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For Immediate Release: 10th May 

 

Perry: Ed Balls slapped down by the European Commission 

 

Ed Balls’ flagship policy at the Budget, a cut in VAT on fuel, has been slapped down 

as unworkable and illegal by the European Commission. Mr Balls had suggested a 

cut in VAT on fuel as an alternative to the coalition government’s scrapping of 

Labour’s fuel duty escalator. 

 

In a letter to Claire Perry MP, the European Commissioner responsible for taxation 

has said that Ed Balls’ proposal for reducing VAT on fuel would likely be illegal 

under EU law. 

 

He said that ‘derogations are only possible in very specific cases’ and that ‘it is 

difficult to see how a reduced rate for motoring fuel is compatible with these 

requirements.’ 

 

Commenting, Claire Perry MP said: 

 

‘Ed Balls’ credibility lies in tatters. His flagship policy at the Budget was a cut in VAT 

on fuel, but now the EU itself has said that his policy wouldn’t work. Will he finally 

get out of the world of economic fantasy and support the Government’s decision to 

cut fuel duty for millions?’ 

 

ENDS 

 

For further information, please contact Victoria Crawford on 07791 463 444 
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Notes to Editors: 

 

Ed Balls’ flagship policy at the Budget was a cut in VAT on fuel 

 

 ‘In the budget he has a choice to make about fuel duty, when we were in government we often didn’t go 

ahead with fuel rises if the world oil price was high but I think he should act immediately on VAT.  This 

was an own goal, he didn’t have to do it’ (Ed Balls, Murnaghan, Sky News, 13 March 2011). 

 

Ed Balls claimed that we could get a derogation from the EU, like the French had for restaurants 

 

 ‘When we have only one reduced rate, but Italy, France and Poland have three reduced rates, and when 

the French President secured a VAT rate cut for French restaurants, is the hon. Lady really saying that 

she is going to hide behind European law and fail to stand up for the British motorist? Is that really what 

she is saying?’ (Ed Balls, Hansard, 16 March 2011, col. 324). 

 

The European Commissioner for tax has said that Ed Balls’ policy would not be compatible with EU law 

 

 Algirdas Semeta, the European Commissioner responsible for taxation and customs said that 

‘derogations are only possible in very specific cases’ and that ‘it it difficult to see how a reduced rate for 

motoring fuel is compatible with these requirements’ (Algirdas Semeta, Letter to Claire Perry MP, 4 May 

2011). 

  

 He also wrote that Ed Balls was mistaken in his argument that France had gained a derogation on 

restaurants. He said that the reduced VAT rates on restaurant services ‘are not based on a derogation 

but rather because these services have been added to the permanent list of goods and services eligible 

for a reduced VAT rate.’ 

 

Fuel duty is 6p lower than it would have been under Labour 

 

 Under Labour fuel duty would have risen by 5p on April 1. Labour’s March 2010 Budget said that: 

 

‘Fuel duty will also rise by one penny per litre in real terms on 1 April each year from 2011 to 2014’ (HM 

Treasury, Budget March 2010, p. 8). 

 

As the Chancellor said at the Budget, this would amount to a roughly 5p increase in fuel duty: 

 

‘The third step on the escalator is due to come into effect next week, and that would add almost another 

5p to the price of a litre of petrol’ (George Osborne, Budget Statement, 23 March 2011, link).  

 

 The March 2011 Budget announced that the fuel duty escalator is being abolished, and that the inflation 

increases are being deferred: 

 

‘The Government will abolish the fuel duty escalator and replace it with a fair fuel stabiliser... In addition, 

to ease the burden on motorists, the 2011-12 inflation-only increase in fuel duty will be deferred to 1 

January 2012. The 2012-13 increase in fuel duty will be implemented on 1 August 2012’ (HM Treasury, 

Budget 2011, 23 March 2011, p. 8). 

 

This means that there was no increase in fuel duty on April 1. 

 

 The Budget also announced an immediate 1p cut in fuel duty: 

 

‘In recognition of high current oil prices, fuel duty will be cut by 1 penny per litre from 6pm today’ (HM 

Treasury, Budget 2011, 23 March 2011, p. 8). 

 

Combined with Labour’s plan to increase fuel duty by 5p on April 1, this 1p cut means that tax on fuel is 

6p lower than under Labour’s plans. Even after taking account of the rise in VAT, tax on fuel will be 3p per 

litre lower than under Labour’s plans. 

 

http://www.hm-treasury.gov.uk/2011budget_speech.htm


Letter from Algirdas Semeta: 
 

 



 
 
 


