletsky to write in The
Times: “Potentially, this relationship
could create far more conflict
between the Treasury and Downing
Street than did Margaret Thatcher’s

second-guessing of exchange-rate
policy under Nigel Lawson or her
backseat driving of John Major.”

So what should we look out for?
Specific areas of concern might
include changes to taper relief
potentially raising the tax burden on
the sale of businesses. This could
have a significant impact on UK
Mergers and Acquisitions strategy.

Compounding this Brown, prin-
cipally driven by Trade Union
scaremongering, has recently indi-
cated a possible rethink on taxation
of private equity funds. This debate
has been at best ill informed with,
among other things, the unions
ignoring the huge increase in
employees in private equity backed
businesses. Brown recognises this.
He said last week: “I think the evi-
dence at the moment is that private
equity has been creating more jobs at
a faster rate than some of the other
institutional investments in the
economy.” In other words, no deci-
sion has been reached vet.

Additionally unions often quote
pension risks as being another area of
concern for private equity backed
companies. Ironic really when
Brown has fairly-and squarely
caught the flak on pension misman-
agement. By scrapping ACT on
pension fund dividends — in order to
help fund public spending

commitments — his office created
significant shortfalls, estimated at up
to 20 per cent of millions of pension
plans. While Brown may argue that
arcane pension structures and falling
stock markets were equally to blame
for the mess, he will be hoping that
those same markets perform miracles
over the next decade to help repair the
damage. Failing that, the long-term
impact on his financial reputation —
and on millions of retirement funds —
will take its toll on the private sector.

Another issue sure to have a major
impact on our owner-managed busi-
nesses during the Brown premiership
is environmental-related taxation.
Even if overall tax levels remain
fairly static in the foreseeable future,
the tax burden seems likely to shift
dramatically onto pollution-creating
industries. Coupled with ongoing
European legislation and rising
energy costs, this will place far
greater pressure on companies most
reliant on heavy industrial processes
and transport. The drive for cleaner
fuels will intensify, with companies
forced to take notice, both in the
interest of cost control and reputation
management.

Pensions aside, ask any owner-
manager about the causes of frus
tion today and the thorny issues of
employment and training will not be
far from their lips. Domestic

politicians have little chance of
stemming the inexorable and often
necessary flow of migrant workers
across Europe and beyond, though
they have a vital role to play in cre
ating the right environment for
proper education and training.

Whatever the Government's
actions on supporting training,
apprenticeships and so on, private
business clearly has to accept some
of the burden of securing a capable
workforce. Today there are unprec-
edented opportunities for employers
to forge mutually beneficial rela-
tionships with schools, colleges and
universitics, by funding awards,
contributing to courses, providing
work placements, mentoring and
more.

We have now entered anage when
even national policy and perform-
ance can be rendered almost insig-
nificant by global trends and inter-
national events. Rather than
demoralise us, this should empower
us, for we can no longer attribute our
success or failing to a few dozen
politicians in London. The decisions
we make and the way we confront the
changing business climate will
always have greater effect than the
actions of our political leade
globalisation helps us to grasp this
truth, then that’s a recipe for more
action — and less frustration.
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