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CONFIDENTIAL 

ANNEX 1 

BUDGET PACKAGES 

Enterprise and small firms 

There are two items which have become regular features of enterprise packages:-

(a) Revalorisatioa of VAT resist.ration and 4eregiat.ratioa limits (starters list 

number 4, category BZ). The EC Sixth VAT Directive rules out increase in real 

terms. But should be able to raise registration threshold from £ 17 ,OOO to 
' 

£18,000, which will assist small businesses, particularly new ones. The cost 

would be around ES million. Can now be done by SI, negative resolution, under 

powers taken in FA 1982, s13. Minister in lead - EST; official responsible - Mrs 

Strachan, C 8t E. 

(b) Corporation tax: •small companies• profits limits and rate (starters list 

number 103, category A). The profits limits could be increased in line with 

inflation (which would cost £ 10 million) or by more. The "small companies" rate 

will be considered along with the main .rate of corporation tax. Minister in lead -

MST(R); official responsible - Mr Battishill IR. 

Z. A number of measures in the context of finance for small firms are currently being 

examined in an exercise llllder the FST and MST(R). These include:-

(a) Business Start-Up Scheme - extension to existing companies. Mr Jenkin has also 

make a number of detailed proposals for changes in the scheme in his letter of 

6 December. 

(b) The CBI proposal for Small Firms Investment Companies, also advocated by DOI 

Ministers. 

(c) Intereat-rate subsidies. A scheme linking (public expenditure) subsidies to new 

equity remains on the table and is being worked up. 

(d) Debt-equity conversion. The Bank has been asked to provide a note on the scope. 

for action. 

3. In the broad context of finance, decisions on the future of the Loan Guarantee Scheme­

and Enterprlae Allowance might also form component• of a package. IA Group are. 

responsible for these. The possibility of providing for an accJ'uala basis for taxation of.!!!'!. 

and deep--di!count CWP<!'ate bonds is also being examined. 
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4. In addition, .-ther~mber of, mainly minor, items in the current starters list 

which m· ~candidates for an nterprise package:-

' 

.. 

(starters li•t number 5, category BZ). This would· 

introduce VAT returns and payments on an annual (instead of quarterly) basis for 

small busine s~ce-for-all cost of £190 million would benefit cash flow of 

some 350,000 busine•ses. Could save about 140 staff. Main drawback would be 

harmful effect on compliance (already Wlsatisfactory) and on fraud. Could be 

done by SI, negative resolution. 

Minister• will recall that a workins party sponsor~d by ~-===-="'-=-r as 

been set up •to stud VAT in other Euro ean countries 

Britain can draw which would result bl the aimplificatioq of 
_,,,.. 

r mtem for our 

own smaller buaineasea•. Their aim i& to reduce the burden of tax accounting and 

collection on auch businesses, and they are particularly interested in the 

operation of the French 11forfait 0 syatem. The group's .report was supposed to be 

available "towards the end of the summer" but there is no sign of it yet. 

Minister in lead - EST; official responsible - Mrs Strachan C & E. 

(b) Allowance of relief for Schedule D Caae V trading loaaea agahiat other income 

(starters list number 1Z4, cateiory CZ). Losses of a trade, profesaion or vocation 

carried on wholly oversea• {Caaie V) can be carried forward for relief against 

future profits of the same activity but, unlike losses within Cases I and n, cannot 

in general be set aaainst other income. Followin1 Small Business Bureau 

conference early this year tho Chancellor informed Mr Grylls that the case for 

some relaxation wu already under consideration in the light of a Budget 

representation by laatltute of Direct ore that the rule• for UK and over•eas 

tradina l0He1 should be brou1ht into 11.ne.. Length of le1l1lation would depend on 

whether unre1tricted. relief on Caaea I and a lines allowed (2i pa1e1) or relief 

confined to .et off aa•ln•t income from aubatanda.lly similar activity in UK 

(1 paae). Either way coat tho...pt to be under £1 million. Mini»ter in 

lea.d. - f~-{. ; offictal reap~naible - Mr Taylor-Thonapaon IR. 

(c} De mlnimla limit for weueut of !J!l!!lioned mco!ll• of ap htcll•ldual (starters 

llat number 152., cate1ory D). lncoai.t which t• appo>:tlonetl to the proprietor of a 

cloae company is not actually uaeuecl if it la lest than £200. This limit was 

fixed In 19'12: revalorlaed it would 1M over £500. Tlae chanae would have a 

ne1Ji1ible revenue c:oat ancl woul4 require only 2 or 3 lin.. of legislation. 

Minister ln lead - FSTa offlct.l reapontlbler Mr BattiabUl IR. 

(d) Cloae companies; ACT Umlt • .,_. to employ._ etc:. (starter& list 

number 1&11 cateaory- JE). Tbe llmlt wu fixed at £15,000 in 197h revalorised 
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limit would be £70,000. The limit is an extension of that in Section Z86(3}(H) 

Taxes Act 1970 which exempted certain housini loans frotll the operation of 

Section Z86. An increase wu considered in 1981, but - although there is no 

direct link therewith - was not made for fear of invitin& compariso11 with the 

dectaion to leave the mortgage intere•t relief limit unchanged. Might be 

considered if Ministers wished to increase the latter. Cost would be small, and 

only Z or 3 lines of legislation would be required. Minister in lead - MST(R); 

official responsible - Mr Battiahill IR. 

(e) Relief for interest - employee buy-out. (starters list number 189, category E}. 

Relief is available to S per cent shareholders or managers in close companies for 

interest on loans to buy abares in the company. The Financial Secretary has 

undertaken (letter to Sir William Clark) to review the possibility of an extension 

to cover cases where the company i• not close but is controlled by its employees 

and the employees are borrowing to buy shares. Revenue coat of about 

£5 million (though wider repercussions could increase) and about l page of 

legislation required. Minister in Lead - FST; official responsible - Mr Crawley 

IR. 
S. _Another item, which has recently arisen and is not with current starters list, might 

also be a candidate for .the package. This is:-

err buaineas relief. The Financial Secretary would like to increase the relief for 

minority shareholdings in Wlquoted companies from 2.0 per cent to 30 per cent, which 

would have a coit of EZ ndlllon. ha haa allO requested .examination of the Unquoted 

CompaniH Group proposal for deferrins the liability on transfers of business interests 

until aold outside the poup. Thi• would coat perhap1 £50 million, aasuming -qricultural relief has to follow tuit. Mini1te.t in lead - FST; official responsible - Mr 

Beighton IR. 

6. The Financial Secretary effectively ruled .out the hl•titute of Directors• proposal for a 

£5,000 tax-Cree atarter in dlacuuion1 with officl.aw prior to the meetln1 with the IOD on Zl 

October. But formally~ the 100 ba• been invited. to re-uamlne the problems identified and 

report back. A separate issue which hu •temm~ from the ~amination of the IOD proposal 

i• that of the burden of PA YE operatlon1 for t~ •01all employer: the Finaocial Secretary is 

examinina thl• with offk:ial1. 

,·. 
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7. Finally, there are a number of other items in Mr Jenkin's letter of 6 December. These 

comprise:-

(a) Enterpriae bonds, an idea examined and rejected for the 1982 Budget. 

(b) further extensions of iDtereat relief, to unquoted companies and all full-time 

employees. 

(c) further extensions of the pe-tr!!lina ezpmuliture nliefa. 

(d) extension of CGT rollover relief to include Wlquoted trading company shares 

(e) relief for loaaa in the first few years of busi:neaa should be available to 

companies. 

8 December 1982 
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ANNSX 2 

BUDGET PACKAGES 

Wider Share Owneruip 

Changes in the tax arrangements for share option and profit aharini schemes are a pt'iortty 

item in Mr Jenkin'& proposals for the 1983 Budaet. In particular, he advocates thie 

reintroduction o.f the 197 2. relief for "top hat" schemes. The propouls detailed iJt his letter 

of 6 December are as follows:-

(i) a new acheme increasing the permitted maximum of approved share incentive 01' 

option 1cheme11 to El0,000 p.a or £50,000 overall. 

(ii) companies to be able to restrict eligibility for approved 1cheme1 to key 

executives if they wish. 

(iii) deferral until the shares are sold of any charge to tax arising on exercise of an 

option. Such charge to be to capital gains rather than income tax. 

(iv) a review of the rules relating to the growth in vlaue charge particularly the 

definition of "restrictions" and the application of thi• charge to transactions 

involved in management buy- outa. 

(v) particular consideration to be given to charges facilitating schemea within 

groups of companies. 

(vi) particular consideration to be given to relaxing the present tax treatment of 

"partly-paid" schemes which can at present be adversely affected by the l97i 

and 1976 Finance Acts. 

Z. The topic ia covered by a generalised entry in the starters list (number 1699 

category E). The Inland Revenue 1ubmission of 19 November (Mr R Martin to FST) indicated 

that the reintroduction of the 197i "top hat" relief would have a revenue coat in the ran1e 

£50-£ 100 milllon and a legislation requirement of up to 7 paget. 

3. ht this context, HF have also •Uise•ted that conalderation miaht be aiven to the 

poHibility of raialni the mcmtbly limit (at p•••t E50) aa SAYE cantributlou linked to 

share option 1cheme1 for employee1. Thi• mi1ht be Hmited to compen1attn1 for a reduction 

in the effective return on 1uch SAYE contract• or be u1ed to extend the acope for tax reUef 

for ordinuy employees on share option 1cheme•, thoUih there hat been no pre11ure for the 

latter. There are, however, complication• ari1in& from the participation of building 

societiea in SAYE and there is no certainty that any change would be needed. 
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4. Changes in employee share schemes have usually formed part of enterprise packasea. 

We have so far been unable to identify additional candidates which miaht enable a free­

atanding package, other than a number which have been rejected in the past. These btclude: 

(a) relief from stamp duty for 11amall parcel" share transactions, examined and 

rejected for the 1982 Budget. The coet would be likely to be large, because 

transactions would be split to get the relief. 

(b) the Institute of Director's proposal for "employee bonds", designed to reward 

employees without diluting share ownershipJ again, examined and rejected for 

the 1982 Budget. 

(c) the various proposals for a "Loi Mono!'I" type relief for investment in the new 

equity of UK trading companies, rejected on several occasions in the past and 

most recently for the l 98Z Budaet. The cost would depend on the detailed 

arrangements and take up, but miiht be of the order of £150 million per million 

claimants. Mr Isaac's minute of 7 December reported on diacuuions with 

Mr Ferdinant Mount on thie topic, following Mr Mount's note to the Chancellor of 

ZZ November. 

8 December 1982. 

Z/Z 





13/10 
CONFIDENTIAL 

ANNEX 3 

BUDGET PACKAGES 

Technology and Innovation 

There was a fairly substantial innovation package in the 1982 Budget, but to date there are 
very few candidates for a successor. 

2. The continuation of 100 per cent first-year capital allowances for rented TV sets 

equipped with teletext was one item in 1982. package. In hls letter of 6 December Mr Jenkin 

auigests a further extension of the present favourable regime for rented teletext and 

riewdata sete, which is also being strongly pressed by the TV manufacturers and renters. 

DOI officials are to provide a paper on this; the official responsible in IR is Mr Battishill. 

3. Also on the tax side Mr Jenkin proposes allowances for research and development, in 

the form of a broadening of the eligibility definition for the present scientific research 

allowance. {Thia was examined and rejected for the 1982 Budget), And the following item 

might also be squeezed in under the technology heading:-

Capital allowances for Britiah film• - extending the uanaltional relief. Ministers are 

already attracted by the possibillty of extending the two-year transitional period in 

this year'• legial~tion for which British films continue to qualify for 100 per cent first 

year allowancea. There is a good deal of pressure from the film and commercial 

television industries. The case for more generous treatment turns to an extent on the 

Government's policy towards cable and satellite transmission systems. Minister in 

lead - FST; official responsible - Mr Battishill IR. 

4. On the expenditure aide Mr Jenkin proposes the reintroduction of the ~ 

Engineerin,g Firms Investment Scheme (SEFISi. In addition, his letter of 6 December 

indicates that he ia also considerina the followin&:-

(i} support for other innovation-linked investment in addition to SEFIS; 

(U) an expanai~n of aupport for R&D, poaslbly including a re1ponse to the A.Ivey 

(Fifth Genel'ation Computers) propo1&Iaf 

(iii) increased aµpport for technology transfer; 

(iv} support for the development and improvement of management skills. 

5. IA Group will be examinina these ideas, which could require tubstantial amounts of 

expenditue (SEFIS and Alvey could alone require 10mething of the order of £50 million in 
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each year of the Survey - the SEFIS expenditure could be front-loaded and declining, while 

the computer expenditure would be on a riaina trend). 

8 December 198Z 
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ANNEX" 

BUDGET PACKAGES 

Conatruction 

There are several items in the starters list which might form components of a construction 

package:-

{a) Mortgage interest relief limit (starters number 105, category A). This will, of 

course, be strongly pressed by the industry, though there are strong arguments 

against raising the limit. Costings in this area are highly uncertain, but the cost 

of an increase to £30,000 is in the range of £50 to E75 million in 1983-84 (and 

£100 to £ZOO million eventually, taking account of the extra borrowing 

generated). Only 3 or 4 lines of legislation are required. Minister in lead - FST; 

official responsible - Mr Crawley IR. 

(b) Revaloriaation of the stamp duty thresholds is subsumed in starters number 140 

(category D; Stamp duty; reform proposal's). In the 198Z Budget action here 

was preferred to (a). The cost would be in the range ElO to E30 million, 

depending on whether done by reference to RPI or to house price movements. 

Minister in lead - MST(R); official responsible - Mr O'Leary IR. (Jn his letter of 

6 December. Mr Jenkin also suggests that stamp duty should be reduced for first 

time buyers.) 

(c) DLT: own use deferment (starters number 178, category E). The 1981 Finance 

Act included a DLT deferment for developments for the owner's own use started 

before April 1984. A decision will be needed on whether the relief is to be 

extended for a further period, made permanent or whether it should come to an 

end as planned in 1984. The 1983-84 revenue co•t is nil and the length of 

legislation involved depends on whether the relief is made permanent, which 

would require 3-4 page1. Given its nature, this item might alternatively form 

part of an enterprise package: indeed, it could be araued that there is a greater 

incentive to new construction in keeptn1 the terminal date. MST(R) is seeking 

Mr John Stanley'• viewa. Official remponalble - Mr Bel&Jlton IR. 

,, Z. The NFBTi and others would like to •ee VAT •so-ratly extencled to building repairs 
fIA.f ~<A. N E>+:d"' 

and maintf:D&Dce. Apart from the cost of 1uch relief (ahont U9&- million a year), a 

significant objection ie that any more in thi• dh-ection would be cliallenged by the 

EC Commiesion on the arounds that it ia contruy to the UK'• obligations under the Sixth 

VAT Directive. In the paat action hu been directed towards ltmiting (rather than extending) 
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relief, by narrowing the definition of zero-rates alterations. The Chancellor outlined such 

chan1es in the 198Z Budget Statement, but in the event they had to be deferred aa a result 

of doubt caused by litigation currently before the courta. 

3. Pending an ro osals from Mr Heseltine we have so far identified no other candidates 

for a con•truction package. The action in the 1982 Budget and subsequently on improvement 

pant. has proved successful but has exhausted this area. The industry will no doubt preu 

for an increase in the industrial bullclina• allowance to 100 per cent and, with others, for 

improvements in the allowances for commercial buildin&s etc1• These have been rejected in 

the past and in any event fall in the context of d.eciaione on ·the Corporation Tax Green 

Paper. A broadening of the definition of qualifying premises for the Small Workabopa 

Scheme may also be pressed, but again there waa a fairly substantial change in this context 

in the 1982 Budget. 

8 December 1982. 

1 
A proposal for initial allowances to be made available for commercial buildings in 

inner-city areas at a rate of ZO per cent is currently betna examined in the Review of 
Regional Economic Policy. Mr Quinlan chair• the interdepartmental official group 
conducttna this review. 

4/2 
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ANNEX 5 

BUDGET PACKAGES 

011 Taxation 

There are a number of items in the starters list which are candidate• for a package here. 

These comprise:-

(a) Horth Sea repe: .tru.cture u.cl rate (starters number 109, category B2). 

Interdeputmental discuuiona are concluding and a submission will shortly be 

made to the Chancellor and Secretary of State for Ener&Y• 

(b) PRT expenditure rellefa and receipts (incluclina pipeline tariffs) from oil related 

aueta (starters number 115, category Cl). The purpose of the legislation will be 

to allow full PRT relief for expenditure on oil-related assets (whether or not 

they are used only for the purposes of the owner's oil field) and to bring 

incidental receipts including pipeline tariffs within scope of PRT (rather than, as 

now, restrict relief to reflect own fteld use only, and to leave incidental receipts 

outside scope of PRT). Commitment to 1983 legislation in 198l Budget Speech. 

Consultative document issued 7 May 198Z, evisaging legislation (backdaged to 

7 May) in FB 1983. Cost/yield in first few years heavily dependent on nature of 

transitional provisions; yield likely to rise thereafter (to c. £.75 million pa by 

end 1980s). Up to 15 pages of legislation will be required, though Ministers have 

requested that as much as possible should be in a schedule. 

(c) Recovery of over-allowed PRT expenditure reliefa (starters number 164, 

categol'y D). 

(d) _P_R_T_1 __ dit_e_c_t_exp __ or_t_a_fr_o_m __ tan1t __ er_-l_o_a_d_in .... 1 __ fi_e_lda_ 

category D). 

(e) Recovery of over-allowed PRT expenditure rellefa 

category D), 

(starters number 163, 

(starters number 164, 

(f) PRT ezempt gas and payback (startera number 166, category E). 

(g) Trauafen of gas between fielda in some ownerahip (starten number 167, 

cate1ory D). 

(h) Recovery of corproatlon tax unpaid by DOD-reaidents from licensees (starters 

number 184, category E). 

(i) Oil valuatiou (•tartera number 187, category E). 

O> .Abortive ezploration expenditure - extentlOID of time limits for claims (starters 

number 188, cateaory E). 

5/1 
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ANNEX 6 

BUDGET PACKAGES 

Tourism/Holiday 

In his letter of Z9 October the Secretary of State for Trade proposed an increase in the 

initial building allowance for hotels from 2.0 per cent to 50 per cent and its extension "to 

other buildings where tourist or tourist-related activity takes place". This is currently being 

examined, alongside a number of other potential candidates for such a package. These 

include:-

(a) extension of the existing hotel allowances to hotels with less than 10 bedrooms 

{also proposed by Lord Cockfield} . 

(b) extension of allowances to certain aelf-catel'ing accomodation (a proposal in the 

letter of 4 November to the Chancellor from the Chairman of the English Tourist 

Board). 

(c) VAT relief• for the tourism industry. 

(d) extending domestic de-rating to hotels and restaurants. 

(e) an increase in the grant s available under the Development of Tourism Act 1969, 

specifically for project• upirading tourism facilities rather than for new hotels. 

FP, in conjunction with IA and Inland Revenue, are currently examining these, with a view 

to an early submi11sion to the Chancellor. 

8 December 198Z. 
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ANNEX 7 

BUDGET PACKAGES 

Asriculture 

The Financial Secretary has asked lnland Revenue to examine several items in the context 

of the capital tax treatment of agricultural land, which might form the basis of an 

agriculture package. At present the potential tax candidate• for such a package are:-

{a) increase the CTT agricultural relief for let land to 30 per cent. This would have 

a cost of £3 million. 

(b) increase from 8 to 10 years the period over which C'IT can be paid by interest­

!'.!!!. instalmenti:i. The cost is yet to be estimated. Some of the benefit would go 

to businesses, so this could alternatively form part of an enterprise package. 

(c) CGT rollover relief for let agricultural land, which would have a full-year cost 

of £5 million. 

(d} allow management expenses to be deducted from rental income from agricultural 

land and/ or treat rental income as earned income. The latter might, in the 

context of self-catering holiday accommodation, be of relevance to any tourism 

package. 

Mr Beighton ia the official responsible for these items. To date we have identified no other 

potential candidates for such a package. 

8 December 198Z 
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ANNEX 8 

BUDGET PACKAGES 

Betting and breeding 

The Chancellor has asked (Miss Rutter's minute of Z6 November) that, in the light of the 

representations received from the various sectional interests, consideration should be siven 

to all the problems of betting and breediJ!a with a view to a package if po&1ible. The 

Economic Secretary haa expressed the preliminary view (Mr Harrison'• minute of 

Z December) that he finds it very hard to believe that cash devoted to 1uch a package would 

be well epent, but he is examining with Customs and Excise and will report to the Chancellor 

in due course. 

8 December 198Z 
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ANNEX 9 

BUDGET PACKAGES 

Caring and charities 

This is also now a traditional area for Budget packages, and as a result the cupboard is fairly 

bare at present. 

Z On the 11caring" side there is one potential candidate in the starters list: 

Widow's bereavement allowance - extension to year after bereavement (starters 

number 12.9, category D). The Financial Secretary has asked Inland Revenue to look at 

the case for giving the allowance in full for the year after the husband's death (instead 

for the year of bereavement only) or for a carry-over of. the unused allowance into the 

year after bereavement. This could have a revenue cost in the range £2.0 million to 

£30 million, but require only a few lines of legislation. Minister in lead - FST; official 

responsible - Mr Blythe IR. 

3. There are also two potential "caring0 candidates in the social security area:-

(a) restoration of the 5 per cent abatement of invalidity benefit (which would cost 

nearly EZ.O million in 1983-84 and £56 million in 198485); 

(b) removal of the invalidity benefit "trap" (by allowing recipients to qualify for 

long-term supplementary benefit). This would coat nearly £7 million in 1983-84 

and £15 million in 1984-85. 

It is possible that the work of the Family Policy Group might provide additional candidates; 

if it does so to any degree, a free-standing "family" package might be an alternative. 

4. As regards the charities side, the Financial Secretary has asked (Mr Kwiecinski's note 

of 8 December) that abolition of the £250,000 ceiling on CTT relief for bequests (and gilts 

within the year of death) to charities aho.uld be considered a starter. Another possibility 

might be to raise the ceiling on the amo\mt of payments to charities under deeds of 

covenant which qualifies for higher rate relief. The limit is at present £3,000. 

5. As regards VAT and charities, the Econo.mic Secretary requested (Mr Hanison's minute 

of 15 Novembe1') a study of the practicalities and implications of a scheme to pay grants to 

charities to compensate for VAT, in those cases where charities provide a service which is 

also carried out by the public sectol': thia was contained in M1r Knox's submission of 

Z5 November. The Chief Secretary and the Economic s·ecret&l'y indicated that they would 

9/1 
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strongly hope to avoid the introduction of such grants. The Chancellor has since had a 

meeting with Mr John Hannam MP and has commented (Miss Rutter's minute of 1 December) 

that the charities case - much better presented than last year - will need careful 

consideration. He has asked for comments on the figures adduced by Mr Hannam on the 

number of charities likely to be involved, the staffing implications and the effects of a de 

minimus threshold of £150 of VAT paid in a financial year. He has also asked Customs to 

consider with the Revenue the possibilities for a more streamlined way of dealing with the 

tax affairs of charities. 

6. Measures for further fiscal relief which are still being pressed by the voluntary sector 

(or on their behalf by the social policy Departments) include:-

(a) tax relief on •par:ron• giving; 

(b) tax relief on individ.ual donations above a certain minimum level; 

(c) for companies, relief up to a limit of, say, 2 per cent of taxable profits for 

charitable giving, or for giving which matches employees' contributions; 

(d) for companies again, relief for the cost of aecondin.s staff to voluntary bodies; 

{e) covenanted payments to charities by companiea to be paid gross (to save paper 

work). 

Some of these proposals would have substantial costs and/or involve administrative and 

other difficulties and on these grounds have been rejected in the past. Here, too, it is 

possible that the Family Policy Group might produce other potential candidates. 

7. The.re are also one or two possible ideas which would involve additional public 

expenditurei-

(a) "Investment srants" to the voluntary sector (for example, for new equipment or 

for day centres to provide "community" care), paid under Section 64 of the 

1968 Health Services Act; 

(b) a central &rant to the National Association of Councils of Voluntary Service, to 

aHist the development of local voluntary service councils by meeting their 

administrative and management costs. 

The 1983-84 cost of each might be of the order of £5 million, though both approaches would 

more naturally take the form of longer-term programmes rather than one-year exercises. 

8 December 1982 
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ANNEX 10 

BUDGET PACKAGES 

Fairness in Taxation 

The 1982. Budget included a section on fiscal justice, and there are a number of items in the 

starters list which might form a similar package. These comprisez-

(a} VAT: Blocking input tax oo petrol an.cl., pouibly, derv (starters number 3, 

category B.1). Case rests both on revenue-raising possibilities and on need to 

deal effectively with abuse through diversion of petrol to private use while the 

VAT input tax is claimed. The case has been examined in each of the last three 

years, but rejected on the grounds that it would increase business costs 

considerably and fall arbitrarily on abusers and non-abusers alike. Effect on 

business costs could be limited by blocking of petrol only; this would also 

concentrate more on the abuse which is still prevalent among smaller traders in 

particular, although recent evidence suggests that, overall, the level of abuse 

may not be quite as bad as once feared. Blocking petrol only would raise about 

£330 million in 1983-84 and £470 million in a full year; petrol and derv about 

£565 million and £775 million respectively. Could be done by S.l., but at 

13 October starters' meeting Ministers expressed preference for Financial Bill 

provision (l l pages) to avoid protracted procedural debate. Minister in lead -

EST; official responsible - Mr Knox C&E. 

(b) Applictlon of PAYE to earnings &om offshore employment (starters number 106, 

category B 1). Legislation to apply PA YE to offshore employment may be needed 

if a current House of Lorda case is decided asainat the Revenue. Some 

£10-20 million of tax would be at risk without legislation. Minister in lead -

FST; official responsible - Mr Blythe IR. 

(c) Life assurance chargeable events: secondband boacls (starters number 110, 

category C 1). An announcement of the intention to legislate in the 1983 Finance 

Bill waB given on 2.4 June 198Z, in the wake of increased exploitation of these 

bonds by higher rate tax-payers. The legislation would be retrospective to 

1 October l 98Z. It will prevent the use of this device by which profits from the 

sale of a life policy or life annuity contract can be moved from income tax to 

capital gains tax. There would probably be a small revenue yield and the 

measure will require Z to 3 pages of legislation. Minister in lead - FST; official 

responsible - Mr O'Leary IR. 
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(d) Group relief: avoidance (BL) {starters number 119, category C2.). British 

Leyland's scheme involves buying a company with a large capital gain and using 

this to cover trading losses from within the acquiring group. There is a large 

potential revenue co.st if such avoidance is not prevented. Minister in lead -

MST(R); official responsible - Mr Battishill IR. 

(e) Fringe benefits (starters numbers 133 and 134, category D}. The Budget 

Statement will, as in previous years, contain an announcement about the uprated 

car and car fuel benefit scales to apply in 1984-85. Ministers will also shortly 

receive a note reviewing the whole fringe benefit area which might lead to 

legislation on. inter alia, abuse of the present rules on company loans and 

accommodation (eg Marks &: Spencer buy~back options). But it is not yet 

possible to estimate the revenue yield or length of any legislation. Minister in 

lead - FST; official responsible - Mr Blythe IR. 

(f) Capital gains tax: capital lou buying and FOUpa of companlea (starters 

numbe1· 142., category D). In their simplest form such schemes involve the 

passing of assets within a group to enable a gain from a. sale to be set off 

agaiinst the capital losses of a newly acquired company. They are, therefore, 

similar to the BL scheme (see (c) above). Legislation would require 3 to 4 pages; 

there is a possible overall loss of £30 million of tax. if no action is taken. 

Minister in lead - FST; official responsible - Mr Beighton IR. 

(g) Development land tax - diaposala by non-:reeidenta (starters number 149, 

category D). Where a purchaser acquires development land from a non-resident, 

he is required to deduct a payment on account of DL T. Without this provision it 

would rarely be possible to collect the tax. However, over 50% of non-residents 

are managing to avoid the deduction. Legislation to prevent this would be 

i page loni, and would yield perhaps ES million per annum. Minister in lead -

MST(R); official responsible -

(h) Deny stock relief to commodity/bullion dealers (starters number 153, 

category D). Commodity and bullion dealers operate on small profit margins, but 

have a high turnover of stocks, which are largely financed by bor.rowing. They 

receive excessive stock c-elief. Legialation to deny stock relief would be 1 to 

l. pages long and, if applied to all dealers would yield £20 to 40 million. Minister 

in lead - MST(R); official responsible - Mr Battishill IR. 

(i) ClarUy meaning of •payments on account• for .tock relief (starters number 154, 

category D). Payments on account are deducted. from 1tock ~alues in computing 

stock l"elief. In recent cases these have been dressed up as loans so as to entitle 

to stock relief traders who are not themselves financini the coats of their 
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stockholding. Potentially substantial amount of revenue at stake if scheme 

spreads, particularly among property developers. At present, best estimate of 

revenue loss is £15 million. Legislation would require t page. Minister in lead -

MST(R}; official responsible - Mr Battisbill IR. 

(.j) Late payment of tax on direc:tora' remuneration (starters number 131, 

category D). In general, employer& pay fairly promptly PAYE tax deducted from 

employees' pay. However, there is an increasing problem with companies (often 

smaller companies) failing to deduct tax from directors' remuneration and 

subsequently delaying payment of tax for months or even years. The only 

effective deterrent is likely to be a charge to interest, dating from the time~ 

when the tax liability is formally determined. This would be unwelcome to the : 

companies concerned, but would provide an acceleration of revenue and staff · 

savings. The Keith Committee are considering the question. Minister in lead -

FST; official responsible - Mr Blythe IR. 

8 December 19BZ 
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ANNEX 3 

BUDGET PACKAGES 

Technology and Innovation 

There was a fairly substantial'innovation package in the 1982 Budget, but to date there are 

very few candidates for a successor. 

2.. The continuation of 100 per cent first-year capital allowances for rented TV sets 

equipped with teleteKt was one item in 198? package. In his letter of 6 Decembe~ Mr Jenkin 

suggests a further extension of ·the present favourable regime for rented teletext and 

riewdata sets, which is also being strongly pre~sed by the TV manufacturers and renters. 

DOI officials are to provide a paper on this; the official responsible in IR is Mr Battishill. 

3. Also on the tax side Mr Jenkin proposes allowances for research and development, in 

the form of a broadening of the eligibility definition for the present scientific research 

allowance. (This was examined and rejected for the l 98Z. Budget). And the following item 

might also be squeezed in under·the technology heading:-

Capital allowances for British films - extending the transitional relief. Ministers are 

already attracted by the possibility of extending the two-year transitional period in 

this year's legislation for which British films continue to qualify for 100 per cent first 

year allowances. There is a good deal of pressure from the film dlld commercial 

television industries. The case for more generous treatment turns to an extent on the 

Government's policy towards cable and satellite transmission systems. Minister in 

lead - FST; official responsible - Mr Battishill IR. 

4. On the expenditure side Mr Jenkin proposes the reintroduction of the Small 

Engineering Firms Investment Scheme (SEFISa. In addition, his letter of 6 December 

indicates that he is also considering the followinai:-

(i) support for other innovation-linked investment in addition to SEFIS; 

(ii) an expansion of support for R&D, possibly including a responoe to the Alvey 

(Fifth Generation Computers) proposals; 

(iii) increased support for technology transfer; 

(iv) support for the development and improvement 0£ management skills. 

5. IA Group will be examinini these ideas, which could require substantial amounts of 

expenditue (SE~IS: and Alvey could alone require something of the order of· £50 million in 
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..-ach year of the Survey - the SEFIS expenditure could be front-loaded and declining, while 

the computer expenditure would be on a rising trend). 

8 December 1982 
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ANNEX4 

BUDGET PACKAGES 

Conatruction 

There are several items in the starters list which might form components of a construction 

package:-

(a) Mortg•e interest relief limit (starters number 105, category A). This will, of 

course, be strongly pressed by the industry, though . there are strong arguments 

against raising the limit. Costings in this area are highly uncertain, but the cost 

of an increase to £30,000 is in the r~ge of £50 to £75 million in 1983-84 (and 

ElOO to EZOO million eventually, taking account of the ext:ra borrowing 

generated). Only 3 or 4 lines of legislation are required. Minister in lead - FST; 

official responsible - Mr Crawley IR. 

(b) Revalo:riaation of the stamp duty thresholds is subsumed in starters nu·mber 140 

(category D; Stamp duty; reform proposal's). In the 1982 Budget action here 

was preferred to (a), The cost would be in the range ElO to £30 million, 

depending on whether done by reference to RPI or to house price movements. 

Minister in lead - MST(R); official responsible - Mr O'Leary IR. (In his letter of 

6 December Mr Jenkin also suggests that stamp duty should be reduced for first 

time buyers·.) 

(c) DLT: own use deferment (starters number 178, category E). The 1981 Finance 

Act included a DLT deferment for deve lopments for the owner's own use started 

before April 1984. A decision will be needed on whether the relief is to be 

extended for a further period, made permanent or whether it should come to an 

end a.a planned in 1984. The 1983-84 revenue coat is nil and the length of 

legislation involved depends on whether the relief ls made permanent, which 

would require 3-4 pages. Given its nature, this item might alternatively form 

part of an enterprise package: Indeed, it could be araued that there is a greater 

incentive to new construction in keeping the terminal date. MST(R) is seeking 

Mr John Stanley's viewa. Official responaibl• - Mr Belghton IR. 

z. The NFBTE and others would like to aee VAT sero-ratina extended to building repairs 

and maintenance. Apal"t from the cos_t of 1uch relief (about £150 million a year) , a 

significant objection fa that any more in thta direction would be challenged by the 

EC Commiuio~ 911 the around• that it ta contrary to the UK'• obligatiOn• under the Sixth 

VAT Directive. In the past action baa been dil'ected towards limiting (rather -than extending) 
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relief, by narrowing the definition of zero-rates alterations. The' Chancellor outlined such 

changes in the 198 Z Budget Sta_tement, but in the event they had to be de !erred as a result 

of doubt c·aused by litigation currently before the courts. 

3. Pending any proposals from ?I.fr Heaeltine we have so far identified no other candidates 

for a construction package. The action !.n the 1982 Budget and subsequently on improvement 

pante has proved &uccessful but has exhausted this uea. The industry will no doubt preaa 

for an increase in the industrial buildings allowance to 100 per cent and, with others, for 

improvements in. the allowances for commercial buildings etc 1• These have been rejected in 

the past and in any event fall in the context o! decisions on the Corporation Tax Green 

Paper. A broadening of the definition of qualifying premises for the Small Workshops 

Scheme may also be pressed, bu t again there ~as a fairly substantial change in this c ontext 

in the 198Z Budget. 

8 December 1982. 

1 
A proposal for initial a llowanc es to be made available for commercia l buildings in 

inner - city areas at a rate of ZO per cent is currently being- examined in the Review of 
Regional E"cohomic Policy. Mr Quinlan chairs the interdepartmental official group 
conducting this review. 
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ANNEX 5 

BUDGET PACKAGES 

Oil Tu.ation 

There are a number of items in the starters list which are candidates for a package here. 

These comprise:-

(a) North Sea regime: structure and rate (starters number 109, cate gory BZ}. 

Inte"rdepartmental discussions a.re concluding and a submission will shortly be 

made to the Chanc~llor and Secretary of State for Energy. 

(b) PRT expenditure reliefs and rece~pts (including pipeline tariffs) from oil relate ·l 

assets (starters number 115, category Cl). The purpose of the legislation will be 

to allow full PRT relief for expenditure on oil-related assets (whether or not 

they are used only for the purposes of the owner's oil field) and to bring 

incidental receipts including pipeline tariffs within scope of PRT (i~ather than, as 

now, restrict relief to reflect own field use only, and to leave incidental receipts 

outside scope of· PRT). Commitment to 1983 legislation in 198Z Budget Speech. 

Consultative document issued 7 May 198Z, evisaging legislation (backdaged to 

7 May) in FB 1983. Cost/yield in first few years heavily dependent on nature of 

transitional provisions; yield likely to rise thereafter (to c. E75 million pa by 

end 1980s}. Up to 15 pages of legislation will be required, though Ministers have 

requested that as much as possible should be in a schedule. 

(c) Recovery of over-allowed PRT expenditure relief• (starters number 164, 

category D). 

(d} _P_R_T-';---"'mr-'--· _e_c...;..t _ exp__.,...;;;o_rt-'-s_ fr_ o_m_ ...;..t_ank_er;;._.-_lo_a_d_i_ng __ f_le_l_ds 

category D). 

(e) Recovery of over-allowed PRT expenditure relief• 

category D}. 

(starters number 163, 

(starters number 164, 

(f) PRT exempt gas and payback (starten number 166, category E). 

(g) Transfers of gas between fields in some ownership (starters number 167, 

category D). 

(h) Recovery of corproatlon tax uopaid by DOD-residents from licensees (starters 

number 184, category E). 

(i) OU valuation (starters number 187, category E). 
~ 

0) .Abwtive exploration expenditure - extension of time limits for claims (starters 

number 188, cateaory E). 
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ANNEX 6 

BUDGET PACKAGES 

Tourism/Holiday 

In his letter of Z9 October the Secretary of State for Trade proposed an increase in the 

initial building allowance for hotels from 20 per cent to 50 per cent and its extension "to 

other buildings where tourist or tourist-related activity takes place". This is currently being 

examined, alongside a number of other potential candidates for such a package. These 

include:-

(a) extension of the existing hotel allowances to hotels with less than 10 bedrooms 

(also proposed by Lord Cockfield). 

(b) extension of allowances to certain self-catering accomodation (a proposal in the 

letter of 4 November to the Chancellor from the Chairman of the English Tourist 

Board). 

(<:) VAT rellefs for the tourism industry. 

(d) extending domestic de-t"ating to hotels and restaurants. 

(e) an increase in the grants available under the Development of Tourism Act 1969, 

specifically for project• upgrading tourism facilities rather than for new hotels. 

FP, in conjWlction with IA and Inland Revenue, are currently examining these, with a view 

to an early submission to the Chancellor. 

8 December 198Z 

. . 
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ANNEX 7 

BUDGET PACKAGES 

Agriculture 

The Financial Secretary has asked Inland Revenue to examine several items in the context 

of the capital tax treatment of agricultural land, which might form the basis of an 

agriculture package. At present the potential tax candidates for such a package are:-

(a) increase the CTr agricultural relief for let land to 30 per cent. 1nis would have 

a cost of £3 million. 

(b) increase from 8 to 10 years the period over which C'IT can be paid by interest­

floee instalments. The cost is yet to be estimated. Some of the benefit would go 

to businesses, so this could alternatively form part of an enterprise package. 

(c) CGT rollover relief for let agricultural land, which would have a full-year cost 

of ES million. 

(d) allow management expenses to be deducted from rental income from agricultural 

land and/or treat rental income as earned income. The latter might, in the 

context of self-catering holiday accommodation, be of relevance to any tourism 

package. 

Mt Beighton is the ofi.!cial responsible for these items. To date we have identified no other 

potential candidates for such a package. 

8 December 1982. 
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ANNEX 8 

BUDGET PACKAGES 

Betting and breeding 

The Chancellor has asked (Miss Rutter's minute of Z6 November) thatll:light of the 

representations received Crom the various sectional interests, considerAuld be given 

to all the problems of betting and breeding with a view to a packiif>ssible. The 

Economic Secretary ha.a expl'essed the preliminary view (Mr H minute of 

Z December) that he finds it very hard to belie ve that cash devoted to •ck age would 

be well spent, but he is examining with Customs and Excise and will rep'9e Chancellor 

in due course. 

8 December 198Z 
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ANNEX 9 

BUDGET PACKAGES 

Caring and charitie.• 

This is also now a traditional area for Budget packages, and as a result the cupboard is fairly 

bare at present. 

On the 11caring" side there is one pote ntial candidate in the starters lis.t: 

Widow's bereavement allowance - extension to year after bereavement (starters 

number 1Z9, category D). The Financial Secretary has asked Inland Revenue to look at 

the case for giving the allowance in flill for the year after the husband's death (instead 

for the year of bereavement only) or for a carry-over of the unused allowance into the 

year after bereave ment. This could have a revenue cost in the range EZO million to 

£30 million, but re quire only a few lines of legislation. Minister in lead - FST; official 

r esponsible - Mr Blythe IR. 

3. There are also two potential "caring" candidates in the social security area:-

(a) restoration of the 5 per cent abatement of invalidity benefit (which would cost 

nearly E:Z.0 million in 1983-84 and £56 million in 198485); 

(b) removal of the invalidity benefit •trap• (by allowing recipients to qualify for 

long- term supplementary benefit). This would cost nearly E7 million in 1983-84 

and EIS million in 1984-85. 

It is possible that the work of the Family Policy Group might provide additional candidates; 

if it does so to any degree, a free-standing "family" package might be an alternative. 

4. As regards the charities side, the Financial Secretary has asked (Mr Kwiecinski's note 

of 8 December) that abolition of the £250,000 ceiling on CIT relief for bequests (and gilts 

within the year of death) to charities should be considered a starter. Another possibility 

might be to raise the ceiling on the amount cf payments to charities under deeds of 

covenant which qualifies for higher rate relief. T..e limit is at present £3 1000. 

S. As regards VAT and cba:rities, the Economic Secretary requested (Mr Harrison's minute 

of 15 N ovem her) a study of the practicalities and implications of a scheme to pay grants to 

charities to compensate for VAT, in those cases where charities provide a service which is 

also carri~d, out by the public sector: this waa contained in Mr Knox's submission of 

ZS November. The Chief Secretary and the Economic Secretary indicated that they would 
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strongly hope to avoid the introduc tion of such grants. The Chance llor has since had a 

meeting with Mr John Hannam MP and has commented {Miss Rutter's minute of 1 December) 

that the charities case - much better presented than last year - will need care ful 

consideration. He has asked for comments on the figures adduced by Mr Hannam on the 

number of charities likely to be involve.d, the staffing implications and the effects of a de 

minimus threshold of £.150 of VAT paid in a fin ancial year. He has abo asked Customs to 

consider with the Revenue the p ossibilities for a m ore streamlined way of dealing with the 

tax affairs of charities. 

6. Measures for further fi scal relief which are still being pressed by the voluntary sector 

(or on their behalf by the social policy Departments) include:-

(a) tax relief on •pay-roll• giving; 

{b) tax relief on individual donations above a certain minimum level; 

(c) for companies, re lief up to a limit of, say, Z pei- cent of taxable profi ts for 

charitable giving, oi- for giving which matches employees' contributions; 

(d) for companies again, relief for the cost of seconding staff to voluntary bodies; 

(e) covenanted payments to charities by companies to be paid gross (to save paper 

work). 

Some of these proposals would have substantial cos ts and/or involve administrative and 

other difficulties and on these grounds have been rejected in the past. He re, too, it is 

possible that the Family Po licy Group might produce other potential candidates . 

7. There are also one or two possible ideas which would involve additional public 

expenditure:-

(a) "invest ment gran ts " to the voluntary sector (for example, for new equipment or 

for day centres to provide "community" care), paid under Section 64 of the 

1968 H ealth Services Act; 

(b) a ce ntral grant t o the N ational Association of Councils of Voluntary Service, to 

assis t the developm ent o f local voluntary service councils by meeting their 

administr .... tive and management cos ts. 

The 1983-84 cost of each might be of the order of ES million, though both approaches would 

more naturally take the form of longer-term programmes rather than one-year exercises. 

8 Dec ember 1982. 
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ANNEX 10 

BUDGET PACKAGES 

Fairness in Taxation 

The l 98Z Budget included a section on fisca l justic e, and there are a number of items in the 

starters list which might form a similar package. These comprise:-

(a) VAT: Bio~ input tax on petrol and, poseibly, derv (starters number 3, 

category B. l). Case rests both on revenue-raising possibilities and on n eed to 

deal effectively with abuse through diversion of petrol to private use while the 

VAT input tax is claimed. The case has been examined in e ach of the last three 

years, but rejec ted on the gro.unds that it would increase business costs 

considerably and fall arbitrarily on abusers and non-abusers alike. Effect on 

business costs could be limited by blocking of petrol only; this would also 

concentrate more on the abuse which is still prevalent among smaller traders in 

particular, although recent evidence suggests that, overall, the leve l of abuse 

may not be quite as bad as once feared . Blocking petrol only would raise about 

£330 million in 1983-84 and £470 million in a full year; petrol and derv about 

Vt £565 million and £775 million respectively. Could be done by S.I., but at 

13 October starters' meeting Ministers expressed preference for Financial Bill 

provision (1 l page s) to avoid protracted procedural debate. Minister in lead -

EST; official responsible - Mr Knox C&:E. 

(b) Appliction of PAYE to earnings from offshore employment (starters number 106, 

category Bl). Legislation to apply PAYE to offshore employment may be needed 

if a current House of Lords case is decided agalnst the Revenue. Some 

E 10-20 million of tax would be at risk without legislation. Minister in lead -

FST; official responsible - Mr Blythe IR. 

(c) Life assurance chargeable events: secondhand bonds (starters number 110, 

category Cl). An announcement of the intention to legislate in the 1983 Finance 

Bill was given on Z.4 June 198Z, in the wake of increased exploitation of these 

bonds by hjgher rate tax-payers. The legislation would be retrospective to 

l October 198Z.. It will prevent the use of this device by which profits from the 

sale of a life policy or Ufe annuity contract can be moved from income tax to 

capital gains tax. There would probably be a small revenue yield and the 

measure will require Z tci 3 pages o.f legislation. Minister in lead - FST; official 

responsible ..: Mr O'Leary m. 
: 
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..;;;G..;;;r_o_u..,p___;;r_;e'"""li_· e_f_:_.....:a"-v'"""o_i...;;d..;;;anc;.;;...;;.ce..;;;..__,(B=L~) (starters number 119, categol'y CZ.) . British 

Leyland's scheme involves buying a company with a large capital gain and using 

this to cover trading losses from within the acquiring group. There is a large 

potential revenue coRt if such avoidance is not prevented. Minister in lead :­

MST(R); official responsible - Mr Battishill IR. 

Fringe benefits (starters numbers 133 and 134, category 0). The Budget 

Statement will, as in previous years, contain an announcement about the uprated 

car. and car fuel benefit scales to apply in 1984-85. Ministers will also shortly 

receive a note reviewing the whole fringe benefit area which might lead to 

legislation on, inter alia, abuse of the present rules on company loans and 

accommodation (eg Marks&: Spencer buy-back options). But it is not yet 

possible to es timate the revenue yie ld or length of any legislation. Minister in 

lead - FST; official responsible - Mr Blythe IR. 

Capital gama tax: capital loss buying and groupa of companies (starters 

numbe r 142., category D). In their simplest form such schemes involve the 

passing of asse~s within a group t o enable a gain from a sale to be set off 

agaiinst the c apital losses of a newly acquired company. They ue, there fore, 

.similar to the BL sche me (see (c) above). Le gislation would require 3 to 4 pages; 

there is a possible overall loss of £.30 million of tax if no action is taken. 

Minister in lead - FST; official responsible - Mr Beighton IR. 

(g) Development land tax - disposals by non-residents (starters number 149, 

category D). Where a purchaser acquires deve lopment land from a non-resident, 

he is required to deduc t a payment on account of DLT. Without this provision it 

would rarely b e possible to collect the tax. However, over 50% of non-residents 

are managing to avoid the deduction. Legislation to prevent this would be 

t page long, and would yield perhaps £5 million per annum. Minister in lead -

MST(R); official responsible -

(h) Deny stock relief to commodity/bullion dealers (starters number 153, 

category D). Commodity and bullion dealers operate on small profit margins, but 

have a high turnover of stocks, which are largely financed by borrowing. They 

receive excessive stock reli e f. Legislation to deny stock relief would be 1 to 

Z. pages long and, if applied to all dealers would yield £20 to 40 million. Minister 

in lead - MST(R}; official responsible - Mr Battishill IR. 

(i) Clarify UJeaning of •payments on account• for stock relief (starters number 154, 

category D). Pay ments on a ccount are deducted from stock valuea in computing 

-atock relief. In recent cases these have been dressed up as loans ao as to entitle 

to stock relief traders who are not themselves financing the c osts of their 
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stockholding. Potentially aubstantial amount of revenue at stake if scheme 

spreads, particularly among property developers. At present, best estimate of 

revenue loss is £ 15 million. Legislation would require l page. Minister in lead -

MST(R}; official responsible - Mr Battishill IR. 
, 

U) Late payment · of tax on clirectora1 remuneration (starters number 131, 

category D). In general, employers pay fairly promptly PAYE tax deducted from 

employees' pay. However, there is an increasing problem with companies (often 

smaller companies) failing to deduct tax from directors' remuneration and 

subsequently delaying payment of tax for months or even years. The only 

effective deterrent is likely to be a charge to interest, dating from the time ~ 

when the tax liability is formally_ determined. This would be unwelcome to the 

companies concerned, but would provide an acceleration of revenue and staff 

savings. The Keith Committee are considering the question. Minister in lead -

FST; official responsible - Mr Blythe IR. 

8 December 1982 
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Copies attached for: 

Chief Secretary 
~inancial Secretary 
~conomic Secretary 
Minister of State (C) 
Minister of State (R) 
Mr Ridley 
Mr French 
Mr Harris 
Sir Douglas Wass 
rir Burns 
Sir Anthony Rawlinson 
Mr Bail:ey 
PS/Inland Revenue 
PS/Customs & Excise 

BUDGET PACKAGES 

FROM: D J L MOORE 
DATE: 9 December 1982 

cc for information: 

Mr Kemp 
Mr Mountfield 
Mr Lovell 
Mr Monger (annex 9 only) 
Mr Moock (annex 2) 
Mr Pestell (annex 4) 
Mr Evans 
Mr Cassell . 
Mr Griffiths 
Mr Hobson 
l"lr G Smitn 
Mr Martin~ 
Mr Painter IR 
Mr Howard - C&.E 

You asked for a n agenda to enable you to review all possible 

areas for which packages might be devised for the 1985 Budget. 
This note has been prepared in consultation with the Revenue 

Departments, Central Unit, GEP and other Treasury Groups. 

2. The annexes attached summarise some possibilities for 
packages under the following headings: 

( i) 

(ii) 

(iii) 

(iv) 
(v) 

(vi) 

(vii) 
(viii) 

(ix) 
(x) 

enterprise and small firms; 

wider share ownership; 
technology and innovation; 

construction; 
oil; 
tourism/holiday industry; 
agriculture; 
betting and breeding (or some less exciting title); 
caring and cb~rities; 
fairness in taxation. 

They take, account of the proposals put to you by the Secretary 
of State for Industry in bis letter of b December, though these 
(like a number of .the o~her ideas listedj have yet to be examined 
in detail .. .... ·- . ~ .,. . ..; .. . 
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3. At this stage we have thought it right to list all relevant 
proposals which have not been positively ruled out, even though 
some of them have been given low priority in the preliminary 
examination of the starters list, others may well be unlikely 
runners, and a number of them are very small. But we hope that 
tbe annexes will give you a picture of the possibilities which 
have emerged so far and that they will serve as a basis for 
discussing whether there are any gaps which we should be moving 

to fill, whether it is possible to indicate priorities at this 
stage, and whether any· of the possibilities should be ruled out. 

4. The following paragraphs raise some general questions on the 

approach to packages and the concluding paragraph lists some 
questions which might serve as an agenda for a meeting. 

Themes and packages 

5. As ins tructed, the note is directed primarily to potential 
11 packages 11

• But to ,judge t be ade quacy, and desirability, of 

pack8ges it is important to think of them in the context of the 
likely main themes of your Budget for personal and corporate 
taxation. Clearly packages must be consistent with these themes 
and reinforce and supolement them. 

6. Some apparent Raps in the packages are most likely to be 
dealt with by action under ma i n themes. On personal tax, for 
example, we do not have much under the package headings which 
is helpful to people, families, poverty and unemployment traps 
and so on. But· in practice the main response on these issues 
is likely to be considered in the context of examination of the 
options for increasing personal tAx thresholds and, later on, 
the levels of social security benefits and child benefit. You 
now have preliminary papers on the options for personal tax -

the Revenue's note of 6 December and mine of 7 December. 

7. On corporate taxation there is .much more in the annexes -

though m~qh of it is relatively minor. Papers will be put to 
you shortly on the general position of the company sector and 
on the main tax options ' ~ primarily corporation tax, NIS and 
industrial rates and, at a l a ter sta~e, the case (if any) and 
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PSBR costs 

8. You will recall that the 1982 Budget packages had a total 
first year PSBR cost of o,ver .£300 million. of which about 
£240 million was for·construction. We cannot yet put firm 
costs on all the items in the annexes but there is already well 
over £500 million worth. This suggests: 

(i) you will wish to guard against any premature 
commitment to packages which might pre-empt too much 
of whatever might become available for your main 
objectives (e.g. £300 million would buy about 2 per 

cent on personal allowances and thresholds above 
indexation or getting on for i per cent off NIS); 

(ii) you might want to consider ~hether, at least 
provisionally, a view can be taken on priorities 
both between packages and within them and whether 
the options might be narrowed down at this stage. 

Further Budget representations 

9. As well as considering whether the present lists can be eutt 
and ranked, you will want to consider whether there are any gaps. 
For the moment the annexes draw primarily on the Budget starters 
list and an in-house trawl together with the DOI representations. 
Other ideas will undoubtedly emerge as proposals come in from 
other Ministers individually and maybe collectively (e.g. from 
the Family Policy Group) and also from outside bodies. 

10. Following Mr Kerr's minute of 29 November, Trade. Energy 
and Environment and the Governor are being asked to put in 
their ideas in good time. Nearer the Budget time you will also 
be talking to the Secretary of State for Social Services. Are 
there any other Ministers you.want to prompt, or any major 
outside bodies? On possible gaps you will note that there is 
nothing sp~9ific on employment measures or on energy prices. 

3 
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Public expenditure 

11. In this preliminary ' trawl for potential candidates we have 
not ruled out smallish public expenditure measures, which have 
been components of previous packages. GEP point out that the 
planning total for 1983-84 was ~121.1 billion in the 1982 PEWP 
and ~120.1 pillion in the Autumn Statement and that it n0w looks 

like coming down further~ to about £119.6 billion allowing for 
expected shortfall and/Contingency Hese~ve of £1.5 billion. Bo 
there is room for modest additional expenditure witnout breaching 
the planning total: up to £0.~ billion if we stick with the AS 
figure, or up to ~1 .5 billion if we ~o up to the PEWP level. 
But GEP advise that the AS total should be maintained; the 
Government has taken credit publicly for keeping the total within 
the 1982 PEWP limit, and there is alw~ys a risk of new public 
expenditure claims arising outside the field of Budget packages. 

12. A second point in this context is the treatment of "tax 

expenditures 11
• When thii:J was discussed earlier this year, your 

inclination was to build on the teletext precedent. Last year, 

£100 million extra w~s set Aside in the Budget for assista nce 
to industry, and· Mr Jenkin was invited to choose between 
additional exuenditure or tax reliefs. This year you could 

adopt the same technique (subject to the constraint of the 
uplanning t otal") with him and others, or you could invite 
spending Mi nisters to offer up savings from a pproved expenditure 
~rogrammes to pay for the tax r eliefs they propose (e.g. the 
Secretary of Stnte for Trade, who in his let ter of 29 October 
proposed an extension of the industrial buildingR allowRnce as 
an aid to tourism). 

Finance Bill 

13. Ministers have already indicate_d that they wAnt A shorter 

and simpler Finance Bill in 1983 . For the moment we have not 
ruled out ~ossibilities on that count although we have indicated 

I 

where possi ble what would be the length and complexity involved. 





1A't.1 --o 
Questions 

14. Bearing in mind tne need to relate packages to themes, and 
to avoid tne risk of pre-empting too much for packages 
(Paragraphs 5-8(i)), you may like to consider tbe following 
questions in particular: 

(i) Do you wish to take a view, at least provisionally, 
on priorities between packages and within them and 
on whether the options might be narrowed down at 
this stage? (Paragraph 8(ii)) 

(ii) Do you wish to stimulate a~v further representations? 
(Paragraph 10) 

(iii) Are there any gaps on which you would want to 

commission work? (Paragraph ~O) 

(iv) Are you content that modest public expenditure should 
not be ruled out of court at this stage? (Paragraph 11) 

( vi) Do ~ou wibil to approach "tax expenditures" as 
suggested in paragraph 12? 

(vii) Are there any points you wish to register at this 
stage on Finance Bill length and complexity, or are 
you content that this should be left open for the 
moment·~ (Paragraph 13) 

(viii} In practice pretty well all the particular items 
are already under the eye of a particular Junior 

. , 

Minister, but are 
about supervision 
packages? 

there any points you wish to make 

of further work on particular 

DJ. L MOORE 
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ANNEX 1 

BUDGET PACKAGES 

Enterprise and small f irm11 

There are two items which have become regular features of enterprise packages~-

(a) Revalorisation of VAT registration and deregistration limits (starters list 

number 4, category BZ). The EC Sixth VAT Directive rules out increa.se in real 

terms. But should be able to rai~e registration threshold from E 17 ,OOO to 

£18,000, which will assist small businesses, particularly new ones. The cost 

would be around £5 million. Can now be done by SI, negative resolution, under 

powers taken in FA 1982., sl3. Minister in lead - EST; official responsible - Mrs 

Strachan, C & E. 

(b) Corporation tax: •small companies• profits limits and rate (starters list 

number 103, categ9ry A). The profits limits could be increased in line with 

inflation {which would cost £10 million) or by more. The "small companies" rate 

will be considered along with the main rate of corporation tax. Minister in lead -

MST{R); official responsible - Mr Battishill IR. 

i. A number of measures in the context of finance for small firms are currently being 

examined in an exercise under the FST and MST(R). These inclil.de:-

(a) Buainess Start- Up Scheme - extension to existing companies. Mr Jenkin has also 

make a number of detailed proposals for changes in the scheme in his letter of 

6 December. 

(b) The CBI proposal for Small Firms Investment Companies, also advocated by DOI 

Ministers. 

(c) Interest-rate subsidies. A scheme linking (public expenditure) subsidies to new 

equity remains on the table and is being worked up. 

(d) Debt-equity conversion. The Bank has been asked to provide a note on the scope 

for action. 

3. In the broad cont.ext of finance, decisions on the future of the Loan Guarantee Scheme 

and Enterprise ~Uowance might also form components of a package. IA Group are 

responsible for these. The possibility of providing for an accruals basis for taxation of !!!Q_ 

and deep--discount corporate ~ond.s is .also being examined. 

1 /1 
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4. In addition, there are a number of, mainly minor, items in the current starters list 

which might be candidates for an enterprise package:-

(a) VAT mual accounting (stuters list number 5, category BZ). This would 

introduce .VAT returns and payments on an annual Onstead of quarterly) basis for 

small business.ea • . Once-for-all cost of £190 million would benefit cash flow of 

some 350,000 businesses. Could save about 140 staff. Main drawback would be 

harmful effect on compliance (already Wlsatisfactory) and on fraud. Could be 

done by SI, negative resolution. 

Ministers will recall that a workini puty sponsor~d by Mr Michael Grylla has 

been aet up •to study VAT in other European countries to see what lessons 

Britain can draw which would reault ha the simplification of the system for our 

own 3maller businesses•. Their aim ia ta reduce the burden of tax accounting and 

collection on auch businesses, and they are particularly interested in the 

operation or the French "forfait" system. The group's report was supposed to be 

available "iowards the end of the summer" but there is no sign of it yet. 

Minister in lead - EST; official r esponsible - Mrs Strachan C & E. 

(b) Allowance of relief for Schedule D Case V trading losses against other income 

(starters list number 1 M, category C2.). Losses of a trade, profession or vocation 

carried on wholly overseas (Caae V) can be carried forward for relief against 

future profits of the same activity but, unlike los•es within Cases I and II, cannot 

in general be set against other income. Follo11•ing Small Business Bureau 

conference early thia yeu the Chancellor informed Mr Grylls that the case for 

aome relaxation wo.s already under consideration in the light of a Budget 

representation by Inatitute of Director1 that the rulea for UK and overseas 

trading losses should be brouaht into line. Length of legislation would depend on 

whether unreatricted relief OD Cuea 1 and II lines allowed (Z l paaes) or relief 

confined to set off aaainat income from substantially similar activity in UK 

(1 paae). Either way cost thoupt to be under El million. Minister in 

lead - ; official responsible - Mr Taylor-Thompson IR. 

(c) De minlmia limit for aaseasment of apportioned income of an lndbidual (starters 

Uat number 1 SZ, cateaory D). Income which ia apportioned to the proprietor of a 

c101e company is not actually useued if it ls les.i than £ZOO. This limit was 

l"'ed in l 97Z: reva.lorised it would be over £500. The chanae would have a 

nesliaible revenue coat and would require only 2 or l lines of legislation. 

Minister in lead - FST; official reaponaible: Mr Battiahlll lR. 

(d} Clo,se compuiea; ACT ltmit cm Joane to employeea etc. (starters list 

number 181, c::atoiory E). The limit wu fixed at £15 1000 in 1971: revalorised 

l/Z 
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limit would be £70,000. The limit is an extension of that in Section Z86(J}(ii) 

Taxes Act 1970 which exempted certain housing loans from the operation of 

Section 286. An increase was considered in 1981; but - although there is no 

direct link therewith - was not made for feal' of inviting comparison with the 

decision to : leave, the mortgage interest relief limit unchanged. Might be 

conaidered if Ministers wished to increase the latter. Cost would be small, and 

only Z or 3 lines of legislation would be required. Minister in lead - MST(R) j 

official responsible - Mr Battiahill IR. 

(e) Relief for interest - employee buy-out. (starters list number 1891 category E). 

Relief is available to 5 per cent shareholders or managers in close companies for 

interest on loans to buy shares in the company. The Financial Secretary has 

undertaken (letter to Sir William Clark} to review the possibility of an extension 

to cover cases where the company is not close but is controlled by its employees 

and the employees are borrowing to buy shares. Revenue cost of about 

ES million (though wider repercussions could increase) and about 1 page of 

legislation required. Minister in Lead - FST; official responsible - Mr Crawley 

IR. 

5. .Another item, which has recently arisen and is not with current starters list, might 

also be a candidate for the package. This is:-

CTr business relief. The Financial Secretary would like to increase the relief for 

minvl'ity shareholdings in unquoted companies from ZO per cent to 30 per cent, which 

would have a cost of EZ million. he has also requested examination of the Unquoted 

Companies Group proposal for def errina the liability on transfers of business interests 

until 1old outside the aroup. This would coat perhap1 £50 milllon, assuming 

agricultural relief has to follow auit. Minl1ter in lead - FST; official responsible - Mr 

Beighton IR. 

6. The Financial Secretary effectively ruled out the Inatitute of Directon' proposal for a 

£5,000 tax-free ata.rter in discuulons with olficlala prior to the meetln1 wlth the IOD on 21 

October. But formally, the IOD has been invited to re-examine the problems identified and 

report back. A separate issue which ha.s 1temmed from tho examination of the IOD proposal 

la that of the burden of PAYE operation• for the 1mall employer: the Financial Secretary is 

examlnin11 this with officials. 

1/3 
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7. Finally, there are a number of other items in Mr Jenkin'a letter of 6 December. These 

comprise:-

(a) Enterprise bonds, .an idea examihed and rejected for the l 98Z Budget. 

(b) further extenaions of interest relief; to unquoted companies and all full-time 

employees, 

(c) further ext~naions of the pre-trading expendltU?'e relief1. 

(d) extension of CGT rollover relief to include unquoted trading company sbal'es 

(e) relief for loue1 in the first few years of busin.ess should be available to 

companies. 

8 Decembe.r 1982 
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ANN.BX 2 

BUDGET PACKAGES 

Wider Share Ownership 

Changes in the tax arrangements for share option and profit sharing schemes are a priority 

item in Mr Jenkin's proposals for the 1983 Budget. In particular, he advocates the 

reintroduction of the 197Z relief for "top hat" schemes. The proposals detailed. in his letter 

of 6 December are as follows:-

(i) a new scheme increasi'ng the permitted maximum of approved share incentive or 

option schemes to £ 10,000 p . a or £50,000 overall. 

(ii) companies to be able to restrict eligibility for approved schemes to key 

executives if they wish. 

(iii) deferral until the shares are sold of any charge to tax arising on exercise of an 

option. Such charge to be to capital gains rather than income tax. 

(iv) a review of the rules relating to the growth in vlaue charge particularly the 

definition or ftrestrictions" and the application of this charge to tranaactions 

involved in management buy-outs. 

(v) particular consideration to be given to charges facilitating schemes within 

groups of companies. 

(vi) particular consideration to be given to relaxing the present tax treatment of 

ftpartly-paid• schemes which can at present be adversely affected by the 197Z 

and 1976 Finance Acts. 

z. The topic ia covered by a generalised entry in the starters list (number 169, 

category E). The Inland Revenue submission of 19 November (Mr R Martin to FST) indicated 

that the reintroduction of the 1972 "top hat" relief would have a revenue cost in the range 

£50-£100 million and a legislation requirement of up to 7 pages. 

3. In this context, HF have also suggested that consideration niight be given to the 

possibility of raiaing the monthly limit (at present ESO) an SA YE contributions linked to 

share option schemes for employe·es. This might be limited to compen.aUna for a reduction 

in the eff ectlve return on such SAYE cont~act• or be used to extend the scope for tax relief 

for ordinary employees on share option schemes, though there haa been no presaur.e for the 

latter. There, ~re, however, compltcations arising from the participation of building 

societies in SA YE and there is no certainty that any change would be needed. · 

Z/l 
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4. Changes in employee share schemes have usually formed part of enterprise package1. 

We have so faz been unable to identify additional candidates which might enable a free­

standing package, other than a number which have been rejected in the past. These include: 

(a) relief from atamp duty, for "small parcel" share transactions, examined and 

rejected for the 198Z Budget. The coat would be likely to be large, because 

transactions would be split to get the relief. 

(b) the Institute of Director's proposal for "employee boDda", designed to reward 

employ~es without diluting share ownership; again, examined and rejected for 

the 1982. Budget. 

(c) the variou!I proposals for a "Loi Monory" type relief for investment in the new 

equity of UK trading companies, rejected on several occasions in the past and 

most recently for the l 98l Budget. The cost would depend on the detailed 

arrangements and take up, but might be of the order of E 150 million per million 

claimants. Mr Isaac's minute of 7 December reported on discuaaiona with 

Mr Ferdinant Mount on this topic, following Mr Mount's note to the Chancellor of 

zi November. 

8 December 1982. 
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ANNEX J 

BUDGET PACKAGES 

Technology and Innovation 

There wa.s a fairly substantial'innovation package in the 1982 Budget, but to date there are 

very few candidates for a successor. 

z. The continuation of 100 per cent first-year capital allowances for rented TV sets 

equipped with teletext was one item in 198? package. In his letter of 6 December Mr Jenkin 

suggests a further extension of ·the present favourable regime for rented teletext and 

riewdata sets, which is also being strongly pre~sed by the TV manufacturers and renters. 

DOI officials are to provide a paper on this; the official responsible in m is Mr Battishill. 

3. Also on the tax side Mr Jenkin proposes allowances for research and development, in 

the form of a broadening of the eligibility definition for the present scientific research 

allowance. (This was examined and rejected for the 1~82. Budget). And the following item 

might also be squeezed in under -the technology heading:-

Capital allowance.a for British films - extending the transition.al relief. Ministers are 

already attracted by the possibility of extending the two-year transitional period in 

this year's legislation for which British films continue to qualify for 100 per cent first 

year allowances. There is a good deal of pressure from the itlm and commercial 

television industries. The case for more generous treatment turns· to an extent on the 

Government's policy towards cable and satellite transmission systems. Minister in 
' lead - FST; official responsible - Mr Battiahill IR. 

4. On the expenditure side Mr Jenkin proposes the reintroduction of the Small 

Engineeriy Firms Investment Scheme (SEFI.Si. In addition, hls letter of 6 December 

indicates that he is also considering the following: -

(i) suppott for other innovation-linked investment in addition to SEFISj 

(H) an expansion of support for R&D, possibly including a response to the Alvey 

{Fifth Generation Computers) proposalsJ 

(iii) increased support for technology transfer; 

(iv) support for the development and improvement of management skills. 

5. IA Group will be examinina these ideas, which could require substantial amounts of . ' 
expenditue (SEFi:S and Alvey could alone require something of the order of-£50 million in 

3/1 
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;h year of the Survey - the SEFIS expenditure could be front-loaded and declining, while 

the computer expenditure would be on a risini trend). 

8 December 198Z 

. . . 
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ANNEX4 

BUDGET PACKAGES 

Construction 

There are several items in the starters list which might form components of a construction 

package:-

(a) Mortgel$e interegt relief limit (starters number 105, category A). This will, of 

course, be strongly pressed by the industry, though . there are strong arguments 

against raising the limit. Costings in this area are highly uncertain, but the cost 

of an increase to £30,000 is in the r~ge of £50 to £75 million in 1983-84 {and 

£100 to £ZOO million eventually, taking account of the extra borrowing 

generated). Only 3 or 4 lines of legislation a.re required. Minister in lead - FST; 

official responsible - Mr Crawley IR. 

(b} Revalori.sation of the atamp duty thresholds is subsumed in starters number 140 

(category D; Stamp duty: reform proposal's). In the 198Z Budget action here . 
was preferred to (a). The cost would be in the range ElO to E30 million, 

depending on whether done by reference to RPI or to house price movements. 

Minister in lead - MST(R); o fficial responsible - Mr O'Leary IR. (In his letter of 

6 December Mr Jenkin also suggests that stamp duty should be reduced for first 

time buyers-.) 

(c} DLT: own use deferment (starteu number 178, category E). The 1981 Finance 

Act included a DLT deferment for, developments for the owner's own use started 

before April 1984. A decision will be needed on whether the relief is to be 

extended for a further period, made permanent or whether it should come to an 

end as planned in 1984. The 1983-84 revenue coat is nil and the length of 

legislation involved depends on whether the relief is made permanent, which 

would require 3-4 pages. Given ita nature, this item might alternatively form 

part of an e.nterprise package: indeed, lt could be ari\Jed that there is a greater 

incentive to new construction in keeping the terminal date. MST(R) is seeking 

Mr John Stanley's views. Official responalble - Mr Belghton IR. 

Z. The NFBTE and others would like to 1ee VAT aero- ratina extended to building repairs 

and maintenance. Apart from the cost of 1ucb relief (about £150 million a year), a 

significant objection la that any more in this direction would be cballensed by the 

EC Commissio~ 911 the il'Ounda that it ia contJ"ary to the UK11 obligation• under the Sixth 

VAT Directive. In the past action ha.a been directed towards limiting (rather .than extending) 
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relief, by narrowing the definition of zero-rates alterations. The Chancellor outlined such 

changes in the l 98Z Budget Statement, but in the event they had to be deferred as a result 

of doubt caused by litigation currently before the courts. 

3. Pending any proposals from Mr Heaeltine we have ao far identified no other candidates 

for a construction package. The action in the l 98Z Budget and subsequently on improvement 

panta has proved successful but has exhausted thia area. The industry will no doubt preaa 

for an increase in the lnduatrial buildings allowance to 100 per cent and, with others, for 

improvements in. the allowances for commercial buildings etc1• These have been rejected in 

the put and in any event fall in the context of decision• on the Corporation Tax Green 

Paper. A broadening of the definition of qualifying premises for the Small Worbhops 

Scheme may also be pressed, but again there was a fairly substantial change in this context 

in the 1982 Budget. 

8 December 198Z 

1 
A proposal for initial allowances to be made available for commercial buildings in 

inner-city areas at a rate of 2.0 per cent is currently being' examined in the Review of 
Regional Economic Policy. Mr Quinlan chairs the interdepartmental official group 
conducting thia review. 

4/2 
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ANNEX 5 

BUDGET PACKAGES 

Oil Taxation 

There are a number of items in the starters list which a.re candidates for a package here. 

These comprise:-

(a) Horth Sea regime: structure and rate (starters number 109, category BZ). 

Inte.rdepartmental discussions are concluding and a submission will shortly be 

made to the Chanc~llor and Secretary of State for Energy. 

(b) PRT expenditure reliefs and rece~pts (including pipeline tariffs) from oil related 

uaeta (starters number 115, category Cl). The purpose of the legislation will be 

to allow full PRT r e lief for expenditure on oil-related assets (whether or not 

. they are used only for the purposes of the owner's oil field) and to bring 

incidental receipts including pipeline tariffs within scope of PRT (rather than, as 

now, restr ict re lief to reflect own field use only, and to leave incidental receipts 

outside scope of- PRT). Co mmitment to 1983 legislation in 198Z Budget Speech. 

Consultative document issued 7 May 198Z, evisaging legislation (backdaged to 

7 May) in FB 1983. Cost/yield in first few years heavily dependent on nature of 

transitional provisions; yield likely to rise thereafter (to c. £75 million pa by 

end 1980s). Up to 15 pages of legislation will be required, though Ministers have 

requested that as much as possible should be in a schedule. 

(c) Recovery of over-allowed PRT expenditure reliefa (star.ters number 164, 

category D). 

(d) _P_R_T_: _ _ dir_· _e_c_t _ exp _ _ o_rt_s_ fr_ o_m __ t _ank._ er_ -_lo_a_d_w_n_g_ f_ie_l_d.s_ 

category D). 

(e) Recovery of over-allowed PRT expenditure relief• 

category D). 

(starters number 163, 

(starters number 164, 

(f} PRT ezempt gas and payback. (starters number 166, category E). 

(g} Transfers of gas between fields ln some ownership (starters number 167, 

category D). 

(h) Rec overy of corproatlon tax unpaid by non-residents from licensees (starters 

number 184, category E). 

(i) Oil valuation (starters number 187, category E). 
. , 

U> Abo.rtive exploration expenditure - extension of time llmitl for claims (starters 

number 188, cateaory E). 

5/1 
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You asked for an agenda to enable you to review all possible I 

areas for which packages might be devised for the 1985 Budget. 
This note has been prepared in consultation with the Revenue 
Departments, Central Unit, GEP and other Treasury Groups . 

'' '· 
~~1'~ 

2. The annexes attached summar ise some possibilities for 
packages under the following headings: 

( i) 

(ii) 

(iii) 
(iv) 
(v) 

(vi) 
(vii) 
(viii) 
(ix) 

(x) 

enterprise and small firms; 
wider share ownership; 
technology and innovation; 
construction; 
oil; 
tourism/holiday industry; 
agriculture; 
betting and breeding (or some less exciting title); 
caring and charities ; 
fairness in taxation. 

They take account of the proposals put to you by the Secretary 
of State for Industry in his letter of 6 December, though these 
(like a number of the other ideas listed) have yet to be examined 

in detail. 
1 
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3. At this stage we have thought it right to list all relevant 
proposals which have not been positively ruled out, even though 
some of them have been given low priority in the preliminary 
examination of the starters list, others may well be unlikely 
r unners , and a number of them are very small . But we hope that 
the annexes will give you a picture of the possibilities which 
have emerged so far and that they will serve as a basis for 
discussing whether there are any gaps which we should be moving 
to fill, whether it is possible to indicate priorities at this 
stage, and whether any of the possibilities should be ruled out. 

4. The following paragrAphs raise some general questions on the 
approach to packages and the concluding paragraph lists some 
questions which might serve as an agenda for a meeting. 

Themes and packages 

5. As instructed, the note is directed primarily to potential 
11 packages '1 • But to judge the adequacy, and desirability, of 
packages it is important to think of them in the context of the 
likely main themes of your Budget for personal and corporate 
taxat ion. Clearly packages must be consistent with these themes 
and reinforce and supplement them. 

6. Some apparent gaps in the packages are most likely to be 

dealt with by action under main themes. On personal tax, for 
example, we do not have much under the package headings which 
is helpful to people, families, ?OVerty and unemployment traps 
and so on. But in practice the main response on these issues 
is l i kely to be considered in the context of examination of the 
options for increasing personal tax thresholds and, later on, 
t he levels of social security benefits and child benefit. You ~ 

now have preliminary papers on the options for personal tax -
the Revenue's note of 6 December and mine of 7 December. 

7. On corporate taxation there is much more in the annexes -
though much of it is relatively minor. Papers will be put to 
you shortly on the general position of the company sector and 
on the main tax options - primarily corporation tax, NIS and 
industrial rates and, at a later stage, the case (if any) and 

the options for reductions in car tax. 
2 
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PSBR costs 

8. You will recall that the 1982 Budget packages had a total 
first year PSBR cost of over £300 million, of which about 
£240 million was for construction. We cannot yet put firm 
costs on all the items in the annexes but there is already well 
over £500 million worth. This suggests: 

(i) you will wish to guard against any premature 
commitment to packages which might pre-empt too much 
of whatever might become available for your main 
objectives (e.g. £300 million would buy about 2 per 
cent on personal allowances and thresholds above 
indexation or getting on fort per cent off NIS); 

you might want to consider whether, at least 
provisionally, a view can be taken on priorities 
both between packages and within them and whether 
the options might be narrowed down at this stage. 

Further Budget representations 

9. As well as considering whether the present lists can be cut, 
and ranked, you will want to consider whether there are any gaps. 
For the moment the annexes draw primarily on the Budget starters 
list and an in-house trawl together with the DOI representations. 
Other ideas will undoubtedly emerge as proposals come in from 
other Ministers individually and maybe collectively (e.g. from 
the Family Policy Group) and also from outside bodies. 

10. Following Mr Kerr's minute of 29 November, Trade, Energy 
and Environment and the Governor are being asked to put in 
their ideas in good time. Nearer the Budget time you will also 
be talking to the Secretary of State for Social Services. Are 

1 ) there any other Ministers you want to prompt, or any major 
~ outside bodies? On possible gaps you will note that there is 

nothing specific on employment measures or on energy prices. 

h·(• t 
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Public expenditure 

11. In this preliminary trawl for potential candidates we have 
not ruled out smallish public expenditure measures, which have 
been components of previous packages. GEP point out that the 
planning total for 1983-84 was £121.1 billion in the 1982 PEWP 
and ~120.1 billion in the Autumn Statement and that it now looks 
like coming down further, to about £119.6 billion allowing for 

a 
expected shortfall and/Contingency Heserve of £1.5 billion. Bo 
there is room for modest additional expenditure without breaching 
the planning total: up to £0.7 billion if we stick with the AS 

figure, or up to ~1.5 bill ion if we go up to the PEWP level. 
But GEP advise that the AS total should be maintained; the 
Government has taken credit publicly for keeping the total within 
the 1982 PEWP limit, and there is always a risk of new public 
expenditure claims arising outside the field of Budget packages. 

12. A second point in this context is the treatment of 11 tax 
expenditures 11

• When this was discussed earlier this year, your 
inclination was to build on the teletext precedent. Last year, 
£100 million extra was set aside in the Budget for assistance 
to industry, and Mr Jenkin was invited to choose between 
additional expenditure or tax reliefs. This year you could 
adopt the same technique (subject to the constraint of the 
"planning total") with him and others, or you could invite 
spending Ministers to offer up savings from approved expenditure 
programmes to pay for the tax reliefs they propose (e.g. the 
Secretary of StAte for Trade, who in his letter of 29 October 
proposed an extension of the industrial buildings allowance as 
an aid to tourism). 

Finance Bill 

/'13. Ministers have already indicated that they want a shorter 
and simpler Finance Bill in 1983. For the moment we have not 

~ -ruled out possibilities on that count although we have indicated 
where possible what would be the length and complexity involved. 

4 
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Questions 

14. Bearing in mind the need to relate packages to themes, and 

to avoid the risk of pre-empting too much for packages 
(paragraphs 5-B(i)), you may l ike to consider the following 
questions in particular: 

(i) Do you wish to take a view, at least provisionally, 
on priorities between packages and within them and 

on whether the options might be narrowed down at 
this stage'? (Paragraph 8(ii)) 

(ii) Do you wish to stimulate any further 
(Paragraph 10) 

(iii) Are there any gaps on which you would want to 
commission work? (Paragraph 10) 

(iv) Are you content that modest public expenditure should "') 
not be ruled out of court at this stage? (Paragraph 11) • 

(vi) Do you wish to approach 11 tax expenditures" as 
suggested in paragraph 12? 

(vii) to register at this 

and complexity, or are 
be left open for the 

Are there any points you wish 
stage on Finance Bill length 
you content that this should 
moment1 (Paragraph 13) .... 

., 
(viii) In practice {?re,tt;t; we1.1] all the -particular items 

are already under the eye of a particular Junior 
fl.,~~ Minister, but are there any points you wish to make 
~ about supervision of further work on particular 

1> "') 
~-packages? 

1. ,»-: . ) 
«\ ~· 

~rJ~~ 
1 ,,.._.A .r- · · r,1r . 
y .. -- . . ' ~ ,, .. tl . 

(\I~· ·•l.l I 

'°' .. 9.S 
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.~PRINCIPAL PRIVATE SECRETARY 

BUDGET PACKAGES 

FROM: JOHN GIEVE 

DATE : 10 DECEMBER 1982 

cc. Financial Secretary 
Economic Secretary 
Minister of State (C) 
Minister of State (R) 
Sir Douglas Wass 
Sir A Rawl inson 
Mr Burns 
Mr Bailey 
Mr Middleton 
Mr Moore 
Mr Kemp 
Mr Mountfield 
Mr Ridley 
Mr French 
Mr Harris 

y, ~ : ·~- "'. .,., ! !. " . ,J lf'.J'\. 1 

The Chief Secretary has seen Mr Moore's minute of 9 December. 
·' ,,, 

The Annex es will no doubt be the subject of discussion , but he 

wou ld l ike to comment straight -away on t he scope fo r public 

expenditure me asure s in the Budget (which is dealt with in para 11 

of Mr Moore's draft) . 

2. He has pointed out, first, that the planning tota l for 1983- 84 

of £121.l billion in the 1982 PEWP was out of dat e by the time it 

was published a nd that the baseline f or the new Survey , incorpora­
ting the effecb of the 1982 Budget , was £1 20 . 7 billion . That 

fi gure was published in the Autumn Statement a nd is 

compared with the revised plans of £1 20.1 billion. 

Statement also provided fo r shortfall of £1 billion 

the one to be 
The Autumn 

(although t his 
was not included in the public expenditure tables themselves) so 

that the planning total, allowing for shortfall , which was agreed 

as a result of the Survey was in effect £119J bill ion . Since the 

publ ication of the Autumn Statement, an addition of about £500 million 
has had to be made to those plans. At the same time, the forecasts of 

likely outtur n in 1982- 83 have been revised downwards. The very 

latest est imate is about £11 3 bil lion . 

3. As a result of these substantial changes , it now seems likely 
that planned expenditure in 1983-8 4, even allowing for shortfall, 

will be higher in real (cost) ter ms than expendi ture in 1982-83 . 

It is l ikely also that expenditure in proportion to GDP will fall · 
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scarcely at all between 1982-83 and 1983-84: perhaps from 44% 

to 43 ~% . 

4. I n the Chief Secretary ' s view , these developments are extremely 

unfortunate both because ~inisters have made a good deal in the 
las t few months of having turned the public expenditure tide and, 

substantively, because they show once again how difficult it is to 

achieve reductions i n the total . In his view it is therefore most 

i mportant not to make further additions to the total at the time of 
the Budget. He does not wish to rule out entirely at this stage 

the possibility of some very minor measures. But in his view , 
r--

there should be no question of'""incl unl."frg 11' substant ial public 

expenditure increase , on anything beginning to approach the scale 

canvassed in Mr Moore 's minute . 

JOHN GIEVE 
10 December 1982 

cONF~DENTJAL 
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PRmQIPAL PRIVATE SOOREI'ARY 

BUDGET PACKAGES 

FROM: C D HARRISON 
DATE: 13 D:EXJEMBER 1982 

cc PS/Chief Secretary 
PS/Financial Secr etary 
PS/ Minister of State (C) 
PS/Minister of State (R) 
Sir D Wass 
Sir A Rawlinson 
Mr Burns 
Mr. Bailey 
Mr Middleton 
Mr Moore 
Mr Kemp 
Mr Mountfield 
Mr Ridley 
Mr French 
Mr Harris 

The Economic Secretary has seen Mr Moore's submission of 
9 December, and the Chief Secretary's comments recorded in 
his private secreta:ry's minute to you of 10 December. 

2. On paragraph 5 of Mr Moore's submission, the Economic 
Secretary would dissent from the view that 11packagesn must 
be consiste.nt with general budgetary "themesu, and 11reinforce 
and suppl.ement them 11

; this was not so in the last budget -
packages can surely be presented in their own right. 

3. He endorses the Chief Secretary's view about the 
undesirability of additions to the public expenditure total 
at the time of the budget; and has pointed out that one 
reason why public expenditure in 1983-84 will be higher in 
real terms than in 1982-83 is because of the expected 
shortfall in 1982-83 - ie because of slippage (for example, 
0£ deliveries to nationalised industries). 

C D HARRISON 
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PS/CHANCELLOR 

BUDGET PACKAGES 

F(~TON 
13 December 1982 

Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State (C) 
Minister of State (R) 
Mr Ridley 
Mr French 
Mr Harris 
Sir Douglas Wass 
Mr Burns 
Sir Anthony Rawlinson 
Mr Bailey 
PS/Inland Revenue 
PS/Customs & Excise 

Mr Middleton 
Mr Moore 
Mr Kemp 
Mr Mountf ield 
Mr Lovell 
Mr Pestell 
Mr Evans 
Mr Cassell 
Mr Griffiths 
Mr Robson 
Mr G Smith 
Mr Martin 
Mr Painter - IR 
Mr Howard - C&E 

Further to Mr Moore's minute of 9 December, would you please make the 
following amendment to Annex 4 (Construction) to that minute: 

Annex 4, paragraph 2 (VAT zero-rating extended to building repairs 
and maintenance) - in line 2 ame'nd the words in parentheses to 
read "as much as £425 million a year". 

I WALTON 
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NOTE OF A MEETING ON WEDNESDAY 15 DECEMBER AT 4.00 P.M. 

IN THE CHANCELLOR'S ROOM IN THE TREASURY 

Present: Chancellor of the Exchequer 
Chie f Secretary 
Economic Secretary 
Minister of St ate {C) 
Minister of State (R) 
Sir A Rawlinson 
Mr Burns 
Mr Middleton 
Mr Bailey 
Mr Kemp 
Mr Moore 
Mr Mountfield 
Mr Cassell 
Mr Robson 
Mr Martin 
Mr Ridley 
Mr French 
Mr Kerr 

Ml' Green - IR 
Mr Isaac - IR 

Sir D Lo~elock - C&E 
Mr Howard - C&E 

'·. 

--------------------------·------- ---·--------------·----·----------

BUDGET PACKAGES 

The meeting had before it Mr Moore's minute of 9 December. 

2.. The Chanc ellor said he had noted the reservations about this exercise expressed by 

the EST in his Private Secretary's minute of 13 December. The Chancellor had also seen the 

Chief Secretary's comment contained in his Private Secretary's minute of 10 December. 

The Chancellor underlined the general message of the Chief Secretary's note. But be 

pointed out that some Revenue decisions had been made in the Autumn Statement and in the 

past some public expenditure decisions had been included in the Budget. There was a 

presumption against including public expenditure in the Budget, but some modest changes 

were possible. The Minister of State {Civil Service) pointed out that although the figures 



involved in the public expenditure measures in last year's budget had been very modest 

indeed, they had attracted much of the political attention and had been useful in debates in 

the House. The Chancellor agreed. 

3. The Chancellor then focussed on the questions outlined in paragraph 14 of Mr Moore's 
'· 

minute. The Chancellor did not think it was necessary to stimulate fiirther representations. 

Mr Jenkin had already written with his views, and Mr Heseltine, Lord Cockfield and Mr 

Lawson had been asked. Discussion with Mr Fowler was going on in the context of MISC 88 

and he would have to write anyway on up rating. Employment measures were being 

discussed at a separate meeting. 

4. On the question of treating tax expenditures as in Mr Moore1s paragraph 1 Z, the 

Chancellor thought this approach should be kept in reserve. He would not wish to deploy it 

at this stage. In general his disposition this year would be towards a shorter and simpler 

Finance Bill. 

5. On Annex 1 of Mr Moore's minute on enterprise and small firms, Sir Douglas Lovelock 

said that Customs would be pressing on VAT registration and deregistration limits. It posed 

no legislative problems because of the change in modalities. Mr Middleton said that the 

most significant measure in the second paragraph was the extension of the business start-up 

scheme. If that went ahead the others would be less necessary. The Chancellor noted that 

VAT annual accounting had been rejected before. Sir Douglas Lovelock said that Customs 

would be arguing for it because of its manpower implications. The Economic Secretary said 

that the problem was that it would have a harmful effect on compliance at a time when this 

was deteriorating anyway. The Chancellor agreed not to rule this option out at the moment. 

On the Grylls forfait proposal, the Economic Secretary said that he thought it would be 

unpopular with small businessmen and that it would be wrong to raise Mr Grylls' 

expectations. The Chancellor said be would see bow that ran. Mr Green said that the 

allowances of relief for schedule D case v. trading losses against other income was 

relatively wiimportant. The revalorisation of the de minimis limit for assessment of a 

portioned income of an individual was a small goody. The Chancellor asked that Ministers in 

charge report on the proposals in that paragraph. On CTT business relief Mr Isaac said that 

the Inland Revenue would be minuting the FST shortly. His own preference would be to do 

something on CTT rates and bands rather than to give special reliefs. The Chancellor 

agreed that the Inland Revenue should pursue this with the Financial Secretary. The 



Chancellor said he did not think that the £5,000 tax free starter put forward by the IOD was 

a runner. The FST was already looking at the burden of PAYE on small employers. The 

iten:ssuggested by Mr Jenkin in paragraph 7 had not yet been looked yet. The Minister of 

State (Revenue) said that he wondered whether it would be worth floating the idea of 

including disincorporation of COillP<Ulies in the Finance Bill. He understood that the Institute 

of Chart.ered Accountants were about to make a fuss on this. Mr Green explained that this 

would need a lot of pages in the Finance Bill. On this basis it was agreed it should not be 

pursued. 

6. On wider share ownership the Chancellor noted Mr Jenkin's advocacy of 11top hat" 

schemes. The Chancellor said that this had been reexamined but he had tended to shy away 

because it was provocative and likely to be repealed. But he thought it worth probing Mr 

Jenkin's argumentation. Mr Isaac pointed out that neither the CBI nor Mr Copeman had 

argued in favour. The Chancellor would be having a meeting on wider share ownership next 

week. On SAYE Mr Isaac said that modest increase would be consistent with present 

policies. The Chancellor was unenthusiastic about the measures in paragraph 4 and thought 

they could be put on one side. 

7. On teclmology and innovation the Chancellor thought it would be useful if the Chief 

Secretary could exercise an oversight on measures involving expenditure. The first two 

measures were suggested by Mr Jenkin. The extension of the transitional relief for films 

had already been agreed. The Chancellor had already given a clear indication that SEFIS 

might be acceptable. The Minister of State (Civil Service) wondered if there might be some 

way of ensuring that more of the benefit from SEFIS went on home produced products. 

8. On construction the Chancellor noted that mortgage interest relief and stamp duty 

would be discussed at his meeting of 16 December [to be rearranged]. Zero-rating was in 

baulk until the result of the appeal were known. The Chancellor asked the Chief Secretary 

to take a general look at the items in paragraph 3. It was agreed that there would have to 

be discussions with the Department of Environment. 

9. On oil taxation the Chancellor said he would be grateful for the Minister of State 

(Revenue)'s advice. 



10. On tourism and holiday packages the Chancellor asked the Economic Secretary to 

supervise. 

11. OD Agricultw-e it was noted that the FST was already pursuing matters, although there 

was a general lack of enthusiasm for any of the measures li.sted. The case on CTI was 

analogous to that for business relief. 

l Z. On betting a.Dd breeding the Chancellor would wait for the outcome o! his discussion 

with the representative bodjes on 16 December before considering further. 

13. The Chancellor noted that a whole variety of measures were involved in the caring and 

charities package. He asked the Chief Secretary to exercise a general oversight. The 

Economic Secretary said that he felt that the case on the widows bereavement allowance 

was becoming untenable. The present situation was very anomalous. The Chief Secretary 

endorsed this: it had been difficult to defend the position in the Fina.nee Bill Committee. 

The Chancellor agreed that this was worth another look. The social security items were 
~. 

being looked at in the context of MISC 88. The debate_ on VAT and charities continued. The 

Chancellor was worried about the frontier with the Ch~'ity Commissioners. He would like 

the work the FST was doing with the Inland Revenue to linlt'°'a<:ross to any work Customs 

were doing. 

14. On "fairness in taxation" the Chancellor said that he thought that blockin~ input tax on 

petrol and derv should be ruled out now. He noted that the application of PA YN ' earnings 

from offshore employment awaited the outcome of a House of Lords decision. The ~ister 
of State (Revenue) was looking at group relief. The Inland Revenue would be sub:rnitting to 

the Financial Secretary on fringe benefits, but Mr Isaac did not think that this would be a 

major starter. On the other items the Chancellor .awaited reports from the Minister in the 

lead. 

15. The meeting closed at 5.00 p.m. 

JILL RUTTER 
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PS/Financial Secretary 
Sir D Wass 
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BU~ ET PACKAGES : COS? S SUJ111ARY 'l'A.I3LE 

Enterprise and Sm all Firms 
of which public expenditure: 

Wider Share Ownership 
o1 which public expenditure: 

~echnolosy and Innovation 
of which public expenditure: 

Construction 
o1 which public expenditure: 

Oil Taxation 
of which public expendit ure 

Tourism 
of which public expenditure: 

Agriculture 
of which public expenditure: 

Betting and Breeding 
of which public expenditure 

Caring and Charities 
of which public expenditure: 

Fairness in Taxation yields 
of which public expenditure : 

1'0TALS 

of which public expendi t ure 

49 
5 

55-60 

~5 
45 

77- 102 

40- 200 

3-4 
3-4 

21-26 

55-60 
54 

5 

340-540 

107-108 

77 
5 

Si5-60 

85 
75 

108-1 33 

158-498 

3-4 
3-4 

3 

21-26 

125-1 30 
117 

58-78 

577- 938 

200- ?.01 

£ million 

·F ull Ye<Jr 

118 

(85-
115 

75 

105- 140 

5- 6 

21-26 

130-143 
122 

73-98 

830-855 

197 

24 J anuar y 1983 





BUDGET PACKAGES 

SUMI'1ARY NOTE 

I'l'E.M 

(a) Busir.ess Start-Up Sc beme 
(Business Expansion Scheme) 

(b) Smal l Fi rms Investment 

Compani es. 

CONFIDEt~TIAL 
PACKAGE : St1ALL FIRMS AND ENTERPRISE 
DATE : 24 January 1983 

Minister in lead: FS~ unless otherwise stated 
Of ficial in lead: Mr Bailey 

STATE OF PLAY 

Extension of l i fe of Scheme already agreed . 

Revenue submission (Mr Battisbill) to FST 

on ext ension of coverage and poss i ble other 
changes submitted on 17.1.83. Canno t be 

costed at this stage • later year costs could bE 
significant . Meeting fixed f or 24 or 25.1.83. 

Chancellor's meeting on 12.1 . 83 agreed that 
this should now be dropped from the package. 

1983-84 

·na 

REVENUE COST £m 

1984--85 Full Year 

na na 

(c) Joint venture vehicles for Discussed in Revenue (Mr Prescott) submission 

institutional investment. of 4 .1.83 a nd FP (Mr Moore) submission of 

(d) Equity l inked subsidised 

loans. 

(Contined/ •• ) 

11 . 1 .83, .FST asked FP anq IR to sound "out 
institutio ns on possible constra ints on their 

investment i n small firms . 

FST minuted Chancellor 30.12.82; disc ussed at 

Chancellor ' s meeting on 12.1.83, which agr eed I 
t hat work should continuP.h~t ~~likely runner .I 
FST meeting 20.1.83. See next item 1 

CONFSo· rv-... i~! ~L ! ~I r! v ~~ ~ ·~. ~ ~ , ~ . 
_ . -- - .. • 1 , ~ ~ \l a · 11 _ 

na na na 

PAGE NUMBER 1 





BUDGET PACKAGES 
SUI1l"IARY NOTE 

ITEM 

(e) Debt-equity conver s i on . 

( f ) Zero and deep- discounted 

s tock 

( g ) Dis incor uorat i on. 

TiST( rt ) 

(Continued/ ••• ) 

PACK.AGE: SMALL FIRMS AND ENTERPRISE 
DATE 24 January 1983 

REVENUE COST £m 
STATE OF PLAY 

1983-84 1984-85 Full Year 

Bank paper forw arded to FST ( Mr Moore's minute 
of 11 . 1 . 83 ) ; Chancel lor's meeting 12.1.83 

cons i dered unlikely runner, but agreed t hat 
wor k s hould continue . FST meeting 20 . 1.83. 

FST minut ed Chancellor 24.1.83 r ecommending 

thi s and item (d) be dropped. 

Cons ul tative document issued 12.1.83. Not 
cost ed since no definite proposal yet 

identified. Paper also covers shelf iss ues, 
and comments requested by 11. 2 . 83. 

Examined in Revenue submission 
(Mr Battishill) of 20.12.82 to MST(R); 
Chancellor's meeting of 12 . 1 .83 agreed that 

not a runner for 1983 Budget . 

na na na 

PAGE NUMBER 2 





BUDGET PACKAGES 

S UT1!1ARY NOTE 

I 1l1EM 

(h) Simplifica t ion o f PAYE 

and NIC payment rates : 
Schedule E/D fro ntiers . 

(i) Capital Transfer ~nx 

(j) Loan Guarante e Scheme 

CST 

( k ) Kreditanstalt etc . 

(Continued/ •• ) 

CONFIDENTIAL 
PACKAGE : SMALL FIRMS AND ENTERPRISE 

DATE 24January 1983 

REVENUE COST £m 
STATE OF PLAY 

1983- 84 1984- 85 Full Year 

Discussed at FST meeting 17.1.83 . Revenue 
(Mr Isaac) t o report on means of making it 

eas ier for employers to operate net of tax 

system. No costs involved. Revenue also to 
r epor t on Schedule E i s sues. 

Vnrious Revenue (Mr Beighton) submis sions on 

ra t es reductions and further business/ 
agricul tural reliefs dis cussed at FST's 
meeting on 13 . 1 .83; FST minuted Chancellor 
18 .1.83. 

Discuss ed a t Health of Industry meeting on 
11 . 1 . 83. DOI letter with detailed propos als 
awaited . 

Chancellor's meeting 12 . 1 . 83 agreed that this 

this should be dropped from the package . 

CONFIDENTIAL 

27 

(pe) 5 

45 85 

(pe) 5 
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BUDGET PACKAGES 
SUMMARY" NOTE 

I'rEM 

(1) Enterprise agenci es : 
widening of qualifying 

conditions for relief . 

(m) VAT registration/ 
de-registration thres holds. 

EST 

(n) Co rpora tion tax: small 

co~p~nies profits l i mit s and 

rates . M.ST ( H) 

( Continued/ •• ) 

-------

COt~FIDENTIAL 
PACKAGE: SMALL FI RMS AND ENTERPRISE 
DATE 

STATE OF PLAY 

Discussed at Chancellor's meeting on 12.1.83, 

where presumption agains~ Revenue 
(Mr Battis hill) do not, therefore ; i ntend to 

make a submission and no cost f i gures are 

includec . 

Customs submission 24 . 12. 82 : Ministeri al 

decision reached. 

Reve nue submission (Mr Green ) pending.1% 

point reduction in small companies r~te 

would cost £10 million in 1983-84 and 
£15 million in full year. Cost of 

revalorisation of profits limits shown 

opposite. 

CONFIDENTIAL 

24 J anuary 1983 

REVENUE COST £m 

1983-84 1984-85 Full Year 

- - -

' 5 10 10 

10 15 16 

I 

I 
I 

! 
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BUDGET PACKAGES 
S ID1MARY NOTE 

PACKAGE: SMALL FIRMS AND EN1l1E RPRISE 

DATE 24 January 1983 

I 1.rEM STATE OF PLAY 
1983-84 

(o) Schedule D Case 5 trading Revenue submission (Mr Taylor Thompson) of 
losses (starter number 161) 22 . 12.82 t o FS1r ; Cha ncello r 1 s meet ing 12 .1.83 

agreed that should remain on the table . under 1 

(p) De minimus l imit f or 
assessment of apportioned 
income (starter number 152) 

MST(R) 

(q) Relief f or interes t ­
employe e buy-outs ( starter 
number 189) 

(r) Close companies: ACT 
limi t on loans (starter 
number 181) 

MS'il (R ) 

( Contined/ • • ·.) 

~evenue submission (Mr Prescott) to MST(R) 
18.1. 8.5 

Revenue submiss ion (Mr Crawley) t o FST 
pending. Wi der r epercussions coul d incr ease 

cost . 

Revenue s ubmission (Mr Battishill) of 7.12 .83 
to MST(R); Chancellor ' s me eting on 12. 1 . 83 

agreed that this s hould be examined alongside 

mortgage interest relief ceiling . 

under 1 

under 1 

under 1 

REVENUE COST £m 

1984-85 Ful l Year 

under 'I under 1 

under 1 under 1 

2 5 

under 1 under 1 
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BUDGET PACKAGES 
SUMMARY NOTE 

I'rEM 

( s ) Enterprise Bo nds 

(t) CGT: monetary limits 
package. 

(u) VAT annual account ing 

(starters number 5) 
EST 

CONFIDENTIAL 
PACKAGE : SMALL FIRMS AND ENTERPRISE 
DATE 24 January 1983 

REVENUE COST £m 
STATE OF PLAY 

1983-84 1984- 85 F ull Year 

FP ( Mr Reed) s ubmission to FST 17.1.83 :. 

recommending against . Cos t not quantifiable. - - -
Hevenue submission (.Mr Bryce ) to FST 13. 1 .83. 
FST (1 7.1.83) commended package to Chancellor. under 1 under 1 under '"I 

TOTALS 

Remains nn starters list and Customs 

(.Mr Ftaser ) submi ssion· 20 . 1 . 82 to_ ES11' .. B·ut. in 

view of substantial 1983-84 cost (up to 
£190 million) and Minister s ' lukewarm reaction 
at 1 5 . 12 . 82 meeting, not costed into package . 

C-O~EfOEN.TIAL 
._..: .---.. - -- -

49 57 118 

I 
I 
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BUJ)GET PACKAGES 
S1JM11ARY NOTE 

I'r EM 

a) Rel ntrodu<:: e "to, hat" 
reliefs scheme 

b) Miner ch3.nges to existing 
scr..emes 

c) r::ajn::- op tions for chan.;e : 

i) 

ii) 

iii ) 

I ncrcsse annuar upper ) 
l imit fo~ profit sharin~ 
schemes from £ 1250 . ~ 

Inc:!:"c:Flse monthly limit ) 
~P'.fi"~s-ral~tA~ -~ are ) ~ - ~"c> - .,, ~ '-· ;:;~l- ) 

:::::: :::::::ent l 
peri0d under share 
option sche~es ) 

CONFIDENTIAL 

PACKAGE : WIDER SHARE o vrnEHSHIP 

DATE 24 J anua.ry 1983 

Minis t er i n lead : FST 
Officia l in lead : Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

Chancellor' s meeting (12.1. 83 ) rejected 
Mr JeTL~in' s propos a l (his l etter of 6.12 .82) 

Mr Jenkin's letter (6012.82). Revenue 
(Mr Martin) submission 21.1.83 . Potential 
cos t ~p to £ 100m , not included at this stage 

Chancellor ' s meetin~ (12 .1 .83) discus sed . 
Revenue (Mr Martin) submission 
21.1083. Parallel submissio n on (ii) from 
HF division (Nr Monck) to EST 24.1. 8 3 

1983-84 

25 

'10-15 

1984-85 Full Year 

25 25 

10-15 10-1 5 

PAGE NUMBER 1 





d ) 

e) 

f) 

g) 

BUDGET PACKAGES 
SUMMARY NOTE 

I'l'EM 

Option~ t~x .shares .i::: c~eme 

Relief from stamp dt1t~r :for 
" smRll pa:::-cel 11 sht::.re 
transactions l 

CONFIDENTI AL 

PACKAGE: 
DATE 

STATE OF PLAY 

Bank of Engl and paper (1 0 .1.83 ) dis cussed 
briefly a t Chancellor 's meet i ng (1 2 . 1 . 83 ). 
Revenue (Mr Martin) submission 
21.1.83. Costs i mponderable; l ikel y 
maxi mum shown oppos ite . 

I Rejected a t Chancellor's meeting (12.1. 83) 

TOTAL 

\([ DER SHPJIB OWNERSHIP 

24 J anuary 1983 

REVENUE COST £m 

1983-84- 1984-- 85 F ull Year 

20 20 20 

55-..60 55-~0 55-60 
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BUDGET PACKAGES 
SID1MARY NOTE 

I'l'EM 

(a) Extens ion of transitional 
period for capital allowances 

on British films . 

FST 

(b) Extension of transitional 

period for capi tal allowances 
for rent ed teletext/viewdata 

televisions . 

FST 

( continued/ .• ) 

PACKAGE: TECHNOLOGY AND INNOVATION 

DATE : 24 January 1983 
Minister in lead : CST unless otherwise stated 
Official in lead : Mr Bailey 

STATE OF PLAY 

Financ ial Secretary agreed extension 12.1.83 
following Revenue (Mr Battishill) submission 

3.12 . 81 : may be announced in week ending 
21.1.83. 

Financial Secretary agreed extension 7.1.83 
following Hevenue (Mr Battishill) submission 
of 23.12.82. 

1983-84-

nil 

nil 

REVENUE COST £m 

1984-85 

10 

nil 

Full Year 

( 10 in 
1985- 86 , 
35 over 
1984- 87 
tperiod) 

(30 in 
n985-86, 

65 over 
n9ss-ss 
period) 

FAG E NUMBER 1 





BUDGET PACKAGES 

SUMMARY NOTE 

(c) Small Engineering Firms 
Investment Scheme . 

(d) "Alvey11 
- support fo r 

research i n advanced IT . 

(e) "Support for Innovation" 
programme. 

(f) Otner expenditure items . 

PACKAGE: TECHNOLOGY AND INNOVATION 

) 
) 
) 
) 

STATE OF PLAY 

DATE 

~ Mr Jenk in' s proposals conta ined in his 
) letter of 12 . 1 . 83• involve expenditure of 
~ £ 33 million in 1983-84 and £60 million in 
) 1984- 85 and 1985- 86. 
) 
) 

The letter also contai ned proposals for 9 
other items, involving expenditure of 
£34 million in.r. 1983-84, £68 million in 

1984-85 a nd £85 mil lion in 1985-86. This 
gives total DOI bi ds of £67 million, 

£128 million and £145 million respectively. 
A submiss ion on Mr Jenki n's letter i s in 

t . . IA (Mr Lovell) who s uggest prepara ion in 
Dids be costed at 45 ,75 , 75 .. TOTALS 

-

24January 1983 

REVENUE COST £m . 
1983-84 1984-85 Full Year 

) · ) } 

) ) ' . 
) ~ 

I 

) I 

) ) 
) ) I 

) ) 
) ) D 
) ) } 

) ( pe ). 45 ~(pe) 75 ) (pe) 75 
) . ) :c 1985-86) ) 

~ ) 
I 

) ) ) ) ) I 
) ) t} 
) ) J ) 

~ 
) 

) 
) 

) ) J ) ) ) 
) ) ) 
) 

-
'+5 '85 115 

(1985-86) 
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BUDGET PACKAGES 

SUT11'1A RY NOTE 

I'l'EI1 

(a) Mortga ge Interest Relie f 

ce iling (starter no 105) 
FST 

(b) Stamp duty threshol d 

l'1S·r(R) 

(c) DLT - own use deferme~t 

(starter r.o 178) 

MS·T(R) 

PACKAGE: CONS'l'RUCTION 

DATE 24 January 'i983 

Minister in lead: CST 
Official in lead: Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

Revenue (Mr Stewart) submission 3.12. 82 to FST 

<Jhancellor' s meeting 24.1 . 8:? to di$cuss •. 
Cost figures as sume increase to £35, 000 

Consultati ve document t o be i ssued this month. 

Chancellor to have a meeting to discuss . 
Minister in lead · - MS~(~) : Official in 
lead - Mr O' Leary ( IR) . Usual ly regarded as 
an alternative to (a) - costs not therefore 

included in total cost of package. Increase 
in threshold 6f £5,000 would cost "£60m in 

1983-84 and £70m in 1984-85 and a full year. 

Revenue (Mr Beighton) submission 13.1.83 to 

MST(R) recommends extension of existing 

deferment provision. 

1983-84 1984- 85 Full Year 

100-125 75-100 

less than 1 5 
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BUDGET PACKAGES 
SUffi1ARY NOTE 

I 1rEM 

(d) Home I mprovement -
grants or enveloping. 

repair 

( e) Extend capital allowances 

for assured tena ncies to shared 
ownership. 

--

PACKAGE: 
DATE 

STATE OF PLAY 

-~ 

Mr Hesel tine's letter of 6 . 1 . 83. CST has ' ! 
~ 

recently turned do0n proposals to extend botb 
I 

(letter of 10. 1.83 to Secretary of State for 
' 

Wales) . 

' 

Mr Heseltine's letter of 6.1.83. FST 

minut ed Ch.encellor (19.1 . 83) ' advising against 

action. 

I 

CONSTRUCTION 
24 January 1983 

REVENUE COST £m 

1983- 84 1984-"85 Full Year 

I 

- - -

less than 1 1 5 
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(f) 

BUDGET PACKAGES 
SUHt1ARY NOTE 

I'rEM 

I1inor items in 

Mr Hes eltine's 6 .1 . 83 letter 

i ncluding : 

(ii) C'3pit al allo;·:ances 

~'or ref urbish"llent 

of industrial and 

commercial buildings . 

(ii) incre as e proportion 
of office space 
qualifying f or 
Indus trial Building 

Allm·!B nce . 

(Contined/ • • ) 

PACKAGE: CONSTRUCTION 
DATE 24 January 1983 

REVENUE COST £m 
STATE OF PLAY . 

1983-84- 1984-- 85 Full Year 

) less tban 1 na na 
) 
) 
) 
) 
) 
) Revenue submission pending 
) less than 1 na 15-25 ) 
) 
) 
) 
) 
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BUDGET PACKAGES 
SUMMARY NOTE 

ITEM 

( i i i ) Allow private 

l andlords to offset 

repair costs agains t 

all i ncome 

PACKAGE: CONSTRUCTION 
DATE 

STATE OF PLAY 

Revenue submiss ion pending. 

Note: FP (Mr Robson) to prepare submission 
on package as a whole for CST. 

No te : Possible increases in local authority· 

expenditure, which would reduce shortfall 

but not add to public expenditure, are not 

cost ed into package. 

TOTALS 

: 24 J anuary 1983 

REVENUE COST £.m 

1983-84 1984-85 Full Year 

less than 1 · 2 5 

77-102 108-133 105-140 
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BUDGET PACKAGES 
SUMMARY NOTE 

CONFIDENTIAL 

PACKAGE: OIL TAXATION 
DATE 19 January 1983 

Minis ter in lead :· MST(R) 
Official in lead: I1r Middleton 

REVENUE COST £m 
I'i'EM 

A) North Sea RegiTie , phasing 
out APR'I' etc . (Starter 
no. 109) 

B) PRT expenditure reliefs and 
receipts (Starter no . 115) 

STATE OF PLAY 

Chancellor agreed package (meeting 5/1/83) . 
Secretary of State for EnerB-Y pressing for 
more. Revenue (Mr Crawley) submission of 
18/1/83 on APRT: further submis sion to 
MST(R) s:hortly. 

Consultati ve document issued (May 1982 ). 
Revenue _(Mr Crawley) submission 17/12/82. 
Costs v~ry dependent on options; could be 
yields of £15m in 83-84, £70m in 84-85 and 

£100m in later years. Costs not included in 
package total. 

C) PRT: recovery of over- MST(R) agreed (meeting 1·5 .12.82) s_ubject to 

allowed expenditure reliefs re"{ie\-1 of priorities for FB. 
(Starter ~o . 164) 

1983-84 1984-85 

: 
40-.200* 160"-500* 

I 
I 
less than 1 

yield 
2 yield 

Note - ai~her figures reflect cost of proposals ·of Secretary of Stat~ .. ~ ~. PAGE NUMBER 1 
Full year consequentials of these are not quantified. UQ 

Full Year 

345 (1985-
86) 

310 (1986-
87 ) 

2 yield 





BUDGET PACKAGES 
Sill1MARY NOTE 

I'l'EM 

D) PRT: relief for direct 
exports from tanker-loading 
fie lds · (Starter no. 163). 

E) PRT: oi l allowance: option 
to take against oil only 

(Starter no . 162). 

F) PRT: exempt gas & payback 
(Starter no . 166) 

CONFIDENTIAL 

PACKAGE: 

DATE 

STATE OF PLAY 

MST(R) agreed (mtng . 15/12/82 ), subj ect to 
Fin anc e Bill space. Nil cost 

. . 
MST(R) agreed (mtng. 15/12/82), subject to 
review of priorities for FB space. Nil cos t. I 

Inland Revenue awaiting details frofil a 
company. of possible injusti ce. Submission 

from l'1r Crawley next month . No cost~ngs 
possible until details received. 

. 

G) PRT: rel ief for transfer of MST(R) agreed (meeting 1 5. 12 . 82) subject to 

gas between fields in same review of .priorities . 

ovmer ship (Starter no . 167) . 

OIL TAXATION 
19 January 1983 

REVENUE COST £m 

1983-84 1984-85 Full Year 

na na na 

1 less than 1 l ess thanl 
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BUDGET PACKAGES 
SUT11'1ARY NOTE 

El'EM 

H) Recovery of corporation tax 
unpaid by non-residents 
from licensees (Starter 
no. 184) . 

I) Oil valuations to refl ect 
normal credit terms 

CONFIDENTIAL 

PACKAGE'.: 
DATE 

STATE OF PLAY 

.MST(R) agre ed (minute of 6/1/83) subj ect to 
review of priorit ies for FB space. 

.MST(R) has advised Chancellor (22/12/82 ) that 

legislation needed to counter risk of loss of 
(Starter no. 187). £200m of r evenue. Nil cost. 

J) Relief for gas sales direct MST(R) doubtful ( note 30.11. 82) if proposal 

to industrial consumers 
(Starter no. 192) . 

---· 

merits apace in Finance Bill but will review. 

Nil cost . 

TOTAL 

OIL TAXATION 
19 January 1983 

REVENUE COST £.m 

1983-84 1984-85 Full Year 

less than 1 less than 1 l ess than 1 
yield yield yield 

40- 200 158-498 

PAGE NUMBER 3 
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HUDGET PACKAGES 
SUMI1ARY NOTE 

I'l'EM 

(a) VAT reliefs 

(b) Rating rel ie fs 

(c) Capital allowances 

(continued/ •• ) 

.. 

PACKAGE: TOVRISl'-1 
DATE 19 Jar:uary 1983 

Minister in lead: EST 
Official in lead : Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

FP (Mr Robson) submission of 13.1.83 to EST 
examined tbe case for a tourism package and 

the mea~ures it might include. These are: -

In view ~f the very high costs and the strong 

presump~ion against such action, tbis i t em has 
not beeri costed into the package • 

.. 
Becaus e of the difficulties involved with his 
proposal, it has not been cost ed into the 

package •.. 

There are two main proposals:-

(i) an increase in the existing 20% : initial 

a..llowance to, say, 50%; 

(ii) extension of allowances to smaller 

hotels and self-catering accommodation. 

1983-84 1984-85 Full Year 

nil nil ~around 10 
after 4 
rears) 

nil nil (around 5 
lafter 4 
years) 
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(d) 

BUDGET PACKAGES 
SUMMA.HY NOTE 

I'l'EM 

Increased ~rants under 
Sector ~ of Development of 
Tourism Act . 

. 

PACKAGE: TOuRISI1 

DATE 19 January 1983 

REVENUE COST £m 
STATE OF PLAY . 

1983-84 1984- 85 Full Year 

(pe) 3-4 (pe) 3-4 -
. . 

' I 

Tbe EST minuted the Chancellor on 19.1.83 
recommending against all of these measures . . 

-

'l'OTALS (pe) 3-4 (pe) 3-4) -

PAGE NUMBER 2 
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BUDGET PACKAGES 
SU1'1MARY NOTE 

I'l'EM 

(a) C~T agricultural relief 

for let land. 

(b) C'.11'1' payment by ins t.alments 

(c) CG'l ' rollover relief for 

let agricultural land. 

(d) Rental income to be 

treated ns earned i ncome . 

PACKAGE: AGHICULTURE 
DATE : 24 January 1983 

Ministe-r in lead: FST 
Official in lead: Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

)Both recommended in FS~ 's minute to Chancello1 

~of 18.1.83. They are also part of the CTT 
)item (i) in the Small Firms and Enterprise 
) . 

)packag~, and therefore not costed here . 

Revenue (Mr Byrce) submission to FST pending 

on latest round of correspondence with 

outside advocates . Potential reper~ussions 
could increase costs . 

'.L1hi s was included in the packages note of ' 

9 .12.82. Hut in view of the fact that it has 

been examined and rejected on many previous 
occasi~ns, Revenue suggest it should be 

deieted without a submission. 

Proposals in MA.FF letter of 21 .1.83 to FST 
!!..2.! included in package as yet. 

·rO'l.'ALS 

·CONEID_ENTIAL 

1983-84 1984-85 Full Year 

nil 3 5-6 

- - -

5-6 
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BUDGET PACKAGES 
SUMMARY NOTE 

I 1rEM 

(a) VAT on bloodstock 

(b) General betting duty 

-CONFIDENTIAL 
PACKAGE: BETTING AND BREEDING 
DATE 19 January 1983 

Minister in lead: ES'l' 
Official in lead: Mr Moore 

. REVENUE COST £m 
STATE OF PLAY 

1983-84 

ES1l 1 1 s preliminary view is that package should 
have low priority (minutes of 2 .12.82 and : 
9.12.82), but three items are being examined:. 
EST to minute Chancellor on package in due cou~se 

Customs (Mr Knox) submission of 7.12.82 
explained difficulties; C~ancellor commented , 
(9 .1 2. 82 ) that objections seemed pretty 

decisive. 

Customs submission (Mr Knox) of 11.1.83 
analysed implications of 2°fe reduction in duty 

(cost £.E.?5-75 million a year) and recommended 
against. ES'l' minute to Chancellor (18.1.83 . 
agreed _ apd sugges~ed that any . concession ~ , , 

should be on 11 tax on tax" point . Latter 

therefqre costed in packag~. 

. 

6 

15- 20 

1984-85 Full Year 

6 6 

15.20 15.20 

(c) ~GAMING: redistribution oi Customs. submission pending. 

taxes towards larger c asinos . na na na 

'l'U'l'A.LS 21 - cb .21-cb 21-26 
. 

CONFIDEf~TIAL PAGE NUMBER j. 





BUDGET PACKAGES 
SUMMARY NOTE 

(a) Extension of Widows' 
Bereavement Al lowance for 

further year. 

(b) Resto r ation of 5% 
abatement of i nvalidity 
benefit. 

( c ) Removal of invalidity 

benefi t 11 t r ap 11
• 

( continued/ ••• ) 

-----

PACKAGE: CARING AND CHARI TI ES 

DATE 19 January 1983 

Ministe~ in lead: CST 
Of ficial in l ead; Mr Monger 

REVENUE COST £m 
STATE OF PLAY 

J::l'S'l' r ecommended ( 11 .1.83) f ollowing .Hevenue 
(Mr Isaac ) s ubmission of 23 . 12 . 82. Chancellor 
(12.1. 83) said that decision s hould be taken 

in context of this package, s o decision pendi~jS 

) 

SNeither currently included i n 
I 

package I 

) emergi ng from MISC 88. Hut discussions 

~ on small changes continuing: (c) -a 
)possibili t y but ( b ) unlikely . 
) 
) . ~ 

' 

. 

'CQ~F.IDENTiAL 

1983-84 1984-85 Full Year 

20- 25 25,.30 25-30 

(pe) 20 (pe 56) 60 
, 1985- 86 ) 

(pe) 7 pe 16 , 17 
,'1985- 86) 
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BUDGET PACK.AGES 
SUMr1ARY NOTE 

PACKAGE: CARING AND CHARI'l'IES 
DATE 19 January 1983 

I'l1EM. STATE OF PLAY 

(d) Development of voluntary ) 

etc c are services for elderly. ~ 

(e) Extension of Invalid Care 

.Allowance . 

(f) Abolition of Dependent 
RelativPs Allowance . 

(g) Abolition of £250, 000 
ceiling for CT·T exemption on 
gifrs to charities. 

(h) Deeds of covenant : 
increase in ceiling for higher 
rate relief . 

(Continued/ ••• ) 

) 
) 
) 
) 
) 
) 
) 
) 
) 

Proposals in Mr Fowler' s paper, for 
discus.,sio n at Family Pol icy Group (no 
fixed } , on care of the elderly. 

date 

Revenue submission (Mr Beighton) pending, 

followi ng FST and .CST (minutes of 20.12.82 
and 21 .1:2.82) agreement that should be 
considered . 

A Revenq;e suggestion, but no submission t o 

date. Costs are for increa~e from £3,000 

to £3,500. 

. 

' . 

' 

: 
I 

' .\ 

: 
I 

1983-84 

(pe) 8 

(pe) 4 

20 saving 

under 1 

nil 

REVENUE COST £m 

1984-85 

(pe) 8 

( pe) 12 

20 saving 

under 1 

1- 2 

Full Year 

(pe) 8 
(1985- 86 , 
25 over 
3 years) 
(pe) 12 
(1985-86) 

20 saving 

under 1 

1- 2 

PAGE NUMBER 2 



( 



BUDGET PACKAGES 
SUMMARY NOTE 

I TEM 

(i) VAT rel i ef for charities . 

(j) Other f iscal measures ; 
(i) relief for payroll 

giving; 

(ii) relief for individual 
donations; 

(iii) relief for company 

do nations ; 

(iv) r elief for s econded 

staff ; 

(v) covenanted payments 
gross. 

(Continued/ .•• ) 

CONFiDEl'4TIAL 
PACKAGE: CARING AND CHARITI:l!:S 

DATE 1g January 1983 

STATE OF PLAY 

Customs submission (Mr Knox) of 4.1. 83 
discussed at Chancellor 's meeting on 11.1.83; ' 

agreed that there should be no extension 

of relief. 

) 
) 
) 
) 
) 
) To be ·covered in planned ST (Mr Monger) 

~ submission on package , altbough all have 
) been r.ejec ted in the past.. Items (iii) and 
~ (iv) advocated in Mr Heseltine 's letter of 
) 6 . 1 . 83 , Not costed a t this stage. , 
) 
) 
) 
) 
) 
) 

1'1r Heseltine's proposal that charitable 
status . be extended to sport and recreational 
bodies not included. -

CONFIDEi\iTIAL 

' 
! 
I 

REVENUE COST £m 

1983-84 1984-85 Full Year 
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BUDGET PACKAGES 

SUMI"lARY NOTE 

I'l'EM 

(k) Other public expenditure 
measures : 

(i) investment grants t o 
volun tary sector; 

(ii) central grant to 
NRtio nal Associat ion 

of Co ur..cils of 
Voluntary Service. 

PACKAGE : CARING AND CHARITIES 

DATE 19 January 1983 

REVENUE COST £m 

) 
) 
) 
) 

STATE OF PLAY 

~ To be ';covered in planned ST (Mr 1':1o~ger) 
) submission on package . 
) 
) 
) 
) 
) 
) 

Note : Additional provision has been added 

as a qontingency margin ~gainst e:xifected 
bids by Mr Fowler for minor benefit changes • . 

TOTALS 

of which public expendiutre 

I 

; 

1983-84 

(pe) 5 

55-60 
54 

1984-85 

( pe) 15 

125-130 

117 

PAGE NUMBER 4 

Full Year 

( pe) 15 
(1985-86) 

130-143 

122 
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BUDGET PACKAGES 
Sl.TMMARY NOTE 

I'l'EM 

(a) Fr inge benefi ts : 

schol arships ( start er no 197) 

( b) Fr i nge benefits : other 

( starter nos 133 and 134) 

(c ) CGT : capital los s buying 

and gr oups of companies. 

(starter no 142) 

(continued/ •• ) 

PACKAGE: FAIRNESS IN TAXATION 

DATE ~ 19 J anuary 1983 

Mi nister in lead:: FST and MST(R) 
Offic~al in lead: Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

Chancell or decided (meet i ng 22 . 12.82) to 

legislate. Revenue (Mr Blythe) submission 
on 13.1.83. Potential revenue loss of £100m 

without legislation: small yield if 

legislated for. 

Budget Statement will contai n announcement 

about uprated car · and car f uel benefit scal e s 
for 1984-85. Minister in l ead - FST-~ 
Revenue -(Mr Blythe) submission shortly. Cos ts 

depend qn options. for change and are not . 

yet qua~tifiable •. 

Revenue ( Mr Beigbton) submis~ion pending. 

Ministel;' in lead - FST. Current annual 

revenue loss of £30m, but yield from measure 
depends :' on indexation and is not quap.tifiable. 

. 

1983-84 

under 1 

yiel d 

n~ 

na 

1984-85 

under 1 

y i eld 

na 

na 

PAGE NUMBER 1 

Full Year 

under 1 

yield 

na 

na 





BUDGET PACKAGES 

SUMI'1ARY NOTE 

PACKAGE: FAIRNESS IN TAXATION 

DATE 19 January 1983 

REVENUE COST £m 
I'fEM STATE OF PLAY 

I 1983-84 

(d) Grouo relief: avoidance 
(BL), (Starters no 119) 

(e) Life assurance : chargeable 
events: s econdhand bonds 
(starters no 110) 

(f) DLT: disposals by 

Revenue (Mr Battishill) suqmission sportly. 

Minister in lead - MST(R). Identified· currenh 

revenue loss of £30m: y~eld in first~ear 
not quantifiable. .". · . 

Announcement of intention to legislate given . 
on 24.6.82. Drafting of legislation nearly 

complete·. Minister in lead - FST ; official 

in lead ·- Mr O'Leary (IR). · . 

Revenue "(Mr Beighton) subm~·ssion on f).11.82. 

non-residents (starters no 149: Discuss~ons being held with Law Society arrl 
RICS. 

(Continued/ •• ) 

na 

under 1 

yield 

2 ;zield 
.. 

1984-85 

30 yield 

under 1 
yield 

2 yield 

PAGE NUI1BER 2 

Full Year 

30 yield 

under 1 

yield 

2 yield 
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HUDGET PACKAGES 
SUI1!1ARY NOTE 

I'.1.'EM 

(g) Stock relie f : payments on 

acco unt (Starters no 154) 

(h) Stock relief : deny to 

commodity/bul~ion dealers 
(Starters no 153) 

(i) Interest charges .on late 

payments of directors PAtE. 

(j) Application of PAYE to 

~arnings from of fshope 

employment. 

(Cont inued/ •• ) 

PACKAGE: FAIRNESS I N TAXATION 
DATE 19 January 1983 

REVENUE COST £m 
STATE OF PLAY 

1983-84 

Revenue ·(Mr Battisbill) submission 2.12 . 82 . under 1 

MST(R) authorised drafting of legisi~tion yield 

(19.1.83); item to be reviewed in light of 

other measures affecting cqnstruction industry;.. 
~ 

Revenue (Mr Battishill) submission s~ortly. 

Minister in lead - MST(R) 

. 
Revenue .CMr Blythe) submis~ion shortly. 
Ministe~ in lead - FST. 

Case won in courts . No legislation needed. . 

l 

' 
, under 1 

yield 

. 
under 1 
yield 

-

. 

1984-85 

10- 15 

y ield 

15- 30 
yield 

under 

yield 

-

1 

PAGE NUMBER 3 

Full Year 

15 
yield 

20- 40 
yield 

5- 10 
y ield 

-
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BUDGET PACKAGES 
SUI'1MARY NOTE 

PACKAGE: FAIRNESS IN TAXATION 
DATE ~19 January 1983 

I'l'EM STATE OF PLAY 

(k) VAT: blocking input tax on Rejected. at Chancellor ' s meeting ( 15. 12. 82) 

petrol and derv. 

(1) Taxation of international 

Business (Starter 157) 

Draft legislation;published December 1982; 
commento sought by mid-February. Minister in 

lead - MST(R) ; official in lead -
T1r Taylor Thompson (IR) . Current ta~ loss 

through ~avoidance estimated'. at around. £I OOm; 

yields on an April 1983 sta~t date would be 
less than £1m for 1983-84 and £100m in a 

full year . 

TOTAL · YIELDS 

I• 

REVENUE COST £m 

1983-84 1984-85 Full Year 

5 yield 58-78 ·vield 73-98 yielc 

PAGE NUMBER 4 





OTHER FISCAL RISKS 

Possible Public Expenditure 

Unemployment. Two candidates may be proposed:-

i. Extension and modification of TSTWCS. 115 

ii. Continuation of Enterprise Allowance 
Pilot Scheme 

Coal Prices. There are preliminary discussions 
with Department of Energy on an idea that 
coal prices might be reduced to world level. 
The idea is unlikely to get very far before the 
Budget 

Petrochemicals. A review of current problems 
may lead to proposals to give assistance either 
by way of PR T modification or by public 
expenditure means 

Possible Tax 

Industrial Rates. In theory ruled out, but a 
continuing candidate in many quarters. There 
would be practical problems, including a 
need for legislation. A notional 10 per cent 
reduction would cost 

Car Tax. Suggestions have been made that this 
tax (currently 10 per cent) should be reduced 
or abolished. A 2 l per cent reduction would 
cost. 

TOTAL 

Scored at NIL as either not likely to proceed or charged to the Reserve. 

Other risks 

NOTE C 

2.4 January 1983 

£'. million 

1983-84 1984-85 

100 

117 3 103 

zso 500 

100 100 

467 703 

140 140 

120 160 

260 300 

727 1003 

(i) There are continuing calls for abolition of the Investment Income Surcharge (most r ecently 
from Lord Cockfield and the Institute of Directors), and there are pressures for an easing in stamp 
duty or its abolition. 

(ii) The forecast allows for a $2 fall in oil prices early this year. Beyond this each $1 fall 
estimated to reduce revenue by £200-2.50 million in 1983-84. Figure s depend however on v1 

uncertain assumptions about, for example, any change in the exchange rate resulting from the 
in oil prices. A change of 3% in the dollar/$ exchange rate might have about the same effe1 

revenues as a $1 change in oil prices. 
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PS/CHANCELLOR 

BUDGET PACKAGES: 

MR JENKIN'S AND MR HESELTINE'S PROPOSALS 

1NLAND REVENUE 
CENTRAL DIVISION 
SOMERSET HOUSE 

From: A W Kuczys 
24 January 1983 

I,. '' 
Jt·i ... 

1. We understand, through Mr Moore, that the Chancellor has asked for 

a note on those items in the Secretary of State for Industry's 

Budget representations which could form part of an Enterprise and 

Small Firms package, and on which we have not put a submission to 

Ministers. The items concerned were listed in paragraph 7 of 

Annex l to Mr Moore 1 s minute of 9 December on Budget Packages. 

Mr Reed put a submission to the Financial Secretary on 17 January 

on Enterprise Bonds: notes on the other four items are attached. 

2. There were also some of Mr Heseltine's proposals, which might 

be appropriate to a Construction Package, on which the Chancellor 

might simi larly find it helpful to have brief notes: these are also 

attached . 

cc PS/Chief Secretary Mr Green 
......P"S/Financial Secretary Mr Isaac 

PS/Economic Secretary Mr Battishill 
PS/Minister of State (R) Mr Beighton 
Sir Douglas Wass Mr Crawley 
Mr Middleton Mr Painter 
Mr Moore Mr Stewart 
Mr Robson Mr Bryce 
Mr Martin Mr Corlett 
PS/IR Mr Lusk 

Mr Prescott 





(0) CGT ROLLOVER RELIEF 

Proposal . 

To introduce a rollover relief for capital gains tax 
purposes for acquisition and ~isposals of unquoted 
shares in trading companies . 

Comrn~nts 

i. Indexation of capital gains tax and 
substantial increase in the threshold 
now (ES,000) reduces need for special 
reliefs. 

ii. The cost of the proposal could be 
substantial. About half the total 
yield of the tax (estimate· £rn850 for 
1982/83) comes from share disposals, 
of which about one quarter are unquoted. 
Maximum cost would be Ern100, although 
unlikely that all transactions would 
qualify. 

iii. Serious risk that the relief would be 
u sed simply as a shelter f rom the tax 
without leading to .the expansion and 
re-equipping of firms, which is the 
primary purpose of the existing relief s for 
replacing business assets. 

iv. Many other areas where reinvestment is 
not covered by rollover relief, special 
tax relief s must be directed to point of 
maximum impact . 

Recommendation 

Government not persuaded that the benefits which might 
result from this proposal are commensurate with the tax 
likely to be a_t __ st_~ke. 

Official responsible: / Mr Bryce 

(E) LOSS RELIEF CARRY BACK FOR NEW COMPANIES 

1. Where an individual make s a tax loss intre first 4 years 
of an unincorporated business, he may obtain relief for such a 
loss by carrying it back against income (eg from ernploymen~} 
in the previous 3 years (Section 30 Finance Act 1978). This 





relief is an a l ternative t o carrying the loss forward against 
future profits from the trade , or setting it agains t other 
income of the y ear of loss o r the n e xt year. 

2. Mr Jenkin sugge sts that this relief should be available to 
participants - presumably shareholders - in a newly-trad ing 
company. 

3. We see little merit in this , and would recommend that it is nc 
pursued. 

4. The main objections are : -

a. The company is a l ega l entity distinct fr om its 
shareholders . I t is therefore taxed in its own right, whi le 
the shareholder or director is taxed only on his income from 
the company . So the position is not the same as in the 
unincorporated business, where the proprietpr 1 s income i s the 
profits. 

b. As the company is taxed s eparately, a tax l oss is 
an unrelieve d expense o f the company 1 s trade - it has 
no connection with the income of the proprietor, and shoul d 
not affect the taxation of that income. 

c. A single company with a trading loss may carry that loss 
forward against future profits from that trade . But more 
immediate relief is avai l able; the company can set the loss 
against othe r profits (income and chargeable ga ins) of 
that period, and the preceding one. 

d. The new business may well have on ly 1 or 2 
share holders. I f so, they will almCEt certa inly be the . 
directors 'of the company. Directors' remuneration (unless 
wholly unrealistic) is an allowable deduction in calculating 
the company' s profit or loss. If the s hareholder-directors 
were allowed relief for the company's losses, the company 
would pay no corporation tax, and they would be r elieved 
from income tax on some of the remuneration which h a d gone .~ 
to create that loss . 

Example 

Trading prof its before director ' s remuneration 

director's remuneration 
(sole proprietor) 

Company pays nil CT. 

/ 

tax loss 

£10,000 

20,000 

£10,000 

Director h as actual ly received £20 ,000, but obtain s relief 
for company's "loss " and pays tax on only £10,000. 

Of ficial respons ible: Mr Ba ttersby 





MR HJ:;SEL1'1 NE' S PRO.POSJ~LS 

A. INCREASE THE PROPORTION OF OFFICE SPACE THAT CAN 
BE INCLUDED IN AN INDUSTRIAL BUILDING WITHOUT 
RESTRICTION OF INDUSTRIAL BUILDING ALLOWANCE 

1. Proposal Increase the office-us e disregard 
from 10 per cent of the building to 25 fer cent. 

2~ Present position An industrial building 
qualifi e s for i ndustrial building allowa nces 
(initial allowance 75 per cent, annual allowances 
4 per c e nt). Where the non-industrial space 
in an industrial building (eg space used for 
offices or shops) does not exceed 10 per cent 
of the total, capital allowances are given, 
on a de minimis basis, on the full cost of the 
building, including the non~qualifying part. 
If the non-qualifying spa ce exceeds 10 p e r cent, 
the e xpenditure is apportione d and allowances 
given on the qu a lifying part. The purpose of 
the 10 per cent disregard is not to give relief 
for non-qualifying expenditur~but to avoid 
the complications involved in apportionme nt where 
the amounts of non-qualifying expenditure are sma ll. 

3. Recommendation Important to bear in mind that 
where office space excee ds 10 p e r cent, no 
question of allowance being lost; all 
industrial~Use parts still qualify. 

4. 

Raising the 10 per cent limit would mean that 
the disregard could hardly be described as 
de rninimis, esp ecially if raised to 25 per cent. 
It would have to be viewe d as extending the relie f 
to non-qualifying expenditure. Would increase 
the anomaly between the case which fell just below 
the limit (24 per cent) where allowances on 
100 per cent of cost were allowe d, and the case 
which £ell just the wrong side (26 per cent) where 
only 74 per cent of cost was al lowed. And with 
the case where 2 buildings were construct ed .-
one to house the qualifying activity and one 
to house the non-qualifying part. 

Cost DOE estimate £50m. This may be too high, 
given tax exhaus tion. 

Officia l responsible: Mr Corlett 





B. CAPITAL ALLOWANCES FOR THE REFURBISHMENT OF 
COMMERCIAL AND INDUSTRIAL BUILDINGS 

1. Proposal The introduction of a system of 
capital allowances for the major refurbishment 
of both ·industrial and ·comrne·rcial buildings. 

2. Present position Capital allowances (the 
industrial building allowance) are ·a1r·eady 
available for the cost of refurbishing any 
building for use . as an industrial 
building. No allowances are available for 
refu~bishing--a building for use as. 
a commercial building. 

3. Recommendation No justification for g1v1ng 
allowance for refurbishment of buildi•ng for 
conunercial use, so long as no allowance for 
the cost of constructing or purchasing such 
a.building. Needs to be considered in 
context of commercial buildings allowance 
generally - a Green Paper issue. 

4. Cost DOE estimate £500m. Probably too 
high in view of current level of tax exhaustion .' 
E250m more realistic. 

Official responsible: Mr Corlett 





. TAX RELIEF FOR LANDLORDS 

I. A landlord's expenditure on maintenance and repairs 
etc in any year may be off set for tax against his income 
from letting in that year. Any unabsorbed expenditure 
can be carried forward for set-off against letting income 
in subsequent years. Where the landlord has more than 
one property then, subject to certain condition~, there 
is a pooling arrangement whereby effectively unused 
expenditure on one property can be offset against income 
from another. Tax relief is not lost therefore but in 
certain circwnstances may be delayed to a later year. 

2. But the landlord cannot se~ unrelieved expenditure 
against other sources of income (eg dividends) he may 
have - the proposal now being advanced. This prohibition 
follows the well established -principle that the tax 
system does not as a general rule allow deductions 
against income for expenditure other than that· incurred 
for the purpose of obtaining that income. The only 
exception is for losses of a trade but it is inherent 
in the nature of the trading activity that a loss may 
be suffered. The trader's total funds are at risk and 
if losses continue and the business fails he may lose 
all. 

3. The landlord is not in the same position. His asset, 
the property, remains and indeed· his expenditure on 
pres~rving it may well enhance its value; and he can 
realise his money by selling the property. The property 
represents an investment in bricks and mortar, rather 
than say in stocks and shares and year on year the 
landlord is likely to make a prof it on letting it. The 
fact that one year the investment shows a negative return 
due to a heavy repair bill is not a sufficient reason 
to introduce .a ?P.e.oi·al tax relief. 

4. The present rules ensure that expenses are fully 
relieved. Any relaxation of these rules for landlords 
would further complicate the law and lead inevitably to 
other demands for parity of treatment. Although we have 
nothing to go on we suspect that those most likely to 
benefit would be large landlords with high marginal rates 
of tax and property owning companies. We reconunend that 
this proposal is not pursued. 

Official responsible: Mr Lusk 





~ JENKIN'S PROPOSALS 

(S) INTEREST RELIEF 

This comes in the 11 lower prlority 11 group in Mr Jenkin' s list of 
11 minor 11 enterprise items. He acknowledge s that there have been 
useful relaxations already in t he rules for tax relief for interest 
paid on loans to buy shares in close companies. Following the 1982 
legislation, relief is available if the borrower has at least 5% 
holding in the company or work works fairly full-time in the 
management of the company . Mr Jenkin's main proposals are to extend 
relief to investment in unquoted companies (whether close or not) , and 
to all ful l-time employees (not only managers). There have been 
other represen'tat ions about this relief - in particular from the Nation. 
Freight Consortium about " employee buy-outs" - and a submission will be 
coming forward next week. 

Official responsible: Mr Stewa rt 

(C) BUSINESS FORMATION AND OTHER LEGAL COSTS 

1. The present tax rules permit a deduction for revenu e 
expenditure incurred wholly and exclusively for the 
purposes of the trade. Expenditure of a capita l nature 
ie on account of the fixed capital of the business is 
not allowable. There is also a specific provision, 
introduced in 1980 which provides relief for revenue 
expenditure incurred before the trade starts. The 
pre-trading period within which such expenditure 
qualifies for a deduction was increased in 1982 from 
one year to three yea~s. Revenue expenditure is now 
pretty well looked af ter therefore. 

2. This proposal is to allow relief for business format ion 
etc costs eg the setting up of a company. But these costs 
are clearlY_. of a capita l nature and do not arise from the 
trading ac~ivity. Reli ef would override the important 
revenue/capital distinction which is long established and 
well understood. If the principle is yielded there is no 
obvious stopping place from extending relief to other 
kinds of capital costs . 

3. The absence of tax relief for these once-and-for-all 
costs can scarcely be a major prob lem in practice. / 
Mr Jenkin acknowledges it is a minor item. 

4. The Government has met the main case for allowing 
pre-trading expenditure and we recommend against going 
any further. 

Official responsible: Mr Lusk 

/ 





' 

CHANCELLOR 

BUDGET PACKAGES 

CONFIDENTIAL 

FROM 
DATE 

SIR DOUGLAS WASS 
24 JANUARY 1983 

cc Chie f Secretary 
Financial Secretary 
Economic Secretary 
Minister of State (C) 
Minister of State (R) 
Sir Anthony Rawlinson 
Mr Burns 
Mr Littler 
Mr Middleton 
Mr Bailey 
Mr Cassell 
Mr Moore 
Mr Hall 
Mr Ridley 
Sir Lawrence Airey IR 
Sir Douglas Lovelock C & E 

Mr Kerr 

You are holding your first Budge t overvie w meeting tomorrow morning. Peter Kemp's 

minute of 21 January sets the scene for this. It will not be an occasion for a detailed 

discussion of the packages, but it would be useful this time for you to say how the 

packages are to be managed and to review how they fit into the overall Budget 

arithmetic. Further versions of the material on the packages will be circulated before 

e ach overview mee ting, intended primarily as background. Note A below summarises 

the arithmetic. Note B attached sets out the packages in some detail. Note C lists 

some fiscal risks, updating a report you saw be fore Chevening. I understand that B and 

C between them cover all the Ministerial "representations" so far received, except 

agriculture and heritage. 

Handling of the packages 

2. The name of the Minister responsible is marke d against each of the items in Note 

B and I have asked one official to take over a co-ordinating responsibility for each 

package. The lists in Note A include for the record all of the ite ms which were on the 

table for your mee ting on December 8. Some of these have since been ruled out , and 

they can be dropped from the next version. The intention similarly is that proposals 

ruled out this week will be recorded as such next week and then dropped from the list 

for the following week. 
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3. The list also sets out so far as possible dates when submissions may be expected. 

You are invited to note these. You may yourself want to hold meetings to look at 

individual packages in the round as they reach a suitable stage. 

4. Whilst, as I say, your overview meetings are not the place for detailed discussion 

of the packages, you may feel able now to rule out a few items which have virtually 

been dismissed already and it would be helpful if you could do so. They are: 

in the small firms and enterprise package, equity linked subsidised loans, 

debt-equity conversion and VAT annual accounting (items (d), (e) and (u)); 

in betting and breeding, VAT on bloodstock and probably general betting 

duty (items (a) and (b)). 

You will also note that three areas are ready for decision: 

Capital Transfer Tax; 

the tourism package; 

share options proposals (subject to the Financial Secretary's views on the 

paper by the Revenue dated 21 January). 

Packages, risks and the Budget arithmetic 

5. Note A summarises the arithmetic. You will see that at the lower end of the 

ranges the costs could be accommodated within the arbit1·ary £300 million in 1983-84 

and £450 million in 1984-85 provided in the ove.rview. However the ranges are wide 

and there are major uncertainties. All of the risks in Note C are substantial. For the 

packages (Note B} the main uncertainties relate to: 

the Business Expansion Scheme (the first item in Note B) where the costs 

are unpredictable but could be high (note that the summary tables make no 

allowance for this); 

mortgage interest relief (the summary allows for an increase to £35,000); 

oil taxation, with a wide range of possible costs, and dependent too on a 

decision about the rate of Corporation Tax (and the need to bear in mind 

any changes in North Sea oil prices); 

caring and charities, where we have to make sure that the Family Policy 

Group does not become an obstacle to progress towards decisions. I 

imagine that in view of the political importance of this item you will want 

to tell the Prime Minister what you are minded to do before you take a 

final decision. 

All are potentially expensive and early decisions on any of them would be particularly 

useful in reducing uncertainty and allowing faster progress in other parts of the 

Budget. 





6. Note C refers briefly to the investment income surcharge and stamp duty. 

Neither is covered in the packages or in the main papers commissioned. Would you 

like papers on either or both? 

Conclusion 

I invite you: 

(i) to note the a llocations of responsibilities and dates set out in Note B 

(paragraphs Zand 3 above); 

(ii) to note the proposed procedure for handling items which Ministers decide 

against pursuing (paragraph Z); 

{iii) to consider ruling out now the items listed in paragraph 4 above; 

(iv) t o note the role played in the package arithmetic by the four major items 

mentioned in paragraph 5, and to consider how they are to be taken 

forward; 

{v) to consider whether further work is needed on possible changes to the 

investment income surcharge and stamp duty (paragraph 6). 

~ . 
DOUGLAS WASS 





NGrE A 

CONFIDENl'IAL DATE: 24 January 1983 
£million revenue costs 

BCJDGE'l' 1983 - PACKAGF.S ErC - SUMMARY 

1983-84 1984-85 
Total P/Ex 'rot al P/Ex 

element element 

Packages (Note B belov) 34o-B4o 107-108 577-938 200-201 
"Risks" (Note C below) 0-727 O':'"'li67 0-1003 0-703 
Child Benefit - mi + 8% or 

5%, both less 2%. (!n 1!18.in 
overview):--

70-100 70-100 200-300 200-300 

410-1367 177-675 77?-2241 400-1204 

If the Public Expenditure element is all charged to the Reserve, the potential 
cost to the Budget becomes :-

Total as above 

Less Public Expenditure 

Provided in overview 

Notes; 

198:3-84 

410-1367 

177- 675 

233- 692 

300 -

1984-85 

777-2241 
400-1204 

377-1037 

450 -
1. Numbers are uncertain at present, and the final figurea 'will 

not necessarily fall within the ranges shown. 

2. These are revenue costs. PSBR costs are likely to be a little 
lower. Against that any public expenditure measures, even if 
charged to the Reserve, could nevertheless increase the forecast 
PSBR by necessitating a reviev of the shortfall estimate. The 
extent to which, on balance, the PSBR costs of these measures 
might differ from the revenue costs cannot be assessed at this 
stage. 

COHFIDEm'IAL 
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~l-.3:ET PACKAGES; COSTS SUJ1i1A.RY TABLE 

Enterprise and Small Firms 
of which public expenditure: 

Wider Sb2re Ownership 
of which public expenditure: 

Technology and Innovation 
of which public expenditure: 

Construction 
of which public expenditure: 

Oil Taxation 
of which public expenditure 

Tourism 
of which public expenditure: 

Agriculture 
of which public expenditure: 

Betting and Breeding 
of which public expenditure 

CArin~ and Charities 
of which public expenditure: 

Fairness in Taxation yields 
of which public expenditure: 

'l'OTALS 

of wbich public expenditure 

49 
5 

55-60 

~5 
45 

77-10~ 

40-200 

3-4 
3-4 

21-26 

55-60 
54 

5 

340-540 

107-108 

CONFIDENTIAL 

NOTE. 6 

77 
5 

5~-60 

85 
75 

108-133 

158-498 

3-4 
3-4 

3 

21-26 

125-130 
117 

58-78 

577-938 

200-201 

£ million 

F'u1J vear 

118 

55-tD 

115 
75 

105-140 

(85-< 

5-6 

?.1-26 

130-143 
122 

73-98 

830-855 

197 

2LJ. J nnuary 1983 
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BUDGET PACKAGES 
SUMl'1ARY NOTE 

rrEM 

(a) Business Start-Up Scheme 
(Business Expansion Scheme) 

(b) Small Firms Investment 

Companies. 

CONFIDEt~TIAL 
PACKAGE: SMALL FIRI1S AND ENTERPRISE 

DATE : 24 January 1983 

Minister in lead: FST unless otherwise stated 
Official in lead: Mr Bailey 

STATE OF PLAY 

Extension of life of Scheme already agreed. 
Revenue submission (r1r Battis hill) to FST 

on extension of coverage and possible other 
changes submitted on 17.1.83. Cannot be 

costed at this stage ; later year costs could be 
signific ant . Meeting fixed for 24 or 25.1.83. 

Chancellor's meeting on 12.1.83 ?greed that 
this should now be dropped from the package. 

1983-84 

·na 

REVENUE COST £m 

1984-85 Full Year 

na na 

(c) Joint venture vehicles for Discussed in Revenue (Mr Prescott) submission 
institutional investment. of 4.1.83 and FP (Mr Moore) submission of 

(d) E~uity linked subsidised 

loant:i. 

(Contined/ •• ) 

11.1.83,.FST asked FP an~ IR to sound-out 

iostitution~ on possible constraints on their 

investment in small firms. 

FST minuted Chancellor 30.12.82; discussed at 
Chancellor 1 s meeting on 12.1.83, which agreed 
that work should continuA.hnt ~~likely runner.

1
1 

FST meeting 20.1.83. See next item 

na na 

PAGE NUMBER 1 





BUDGET PACKAGES 
SUMr1ARY NOTE 

I'l'EM 

(e) Debt-equity conversion. 

(f) Zero and deep-discounted 

stock 

(g ) Disincorporation. 

MST( R) 

(Continued/ ••• ) 

PACKAGE: SMALL FIRMS AND ENTERPRISE 

DATE 

STATE OF PLAY 

Bank paper forwarded t o FST (Mr Moore' s minute 
of 11 .1.83); Chancellor's meeting 12.1.83 

considered unlikely runner, but agreed that 
work should continue. FST meeting 20.1.83. 

FST minuted Chancellor 24.1 . 83 recommending 

~his and item (d) be dropped . 

Consultative document issued 12 .1.83. Not 

costed since no definite propo sal yet 
identified. Paper also covers shelf issues, 
and comments requested by 11. 2 .83. 

Examined tn Revenue submission 
(Mr Battishill) of 20 . 12.82 to I1ST(R); 

Chancellor's meeting of 12 .1. 83 agreed that 

not a runner for 1983 Budget. 

: 24 January 1983 

I 
l 

1983- 84 

na 

REVENUE COST £m 

1984-85 Full Year 

na na 

PAGE NUMBER 2 





BUDGET PACKAGES 
SUM1'1ARY NOTE 

(h) Simplification of PAYE 
and NIC paY'Jlent rates: 
Schedule E/D frontiers. 

(i) Capital Transfer Tax 

(j) Loan GuarAntee Scheme 

CST 

(k) Kreditanstalt etc. 

(Continued/ •• ) 

C'ONFIDENT.IAL 
PACKAGE: SMALL FIRMS AND ENTERPRISE 

DATE 

STATE OF PLAY 

Discussed at FST meeting 17.1.83. Revenue 
(Mr Isaac) to report on means of making it 
easier for employers to operate net of tax 
system. No costs involved. Revenue also to 
reoort on Schedule E issues. 

VArions Revenue (Mr Beighton) submissions on 
rates reductions and 
agricultural reliefs 
meeting on 13.1.83; 
18.1.83. 

further business/ 
discussed at FST's 
FST minuted Chancellor 

Discussed at Health of Industry meeting on 
11.1.83. DOI letter with detailed proposals 
awaited. 

Chancellor's meeting 12.1.83 agreed that this 
this should be dropped from the package. 

CONFiDEr~TiAL 

24January 1983 

REVENUE COST £m 

1983-84 1984-85 Full Year 

27 45 85 

(pe) 5 (pe) 5 
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BUDGET PACKAGES 
SU1'1MARY NOTE 

( 1 ) Enterpr ise agencies : 
widening of qualifyi ng 

conditions for relief. 

(m ) VAT regist r at ion/ 
de-registrat ion t hresholds . 

ES~ 

(n) Corporation tax: small 

co~p8nies profits limits and 

rates . 
MS'T( R) 

(Continued/ •• ) 

CONF;DENTIAL PACKAGE: SMALL FIRMS AND ENTERPRISE 

DATE 

STATE OF PLAY 

Discussed a t Chancellor's meet ing on 12.1.83, 

where presumption against. Revenue 
(Mr Battishill) do not, therefore, intend to 

make a submiss ion and no cost figures are 

included. 

Customs s ubmission 24 . 12 . 82 : Ministerial 

decision reac hed. 

Revenue submission (Mr Green) pending.1% 

point reduction in small companies' rate 

would cost £10 million in 1983-84 and 
£15 mil~ion in full year . Cost of 
revalorisation of profits limits· shown 

opposite. 

CONFIDENTIAL 

11 

24 January 1983 

REVENUE COST £m 

1983-84- 1984-85 Full Year 

5 10 10 

10 15 16 

PAGE Nill'IBER 4 
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BUDGET PACKAGES 
SUMMARY NOTE 

I'l'EM 

(o) Schedule D Case 5 trading 

losses (starter number 161) 

(p) De minimus limit for 

assessment of apportioned 

income (starter number 152) 
MST(R) 

(q) Relief for interest­
employee buy-outs (starter 

number 189) 

(r) Close companies: ACT 

limit on loans (starter 

number 181) 

MS'T ( R) 

(Contined/ ••• ) 

PACKAGE: 
DATE 

STATE OF PLAY 

Revenue submission (Mr Taylor Thompson) of 
22.12.82 to FS'l1; Chancellor's meeting 12.1.83 
agreed that should remain on the table. 

~evenue submission (Mr Prescott) to MST(R) 
18.1.83 

Revenue submission (Mr Crawley) to FST 
pending. Wider repercussions could increase 
cost. 

Revenue submission (Mr Battishill) of 7.12.83 
to MST(R); Chancellor's meeting on 12.1.83 
agreed that this should be examined alongside 

mortgage interest relief ceiling. 

SMALL FIRMS AND EN1!1ERPRISE 
24 January 1983 

REVENUE COST £m 

1983-84 1984-85 Full Year 

under 1 under "1 under 1 

under 1 under 1 under 1 

under 1 2 5 

under 1 under 1 under 1 

PAGE NUI1BER 5 





BUDGET PACKAGES 

SU1'11'1ARY NOTE 

I'l'EM 

(s) Enterpris e Bonds 

(t) CG'I: monet ary limits 

package. 

(u) VAT annual accounting 

(starters number 5) 
EST 

CONFIDENTIAL 

STATE OF PLAY 

PACKAGE: SMALL FIRMS AND ENTERPRISE 

DATE : 2~ January 1983 

REVENUE COST £m 

1983- 84 1984-85 Full 

FP (Mr Heed) submission to FST 17.1.83 ~ 

recommending against. Cost not quantifiable. - - -
Hevenue submission (Mr Bryce) to FST 13.1.85 . 

Year 

FST (17.1.83) commended package to Chancellor. ur:der 1 under 1 under 'I 

TOTALS 

Remains on starters list and Customs 

(Mr Ftaser) submission ·20. 1.82 to_ EST . B·ut in 

view of substantial 1983-84 cost (up to 
£190 million) and Ministers ' lukewarm reaction 

at 15. 12.82 meeting , not costed into package . 

C-Q~EfDENTIAL 

49 57 118 
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BUDGET PACKAGES 
SUl"IMARY NOTE 

I'rEM 

a) Reint.rod.uce 11 t.op hP.tn 
rP:li e.:':s ~cheme 

b) 1-iinor ch::rngt:'s to 2xisting 
sc~2mes 

c) f·faj r-n:- option:s f :>r change: 

i) Incraase annuar upper ) 
limi t fo~ profit sharin~ 
schemes from £1250 . 1 

ii) 

iii) 

Incrsa:-:;e monthly limit 
sc.vinss- rel at ed sh2re 
8pt~on Rchemes 

txter~.0 instalment 
peri od ~nder sh~re 
OT)tion qch=mes 

) 
) 

~ 
l 
) 

CONFIDENTIAL 

PACKAGE: WIDER SHAP.E OWNEP3HIP 

DATE 24 Janua.ry 1983 

Minister in lead : FST 
Official in lead : 11r Moore 

REVENUE COST £m 
STATE OF PLAY 

Chancellor ' s meeting (1201.83) rejected 
Mr Jen..l{in' s proposal (his letter of 6012.82) 

Mr Jenkin' s letter (6 012.82). Revenue 
(Mr Martin) submission 21.1.83. Potential 
cost up to £100m, not included at this stage. 

Chancellor's meeting (12.1.83) discussed. 
Revenue (Mr Martin) submission 
21 . 1083. Par allel submission on (ii) from 
.HF division (Mr Monck) to EST 24.1 . 83 

1983-84 

25 

10-15 

1984-85 Full Year 

25 25 

10-15 10-1 5 
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d) 

e) 

f) 

BUDGET PACK.AGES 
SUMMARY NOTE 

I'.rEM 

Opti:)ns sh~!"e.~ scheme 

CONFIDENTIAL 
PACKAGE: 
DATE 

STATE OF PLAY 

Bank of Engl and paper (10 .1.83) discussed 
briefl y at Chancellor' s meeting (12.1. 83 ). 
Revenue (Mr Martin) submission 
21.1. 83. Costs imponder able; likely 

. maximu~ s hown opposite . 
Relief fro!n stare) dt~ty for , 
11 srn.Ftl l pa:::'cel 11 share 1 

transactions 
< 

E1i:pl cy2e bonds <' Re jected at Chancellor ' s meeting (1 2 .1.83) 

g) "Loi Mona::.7 11 relief < 
l 

\ 

TOTAL 

WI DER SHARE OWNER.SHIP 
24 January 1983 

REVENUE COST £m 

1983-84 1984--85 F ull Year 

20 20 20 

55-.60 55-60 
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BUDGET PACKAGES 
SUMMARY NOTE 

I~EM STATE OF PLAY 

PACKAGE: TECHNOLOGY AND INNOVATION 

DATE : 24 January 1983 
Minister in 12ad: CST unless otherwise stated 
Official in lead: Mr Bailey 

REVENUE COST £m 

1983-84 1984-85 Full Year 

(a) Extension of transitional Financial Secretary agreed ext ension 12.1 . 83 nil 10 

period for c apital allowances 
on British films. 

(b) Extension of transitional 

period for capital allowances 
for rented teletext/viewdata 
televisions. 

FST 

(continued/ •• ) 

following Revenue (Mr Battisbill) submission 
3.12. 81: may be announced in week ending 
21.1. 83 . 

Financial Secretary agreed extension 7 . 1 . 83 
followi ng Hevenue (Mr Battishill ) submission 
of 23 . 12.82. 

nil nil 

(10 in 
1985-86, 
135 over 
11984-87 
tperiod) 

(30 in 
11985-86, 

65 over 
11985- 88 
period) 

PAGE NUMBER 1 





BUDGET PACKAGES 

SUI1MARY NOTE 

I'l1EM 

(c) Small Engineering Firms 

Investment Scheme. 

( d) 11 Alvey" - support for 

research in advanced IT. 

(e) "Support for Innovation" 
programme. 

(f) Otner expenditure items. 

PACKAGE: TECHNOLOGY AND INNOVATION 

) 
) 
) 
) 

STATE OF PLAY 

DATE 

~ Mr Jenkin's proposals contained in his 

) letter of 12.1.83~ involve expenditure of 
) £33 million in 1983-84 and £60 million in ) 

~ 1984-85 and 1985-86. 

) 

The letter also contained proposals for 9 
other items, involving expenditure of 
£34 million in-"1983-84, £68 million in 

1984-85 and £85 million in 1985-86. This 
gives total DOI bids of £67 million, 

£128 million and ~145 million respectively. 
A submission on Mr Jenkin's letter is in 
preparation in IA (Mr Lovell) who suggest 

Dids be costed at 45,75, 75.. TOTALS 

24 January 1983 

REVENUE COST 

1983-84 1984-85 

). ) 
) ~ ) 
) ) 
) ) 
) ) 
) ) 
) ) 
) ) 
) ( pe'). 45 ~ ( pe) 75 
) . ) ) ) ) ) ) ) ) ) ) ) ) ) ) 

~ ) 
) 

~ J 
) ) ) 

-
':1-5 ·s5 

PAGE NU1'1BER 

£m 

Full Year 

) 

,j ' 
) 

J 

J 
J 
) 

) 

) 

) (pe) 75 
) 

~ (1985-86) 
) 

) 

I 

) 

J 

I 

) 

J 

J 

-
115 

(1985-86) 
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BUDGET PACKAGES 
S UT1MARY NOTE 

I'.l'EM 

( a) Mort~a~e Interes t He lief 
ceiling (star ter no 105) 

Fs·r 

(b) Stamp duty threshol d 

MS'l'( R) 

( c ) DLT· - own use de1.' erment 

(starter no 178) 

~1ST( R) 

PACKAGE : CONS'J:RUCTION 
DATE 24 January ~1983 

Minister in lead: CST 
Off icial in lead : Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

Revenue (Mr Stewart) submission 3 .12. 82 t o FST 
t..:hancel lor' s meeting 24 . 1 . 83 to discuss •. 

Cost figures assume increase to £35 , 000 

Consultative document to be i s sued t his month . 

Chancellor to have a meeting to discuss . 
~inister in lead - 1'1ST(~)~ Official in 
lead - Mr O'Leary (IR). Usually regarded as 
an alternative to (a) - costs not therefore 

i nclud ed in tot al cos t of package. Increase 
in tl::ires.hold of £ 5 , 000 would cost -£60m in 

1983-84 and £70m in 1984-85 and a full year. 

Revenue ( Mr Beighton) submi s sion 13. ~1 . 8 j to 

MST(R) recommends extension of existing 

deferment provision. 

1983-84 

75-100 

1984-85 Full Year 

100-125 75-100 

less than 1 5 
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BUDGET PACKAGES 
SUMMARY NOTE 

I'.rEM 

( d) Home Improvement -
grant s or ec.velopi ng . 

repair 

( e) Extend cnpi.tnl ::111o1;.1 F.rnc e A 

for assured t enancies -: o sha red 

ownership. 

PACKAGF: 
DATE 

,. 

STATE OF PLAY 

-

!1r Hesel tine ' s letter of 6 . 1 .83. CST has 
r ecently t urned down proposals to extend both 
(letter of 10.1 . 83 to Secretary of State for 

W~les) . 

Mr Heseltine's letter of 6 .1.83 . FST 

minuted Ch.encellor (19 . 1.83) advising against 

action. 

I 
( 

CONSTRUCTION 

24 January 1983 

REVENUE COST £m . 
1983- 84 1984- 85 Full Year 

- - -

less thnn 1 1 5 

PAGE NUI1BER 2 
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PACKAGE ~ CONSTRUCTION 

DATE 24 January 1983 

' REVENUE COST £m 
I'l1EM STATE OF PLAY . 

1983-84 1984-85 Full Year 

(f) i'1i nor items in 
Mr He s elt i ne' s 6. 1. 8? let t er 

including : 

(ii ) CG.pi tal a llo·,,.,.ances ) less than 1 na na 

fo r re!ur~i s hm ent 
) 
) 

of i ndustrial and ) 

commerc i al buildings. 
) 
) 
) Revenue submissi on pending 

(ii) increase proport i on 
) less t han 1 na 15- 25 
) 

of off ice space ) 

qualifying for ) 
) 

Industrinl Building ) 

Al lm,•a nc e . 

(Contined/ •• ) 

. 
I 

' 
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~UDGET PACKAGES 
SUT11'1ARY NOTE 

I'.VEM 

(iii) Allow private 
landlords to 

repair costs 

all income 

offset 

against 

STATE OF PLAY 

Revenue submission pending. 

' 

PACKAGE: CONSTRUCTION 
DATE : 24 January 1983 

REVENUE COST 

1983-84- 1984-85 

less than 1 · 2 

Note: FP (Mr Robson) to prepare submission 

on pac)cage as a whole for CST. 

Note: 'Possible increases in local authority 

expenditure, which would reduce shortfall 

but no"t add to public expenditure, are not 
~ 

costed into package. 

TOTALS 77-102 108-133 

£m . 
Full Year 

5 

105-140 
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BUDGET PACKAGES 
Sillfr1ARY NOTE 

CONFIDENTIAL 

PACKAGE: OIL TAXATION 

DATE 19 January 198 3 

Minis ter in lead: · MST( R) 
Official in lead: Mr Mi ddleton 

REVENUE COST £m 
I 1rEM 

A) North Sea Regi me, pha s ing 

out APRT etc . (St art er 

no . 109 ) 

B) PRT expenditur e reliefs and 

receipt s (Starter no . 115) 

C) PRT: r ecover y of over-

allowed expenditure r el i efs 

(St arter no . 164 ) 

STATE OF PLAY 

Chancel l or agreed package (meet ing 5/1/83). 
Secreta:r·y of St ate for Energy pressing for 

more. Revenue (Mr Crawley) submission of 

18/1/83 on APRT: further submission to 

MST(R) shortly. 

Consul t a t ive document issued (May 1982). 
Revenue (Mr Crawley) submi ssion 17/12/82 . 

Cost s ver y dependent on options ; coul d be 

yields of £1 5m in 83-84, £70m in 84-85 and 

£100m in l ater years. Co sts not included i n 
package total. 

MST(R) agreed (meeting 15.12.82) s_ubjec t to 

revie·w o·f pr i ori ties for FB. 

1983-84 1984-85 

40-.200 * 160-500"' 

- -

I 
1 less than 1 2 ;rield 
f yiel d 

Not 5 - bi5her fig ur es r eflect cost of proposal s of Secret ary of Stat ~ ~~ £~ . PAGE NUI1BER 1 
F'u.11 ye ar consequential s of t hese are not quantified. "\J 

Full Year 

345 (1985-
86) 

310 (1986-
87) 

-

2 ;riel d 
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CONFIDENTIAL 

BUDGET PACKAGES 
S UML1ARY NOTE 

PACKAGE: 

I'1'EM 

D) PRT: relief for direct 
exports from tanker-loading 
fields (Start er no . 163). 

E) PR'I': oil allowance: option 
to take agai~st oil only 
(Starter no . 162) . 

F) PRT: exenpt gas & payback 
(Starter no . 166) 

DATE 

STATE OF PLAY 

MST(R) agreed (mtng . 15/12/82), subject to 
Finance Bill space . Nil cost 

1'1ST(R) agreed (mtng. 15/12/82), subject to 
review of priorities for FB space. Nil cost. 

Inland Revenue awaiting details from a 
company.of po ssible injustice. Submission 

from I"lr Crawley next month . No costings 
possibl~ until details rec~ived. 

G) PRT: rel ief for transfer of MST(R) agreed ( meeting 15.12. 82) subject to 

gas between fields in same review of .priori ties. 
ownership (Starter no. 167). 

' 

I 

OIL TAXATION 
19 January 1983 

REVENUE COST £m 

1983- 84- 1984--85 Full Year 

na na na 

1 less than 1 less thanl 
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BUDGET PACKAGES 
SUT1MARY NOTE 

I'l'EM 

CONFIDENTIAL 

PACKAGE: 
DATE 

STATE OF PLAY 

H) Recovery o f corporation tax MST(R) agreed (minute of 6/1/83) subject to 
unpaid by ~on-reside~ts review of priorities for FB space. 
from licensees (Starter 
no. 184). 

I) Oil valuations to reflect 

normal credit terms 
(Starter no . 187) . 

MST(R) has advised Chancellor (22/12/82) that , 

legislat ion needed to counter risk of loss of 
£200m of revenue. Nil cost . 

J) Relief for gas sales direct MST(R) doubtful (note 30. 11 . 82) if proposal · 
to industrial consumers 

(Starter no. 192). 

merit s space in Finance Bill but will review. 

Nil cost. 

TOTAL 

OIL TAXATION 
19 January 1983 

REVENUE COST £m 

1983-84 1984- 85 Full Year 

less than 1 less than 1 less t han 1 
yield yield yield 

40- 200 158-498 
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BUDGET PACKAGES 

SU1'1r1ARY NOTE 

rrEM 

(a) VAT reliefs 

(b) Rating reliefs 

(c) Capital allowances 

(continued/ •• ) 

PACKAGE: TOURISM 

DATE 19 January 1983 

Minister in lead: EST 
Official in lead: Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

FP (Mr Robson) submission of 13.1.83 to EST 
examined the case for a tourism package and 
the measures it might include. These are:-

In view of tne very high costs and the strong 
presumption against such action, this item has 

' not been costed into the package. 

Because of the difficulties involved with bis 
proposal, it has not been oosted into the 

package. 

There are two main proposals:-

(i) an increase in the existing 20%' initial 

allowance to, say, 50%; 

(ii) extension of allowances to smaller 

hotels and self-catering accommodation. 

1983-84 1984-85 Full Year 

nil nil :around 10 
19fter 4 
1ears) 

nil nil (around 5 
after 4 
years) 
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BUDGET PACKAGES 
SUMr1ARY NOTE 

I'l'EM 

(d) Increased grants under 

Sector 4 of Development of 

Tourism Act. 

. 

·C-°li!EIDE~TIAL PACKAGE: TOURISM 

DATE 19 January 1983 

REVENUE COST £m 
STATE OF PLAY 

1983-84 1984-85 Full Year 

(pe) 3-4 (pe) 3- 4 -

The EST minuted the Chancellor on 19.1.83 
recommending against all of these measure s . 

.. - ' 

'l10TALS (pe) 3-4 (pe) 3-4) -

·COlSlF:lDEt~TIAL PAGE NUI1BER 2 





(a) 

for 

(b) 

(c) 

let 

(d) 

BUDGET PACKAGES 
SUMMARY NOTE 

C'l'T agricultural relief 

let land . 

C'l''l' payment by instalments 

CG'l' rollover relief for 
agricultural land. 

Rental income to be 

treated as earned income . 

PACKAGE: AGHICULTURE 
DATE : 24 January 1983 

Minister in lead: FST 
Official in lead: Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

)Both recommended in FSf's minute to Chancello1 
)of 
) 18.1.83. They are also part of ~he CTT 
)item (i) in the Small Firms and Enterprise 
) 

and therefore not cos ted here . )packag~, -
Revenue (Mr Byrce ) submis$ion to FST pending 

on latest round of correspondence with 

outside advocates. Potential repercussions 

could increase costs. 

'rhis was included in the packages note of 

9.12. 82 . Hut in view of the fact that it has 

been examined and rejected on many previous 

occasiGns, Revenue suggest it should be 

deieted without a submission. 

Proposals in MAFF l etter of 21.1.83 to FST 

.!!2,! included in package as yet. 

'l'O'l'ALS 

CQMT:IDENTIAL 

1983-84 1984- 85 Full Year 

nil 3 5-6 

- - -

·3 5-6 

PAGE NUI1BER 1 



, .. 



BUDGET PACKAGES 
SUMr1ARY NOTE 

I 'l'EM 

(a) VAT on bloodstock 

(b) General betting duty 

·C .. ONFJDEi\lTIAL 

. 

PACKAGE: BETTING AND BREEDING 
DATE 19 January 1983 

Minister in lead: ES'11 

Official in lead: Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

1983-84 . 
ES'l1 1 s preliminary view is that package should 
have low priori ty (minutes of 2.12.82 and : 

9.12.82), but three items are being examined:• 
EST to minute Chancellor on package in due cou~se 

Customs (Mr Knox) submission of 7.12.82 
explainQd difficulties; Chancellor commented 
(9.12.82) that objections seemed pretty 
decisive .. 

Cus toms submission (Mr Knox) of 11 . 1 . 83 
analysed implications of '2!/o reduction in duty 
( cost £65- 75 million a year) and recommended -
against. ES'r minute to Chanc~llor ( 18. 1 . 83 . 

agreed . aud suggested that any concession~ ~ , 

should ~e on " tax on tax11 point. Latter 

theref9re costed in packag~ . 

6 

15-20 

1984-85 Full Year 

6 6 

15.20 15.20 
( c) :GAMING : redistribution of Customs submission pending. 

taxes towards larger casinos . na na na 
'l'U'l' AL~ 21-26 21-cb 21-26 

CONF~DEi'4TIAL PAGE NUMBER j. 



-. 



BUDGET PACKAGES 
SlfrTI.'1ARY NOTE 

I'l'EM 

(a) Extension of Widows' 
Bereavement Allowance for 

further year .. 

(b) Restoration of 5% 
abatement of invalidity 
benefit .. 

(c) Removal of invalidity 

benefit "trap". 

(continued/ ••• ) 

PACKAGE: CARING AND CHARITIES 

DATE 19 January 1983 

Minister in lead: CST 
Official in lead: Mr Monger 

REVENUE COST £m 
STATE OF PLAY 

.l!'S'l' recoomended ( 11.1.83) following Hevenue 

(Mr Isaac) submission of 23.12.82. Chancellor·. 

(12.1.83) said that decision should be taken ' 

1983-84 

in context of this package, so decision pendi~ ; 20-25 

) 

~Neither currently included in package 
)emerging from MISC 88. But discussions 

~on small changes continuing: (c) a 

)possibility but (b) unlike1y. 
) 

• ) < 

·· .co~EIDE~IiAL 

I 

; ( pe) 20 
! 

( pe) 7 

1984-85 

25-i-30 

(pe 56) 

pe 16 

PAGE NUMBER 1 

' 

Full Year 

25-30 

60 
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BUDGET PACKAGES 

Sill1MARY NOTE 
PACKAGE: CARING AND CHARI1l'IES 

DATE 19 J a nuary 1983 

r rEM STATE OF PLAY 

(d) Development of voluntary ) 

etc care servi ces f or elderly. S 

(e) Extens i on of Inv.alid Care 
Allowance. 

(f) Abolition of Dependent 
RelativPs Al l owanc e . 

(g) Aboli t ion of £250 ,000 

ceiling f or CTT exemption on 

gif r s to chari ti es . 

(h) Deeds of covenant: 
increase in ceiling for higher 
rate relief . 

( Cont inued/ ••• ) 

) 
) 
) 
) 
) 
) 
) 
) 
) 

Proposals in Mr Fowler's paper, for 
discu~sion at Family Policy Group (no date 
fixed) , on care of the elderly. 

Revenue submission ( Mr Beighton) pending, 

following FST and OST (mi nutes of 20 .12.82 
and 21.12 .82) agreement t hat should be 
considered. 

A Revenue suggest ion, but no submission to 

date. Costs are f or increase from £3,000 
to £3,500. 

., 

. 

• 

REVENUE COST £m 

1983-84 1984-85 Full Year 

(pe) 8 (pe) 8 (pe) 8 
(1985-86, 
25 over 
3 years) 

(pe) 4 ( pe) 12 ( pe) 12 
(1985-86) 

20 s avi ng 20 saving 20 saving 

under 1 under 1 under 1 

nil 1-2 1-2 
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BUDGET PACKAGES 

SUT11'1ARY NOTE 

ITEM 

(i) VA'T: relief for charities. 

( j) Other fiscal measure s ; 

(i) relief for payroll 

giving; 

(ii) relief for individual 

donations; 

(iii) relief for company 

donat ions; 

(iv) relief for seconded 

staff ; 

(v) covenanted payments 

gross. 

(Continued/ ••• ) 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

CONFIDENTIAL 
PACKAGE: CARING AND CHARITIBS 

DATE 19 January 1983 

STATE OF PLAY 

Customs submission (Mr Knox) of 4 . 1 . 83 
discussed at Chancellor ' s meeting on 11 . 1 . 83 ; '. 

agreed that there should he no extension · 

of relief . 

~· 

To be covered in planned ST (Mr Monger) 
submission on package , although all have 

.. 
been rejected in the past~ Items (iii) and 

(iv) advocated in Mr Heseltine's letter of 
6.1. 83 . Not costed at this stage . ·. 

Mr Heseltine's proposal that charitable 

status be extended to spo~t and recreational 
bodies not included. - . 

CONFIDENTIAL 

. 

REVENUE COST £m 

1983-84 1984-85 Full Year 

PAGE NUMBER 3 
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BUDGET PACKAGES 

SU1'111ARY NOTE 

I'l1EI'1 

(k) Other publ ic expenditure 

measures: 

(i) i nvestment grants to 

voluntary sector; 

(ii) central grant to 

NR~ional Association 

of Co uncils of 

Voluntary Service . 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

PACKAGE: CARING AND CHARITIES 

DATE 19 Ja nuary 1983 

REVENUE COST £m 
STATE OF PLAY 

1983-84 1984- 85 Full Year 

. 
I 

(pe) 5 (pe) 5 (pe) 5 
To be covered in pla nned ST (Mr Monger) ( 1985-86) 
submission on p$ckage. 

(pe) 5 (pe ) 5 (pe) 5 
: 1985-86) 

.. . 

Note: Additional provision has been added (pe) 5 (pe) 15 (pe) 15 
e;_ontingency margin a.gains t expected (1985-86) 

as a 

bids by Mr Fowler for minor benefit changes. 

. 
' 
' 

TOTALS 55-60 125-130 130-143 
of which public expendiutre 54 117 122 
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BUDGET PACKAGES 
SUMMARY NOTE 

(a) Fringe benefits: 

scholarships (starter no 197) 

(b) Fringe benefits: other 

(starter nos 133 and 134) 

(c) CGT: capital loss buying 
and ~roups of companies. 

(starter no 142) 

(continued/ •• ) 

PACKAGE : FAIRNESS IN TAXATION 

DATE : 19 January 1983 

Minister in lead: · FST and MST(R) 
Official in lead: Mr Moore 

REVENUE COST £m 
STATE OF PLAY 

1983-84 

Cbancellor decided (meeting 22.12.82) to under 1 

legislate. Revenue (Mr Blythe) submission yield 

on 13.1.83. Potential revenue loss of £100m 

without.legislation: small yield if ·· 
legislated for. 

Budget Stat~ment will contain announcement 
. 

about uprated car and car fuel benefit scales 
. .. . 

for 1984-85. Minister in lead - FST~ 

Revenue (Mr Blythe) submission shortly. Costs 

depend qn options for change and are not 

yet gua~tifiable. 

Revenue (Mr Beightnn)submis~ion pending. 

Minister in lead - FST. Current annual 
revenue loss of £30m, but yield from measure 

depends ·on indexation and is not qua.ntifiable. 
. 

na 

1984-85 

under 1 

yield 

na 

na 

PAGE NUMBER 1 

Full Year 

under 1 

yield 

na 

na 





BUDGET PACKAGES 

SUT1MARY NOTE 

I 1l'E1'1 

(d) Grouu relief: avoidance 

(BL} (Starters no 119) 

(e) Life assurance: chargeable 
events: secondhand bonds 
(starters no 110) 

(f) DLT: disposals by 

PACKAGE: FAIRNESS IN TAXATION 

DATE : 19 J anuary 1983 

REVENUE COST £m 
STATE OF PLAY 

- Revenue (Mr Battishill) submission shortly. 

Minister in lead - I"IST(R) . Identified·curreuu 

revenue ·1oss of £30m: yteld in first~year 

not quantifiable. 

1 

Announcement of intention to legislate given 
on 24.6.82. Drafting of legislation nearly 
complete. Minister in lead - FST; official 

·· in lead ·- Mr O'Leary (IR). · 

1983-84 

na 

under 1 
yield 

Revenue (I1r Beighton) submission on 5 .11 . 82. · 2 ;iield 

1984-85 

30 yield 

under 1 

yield 

2 yield 

Full Year 

30 yield 

under 1 

yield 

2 yield 

non-residents (starters no 149 Discuss~ons being held with Law Society am. 
RICS. 

(Continued/ •• ) I 
~ 
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BUDGET PACKAGES 
SU1'1MARY NOTE 

(g) Stock relief: payments on 
account (Starters no 154) 

. ( h) Stock relief: deny to 
commodity/buliion dealers 
(Starters no 153) 

(i) Interest charges on late 
payments of director~ PAtE. 

(j) Apµlication of PAYE to 

earnings from offsho~e 
employment. 

(Continued/ •• ) 

·\ 

PACKAGE: FAIRNESS IN TAXATION 

DATE .: 19 January 1983 

REVENUE COST £m 
STATE OF PLAY 

1983-84 

Revenue·(Mr Battishill) submission 2.12.82. under 1 
MST(R) authorised drafting of legislation yield 

(19.1.83); item to be rev~ewed in light of 
other measures affecting c onstruction industry~ 

~ ~ 

Revenue (Mr Battisbill) sutimission shortly • 
Minister in lead - MST(R) 

- , 
Revenue .(Mr Blythe) submis~ion shortly. 

Ministe~ in lead - FST. . 

Case won in courts. No le~islation peeded. 

I under 1 
yield 

-

under 1 

yield 

1984-85 

10- 15 

yield 

15- 30 
yield 

under 1 

yield 

PAGE NUMBER 3 

Full Year 

15 

yield 

20-40 

yield 

5-10 
yield 
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.BUDGET PACKAGES 
SUMMARY NOTE 

I'l'EM STATE OF PLAY 

PACKAGE: FAIRNESS IN TAXATION 
DATE :19 January 1983 

REVENUE COST £m 

1983-84 1984-85 Full Year 

(k) VAT: blocking input tax on Rejected: at Chancellor's meeting (15~12.82) 

petrol and derv. 

· (l) Taxation of international 
Business (Starter 157) 

Draft l~islation published: December:: 1982; 
; 

comments: sought by mid-February. Miil.ister in · 
lead - f1?T(R); official in lead -
Mr TayloT Thompson (IR). Current tax loss 
through - ~avoidance estimated· at around £J00m; ~ 

yields o:n an April 1983 sta;rt date would be · 
_ less thap £1m for 1983-84 and £100m ~n a 

full year. 

TOTAL YIELDS 

I 
I 

., 
., 

5 yield 58-78 ·yield 7~-98 :yielc 

PAGE NUMBER 4 
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OTHER F1SCAL RISKS 

Possible Public Expenditure 

Unemployment. Two candidates may be proposed:-

i. Extension and modification of TSTWCS. 115 

ii. Continuation of Enterprise Allowance 
Pilot Scheme 

Coal Prices. There are preliminary discussions 
with Department of Energy on an idea that 
coal prices might be reduced to world level. 
The idea is unlikely to get very far before the 
Budget 

Petrochemicals. A review of current problems 
may lead to proposals to give assistance either 
by way of PRT modification or by public 
expenditure means 

Possible Tax 

Industrial Rates. In theory ruled out, but a 
continuing candidate in many quarters. There 
would be practical problems, including a 
need for legislation. A notional 10 per cent 
reduction would cost 

Car Tax. Suggestions have been made that this 
tax (currently 10 per cent) should be reduced 
or abolished. A 2 t per cent reduction would 
cost. 

TOTAL 

2 

Scored at NIL as either not likely to proceed 2!. charged to the Reserve. 

Other risks 

NOTE C 

24 January 1983 

£ million 

1983-84 1984-85 

100 

117 3 103 

250 500 

100 100 

467 703 

140 140 

120 160 

260 300 

727 1003 

(i) There are continuing calls for abolition of the Investment Income Surcharge (most recently 
from Lord Cockfield and the Institute of Directors), and there are pressures for an easing in stamp 
duty or its abolition. 

(ii) The forecast allows for a $2 fall in oil prices early this year. Beyond this each $1 fall is 
estimated to reduce revenue by £200-250 million in 1983-84. Figures depend however on very 
uncertain assumptions about, for example, any change in the exchange rate resulting from the fall 
in oil prices. A change of 3% in the dollar/$ exchange rate might have about the same effect on 
revenues as a $1 change in oil prices. 
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BUDGET PACKAGES 
SUl'11'1ARY NOTE 

I'fEM 

(1) Enterprise agencies: 

widepi ng of quali fying 

conditions f or relief. 

(m) VAT regi s tration/ 

de-r egistrat i on thresholds. 
EST 

/ 

(n) Corporotion tax : small 

co~p8nies profits l i mits and 

r ates. 
MST( R) 

C<?ont i nued/ •• ) 

C·ONFIDENTIAL 
PACKAGE: SMALL FIRMS AND ENTERPRISE 

DATE 24 January 1983 

REVENUE COST £m 
STATE OF PLAY 

1983-84 1984-85 Full Year 

Discus s ed at Chancellor's meeting on 12 .1.83, 

where presumpt ion against Revenue 
(Mr Battishill) do not, theref ore, intend to 
make a submission and no cost figures are 

included. 

Customs submis sion 24.12.82: Ministerial 

decis i on reacbed. 

Revenue submission (Mr Green) pending.1% 
point reduction in small companies rate 
would cost £10 million in 1983-84 and 

£15 million in full year. Cost of 

revalorisation of profits limits · shown 
opposite. 

CONFIDENTIAL 

5 

10 

10 10 

15 16 

PAGE NUMDER 4 
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CONFIDENTIAL 

FROM: ADAM RIDLEY 
25 January 1983 

CHANCELLOR 
WO\AlJ ~c.t-,) ~ ~ rd-~ fu FP ? 

q_,J cc FST 

PACKAGES: HELP FOR EN~TRUSTS? 

Page 4 of the Budget packages attached to Sir 
-·-~inute to you of January 24 records a decision not 

with further examination of ~oposa17or widening 
conditions for tax relief for Enterpr ise Agencies. 

Douglas Wass' 
to proceed 

the Qualifying 
This may well 

be a sensible aecision. If, however, you were to feel that it 
might nonetheless be desirable to try and offer a little 

encouragement to this important initiative, there remains the 

problem of seconding company employees to such trusts. 

2. The attached cutting from today's FT confirms rumours I 
have already beard to the effect that the supplies of potential 

secondees is limited and an increasing constraint. Any help 
one can give to encourage it by some modest fiscal measure might 

therefore be very welcome. 

f A N RIDLEY 

1. 
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Financial Times Tuesday J anuary 2.5 1983 

EDJTED· BY CHRISTOPHER LORENZ 

1er 
for: 

Secondment.benefits ~nterpr~~ trusts, 
•. . . . . 

~ ;· .says·Ti~ Pi~kson, I?.ut .• ~·· , . · 
tile 
:he 
le}' 

for 
teet 
ud~ 
ill.al 
tich 

The sllpply·- of people 
is ·cJ,ying UP. 

last THE development of enter· 
\nk . prise trusts - locally based 
lsh agencies set up to provide 
tiist advice and ot:ber support for 
nd : smail.tirm11 - could be held 
l'C . up by a shortage .of big com· 

pan~~ondees to run· the:m. . or . . 
to .: T · . is· the worrying 
a ;message from Business lD the 

· Community, ' tbe organisation 
set up in 1981 to encourage 
'big business to take a wider 
economic and social interest 
·in local communities. 

,. · · "The indications are that· 

1 ~ ~~~~~~~~~r!~~!~?.~~~ 
ments Tony PeUing of BIC. 

Of the 85 enterprise 
agencies established by the 
end ·of last year, three 
quarters are managed by 
secondees from a uatrow base 

• of large companies-includ· 
~ Ing ICI, Rank Xerox, Marks 

·and Sl)'eneer, Whltbreads and 
the clearing banks. · 
i. ~.·The · present . growth of 

agencies, with 50 to 60 at 
·various st ages · ot develop­
ment and a possible target of 
200 . . by the end of 1983, 
clearly shows that the 
problem is acute/' adds 
Pelling. 

'Many companies, he 
believes, are stlll ignorant of 
the value of secondees. not 
·only u a means of increulng 
tbelr eommuzrity involvement 

, but .. a management train· 
Ing tool. "The set:ondee brlng1 

! expertise . and experience 
which the recelvJng 
orga.oisatlon. could not other· 
wlse afford to' buy in. He 11 
given an opportunity to 
practise and test hushiesa 
skllls ln an alternative 
environment and to develop 
previously unused skills." 

In an attempt to spread the 
secon'dment · "gospel " more 
widely, BIC i~ organising a 
conference on· the role of 
business in the commun:lty to 
·be held Jn. London on April 
13. It wlll 'be chaired by Sir 

. Alutalr Pilkington and other 
speakers will ' Include Sir 
Hector Laing and Len Peach 

.·of IB~. The 9rganisers are 
particularly keen to attraet 

·chief executives and 1en1or 
management. Further details 
from Business ln the Com· 
muni1y, 91 Waterloo Road, 

. London, SEl. Tel: Ol-9Z8 
8423. 
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BUDGET PACKAGE CONSTRUCTION INDUSTRY 

Ghancellor of Exchequer­
F'inancial Secretary 
Minister of State - C 
Minister of Stat e - H 
Sir Douglas Wass 
Sir Anthony Hawlinson 
.Mr Middleton 
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Mr Byatt 
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This submission, which has been prepared with the help of IA and EB Group, 

examines the case for a construction package in the budget and outlines the 

possible components of such a package on the tax side. 

2. GEP are making a separate submission on the possible expenditure components. 

3. The conclusions of the note are in the final paragraph. 

S A ROBSON 
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CONFIDl!:NTIAL 

BUDGET PACKAGE CONSTRUCTION INDUSTRY 

This note e·xamines the position and prospects for the industry, the case for a 

construction package in the budget and the possible tax measures in such a package. 

A. Position of the industry 

2. The construction industry accounts for about 6~ per cent of GDP. Small 

firms dominate the industry with 80 per cent of the companies employing eeven 

people or less. 

3. There has been a substantial decline in the industry dating back to the early 

1970s. The industry has suffered from the recession. On top of this there has 

been a marked decline in public expenditure on construction. 

4. Table 1 (which has been produced by the Joint Forecasting Committee of the 

Building and Civil Engineering EDC) shows that in the early 1970s t he public 

sector accounted for about half the industry's output. Since then public 

sector construction orders have fallen by 4o per cent. 

5. Turning to the more recent past, table 2 sets out the position. 

Table 2 

1979 H1 
H2 

198o H1 
H2 

1981 H1 
H2 

1982 Q1 
Q2 
Q3 

% change 

% change 

GDP(O), Manufacturing and Construction Output 

19tl2 Q3 on 

1982 Q3 on 

Index 1975 = 100 

(seasonally adjusted) 

GDP(O) Manufacturing 
output 

110.3 105.3 
110.4 .. . 104.0 

108.8 99.2 
105.5 91.0 

104.2 88.2 
104.8 89.8 

104.6 89.5 
'104.9 89.0 
105. 3 88.o 

1979 H1 -4.5 -16.4 

1981 H1 +1.1 -0.2 

- 1 -

Construction 
output 

99.9 
'102. 7 

99.4 
92.4 

85.4 
84.6 

84.5 
84.8 
88.o 

-11.9 

+3.0 





CONST.HUC'l'ION 

6. Since the previous cyclical peak in the first half' of 19791 GDP has fallen 

by around ~ per cent. The falls in manufacturing and cons truction output have 

been considerably larger, at around 16~ and -12 per cent respectively. The recent 

trend in manufacturing output has been downwards: a fall of 1 per cent was recorded 

between the second and third quarters of 1982 and, in the l atest three months to 

November, it declined by a further ~ per cent. There was , however, a sharp !i.2£. 
of about 3i- per cent in construction out put between the second and third quarters 

of 1982, though its level remains about 14 per cent below the 1979 H2 peak in 

activity. Provisional indications from Department of Environment suggest that 

there was little change in construction output between 1982 Q3 and Q4. Overall 

the decline in the construction industry appears to have been arrested in 1982. 

7. Within this aggregate picture, public new housing activity has fallen very 

substantially (by some 60 per cent) from its 1979 level~.· 

Private housing, on the other hand, had fallen some't1hat less, by around 

20 per cent, and there was some evidence of a recovery during 1982. Other new 

work 1 both public and private, also appears to have recovered somewhat in the 

third quarter of 1982. 

8. The construction industry accounts for just over 1 million (5 per cent) of 

the 2~ million employees in employment in the economy as a whole. This compares 

with the figure of around ~ million employed in the manufacturing sector. 

The numbers employed reached a cyclical peak around the third quarter of 1979. 

Subsequently the numbers employed have fallen sharply : since the second half of 

1979 by about 2.2 million (or 10 per cent) in the whole economy; 1.43 million 

(or 20 per cent) in manufacturing; and 0.25 million (or 20 per cent) in construction 

The number employed in the construction industry has therefore fallen much more 

rapidly since 1979 than in the economy as a whole, at a rate broadly similar to 

the decline in manufacturing employment. During 1982, however1 the numbers 

employed in construction appear to have levelled off whereas in other sectors 

they are still falling. 

9. There is as yet no firm current inf ormation about the numbers of self­

employed in construction : the last published data was drawn from the 1971 

Census of Popula tion updated by the 1979 Labour Force Survey, but preliminary 

indications from the 1981 Labour Force Survey suggest a substantial increase in 

self- employment - of perhaps 200,000 in the whole economy of which about 50,000 

is in consh::uction. Revised statistics, reflectin both the 198"i Labour Force 

Survey and the 1981 Census of Population will not be publis hed wit il mid-February. 

- 2 -





CONSTRUCTION 

B. Prospects f or industry 

'10. l..ooking to the fut ure, the ove rall picture is one of significant recovery 

in orders for housing with a rather less clear picture emerging for other new 

work. Public and private housing starts in 1982 were well up on 

their average 1981 level; in the three months lo November 1982 private sector 

starts were up 25 per cent on a year earlier and public sector starts up ·1 8 per cent . 

/11 • F'orecasts for construction activity generally indicate the prospect of modest 

overall recovery. The EDC figures in Table 1 show for 1983 a 16-'17 per cent 

recovery in housing investment in 1983 ,and an overall increase in output of 4 per 

cent. Similar trends are predicted by the Department of Industry's forecast 

which envisages an increase of just under 5 per cent for construction in 1983 

against a fall of 1. 3 per cent for manufacturi ng. Cambridge Econometrics see 

the construction industry as the only one likely t o expand employment significantly 

over the next few years. 

12. The Treasury' s latest internal (pre-Budget) forecast does not include an 

explicit assessment of prospects for the construction industry. The forthcoming 

Public Expenditure White Paper expects total construction expenditure (including 

investment on construction planned by the nationalised industries) to be some 

£ 1oa- billion in 1983-84 represent ing an increase of over 10 per cent on the 

estimated outturn for 1982-83. 

C. Case for a construction package 

13 . It is clear the industry has gone through a bad t ime in the last decade. 

In recent years it has f ar ed no worse than manufacturing industry but it was 

starting from a lower baseline. The industry's prospects now look brighter. 

Its decline has been arrested and there are good signs of recovery. Its prospects 

certainly look brighter than those for manufacturing industry. 

14. It is certainly not possible (as the industry claim) t o develop a case for 

assistance on the grounds that the industry has been harder hit by.: · the recessi cin 

than others (particularly given its relativ~good prospects). Nor can it be 

claimed that the knock on effects on r elated industries (building materials, 

f urniture, timber) a re different from those in other sectors. 

- 3 -
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15. Two f urther arguments have been advanced, The f irst is related to the fact 

tha t public sector orders ( excluding nationalised industries) are a crucial 

determinant of the volume of business it can get : t hey account for about 

40 per cent of the industry's output. The indus try argues that the Government 

has been excessively indifferent to its interests in going about cutting public 

expenditure by failing to ensure a better bala nce betwee~ capital and current 

expenditure and to see that planned capital expenditure is actually made. They 

point out that, while public expenditure as a proportion of GDP has risen 

significantly since theearly 1970s, public construction orders declined by about 

lfO per cent. 

16. This amounts to an argument for compensation - in acknowledgement of a 

perceived part in equity. In economic terms it is hard to see it as a case for 

aid. The industry has had to adjust to bot h structural changes as well as 

the problems of the r~cession. The structural changes partly reflect demographically 

induced reductions in requirements for educat ion,partly the near completion of the 

major road building programme but mainly the decis ion to reduce public sector 

housebuildifg.--'Jlh~ structural change is 

There is no~onomiJ benefit to be gained 

of sometfil.ng wli i"C1i has happened • ., 

now largely behind the industry. 

from trying to cushion the effects 

17. Th~ second argument is that expenditure on construction is particularly 

cost effective in terms of jobs and employment (and correspondingly involves 

relatively little in the way of extra imputs). ~here is certainly a good point 
~ o--==-

here but it does need to be treated with care. It relates to direct'spending on - ...... 
construction, for example local authority house building. Acting on the industry 

by means of tax measures, such as improved allowances for capital expenditure, 

has effects on jobs and output much more akin to the generality of budget measures 

as these are not linked so closely to additional construction activity. 

18. Bearing that in mind, simulations on the Treasury model show that 

expenditure on construction produces about twice as much outRut and twice as ________________ ..:..,____ -
many jobs for a given PSBR cost as more traditional budget measures like 

cutting NIS or raising income tax allowances. 

- 4 -
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D.Possible Packages 

19. '.l'he components of a package ought to be j udged against three criteria 

(a) d o . they work with or against the process of change ir1 the industry? 

There is little point in stimulating capacity in an area which is in 

secular decline. 

{b) do they produce results quickly. Jn some instances in the past 

efforts to stimulate the industry have taken time to work through. 

The analysis above suggests any problems centre on the immediate 

future when recovery is just starting. 

{c) do they have intrinsic merit. 

20. Annex I s~arises the various budget representat ions bearing on the industry. 

There are two points on this. First, the only Minister seeking action on the 

construction industry is Mr Heseltine. Second, the CBI want an extra £500 million 

public expenditure on capital investment in 1983-84 and £1 1 500 million in 1984-85. 

21. The remainder of this note sets out the possible measures on the tax side. 

A separate subm~s5ion is being made on possible expenditure measures. 

E. Tax Measures 

22. The most expensive item in the industry's representations (at least in the 

short run) would be to extend VAT zero rating to repairs and maintenance. 

This would cost up to £320 m~llion in 1983-Bi. and £425 million ina full year. 

Such an exteniiion would be contrary to the UK's obligations under the EC Sixth 

VAT directive. At the Chancellor's meeting on 15 December it was decided that 

zero-rating was in baulk. 

23. In last year's budget the Chancellor announced his intention to restrict 

zero rating for alterations on the basis of a then recent House of Lords decision 

A new court case has cast doubt on the proposed new borderline between zero rated 

alterations and standard rated rep~irs and maintenance and has delayed implementat 

Customs are appealing in the new case. If they lose. a new borderline would 

be created but the revenue consequence of losing (and so the benefit to the 

industry) would probably be almost negligible. 

- 5 -





CONFIDENTIAL 

2~- Other expensive and frequently mentioned measures in the induGtry 1s shopping 

list are increasing the ceiling for mortgage interest relief and raising the 

threshold end r a te bands for stamp duty. An increase in the mortgage ceiling from 

£25 ,000 to £35,000 would cost £75- 100 million in 1983-84 and ~100-1 25 million in 

1984-8~ . Haising the stamp duty threshold by £5,000 would cost £60 million in 

1983-84 and £70 million in 1984-85. 

25. At the Chancellor's meeting on 24 January it was agreed that it would be 

preferable to maintain the present mortgage interest ceiling. It was also felt 

that there was not a good case for raising the stamp duty threshold. 

26. If the mortgage ceiling were increased, or the stamp duty threshold raised, 

they would obviously be put into a construction package. But it is doubtful 

whether either would bring much benefit to the industry, at least for a number 

of years. 

27. The industry has proposed various improvements in capital allowances for buildi 

Again these will only work through to the industry over a number of years. It is 

lack of demand for buildings that is affecting the industry and this will only 

pick up with activity in the economy gePerally. In advance of that, enhanced 

alloi.:ance will largely benefit companies who would have built anyway and who are 

currently paying corporation tax. On the specific proposals in this area : 

(~) extending allowances to the generality of commercial buildings. This 

would eventually build up in cos't to about £1i billion a year; 

(b) increasing the present 75 per cent allowance for the generality of 

industrial buildings . This would eventually cost about £40 million 

a year. BOth <ai and W are ,covered in Mr Battishill 's submission of 

January 27 to the MST(R). 

(c) increasing the permissible proportion of office space in industrial 

buildings from 10 per cent to 25 per cent. This has been proposed 

by Mr Heseltine as well as by the indus try. It was covered in 

Mr Kuczys submission of 24 January to th~ Financial Secretary. 

Cost under £1 million in 1983-84 but building up to £15-25 million. 

Would increase the anomaly between cases below the new limit - which 

would get relief on 100 per cent of expenditure - and those above -

which would get relief on only 74 per cent. 
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(d) providing capital allowance for the refurbishment of i ndustrial and 

commercial propert y. Again this has been proposed by Mr Heseltine 

as well as by t he industry and again covered in Mr Kuczys s ubmi ssi on 

of 2 4 January. J.t llowances are alrea dy a va ilable for refurbishing 

an industrial building. No justificat i on f or giving allowance to 

re f urbish a commercial building whi l e there are no allowances for 

constructing or pruchasing such a building. Cost in 1983-84 under 

£1 million but eventual cost abou t £250 million a year. 

(e) widening the definition of industr ial buildings. Proposed by 

industry to cover, for example, wholesale warehouses, wholesale 

tobacconists and confectioners stores. · Industry see it in part as 

providing a simple boundary. It is very hard to see these properties 

as industrial. It would make it more difficult to maintain the 

distinction between industrial and commercial property. Proposal 

rejected last year by Mini5ters in context of small workshop scheme. 

Improvements in capital allowances for hotel s are being considered in relation to 

a possible construction package. The Economic Secretary has recommended an 

increase to the Chancellor in his minute pf 19 January. If this were agreed, it 

could also be counted in the construction packa ge . The EST's proposal would build 

up in cost to about £10 million a year but ha ve a negligible cost in 1983-84. 

28. :Apa:rt from items {e) and (J) above, Mr Heseltine has proposed t\.JO other 

tax items with some bearing on the construction industry : 

(a) extending capital allowances t o shar e d owner s hip properties . 

This was covered in Mr Battishill' s s ubmission of 22 December. 

In his minute to the Chancellor of 19 J a nuary , the l''inancial 

Secretary was against this propos al. It would be in effect 

another subsidy for o ..... ner-occupation and would involve lengthy and 

complex legislation. 

(b) allowing landlords for tax purpos es to set repair and maintenance 

costs against income from any source, not just from rent income. 

This was covered in Mr Kuczy!s minute of 24 January. Cost under £1 mill 

in 1984-85 and £5 million in a full yea r. The present treatment 

follows general tax practice tha t deduc tion against mcome can only be 

made for expenses incurred in obt aining that income. A concession 

here would complicate the law and sti mulate demands for similar 

treatment in other areas. 
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29. Turning to development land tax, there is at present a deferment of DL'l' 

liability on developments' for the owners own use. This was introduced in the 

1981 budget and l as ts until April 1984. The aim was to stimulate activity and 

help the construction industry. Mr Beighton's submission of 13 January to the 

MS~lH) examined the options for extending the deferment . The MST(R) is in favour 

of an extension. There woul d be no cost in 1983-84 and a cost of £5 million in 

a full year. This would go into a construction package. 

30. Certain indus try representations have proposed abolition of DLT. Ministers 

have in the past r ejected this on the grounds that it would open the way for a 

Labour Government to put a much more onerous tax in its place. They also rejected 

a DLT holiday partly on political grounds and partly because the impact on the 

construction industry seemed likely to be small. 

F. Conclusions 

31. The main parts in this note are 

(a) the construction industry has been in decline since the early 1970s. 

In more recent years it has suffered no worse than manufacturing 

industx-y.. Its prospe cti; now look better t han those for manufacturing; 

(b) in these circumstances the case for helping the industry seems to rest 

on the fact, for a given PSBR cost, it is a "good buy" in terms of 

output and empl:oyment. But "this applies to public expenditure measures . 

1'ax measures to help the industry are similar in employment and output 

terms to t raditional budget measures; 

(c) the only tax measure so far approved by Ministers which could go 

into the package is an extension of DLT deferment. 
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ANNEX I 

REPRESENTATIONS ON Tllli CONST~UCTlON INDUSTRY 

a . Ministers 

Mr Heseltine wrote as Secretary of State for the Environment to the Chancellor 

on January 6 proposing : 

(a) extension of capital allowances to. housing developments for shared 

ownership; 

(b) allowing landlords to set repair costs for tax purposes against income 

from all sources, not just from rent inco~e; 

(c) providing capital allowances to the refurbishment of industrial and 

commercial property; 

(d) increasing the permissible proportion of office space in industrial 

buildings from 10 per cent to 25 per cent; 

( e) on the public expeneliture si'tie, extending repair grants to dwellings 

builts before 1945. 

This is the only Ministerial representation on behalf of the industry. 

l>. Organisations 

2. The CBI's budget representations sought additional public expenditure 

on capital investment of £500 million in 1983-84 and £1,500 million in 1984-85. 

3. The Joint Taxation Committee of the major industry bodies seek 

(a) 100 per cent capital allowances for the refurbishment and conversion 

of commercial and industrial buildings for re-use; 

(b) -increasing 11cloeer to 100 per cent" the 75 per c-ent capital allowance 

for industrial property; 

(c) increasing the permissible office content of industrial buildings 

from 10 per cent to 30 per cent; ' 
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(d) widening the definition of industrial buildings; 

(e) reducing the definition of a ''long leas e" from 50 years to 25 years; 

( f ) introducing capital allowances for the generality of new commercial 

buildingsi 

(g) increasing the ceiling on mortgage interest relief to at least £25,000; 

(h) increasing the stamp duty threshold from £25,000 to £35,000 and moving 

to a ''slice" system of charge; 

(i) VAT zero rating for building repairs and maintenance; 

(j) scrap DLT; 

(k) extend stock relief to houses taken in par) exchange by housebuilders; 

4. The Royal Institute of Chartered Surveyors want a number of tax changes. 

Those r elevant to the construction industry are : 

(a) introduce flat rate of stamp duty of 2iper cent on the excess over 

i24,ooo of the price of a house; 

(b) VAT zero rating for building repairs and maintenance; 

(c) comments on D.LT yet to be received. 

5. The Building Societies Associations recommendations relevant to construction 

industry are : 

(a) increasing the ceiling on mortgage interest relief; 

(b) abolition of stamp duty on house purchase or:a substantial increase in 

thresholds and rate bands. 

- 2 -
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6. The Federation of Master Buildings want householders to get income tax relief for 

a proportion of. any expenditure on repairs and maintenance which is standard 

rated for VAT. The aim is in part to hit the Black Economy. 

7. The Glass and Glazing Federation want home insulation grants to be extended to 

double glazing. 

8. The National Council of Building Material Producers want 

{a) an increase to "not less than £30,00011 in the ceiling on mortgage 

interest relief; 

(b) a grant for tax-exhausted companies investing in industrial building5 

which cannot take advantage of the 75 per cent capital allowance. 

9. The National Association of Steel s tockholders 1 s proposals relevant to the 

construction indus try are : 

(a) move public expenditure on capital programmes; 

(b) industrial de-ratingj 

(c) indust rial buildings allowance for warehouses. 

10. The British Aggregate Construction Materials Industries want increased public 

expenditure on construction. 

11 . The National Home Improvements Council want 

(a) the level of home i.mprovem·ent graRts to be a t least maintained and if 

possible increased for those in need; 

(b) . VAT zero rating on repairs and maintenance - partly to counter the 

Black Economy. 

12. The National House Building Council want the mortgage interest ceiling raised 

and the stamp duty threshold raised (especially in London). They also suppor t the 

RICS on changing the way stamp duty is charged. 
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Table 1: Construction Out~ut 
£ million at 1975 prices 
(percentage ann.ual chan~ 

ACTUAL FORECAST 

1971 1972 1973 1974 1975 1976 1977 1978 197"9 1980 1981 1982 1983 1984 

A 

Housing: 

Public 1594 1424 1387 1345 1482 1640 1491 1402 1164 953 607 505 590 685 
(-8) (-11) (-3) . (-3) (+tO) (+11) (-9) . (-6) (-17) (-18) (-36) (-17) (+17) (+16) 

Private 2088 2277 2375 1711 1543 1645 1557 1762 1627 1289 1145 1340 1560 1610 
(+15) (+9) (+4) (-28) (-10) (+7) (-5) (+13) (-8) ' (-21) (-11) (+17) (+16) (+3) 

Other: 

Public 3157 3160 3085 2681 2511 2492 2379 2278 2063 1859 1703 1685 1700 1735 
(-3) (nc) (-2) (-13) (-6) (-1) (-5) (-4) (-9) (-10) (;...8) (-1) (+l) (+2) 

Private 1496 1334 1218 1183 1174 1120 1298 1378 1426 1339 1074 1000 970 990 
Industrial (-4) (-11) (-9) (-3) (-1) (-5) (+16) (+6) (+3) (-6) (-20) (-7) (-3) (+2) 

Private 1578 1530 1563. 1423 1291 1137 1136 1262 1191 12i3 1312 1445 1385 1300 
Commercial (+9) (-3) (+2) (-9) (-9) (-12) (nc) (+11) (-6) (+2) (+8) (+10) (-4) (-6) 

TOTAL NEW WORK 9913 9725 9628 8343 8001 8034 7861 8082 7470 6653 5841 5975 6205 6320 
(+l) (-2) (-1) (-13) (-4) (nc) (-2) (+3) (-8) (-11) (-12) (+2) (+4) (+2) 

Repair and r.' . 

Maintenance 3352 3678 3861 3761 3417 3214 ·3:328 3855 4041 42·70 3833 3815 .)950 4080 
(+l) (+10) (+5) (-3) (-9) (-6) (+4) (+16) (+5) (+6) (-10) (nc) (+4) (+3) 

TOTAL ALL WORK 13265 13403 13489 12104 11418 11248 11189 11937 11511 10923 9674 9790 10155 10400 
(+l) (+l) (+l) (-10) (-6) (-1) (-1) (+7) (-4) (-5) (-11) (+l) (+4) (+2) 

. 
NB On all tables of construction output, forecast figures have been rounded to the n.earest £5 million. 
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1. ~TH ANTHONY RA'wLHJSON 

2 . CHJEF' SECRETARY 

Conies attnch~d for: 

Chrrncellor ,.--
I'inar1dal SP.cretary 
Minj~ter of State (C) 
MiniAler of State (R) 
Sir Dour;las Wass 

-·'"" 

\. 

CON.S'rtiUCTICN PACKAGE: PUBLIC EXPENDITURE 

.. t . . t .. 
i is Jn ~n~~a as 

doss not t~er~fore 

Yr um: C W 1:e11y 

D~te: 28 January 1983 

cc: Mr l·:iddleton 
~r Bailey 
Mr Byatt 
Miss Kelley 
Mr Kemp 
Mr Lovell 

Mr 
Mr 
Mr 
?fr 
Mr 

Mr Monger 
Moore 
Mount field 
Pestell 
Gordon 
Robson 

Mr 
Mr 
Mr 

R Allen 
:Ridley 
French 

.. ,_rtf.'.1( ... *1tS. 

?. • ':'L~ c;r.:ly ~t.inisb~r s:p~cifjcally seeking public eX":Jendit~re meaer.res to :!t>lp 

-:c.:.~: ~ruct1 on industry is Mr Hesel tine, as SP.cretary of State for the E:-.vironment. 

In :::,cdi t~ on, t1;r;re is a letter from Mr .Sparrow urgine; that 11 some part of any fiscal 

~.'.:<'<droo'.':1 1:-h"..:uld be used for public works "'hich meet irnpor.tant social and economic 

neecs c.0 :·1C: «·!bic~1 are a1 so labour inter;si ve 11 , but 'r1hich does not make any specific 

rP.n:r!Scntations 
3. The CbILinclude a proposal for additional capital expenditure of £500 million 

in 1983-84 and £1.5 billion in 1984-85- Similar suggestions have been made 

by other industry groups. However, I understand that the Chancellor gave the 

CBI no encouragemP-nt about this when he saw them recently, and I imagine that we 

can ass~me that any major programme of this kind is completely ruled out. 

The right time to consider propositions of this kind, if at all, must be in the 

course of the annual survey. 

4. More modest proposals to add to expenditure are open to the same objection 

that additions outside the Survey are bad for survey discipline and for good 
\ 

management. They would not therefore be welcome to the expenditure side of the 

Treasury. If limited measures ~n this area were nevertheless considered essential, 

CON.FT DENTIAL 
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t :"' Y t;o u J ~ , J· c;· ··.e ve r, pr."}br.\bly be ?.°u.;o;·'t:e d v;i t hin the P.xisti nr; Continp;er.C)' l·:r-·';'='rve 

<~n d nE•f?d no t there f ore a dd to planned publ i c exp<>ndi ture . 

) . In pr8ctic~ , t he s cope for public expendi ture measures is relatively limi ted 

for r t>ar>ons which are f ami liar from previous rounds : 

(i) It i s difficult to ident ify projects which affec t onl y one year a nd 

do not l ea d to potentially embarrassing commitments , for either 

capital or r evenue, in later years. 

( ii) Tfjer e ca.n be practicaJ. difficulty i n bringing projects on stream rapidly, 

which can affect the value for money obtained. 

( iii) The ma jority of public expenditure on construction is undertaken by 

the lo'cal authorities and nationalised indus tries , \.v'here the prob1el)1 

at present is getting them to spend the all ocations they already have. 

6 . If !''.:i.nii::ters rl~si:r:·ed , s-ubject to consultation with other cepartm~nts, 

i t would E~~~ p0~~ible to put toEether a package of minor nriditions to exi~ting 

(iii) Up to u"0 und £50 million on roads . 

( iv) Vp to £50 million on small i.orks by the health aufro:rities. 

(v) Small amounts in Northern Ireland on, fo r example, rene·.,ral of s;;,.~·(r11ge 

works . It is unl:ikely to be cost effective to try to add to O:-;)f'.'nd:it·~:re 

on \o.'atc:r and. sewerage in Great Bri ta.in un t il t he "'a tc.r authori tie:::. co~~1plc te 

the ir s-..:rveys of existing sewe r s . Even then there could be resistance 

becau~e of the effect on cha r geo . 

Further small amounts might be possible on such things as the he r ituee , spor ts council s 

e t c. 

?. We would not, however, recommend any of these . They s u f f e r from the disadvant ages 

mentioned above . They would look very much like tinkering at the edges, and they 

coul d risk l eading to short-term over-heating of the marke t for minor works 

and impr ovements, while big contractors continue t o suffe r because large projects 

are incompatible with crash programmes. 

Hous ing 

8. Mor e promising a re possible starters in the housing field. In the last Budget 

CONFi DENTIAL 
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t.};e C}.ancellor J.aunched a major initiative on home improve ment by increasine 

for one year grant rates for repairs and the provision of basic amenities . 

--nc.e then the higher grant rattes have been extended to the end of 1983-8~ and, 

R~ far as inuividual local nuthorities are concerned, expendi ture has been effect ively 

de-ca sh limited. (We expect the extra expenditure to be more than cove red 

by underspending elsewhere within the aggregate cash limit). Thus home im!Jrovemf~nt 

already has a high priority within the expenditure plans. But it remains a 

popular field and one in v1hich DOE Minis ters would like to tatce further rnE>asures . 

9. Th8re are t \~O main options: 

( i) FurthP.r changes in improvement g:rnnt rules. OOE Ministers put this 

as a priority in their ::!udget shopping list. The main criarige '\l:ould be 

to rn.3.ke hm.rn~s built betwne n 1990 and 1916 eligi blc for grant. ':'hj s 

\·•ould he in r:?sponse to f;"vicen ce in '\:he Englie.h H:YilSP. Crrnc!i lion .Survey 

puhl:i t,;hed in I>~cc::rnbfJr that si8ni f.i c .. mt ~ur~hers of iritf:r-\·;ar hout'~S 

ar.e 1;.'t)c-..·inG FiGTIS of f-:.!'·Ti r·us ,;}, fiJ r:'j>"liT. 

(ji) S1>:cif:ic fur;d s fvr "e:::v ~lc0 p:ing ". ;..nE :.::ni~ 1.e:rt; t~;ve recr::ntly r..::.<;c 

11er."J<.1oping11 (rr:.~<Air of t~C'! e:;dc:-.:T1~l f~:b:r~c of <'-n;Jli::' .. c ter.ract=:;:./r:;tnr:t~; 

f".m rls could be earrr.arkec for enveloping and 1t!OUld br:i n13 fon.;m'r:l r·:xtra 

"10. :Si ther opti on could l !ea.d tc additio:ial exper:di t ure of '.lP '!::o ;;:5c mill i c·!1 . 

of '5r.ip1·(wer.!ent ~;-:-ants for 1983- 8/.i wh:ich has already been nc:; r·~ec; but you t·.irn.P.c this 

cm·:.n p:...rtJy bec r..w;e no sp~cific funds were available, and partly b ecause we do 

not know yet if there is enough headroom in the cash limit to occommodate 

an extension of this ccnce~sion and other commitments (see below) . Extensions 

to the improvement crant package would add to difficulties for Jocal authorities 

in processing clai~s and would direct ~ore work to the amallest end of the 

construction industry, Enveloping is subject to specific project approval 

and because it deals with blocks of houses, is more likely to benefit 

medium-size cons truction firms . 

Other acti on by local authori ties 
i 

11. There is als o the possibility of more general action to stimulate capital 

expenditure by local authori ties. You have agr.eed to consider giving addit ional 
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r-~ital allocHtions to local authorities as soo~ as there is evidence that 

1 c.: is .c.;afe to do so within the cash lir.ii t . In tr.e next few weeks we will be 

CP-tt:i. ne information on the flow of ea.pi tal reci::ipts partic~larly from council 

hou:se S"ll~ s \·1hich, if it points to a continuing high trend , might justify some 

additional allocn.tions beinr; r:iade even before the 13tart of the financial year . 

It will, in any caRe , he necessary to make deci s ions about a ::;rr.all number of 

~-pec:i Al cases on which you have al1·eady told DOE Ministers that you will be prepared 

to ma~{e addi tj onril allocations of up to £?.O millj on. 

12. It is difficult to put a figure on action of this kind . Its object would be 

to reduce ur;cer:;pt>:iding -..tithi.n the caish liriit. It would not , therefore, add to 

r.,:roc; n.1.:nrr.es . 5ut it could add to the plan.YJ.ing total because it Y.!Ould erode the 

s}wrtf.':111 p.:r·ovinion in the \I/hi te Paper . It could be presented as leddine to 

,,,ore cupit".il exlJr.nditure than '·1ould othe:rwiHc have taken p1nce. Subject to 

t~e },c.r.er·oo::i a-.1a.ilabJ.e, furth~r ccncess:i o:~s on improV':>r:.ent grr.;.:its aiid enveloping 

could b~ Uhed ~tther to reduce undPl~pendi~c wit~ic the existing cush limit, 

:L),.i s ~~ .: l'•;: n: ~~r: s ----

;:~c~;.-;age in the E'ud,se t '·IJ~~t.:ch dealing with a con"t:r:wti on pacJ.\c-;.r;e fcJr the fact 

that E::);pen'.3i hi.re on ccP-struct:i.on on .e_xistinrr :pli-:l.ns is expected to rise by 10 y.>er c"'r;t 

to ;,~.1~ ·(liH:i on in 1983-84 cor:ip;:;.rcd with the 0u~1:_~ now exp~cted for 1982-83 

<tnd for the steps that f.8VE:' Al'."'E·ady been tC:L~Cn to ~educe the substa.nt:i al CaJ•i tal 

undf:r s-pe r;cling by the nati onalised industries c:i.nd local authoriti0s. '.l'his is one of 

the four main points me.d~ C·n t'.1e first page of the pub] ic expend:i ture ';.lf:i te p;,J'E.' r 

to be publii::;hed next week. The \foi te Paper alF>o includes a table analy;:;ing 

construction expenditure between programmes and the main nationalised industries, 

and giving a lonBer run of years (copy attached). 

14. I t might be possible to supplement this by giving de tails of particular 

large projects which are a lready within the exis ting pla ns . However this could 

be diff icult to achieve convincingly . 

Conclus ion 

15. From the point of view of public expendi t ure control, it would be preferable 

to make no addit i ons in the B~dget to the public expenditure programmes as 

determined in the Survey and published in the White Paper. 
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1i:::. If, despite this, Y.iniste:;s did "'"i.sh to include some public e:xpenditure 

!"ment with:i.n a construction package, the most prorr.isine sta.rterG are 

further chanees in the improvement grant rules and i:;necific funds for 

"enveloping". Either ootion could lead to additional expenditure of up to 

~:50 million. 

<=.........>~ 

C W KELLY 
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Ta hie l .13 Capital expenditure on conslruction ~ork £million c2sh 

1977-781 1978 79 
out1L1rn ovtturn 

--------
Di1er·1 ru."lic opcndi:ur1· on lirk' 1 (!115fn1c1ion 

H<''~' ing oc·;, dudlin~s anc! imprcwe!Tw.nts 

Olh<:• c;;Y!rt··n~··~n1d~.-nices 

T1 ;;n,pcirt 

Fd11caiion 

H ..:o 1!11 a~·d p~r:-.n'."";:J ~~\.; ;:l 1 ~c·r, ;C.~fi 

O•l1c1('} 

T .;.~.~~ 1 (j~.·~··,; . ~ 'i~ ~ l I~ j.( ~. ~ ': .... :; j1;_'\\' 

•• ·.::
1 s: 1 ·-'·::ion 

( ;:·H!,:.,11.~~ ~. •"( ·l·Jli··· .. :.;i: t· ~ .. ·.n('.;:~:·:·"~n'ld 
:"~·(;~~.:·.:~ ~:.\<.. 

.i: · ( 
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41 l 

35!\ 

~96 

2,143 
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373 
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~02 

~.: ~o 

(>i\0 

I 91!2-8~ 
19?9-KO I 19RO-Rl 1981-82 e;Lim~1ed J98J-K4 
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736 903 816 790 9~4 
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422 S28 ~45 3112 379 

~u (129 777 803 ~57 
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Co~l 

\I. ,.;1 er 
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.• :<1 • .:: , t.:1•.:: .. : ,'li(•S 

T\'~ :~ 1 e>. ; .:•1C:; ·,,;"on ce!1~: rur:lon by 
n:1; il·f;1. ~ · ·1·ri · nd:_5=:.rie~(.a) 

Gr:,nd 1o;al 

b9 

i44 

131 

97 

41)9 

220 

l,2JO 

186 

1(12 
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)40 
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1 ,<179 
·~-~- - ;------ 4 

___ l_i,454 J (._n9 
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202 

!46 
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~93 

lt>4 

- ":'~ 
7.%~ 

- ---· 

?~4 ~ l f. :-.s1 
304 2fl3 :-.'O 
J 5S 14~ ) 14 

:m 3.15 ~3~ 

(168 669 : iO 

I ~01 235 ~~3 

l.' 33 j ~ -J,97 ~_J 2 (. 0 I -- ~.C)7J ~8:1 ;~21 J. 
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e • pcn1'1it•irt c·n "''" comtructi<:;; for :-nilil:• ry purpo~es is classified a, cun cm exrcnditure. 
(')See Table 4.2 for detail of all c~pital expenditure within th( planning total. 
(')C":enain c.api1,; 1 ~~rcndilUr( by the British ~at iona l Oil Corporation" ltich is c:l~~~ifJed in 1k accuung as nrv. b1: il<lings and" orb hos been 
excluded fr<'rn 1l1is 12bk since little ()f the work is r10duc:~ by l hr construction industry. 
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CONFIDENTIAL 

PS/CHIEF SECRETARY 

BUDGET PACKAGE: CONSTRUCTION INDUSTRY 

FROM: E KWIECINSKI 
DATE: 28 January 1983 

~ancellor 
Minister of State (C} 
Minister of State (R) 
Sir D Wass 
Sir A Rawlinson 
Mr Middleton 
Mr Bailey 
Mr Byatt 
Mr Kemp 
Mr Lovell 
Mr Moore 
Mr Mountfield 
Mr Gordon 
Mr Kelly 
Mr R Allen 
Mr Ridley 
Mr Robson 
Mr French 
Mr Cor lett/IR 
PS/IR 
PS/C&E 

The Financ ial Secreta ry has seen Mr Robson's submission to the 

Chief' Secretary of 27 January. 

He doe s not see that the taxation measure s put forward would form a 

very me aty package. He thinks it would need spending increases 

rather than tax cuts to make it meatier; although he would be content 

for it to be almost a 11non-pa-ckage 11 • 

E KWIECINSKI 





PS/CHIEF SECRETARY 

From The Assistant Private 
Secre tary 

Dat e 28 January 1983 

cc PS/Chancellor 
PS/Financial Secretary 
PS/Economic Secretary 
PS/Minist er of State (C) 
Sir Douglas Wass 
Sir Anthony Rawlinson 
Mr Middleton 
Mr Bailey 
Mr Byatt 
Mr Kemp 
Mr Lovell 
Mr Moor e 
Mr Mountfield 
Mr Gordon 
l'1r Rob son 
Mr C W Kelly 
Mr R I G Allen 
Mr Ridley 
J1r French 

PS/Inland Revenue 
PS/Customs and Excise 

BUDGET PACKAGE: CONSTRUCTION INDUSTRY 

The Minister of State (Revenue) has seen Mr Robson ' s minute and 

attached paper of 27 January . He has commented t hat the likely 
runners would make a pretty thin package. 

2. Incidentally , with r egard to DLT own use defer ment 
(paragraph 29) the Minister recommends it 's inclusion in the 

Finance Bill r egardless of the fate of the construction package 
as a whole, since it i s a helpful measure in its own right and -

i f t he exemption is going to be extended as t he Minister believes 
it should ratper than lapse in April 1984 as it will automatically 

if legislation to the contrary is not made - ~ this year is the 
time to act. 

/ J C MILNER 
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PS/CHANCELLOR~~-

FROM: E KWIECINSKI 
DATE: 28 January 1983 

cc PS/Chief Secretary 
PS/Economic Secretary 
PS/Minister of State (R) 

· Sir' D°'~ass 
Mr Middleton 
Mr Moore 
Mr Robson 
Mr Martin 
Mr Kuczys - IR 

PS/~ ~ 

BUDGET PACKAGES: MR JENKlN' S AND MR HESELTn;;;. S PROPOSAL/ 

The Financial Secretary has seen Mr Kuczys's note to you of 24 

January. 

He is not attracted to any of these proposals. 

E KWIE~ INSKI 

28 January 1983 
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PS/CHIEF SECRETARY 

BUDGEI' PACKAGE: CONSTRUCTION INDUSTRY 

FROM: C D HARRISON 
DATE: 31 JANUARY 1983 

cc Chancellor _..,. 
Financial Secretary 
11inister of State (C) 
Minister of State (R) 
Sir D Wass 
Sir Anthony Rawlinson 
Mr I'1iddleton 
Mr Bailey ·. 
l'1r Byatt 
Mr Kemp 
I1r Lovell 
Mr Moore 
Mr Mountf ield 
I1r Gordon 
Mr Kelly 
Mr Robson 
Mr Ridley 
l'1r French 
I1r Corlett/IR 
PS/IR 
PS/C&E 

The Economic Secretary would like to register two points on 
Mr Robson's submission of 27 January. Firstly, VAT. He feels 
that-paragraph 23 gives a slightly misleading flavour. Logically, 
Customs and Excise should expect to win their appeal on the 
latest judgment. This would mean an increase in revenue from 
VAT on construction of up to £10 million - not just,as paragraph 
23 suggests, the loss of a "negligible" saving. 

2. Secondly, capital allowances for hotels. Contrary to the 
impression given in paragraph 27, the Economic Secretary did not 
recommend an increase in capital allowances for hotels; he said 
that if it were deemed necessary to buy off the backbench lobby, 
this appeared to be the best wa:y to do it. 

C D HARRIOON 
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Note of a Meeting on 31 January 

Present: --Ch-i.ef- -Secretary -
Sir Anthony Rawl inson 
Mr Moore 
Mr Mountfield 
Mr Rooson 
Mr Gordon 
Mr Godoer 
Mr Andren 
Mr Corlett I/R 
Mr Lusk ' I/R 

BUDGET PACKAGES: CONSTRUCTION 

PPS 

The Chie"f se·cr·e·t·a·ry said that ne was inclined to take any budget 
public expenditure increase on the Contingency Reserve if possible. 
He was also inclined to leave the Reserve at its present level. 
This would have the advantage of a constraining i mpact on the size 
of the increases and would avoid accusat ions of tinkering . But it 
was not necessary to take a final view of this at th is stage. 

Taxa t iori Me~s~~es (Mr Robsonts minute of 27 January) 

2 . The Chief Secretary noted that, on the . one hand, there was no 
case in terms of the comparative decline suffered by the industry 
for a special package of construction assistance . On the other hand 
it could be shown that public expenditure measures on construction 
would give a higher return in output and jobs in terms of PSBR cost 
than the usual budget fiscal measures. On that oasis, there was 
little case for a package of tax measures, particularly as it was 
difficult to find any without .major implications for the PSBR. The 
only candidate on the tax side so far agr~ed by Ministers was 
extension of DLT deferment. If Ministers ultimately decided on an 
increase in Mortgage Interest Relief, that also could be dressed 
up a s part of a construction package . Was there anything to be 
said for increasing capital allowances for hotels from 20 to 50 
per cent as the EST had recommended ? That would seem to be relative 
ly inexpensive and would score on both the tourism and construction 
packages . 

3. Mr Corlett agreed in principle . But against that i t had to be 
asked whether the change was necessary or would be of use. There 
was still excess hotel capacity and an increase in allowances for 
that type of investment was not the industry 's prime bid. Rather 
the industry wanted to extend into the self-catering ~ector. 

4. The· Chief Sec·r·e·tary noted the EST' s view that extending capital 
allowances available t o hotels to other types of accommodation 
such as self-catering units would cause great definitional problems 
and result in minimal increases in employment. Would the legis­
lation needed to overcome the definitional problems be.necessarily 
very complex? 

1 
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5. Mr Corlett said that the industry claimed a reasonable amount 
of employment potential. But this claim was difficult to assess. 
Much of the activit~-~~~~rated by such development~ w6uld be quite 
seasonal. There was also the question of how much new development 
would be generated by giving an allowance, which would not have 
taken place anyway. It would however be possible to solve the 
definitional difficult i es through legislation which, if Ministers 
wished, could be made simple and broad brush. 

6. The Chief Secre·t ·ary said he was inclined to report to the . 
Chancellor that there was not much of a case for increasing capital 
allowances for hotels. But that introducing capital allowances · 
on self-catering holiday accommodation projects was a viable option 
in that it was low cost (single figures); the legislation to over.­
come the definitional problems could be drafted comparatively simply 
and it would score on both the construction and tourism packages. 
He invited Mr Corlett to consider the definitional problems.Prbvisio 
~lly , he inclined to go for a 20 per .cent allowance, to be available 
for complexes of a min imum ten units, and was attracted to the : idea 
of a time limit~ possioly by presenting the allowance as being on 
an experimental oasis and suoject to r eview. 

7. Mr Rob·son said that another option was to increase t he office 
use capital disregard on industrial buildings from 10 pe r cent to 
25 per cent. 

8. The Chi'e'f -s·e·cr·e·t'ciry noted that the argument against this was 
that the present lO per cent allowance was de minimus but 25 per 
cent would represent a significant extension of the disregard to 
non-qualifying expenditure and in the Revenue's view would tend to 
increase existing anomalies. For example, a 25 per cent allowance 
might give rise to the criticism that it distorted building habits 
by encouragi ng integrated ouildings housing both qualifying and 
non-qualifying expenditure (eg. computer installations) where 
separate ouildings would nave been constructed before. On the other 
hand Mr Gordon nad argued tnat that type of 2 in 1 bui lding was 
increasingly being ouilt and would cont inue to be even if the tax 
system were neutral. Moreover, tne cost of the measure was r elativE 
ly low - £1 million in 1983-84 rising to £15-25 million over the 
years. There was no ne ed .to take an immediate dec i sion, but, on 
balance, an increase in the capital disregard could be included in 
the package presented for the · Chancellor's decision as being a 
fairly attractive item (with a faint whiff of silicon valley) 
although the adverse argtimSnts should be fully b~ought out. 

Puo·lic 'Ex·pehd'it\ir·e· Me·a·su"r·es: Mr Kelly's minute of 28 January 

9. · Th·e ·chie·r "Sec·re·t ·ary said there would be great pressures for 
an increase in public spending on construction projects. It would 
thus be a good th i ng to be able to put forward a limited and 
attractive package. He agreed ent irely with Mr Kelly's reconunen­
dations against pursuing any of the options listed in paragraph 6 
of his minute. There were however two options that could be pursue< 
Firstly, to extend the House Improvement Grant Scheme to cover 
inter~war houses, and secondly to allocate specific funds for 
enveloping schemes . On a realistic view , the change in the HIG's 
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Scheme should lead to additional public expenditure on construction 
of up to £50 million. The change in the scheme could be time 
limited to the budget package. The att~action~ of the enveloping 
scheme on the other hand were that the scheme was new; would tend 
to benefit the larger builders; and would be less likely to generate 
work which might have been done anyway. He noted that local autho­
rities were quite keen on eveloping schemes but tended to make a 
choice between enve lop ing and repairs grants (attracting 75 p~r cent 
and 90 per cent Exchequer Grant respectively); that the £50 million 
cost was a tentative estimate of the number of schemes likely to. 
come forward in one year; and that the assistance could be time : 
limited to the end of the current year, expenditure occurring there­
after to be contained· within allocations. Both options should be 
put forward for the Chancellor's de cis ion. 

Conclusion 

10. The ·chie'f -Sec·r·e·t·ary invited Mr Robson to coordinate a draft 
minute which he might send to the Chancellor seeking his agreement 
to ~andidates, in thefoliowing order of priority, for a constructior 
package:-

Tax Measures 

i. Increase in the permissible proportion of office 
space in industrial buildings 

ii. Capital allowances for self-catering type holiday 
accommodation proj ec ts 

iii. DLT deferment 

[iv. Mort gage Inte rest relief] 

PE Measures 

i. Enveloping 
ii. Housing Improvement Grants extension 

cc PPS 
PS/FST 
PS/EST 
PS/MST(C} 
PS/MST (R } 
Sir D Wass 
Sir A Rawlinson 
Mr Bailey 
Mr Moore 
Mr Mountfield 
Mr Robson 
Mr Gordon · 
Mr Kelly Mft ~odble 
Mr Andren 
Mr Corlett I/R 
Mr Lus·k I/R 
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COVERING CONFIDENTIAL 

FROM: SIR DOUGLAS WASS 
DATE: 31JANUARY1983 

CHANCELLOR cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State (C) 
Minister of State (R} 
Sir Douglas Wass 

l--.rt l( ~ ~,,-

~ '-( 1~~ ... , vV~ ' 
l r 

Sir Anthony Rawlinson 
Mr Burns 
Mr Littler 
Mr Middleton 
Mr Bailey 
Mr Cassell 
Mr Moore 
Mr Kemp 
Mr Hall 
Mr Ridley 

Sir Lawrence Airey (Inland 
Revenue) 
Mr Angus Fraser (Customs 
& Excise} 

BUDGET PACKAGES 

Attached is an updated version of the material on the packages which you saw for last 

week's overview meeting. This includes: 

Note A, which is a summary of the overall position on packages, risks, etc; 

Note B, a listing of the detailed packages; 

Note C, other identified fiscal risks and possibilities. 

The notes seek to reflect the developments of the past week. They are correct as of 

Friday afternoon. 

2. There are four points r would draw to your attention. 

i. Possible changes to CTT are spread amongst the packages. The 

possibilities seem now to be in a state where you could hold a meeting this 

week or soon after you return from Washington to take a synoptic view of. 

them. 

ii. Proposals for changes to oil taxation (in the packages) are on the agenda 

for tomorrow's overview (along with Corporation Tax and NIS). 





iii. Options for the changes to the investment income surcharge will be set out 

in the Revenue Paper on personal tax options to be discussed (along with 

Child Benefit) later this week. 

iv. Your private office has asked Mr Fowler's office to chase his Budget 

proposals. We need to have those soon. 

DOUGLAS WASS 





NOI'E A. 

CONFIDENTIAL 
DATE: 31 J anuary 1983 

£million revenue cost s 
Gm' 1983 - PACK.AGIB E'l'C - SUMMARY 

1983-84 1984- 85 
Total P/Ex Total P/Ex 

e l ement element 

Packages (Note B below) 300- 400 110 535- 560 200 

other Risks and possibilities 
(Note C below) 0 - 537 0-242 0 - 700 0 - 230 

Child Benefit - RW • 8% or 6%, 
both less 2%. (In main overview). 80- 100 80-100 220- 290 220-290 

380-1037 190-452 755 -1550 420-720 

If the. Publ ic Expenditure element is all charged to the Reserve, the pot ential cost 
to the Budget becomes : -

Total as above 

1983-84 

380-1037 

190- 452 

1984-85 

755-1550 

420- 720 Less Publ ic Expenditure 

Net t otals 190- 585 335-830 

Provided in overview in tot al 

Budget A 450 650 -or 

Budget B 350 500 - -
Notes: 

1. Numbers are uncertain at present, and the final figures will 
not necessar ily fall within the ranges shown. 

2 . These are revenue cost s. PSBR costs a r e likely t o be a little 
lower. Agains t that any pubIIC expendi ture measures , even if 
charged to the Reserve, could nevertheless increase the forecast 
PSBR by neces sitating a r eview of the shortfall est i mate. The 
extent t o which, on balance, the PSBR costs of these measures 
might differ fro~ the r evenue costs cannot be assessed at this 
s t age. 





COi~FlD~NTiAL 
BlJLl(~E? PACKAGES: COSTS SlJT11'1ARY 'l'ABLE 

Enterprise and Small Firms • 
of which public expenditure: 

Wider Share Ownership 
of which public ex-penditure: 

Technology and Innovation 
of which public expenditure: 

Construction 
of which public expenditure: 

Oil Taxation 
of ·which public erpenditure 

Tourism 
of which public expenditure: 

.Agriculture 
of which pu,blic expenditure: 

Bett)ng 8nd Breeding 
of which public expenditure 

CAring and Charities• 
of which public ex-penditure: 

Fairness :in 'l'a:xation Yields 
of which public expenditure: 

1983-84 

50 
5 

20 

45 
45 

75-100 

40-100 

3-4 
3-4 

60-65 
54 

2-10 

'31 January 1983 

198'+-85 

95 
5 

35 

85 
75 

100-130 

140-160 

10-11 
3-4 

125-130 
117 

60-90 

£ rnj)Jjon 

Full veAr 

115 

40-45 

115 
7~5-86) 

155-390 

345 
-(85-86) 

130-143 
122 

175-225 

•costs could be substantially higher when or if presently uncosted 
items·included. 

'l'O':PALS 

of which public expenditure 

Miscellaneous unpackaged 
tax items 

300-460 

110 

20-25 

535-560' 

200 

155-160 

725-945 
200 

255-260 

CO~tlDENIIAL 
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BUDGET PACK.AGES 
S UMI'1ARY NOTE 

ITEM 

(a) Business Start-Up Scheme 

(Business Expansion Scheme) 

PACKAGE : SMALL FIRMS AND ENTERPRISE 

DATE 31 January 1983 

Minister in lead: FST unless otherwise st~ted 
Official in.. lead: Mr Bailey 

STATE OF PLAY 

Ministers have decided in principle on major 

ext~nsion of scheme. Revenue (Mr Battishill) 
submission to FST on 17.1.83. FST meeting 
2?.1.83; FST reporting progress to Chancellor. 

Cannot be costed as yet; later year costs 
could be significant. 

1983-84 

na 

REVENUE COST £m 

1984--85 Full Year 

na na 

(b) Joint venture vehicles for FST meeting 20.1.83.requested FP/IR to sound 
institutional investment 

( c) Equity linked subsidised 
loans. 

(d) Debt-equity conversion 

(Continued/ •• ) 

out institutions on possible constraint on 
their investment in small firms. 

) 

~ ·Discussed at Chane·ellor' s meeting 25.1. 83; 
) minute of 26.1.83 to FST confirmed that 

~ dropped 

CONFIDENTIAL 

na na na 

PAGE Nl.IT1BER 1 





BUDGET PACKAGES 

SUMMARY NOTE 

I 'rEM 

(e) Zero and deep-discounted 

stock. 

(f) Simplification of PAYE 
and NIC payment: Schedule E/D 

( g) Capital transfer tax 

(Continued/ •• ) 

CONFIDENTIAL 
PACKAGE: S~L FIRMS AND ENTERPRISE 

DATE ~1 January 1983 

STATE OF PLAY 
~NUE COST £m 

1983-84 1984-85 Full Year 

Consultative document issued 12.1.83, with 
comments requested by 11.2.83. Not costed 

since no definite proposal yet decided. Shelf 
issues will need .to be considered in light 

of response. 

Dsicussed at FST meeting 17.1.83. Further 
Revenue (Mr Blythe) submissionscommissioned 
on "net of tax" pay tables and Schedule E/D 

issues, expected by 4.2.83. 

FST minuted Chancellor 18.1.83 proposing 

package of imrproved rate scale, higher 
agricultural/business reliefs and extended 
instalments period. 
submissions~20.1.83 

(Mr Beighton). 

Additional Revenue 

(Mr Isaac) and 25.1.83 

na na na 

34 70 90 

PAGE Nill1BER 2 





BUDGET PACKAGES 
SUI1MARY" NOTE 

I'rEM 

(b) Loan Guarantee Scheme 

(i) Enterprise agencies: 
widening of qualifying 
conditions for relief 

(j) VAT registration etc 

thresholds 
EST 

(Continaed/ •• ) 

1-

CONFIDENTIAL 

STATE OF PLAY 

PACKAGE: SMALL FIRMS .IND ENTERPRISE 

DATE :31 January 1983 

REVENUE COST £m 

198.3-84 1984-85 Full 

Discussed at RIG meeting 11.1.83. Detailed 

DOI proposals awaited: interim submission 

(Mr Bailey) to Chancellor 24.1.83. 

Proposed in l'1r Heseltine's letter of 6.1.83. 

Presumption at Chancellor's meeting on 12.1.83 
against; no cost figures therefore included. 

Customs submission 24.12.82. Ministerial 

decision reached. SETTLED 

CONFIDEf\JTJA[ 

(pe) 5 ('Pe) 5 -

5 10 10 

PAGE NUMBER 3 

Year 





HUDGET PACKAGES 
SUI'1f1ARY NOTE CONFIDENTIAL PACKAGE: SMALL FIRMS AND ENTERPRISE 

DATE 31 January 1983 

ITEM 

(k) Corporation tax: small 
companies profits limits and 

rates. 
MST(R) 

STATE OF PLAY 

Revenue submission (Mr Battishill) 26.1.83. 1% 
reduction in rate would cost £10 million in 
1983-84 and £15 million in full year. Cost 
of increase in limits to £100,000, 
£250,000 shown opposite. 

(1) Schedule D case V trading Revenue submission (Mr Keith) of 22.12.82 to 

losses (starter number 161) FST; Chancellor's meeting 12.1.83 agreed 
that should remain on the table. 

( m) De minimis limit for 
assessment of apportioned 
income (starter number 152) 

MST(R) 

(n) Relief for interest­

employee buy-outs (starter 
number 189) 

(Continued/ •• ) 

Revenue submissions (I'1r Prescott) to MST(R) 

18.1.83 and 25.1.83. MST(R) recommended 
increase to Chancellor 26.1.83. 

Revenue submission (Mr Stewart) to FST 
28.1.83 Costs very dependent on take-up: 
figures assume 100,000 employees with relief 
on £150 each. Wider repercussions could 
increase costs. 

CONFIDEr~TiAL 

REVENUE COST £m 

1983-84 1984-85 Full Year 

6 9 10 

• 

under 1 under 1 under 1 

under 1 under 1 under 1 

under 1 2 5 
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BUDGET PACKAGES 
SUMMAR¥ NOTE 

PACKAGE: SMALL FIRMS AND ENTERPRISE 

CONFIDENTIAL DATE 31 January 1983 

I 'l'EM STATE OF PLAY 

(o) Close 

on loans 

companies: ACT limit Discussed at Chancellpr's meeting on 24.1.83 
(starter number 181) on the· mortgage i nterest relief ceiling. 

MSTlR) minu""tea Ch4irncellor 28 . 1.83 recommend-
MST(R) img that limit be kept in line with latter. 

(p) Enterprise Bonds 

(q) CGT monetary limits 

(r) CGT - retirement relief 

(s) VAT - annual accounting 

(starters no 5) 

(Continued/ ••• ) 

FP (Mr Reed) submission to FST 17.1.83. 
FST (25.1.83) said item should be dropped. 

Revenue (Mr Bryce) submission to FST 13.1.83. 
FST (17.1.83) commended package to Chancellor. 

Revenue (Mr Beigbton) submission to FST 
7.1.83. FST (12.1.83) suggested an increase 
to £100,000 should form part of package. 

Chancellor'& meeting 28.1.83 agreed unlikely 
but not ruled out. Cost in 

198?-84 £2U million and 1984-85 £170 million, 

but once-for-all'. 

C_QNFI D.E.NTIAL 

·, 

R;EVENUE COST £m 

1983-84 1984 -85 Full Year 

' 

under 1 under 1 under 1 

under 1 under 1 under 1 

under 1 under 1 under 1 
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BUDGET PACKAGES 
SUMMARY NOTE 

r·rEM 

(t) VAT - bad debts 

] 

CONFIDENTIAL 
PACKAGE: SMALL FIRMS AND ENTERPRISE 
DATE : 27 January 1983 

REVENUE COST £m 
STATE· OF PLAY . 

I 

1983-84 I 1984-85 Full Year 

Suggested in Lord Cockfield's letter of 

12 .. 1.83. Customs (Mrs Strachan) submission 

pending: it will advise against and costs 

therefore not included at this stage. Costs 

would be substantial if extensive relief 

granted. - - -

TOTALS 50 95 115 

of which public expenditure 5 5 -

CONFIDENTIAL 
PAGE NUMBER 6 





BUDGET PACKAGES 
SUMMARY NOTE CONFIDE.NTIAL 

PACKAGE: WIDER SHARE OWNERSHIP 

· DATE 31 January 1983 

Minister in lead: FST 
Official in lead: Mr Moore 

REVENUE COST £m 
I11'EM 

( a) Reintroduction of relief 
for "top batu schemes. 

STATE OF PLAY 

Mr Jenkin's proposal (letter 6.12.82) rejected 

at Chancellor's meeting 12 .1.83; meeting also 
discussed broadly similar Bank proposal (paper 
10.1.83). Revenue (Mr Martin) submission 

21.1.83 recommended against Bank proposal. FST 
minute to Chancellor (24.1.82) recommended 
that item should not be included in package. 
Cost of up to £20 million therefore not 

included. 

(b) Changes to existing schemes Revenue submission (Mr Martin) 21.1.83. FST's 
recommendations in minute to Chancellor 

24.1.83. Costs opposite: cost of 

(Continued/ •• ) 

Mr Jenkin's proposals (up to £100 million) 
E.2.E. included. Parallel submission on related 
SAYE issues from HF (Mr Monck) to EST 24.1.83~ 
meeting arranged for 1.2.83. 

CONFIDEI'1TIAL 

1983-84 1984-85 F ul l Year 

20 35 40-45 

FAG E NlMBER 1 
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BUDGET PACKAGES 
SID1MARY NOTE 

I 'l'EM 

.. 

PACKAGE: WIDER SHARE OWNERSHIP 

CONFIDENTIAL DATE 27 January 1983 

REVENUE COST £m 
STATE OF PLAY 

1983-84 1984-85 Full Year 

TOTALS 20 35 40-45 

of which public expenditure nil nil nil 

Note: Now questiona~le whether there are 
sufficient items for free-standing wider 
share ownership package. Measures could 
alternatively form part of Small Firms and .. 

Enterprise package (as in previous Budgets). 

CONFIDEt'1TfAL PAGE NU1'1BER 2 





BUDGET PACKAGES 
SUI1MARY NOTE 

(a) Extens ion of transitional 

period for capital allowances 
on British films . 

FST 

(b) Extension of transitional 

period for capi tal allowances 
for rented teletext 

televisions 

FST 

(continued/ •• ) 

'· 
/0 

c·oNFIDENTIAL 
PACKAGE: TECHNOLOGY AND INNOVATION 

DATE 31 January 1983 

Minister in lead : CST unl ess otherwise stated 
Official in lead: Mr Bailey 

STATE OF PLAY 

Financial Secretary agreed ex~ension 12 .1.83 
fol l owing Revenue (Mr Battishill) submi ssion 

3.12.81 announced on 19.1.83. 
SETTLED 

Financial Secretary agreed extension 7 .1.83 
following Revenue (Mr Battisbill) submission 
of 23 . 12 . 82 . SETTLED 

CONFIDENTIA[ 

1983-84 

nil 

nil 

REVENUE COST £m 

1984- 85 

nil 

10 

PAGE NID1BER 1 

Full Year 

(30 in 
1985-86, 
65 over 
1985-88 
period) 

(10 in 
1985-86, 
35 over 
1984-87 
period) 
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BUDGET PACKAGES 
SUMMARY NOTE 

I'I1EM 

( c) Smal l Engineering Firms 
Investment Scheme. 

(d) "Alvey" - support f or 
r esearch in advanced IT. 

(e) "Support fo r Innovation" 

programme. 

(f) Other expenditure items 

II 

' 

CONFIDENTIAL PACKAGE : TECHNOLOGY AND INNOVATION 

DATE 27 January 1983 

) 
) 
) 
) 

STATE OF PLAY 

~ Mr Jenkin 's proposals of 12 .1.83 involve 
) total bids of £67 mi l lion fo r 1983-84, 
) 
) 
) 
) 
) 

£128 million fo r 1984-85 and £145 million 
in 1985-86 . IA submission (Mr Bailey/ 
Mr Lovell) to Chancellor of 24 . 1 . 83 

) recommends proposale involvi ng expendit ure 
~ of £45 million, £75 milli on and £75 million 

) respec t ively. 

TOTALS 
of which public expenditure 

c·o NFIDENTfAL 

. 
1983-84 

(p e ) 45 

45 

45 

REVENUE COST £m 

1984- 85 

(pe) 75 

85 

75 

FAG E NUMBER ~ 

Full Year 

(pe) 75 
(1985- 86) 

115 
(1985- 86 

75 





BUDGET PACKAGES 
SUMMARY NOTE 

I'I1EM 

( a ) Mortgage Interest .Relief 

ceiling (starter no 105 ) 

(b) Stamp duty threshold 

tlST(R) 

(c) DLT - own use deferment 

I -i.. 

.CONFIDENTIAL 
PACKAGE: CONSTRUCTION 

DATE 31 January 1983 

Minister in lead: CST 
Official in lead: Mr Moore 

STATE OF PLAY 

(FP (Mr Robson) submission on package as a 

whole to QST 27.1.83). Revenue (Mr Stewart) 

submission 3.12.82 to FST. Discussed at 
Chancellor's meeting on 24.1.83; inclination 

against .Further note from ·FP (Mr~,Moore) 28.1.83. 
Pending decision costs included in·paekage "and 

assume ioc~ea~e- . to ·· .£3~,ooo. Cost of __ latter 
after 5 yrs would be £200-300 million. 

IJi,.sCU5Sedat Chancellor's meeting 24.1.83. 

Revenue (Mr O'Leary) note 1.2.83 to 
seek conf irmation that i tem dropped. 

Revenue (Mr Beighton) submission 13.1.83. 
MST(R) recommendation for extension of 
existing deferment provis ion to be recorded 
in FP (Mr Robson) submission on package. 

~NUE COST £m 

1983-84 1984--85 

75-100 100-125 

less than 1 

(d_) Home Improvement - repair Mr Heseltine's letter of 6.1.83. Discussed at 

Ful l Year 

7 5-100 

5 

grant s or enveloping. Chancellor's meeting 25.1.8?. CST to r.onsider ~--~~--__.. ________ ~__..----~----­
further. No costs included at this stage. 

CONFI DE~'1TIAL 
PAGE NU!"IBER 1 
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BUDGET PACKAGES 
SUMr1ARY NOTE 

I 1l'EM 

(e) Exc;end capital allowances 

for assured tenancies to 
shared ownership properties 

(f) Minor items in 

Mr Heseltine's 6.1.83 letter 
including: 

\ i ) Cdpital allowances 
for re furbishment of 

industrial and commercial 
buildings. 

(ii) increas e proportion 
of office space qualifying 
for Industrial Building 

Allowance. 

(Continued/ •• ) 

) 
) 
) 
) 
) 

CONFIDEr~TIAL 

STATE OF PLAY 

Mr Heseltine's letter of 6.1.83. FST 
minuted Chancellor (19.1.83) advising 
action. 

PACKAGE: 
DATE 

against 

5 _Revenue (Mr Kuczys.) submission of 24~ 1. 83 

) recommended against. FST minute 28.1.83 

5 to Chancellor endorsed recommendation. 
) 
) 
) 

c ·oNFiDENTiA( 

CONSTRUCTION 
~1 January 1983 

REVENUE COST £m 

1983-84 1984-85 Full Year 

less than " 1 5 

less than 1 na 

less than 1 na 15-25 

PAGE NUI1BER 



.. 



BUDGET PACKAGES 

SU1'1l1ARY NOTE 

I'rEM 

(iii) Allow private 

landlords to offset repair 

costs against all income 

' · 
I J..r 

CONFIDENTIAL 
PACKAGE; .CONSTRUCT! ON 

DATE 3"1J January 1983 

REVENUE COST £ll 
STATE OF F'LAY 

Revenue (Mr Kuczys) submission of 24-.1.83 
recommend against . FST minute 28.1.83 to 

Chancellor endorsed recommendation. 

Note GE (Mr Kelly) peparate submission 28.1·•83 

to CST on possible publ ic expenditure . 

elements of package.' 

TOTALS 
of which public expenditure 

CONF!DENTIAL 

1983-84 

less than 1 

75-100 

nil 

1984--85 

2 

.100-130 

nil 

PAGE NUMBER 3 

F ull Ye ar 

5 

155-390 
nil 
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BUDGET PACKAGES 
SUMMARY NOTE 

I'l'EM 

(a) North Sea regime, phasing 
out APRT etc (starter no 109) 

(b) PRr eJq)enditure reliefs and 
receipts (starter no 115) 

( c) PR'I'. Minor provisions 
(starter nos 162,163, 164, 167, 
184, 187 and 192) 

PACKAGE: OIL TAXATION 
DATE 31 January 1983 
Minister in lead MST(R) 
Official in lead : Mr Middleton 

REVENUE COST £m 
STATE OF PLAY 

1983-84 

Chancellor agreed provisional package at 
meeting 5.1 . 83. Mr Lawson has suggested more 
costly package (£200 million in 1983-84 and 
around £500 million in subsequent years). 
Costs of this agreed package shown at ( i). ( i) 40 
MST(R) minuted Chancellor 28.1.83 recommending 
package with accelerated phase- out of APR'l'; 
costs shown at (ii) . . (ii) 90 

Consultative document issued (May 1982). 
Revenue (Mr Crawley) submission 26.1.83. Costs 
ver-y dependent on options ; could be yields of 
£15 million in 1983- 84 , £'70 million in 1984-85 
and £100 million in later years. Costs not 
included in package total. 

Following Revenue (Mr Crawley) submission 
21.1.83 on ranking, MST(R) minute to 
Chancellor 26.1.83 recommended action on:-
(i) oil valuation (18?); 

(ii) gas supplies between fields in common 
ownership (167); 

Cfii_) recovery of overallowed PRT 
expenditure relief (164). Items 
involve roughly balancing ~ix of 
small costs and yields ~ 

1984- 85 

(i) 160 

(ii)140 

PAGE NID1BER 1 

Full Year 

( i) 345 
1985-86 

(ii) 345 
1985-86 
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d) 

BUDGET PACKAGES 
SUMMARY NOTE 

ITEM 

PRT: exempt gas & payback 
(starter no. 166) · . 

-
. 

., 

CONFIDENTIAL PACKAGE : 
DATE 

STATE OF PLAY 

Inland Revenue awaiting details .from company 
which may be affected. Submission .from 
Mr Crawley next month. No costinga possible 
until details received. 

TOTALS 

of which public expenditure 

CONF!DEf\ll .. !AL 
.. -- . - -

OIL TAXATION 
27 January 1983 

REVENUE COST £m 

1983-84 1984-85 Full Year 

na na. na 

40-100 140-160 345. 
(1985-86) 

.... 
nil nil nil 

PAGE NUHBER 2 





BUDGET PACKAGES 
SID1MARY NOTE 

rrEM 

(a) VAT reliefs 

(b) Rating rel iefs 

(c) Capj_tal allowance~ 

(continued/ •• ) 

'7 
... 

PACKAGE : TOURISM 

DATE 3~ January 1983 

Minister in lead: EST 
Official in lead: Mr Moore 

~' 

REVENUE COST £m 
STATE OF PLAY 

FP (Mr Robson) submission of 13.1 .83 to EST 
examined the case for a tourism package and 
the measures it might include . These are :-

Dropped at Chancellor's meeti ng 28.1.83. 

Because of the difficulties involved with bis 
proposal, it has not been costed into the 

pac:icage . 

There are two main proposals :­
for hotels ·c i) 1 an increase in the existing 20% : initial 

allowance to ,~s~y, 50%; 

(ii) extension of allowances to smaller 

hotels and self-catering accommodation. 

1983-84 

. 

nil 

nil 

1984-85 

' 

5 

2 

PAGE NUMBER 

Full Year 

, 
,around 10 
after 4 
years) 

(aro und 5 
!after 4-
years) 

1 





BUDGET PACKAGES 
SUMI'1ARY NOTE 

I'l'EM 

(d) Increased grants under 

Sector 4 of Development of 
Tourism Act. 

·. 

·CO_NEIDENTIAL PACKAGE: 
DATE 

STATE OF PLAY 

The EST minuted the Chancellor on 19.1.83 
rec.ommending against all of these measures 

other than (c)(i), an item wbich could also 
form part of a construction package. 

Note: Cbancellor 1 s office has asked Mr Sproat 
to write with his proposals as soon as 

possible. 

TC>TALS 

of which public expenditure 

·CQ~F:IDEr~TIAL 

' . 

TOURISM 

31 January 1983 

1983-84 

(pe) 3-4 

3-4 
3-4 

REVENUE COST £m 

1984-85 Full .Year 

(pe) 3-4 

10-11 

3-4 
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HUDGET PACK.AGES 

Sill1MARY NOTE 

I'l'EM 

(a) CTT agricultural relief 

for let land 

CONFIDE!~TIAL 

STATE OF PLAY 

I 

PACKAGE~ AGRICULTURE. 

DATE 27 January 1983 
Minister in lead: FST 
Official in lead: Mr Moore 

REvENUE COST £m 

1983- 84 1984- 85 Full Year 

, Both recommended in FST's minute to Chancellor 
, of 18.1.83. They are also part of the CTT 
. item (g) in the Small Firms and Enterprise 

(b) CTT payment by instalments ipackage, and therefore not costed here • 

(c) CGT rollover relief for 
let agricultural land. 

(d) Rental income to be 
treated as earned income 

. 
Revenue (Mr Bryce) submission to FST 18.10.82. 
FST decided (13.1.83)not to pursue this year. 

FST asked (10.1.83) Revenue (Mr Battishill) 
to examine. This is among proposals in 

Lord Ferrers's letter of 21.1.83; FST's 
reply of 24.1.83 indicates presumption 
against all these pro.posals and therefore 
no costs included at this stage. 

TOTALS 
of which public expenditure 

CONFIDENTIAL 

Nil 
Nil 

Nil 
Nil 

PAGE NUMBER 

Nil 
Nil 





BUDGET PACKAGES 
SUI'1!1ARY NOTE 

I'l'EM 

(a) VAT on bloodstock 

(b) General betting duty 

(c) Gaming licence du~y on 
casinos 

. . 

. CQ~E!DENTIAL 
PACKAGE: BETTING AND BREEDING 
DATE 31.· January .1983 

STATE OF PLAY 

Dropped at Chancellor's overview meeting 25.1.$~ · 

Customs submission (Mr Freedman) of 11.1.83. 
EST minute to Chancellor (18.1.83) recommended 
against general reduction and suggested that 
any concession should be on 11 tax on tax11 point. 
Chancellor's meeting 28.1.83 agreed that 
should be dropped. 

Customs submissi on (Mr Freedman) 21.1.83. 
EST's minute to Chancellor 25.1.83 recommended 
shift in burden from smaller to larger casinos 
Chancellor's meeting 28.1.83 agreed that should 
be dropped. · 

TOTALS 

of which public expenditure 

CONFIDENTIAL 

Minister in lead : EST 
Official in lead: Mr Moore 

~ 

REVENUE COST £m 

1983-84 1984-85 Full Year 

nil nil nil 

Nil Nil Nil 

PAGE NUMBER 1 





HUDGET PACKAGES 
SUMMARY NOTE 

I1l'EM 

(a) Extension of Widow's 
Hereavement Allowance for 

further year. 

(b) Restoration of 5% 
abatement of invalidity 

benefit. 

(c) Removal of invalidity 
benefit 11 trap,, . 

(continued/ •.• ) 

J..( 

C.Of\lFIDENTfAL 
PACKAGE: CARING AND CHARITIES 

DATE 31 January 1983 

Minister if lead: CST 
Official in lead : Mr Monger 

! 

~NUE COST £m 
STATE OF PLAY 

Following CST meeting 25. 1 . 83 submission by 
ST (Mr Monger ) . prepar~tion, to be Iorwarded . 

31.1 . 83 or 1.2.83. 

FST recommended (11 .1.83 ) following Revenue 

(Mr Isaac) submission of 23. 12.83. 
Chancellor (12.1 83) said that decision should 
be taken in context of thi s package, so 

decision pending . 

6 Neither currently included in package 
) emerging from MISC 88. But discussions 
) on small changes continuing : (c) a 

5 possibility, (b) less likely . 
) 
) 

1983-84 

20-25 

(pe) 20 

(pe) 7 

1984-85 

: 

25 .30 

(pe) 56 

( pe) 16 

PAGE NUI1:BER 1 

Full Year 

25 .30 

( -pe) 60 
(1985-86) 

( pe) 17 
(1985- 8_ ) 



•• 

, . 



BUDGET PACKAGES 
SUMMARY NOTE 

I'l1EM 

(d) Development of voluntary 

etc care services for elderly 

(e) Extension of Invalid Care 

Allowance. 

(f) Abolition of Dependent 

Relatives Allowance 

(g) Abolition of £250,000 
ceiling for CTT exemption on 

gifts to charities. 

(h) Deeds of covenant: 

increase in ceiling for highe~ 
rate relief. 

(continued/ ••• ) 

CONFJ DEf~TiAL 
PACKAGE: CARING AND CHARITIES 
DATE : 31 January 1983 

REVENUE COST £m 

) 
) 

S1l'ATE OF PLAY 

~ Proposals in Mr Fowler's paper, for 
)discussion at Family Policy Group (no date 

~fixed), on care of the elderly. FST 

1983-84 1984-85 

(pe) 8 (pe) 8 

(pe) 4- (pe)12 

)minuted Chancellor 21.1.83 that in favour of 1 f) 

~as part of package containing (e). 15 yield 20 yield 

FST and CST (minutes of 20.12.82 and 
21.12.82) agreed that should be considered . 

Costs are for increase from £3 ,000 to£5,000~ nil 3 

PAGE NUMBER 2 

Full Year 

(pe) 8 
(1985-86), 
25 over 
3 years) 

( pe) 12 
(1985-86) 

20 yield 

3 



. 
' 



BUDGET PACK.AGES 
SUMr1ARY NOTE 

ITEM 

(i) Other fiscal measures: 
(i) relief for payroll 

) 
) 
) 

giving; ) 
(ii) relief for· individual ~ 

donations; 
(iii) relief for company 

donations; 
(iv) relief for seconded 

staff; 
(v) covenanted payments 

gross. 

) 
) 
) 
) 

~ 
) 
) 
) 
) 

·' 

PACKAGE; CARING AND 'CHARITIES . . : 

DATE : 27 January ·1983 

STATE OF PLAY 

To be covered in ST submission , although 

all have been rejected in the past. Items 
(iii) and (iv) advocated in Mr Hesel t ine's 
letter of 6.1.83. Mr Heseltine 1 s proposal 
that charitable status be extended to 
sport and recreational bodies will also be 
covered in this submission. No costrs 

included at this stage. 

CONFIDENTIAL 

1983-84 

~NUE COST £m 

1984-85 Full Year 

PAGE NU11BER 3 





BUDGET PACKAGES 
SUI'1!'1ARY NOTE 

I'rEM 

(J) Other public expenditure 
measures: 

(i) investment grants to 

voluntary sector; 

(ii) central grant to 
National Association 

of Counc.ils of 
Voluntary Service. 

) 
) 

~ 
) 
) 
) 

-~ 
) 
) 
) 
) 

C.ONF:IDENIIAL PACKAGE: CA~ING AND CHARITIES 

DATE : 19 January 1983 

' 

STATE OF PLAY 
~ COST £m 

To be covered in ST submission. 

Note: Additional provision has been added 
as a contingency margin against expected 
bids by Mr Fowler for minor benefit 

.changes 

Totals 
of which public expenditure 

1983-84 

(pe) 5 

(pe) 5 

(pe) 5 

60-65 

54 

,. 

1984-85 

(pe) 5 

(pe) 5 

( pe) 15 

125-130 

11? 

PAGE NUMBER 4 

Full Year 

(pe) 5 
(1985-86) 

(pe) 5 
(1985-86) 

( pe) 15 
(1985-86) 

130-143 

122 





.BUDGET PACKAGES 
SUMMARY NOTE 

. !i-5 

·CONFiDEt'1TIAL 
' 

PACKAGE ! ~AIRNESS IN TAXATION 
i 

DATE : 31 January 1983 

.Minister in lead: FST and MST(R) 
Official in lead: Mr Moore 

RivENuE COST £m 
I 

l 

ITEM STATE OF PLAY 

(a) Fringe benefits: Chancellor's meeting 22.12.82 agreed a~ 
scholarships (starter no 197) legislation.. Revenue (Mr Blythe) 

submission on 13.1.83. 

(b)' Fringe benefits: others Budget will contain announcement about uprated 

(starter nos 133 and 134) car and car fuel benefit scales for 1984-85. 

(c) CGT: capital loss 
buying: groups of companies 
(starter no 142) 

Revenue~ Driscoll) submission on this and 
other benefits pending. Costs depend on 

options for change and not yet quantifiable 

) 
) 
) 
) 
) 

~ 

Revenue submission (Mes srs Battishill 
and Beighton)· 27 .1. 83 

(d) Group relief: avoidance 5 
(BL). (starters no 119) ) 

) 

rcontinued/ ••• ) 

1983-84 

1-10 
yield 

na 

Nil 

na 

" ' 
1984-85 

1-10 
Yield 

na 

5 yield 

30 yield 

PAGE NUMBER 1 

Full Year 

-

1- 10 
Yield. 

na 

30 yeild 

30 j'ield 





HUDGET PACKAGES 
SUMI'1ARY NOTE CONFIDENTIAL 

l .. 

PACKAGE : FAIRNESS IN TAXATION 
DATE 31 January: l983 

.! 
i 

REVENUE COST £m 
B.'EM 

(e) Life assurance: 

changeable events: 
second.hand bonds (starters 
no 110) 

(f) DLT: disposals by 

non-residents (st~ters 
no 149) 

STATE OF PLAY 

Announcement of intention to legislate 
24.6.82. 

Revenue (Mr Beighton) submission on 5. 11.82. 
Discussions being held with Law Society and 
RIOS. 

(g) Stock relief: payments Revenue (Mr Battishill) submission 2.12.82 . 
on account (Starters no 154. MST(R) authorised drafting (19 .1.83); item 

t _o- be reviewed in light of other measures 
affecting construction industry. 

(h) Stock relief: deny to 
commodity/bullion dealers 

- (Starters no 153) 

(Continued/ ••• ) 

Re;enue (Mr Battishill) submission ~ b;y 
4.2.83 ., 

CONFIDEf~TIAL 

1983-84 

under 1 

yield 

1 yield 

under 1 

yield 

under 1 

yield 

1984-85 

under 1 

yield 

2 yield 

10- 15 

yield 

15- 30 
yield 

P.AGE NUMBER 2 

Full Year 

under 1 

yield 

2 yield 

--

15 
yield 

20-40 

yield 



:· 

I 



{)_1 .. 

BUDGET PACKAGES 
SUT1i'1ARY NOTE 

CONFIDENTIAL · PACKAGE: FAIRNESS IN TAXATION 
.) 

DATE 3~ January 1983 

I 'l'EM STATE OF PLAY 

(i) Interest charges on late Dropped at Starters meeting 27.1.83. 
payments of di rectors tax. 

(1) Taxation of internationaJ 
business (starters 157) 

Draft legislation published December 1982; 
comments requested by mid February. 

.... 

TOTAL IlELDS 

CONFIDENTIA\L 

. 

1983-84 

under 1 

yield 

2~10 
yield 

REVENUE COST £m : , , 

1984-85 

under 1 

yield 

60-90 
yield 

PAGE NUT1BER '°3 

Full Year 

80=-100 

yield 

-

175~225 
yield 





(a) 

(b) 

-

CONElOENTlAL 
HUDGET PACKAGES 
SUI'1MARY NOTE 

MISCELLANEOUS TlNPACKAG~ IT~MS 
DATE : 31' January 1983 

: 

REVENUE COST 
I'l'EM STATE OF PLAY 

1983-84 1984-85 

Investment income To be covered in further Revenue (Mr Blythe) 
surcharge - ~bolition submission on personal tax, week ending 15 150 

~ . 2.83;·as requested at-Cban~e).lor~s ·1 

Overview-meeting 25.1.83. .. 

Stamp duty - selective To ·be covered in Revenue (Mr O'Leary) 
reform package submission 1.2.83 to MST(R). · 

5-10 5-10 

TOTALS 20-25 155-160 

Note: There are in addition a number of 
unplaced "heritage 11 proposals . These are:-... . . 

I 

· : 

. CONFIDENTIAL PAGE NUMBER 1 

.f.m 

Full Year 

250 

5-10/ 

~ 

255-260 



. . 



CONFIDENTIAL ~ 1 

BUDGET PACK.AGES MISCELLANEOUS UNPACKAGED ITEMS 
SUMMARY NOTE 

ITEM STATE OF PLAY 

Mr Heseltine, 6.1.83 

(i) VAT exemption for works of art 
accepted in lieu of tax 

DATE 

(ii) tax relief for business contributions 
to preservation· and environmental trusts 

Lord Bellwin. 18.1.83 

(iii) tax allowances for repairs to 
listed buildings. 

COt~F;DENTIAL 

: 31:' January 1983 

REVENUE COST £m 

1983-84 1984-85 Full Year 

na na ·na 

na na o.a 

na na na 

PAGE NUMBER 2 
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Z-4, 

CONFIDENTIAL 

OTHER FISCAL RISKS AND POSSIBILITIES 

Possible Public Expenditure 

Unemployment. Three candidates may be proposed:-

i. Extension and modification of TSTWCS 

ii. Continuation of Enterprise Allowance 
Pilot Scheme (will be announced before Budget) 

iii. Early retirement: extension of existing 
scheme entitling people over 60 to leave 
labour market in exchange for long-term 
Supplementary Benefit rate. Largest 
DHSS option, say 

Petrochemicals. A review of current problems 
may lead to proposals to. give assistance either 

, .by way of PRT modification or by public 
expenditure means 

I\,;:;~ble Tax ' 

Empty Property Rates. Wide range of possible options 
for reductions with widely varying costs. Say 

Specific Duties. Less than full revalorisation: say up to 

Investment Income Surcharge. Cost of abolition 

Stamp Duty. Various reforms, say up to 

Car Tax. Suggestions have been made that this 
tax (currently 10 per cent) should be reduced 
or abolished. A 2.! per cent reduction would 
cost 

TOTAL 

1983-84 

115 

25 142 

100 

242 

50 

100 

15 

10 

120 

295 

537 

NOTE C 

31 January 1983 

£ million 

1984-85 

100 

3 

Z7 130 

100 

230 

50 

100 

150 

10 

160 

470 

700 

Note: Coal Prices and major action on Industrial Rates now effectively ruled out. 

\ 




