Exercise: TCO add-on
Analyse effects of a change in VAT rates
Objectives
· Use the TCO add-on to simulate the effects of a 5-percentage point increase in the standard rate of VAT in 2026.
· Analyse effects of the reform.
Directions
· Open UKMOD and access the UK policy descriptions
· Run a base-line simulation of the TCO add-on for the UK_2026 system and the training_data input
· Copy the UK_2026 system and name the copy UK_2026_ex2
· Implement a 5-percentage point increase in the basic rate of tax by adjusting parameter $tco_t_std in system UK_2026_ex2
· Save the model changes
· Run the TCO add-on for the UK_2026_ex2 system and training_data
· Use the Statistics Presenter’s Baseline/Reform template to analyse effects of the reform


Exercise: TCO add-on
Step-by-step solutions and further information
Step 1: Projections for default system
· Open the UK model, by clicking on the UK country flag. 
· Select the “Run” button
· From the “Run UKMOD” window, select the checkbox under the “TCO” add-on column on the “UK_2026 System” row, and select “training_data”
· Press the “Run” button
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Step 2: Specify policy reform
· Open the UK model 
· [image: A screenshot of a computer

Description automatically generated with medium confidence][image: A screenshot of a computer

Description automatically generated with medium confidence]To work more easily with the UK_2026 system, limit the display by right-clicking on the system name (UK_2026), selecting move to hidden system box and then selecting all systems but selected 

· Copy the 2026 system, via either of the following alternatives:
· Right-click the system heading (UK_2026) and select the option copy/paste system, entering the new system name UK_2026_ex2
· Select the Country Tools tab, and press on the Add System button, selecting UK_2026 from the list of options, and entering the new system name UK_2026_ex2
· Navigate to the default indirect tax parameters of the UK_2026_ex2 system and increase the value of parameter $tco_t_std from 0.2 to 0.25 (as shown below)
· Save the model (CNTRL + s)
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Step 3: Run the model and analyse the output
· Run the TCO add-on for the new system UK_2026_ex2 on the training_data.txt
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· When the simulation is complete, open the “Statistics Presenter” selection window, and select “UKMOD Statistics – Baseline/Reform” from the drop-down menu
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· Under the Baseline Scenario, select the “uk_2026_tco.txt” output, under the Alternative Scenario select the “uk_2026_ex2_tco.txt” output, and press “OK”
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When the statistics presenter window is populated you can inspect associated results (NOTE: results below are for test data only)
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