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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 his letter of 6 December Mr Jenkin

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

viewdata sets, 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. (This was examined and rejected for the 1982 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 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.

1. On the expenditure side Mr Jenkin proposes the relntroduction of the Small
Engineering Firms Investment Scheme (SEFIS}. In addition, his letter of 6 December

indicates that he is also considering the following:-

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

(i) an expansion of support for R&D, possibly including a response to the Alvey
(Fifth Generation Computers) proposals;

{(iii) increased support for technology transfer;

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

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

expenditue (SEFIS and Alvey could alone require something of the order of £50 million in
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O ' :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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ANNEX 4
BUDGET PACKAGES

Construction

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

package:-

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

course, be gtrongly pressed by the industry, though there are strong arguments
against raising the limit. Costings in this area are bighly uncertain, but the cost
of an increase to £30,000 is in the range of £50 to £75 million in 1983-84 (and
£100 to €200 million eventually, taking account of the extra borrowlng
generated). Only 3 or 4 lines of legislation are required. Minister in lead ~ FST;

official responsible - Mr Crawley IR.

(b) Revalorisation of the atamp duty thresholds is subsumed in starters number 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 £10 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.)

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

Act included a DLT deferment for develapments 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 cost is nil and the length of
legislation involved depends on whether the reliel {s 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 argued that there is a greater
Incentive to new construction in keaping the terminal date. MSTI(R) is sgeking
Mr John Stanley's views. Official responsible - Mr Belghton IR.

2, The NFBTE and others would like to see VAT zero-rating extended to building repairs

and maintenance. Apart from the cost of such relief {about £150 million a year}, a

significant objection ie that any more In this direction would be challenged by the
EC Commission on the grounds that it is contrary to the UK's obligations under the Sixth
VAT Directive. In the past action has been directed towards limiting (rather than extending)
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CONFIDENTIAL
relief, by narrowing the definition of zero-rates alterations. The’ Chancellor outlined such
changes in the 1982 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 Heseltine we have so far identified no otber candidates .

“for a construction package. The action in the 1982 Budget and subsequently on improvement

grants has proved successful but has exhausted this area. The Industry will no doubt press
for an increase in the industrial buildings allowance to 100 per cent and, with otbers, for

improvements in the allowances for commercial buildings etcl. These have been rejected in

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

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

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

in the 1982 Budget.

8 December 1982

1A proposal for initial allowances to be made available for commercial buildings in
inner-city areas at a rate of 20 per cent is currently heing examined in the Review of
Regional Eeochomic Policy. Mr Quinlan chairs the interdepartmental official group
conducting this review. :
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ANNEX 5

BUDGET PACKAGES

Qil Taxation

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

These comprise:-

(a)

(b)

(e)

{d}

(e)

b4
(g)

(b)

(i)
G

North Sea regime: structure and rate (starters number 109, category B2).
Interdepartmental discussions are concluding and a submission will shortly be

made to the Chancellor and Secretary of State for Energy.

PRT expenditure reliefa and receipts (including pipeline tariffs) from oil relate |

assets (starters number 115, category C1). The purpose of the legislation will be
to allow full PRT relief for expenditure on cil-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 field use only, and to leave incidental receipts
outside scope of- PRT), Commitment td 1983 legislation in 1982 Budget Speech.
Consultative document issued 7 May 1982, 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.

Recovery of over-allowed PRT expenditure rellefs (starters number 164,

category D).

PRT; direct exports from tanker—loading fields (startera number 163,

categary D).

Recovery of over-allowed PRT expenditure reliefs [starters number 164,

category D).

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

Transfers of gas between fields in some owmership (starters number 167,

category D).

Recovery of corproation tax unpaid by non-residents from licensees (starters

number 184, category E).

Oil valuation (starters number 187, category E).

:&bortive exploration expenditure — extension of time lmits for claims (starters

number 188, category E).

5/1
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ANNEX 6

BUDGET PACKAGES

Tourism/Holiday

In his letter of 29 October the Secretary of State for Trade proposed an increase in the
initial hullding 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 pa‘ckage. These

include:-

(a)

(b)

(c}

(a)
| {e)

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

(also proposed by Lord Cockfield).

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.

extending domestic de-rating to hotels and restaurants.

an increase in the grants available under the Development of Tourism Act 19469,

specifically for projects upgrading 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 submission to the Chancellor.

8 December 1982
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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)

{b}

{c)

(d)

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

a cost of £3 million.

increase from 8 to 10 years tbe period over which CTT can be paid by interest-

free 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.

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

of £5 million.

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 is the ofiicial 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 26 Novemher} thatlight of the
representations received from the various sectional interests, considerdild be given
to all the problems of betting and breeding with a view to a packsjiéssible. The

Economic Secretary has expressed the preliminary view (Mr Hik minute of
2 December) that he finds it very hard to believe that cash devoted to #iackage would
be well spent, but he is examining with Customs and Excise and will repdite Chancellor

in due course.

8 December 1982
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ANNEX 9

BUDGET PACKAGES

Caring and charitien

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

bare at present.

2 On the "caring” side there is one potential candidate in the starters list:

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

number 129, category D). The Financial Secretary has asked Inland Revenue to look at
the case for giving the allowance in t'ﬁll 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 £20 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 "caring" candidates in the social security area:- -

(a) restoration of the 5 per cent abatement of invalidity bemefit (which would cost
nearly E20 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 £7 million in 1983-84
and E15 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 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. Ti.e limit is at present £3,000.

5. As regards VAT and charities, the Economic Secretary requested (Mr Harrison's minute

of 15 November) 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 sector: this was contained in Mr Knox's submission of

25 November. The Chief Secretary and the Economic Secretary 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 "pay-roll” giving;

(b}  tax relief on individual 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 seconding ataff 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 costs andfor 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.

1. There are also one or two possible ideas which would invelve additional public

expenditure:-

{a) "investment grants" 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 grant to the National Association of Councils of Voluntary Service, to
assist the development of local voluntary service councils by meeting their

administr.tive 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.

& 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 compriset-

(a)

(b)

(e)

VAT: Blocking input tax on petrol and, possibly, derv (starters number 3,

cate‘gory 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 husiness 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 nof 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 E£775 million respectively. Could be done by S.L, but at
13 October starters' meeting Ministers expressed preference for Financial Bill
provision {1} pages) to avoid protracted procedural debate. Minister in lead -

EST; official responsible - Mr Knox C&E.

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 against the Revenue. Some
£10-20 million of tax would be at risk without legislation. Minister in lead -
FST; official responsible - Mr Blythe IR.

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 24 June 19382, in the wake of increased exploitation of these
bonds by higher rate tax-payers. The legislation would be retrospective to
1 October 1982. 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 2 to 3 pages of legislation. Minister in lead - FST; official

responsible - Mr O'Leary IR,
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CONFIDENTIAL

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 witbin the acquiring group. There is a large
potential revenue cost if such avoidance is not prevented. Minister in lead -
MST(R); official responsible — Mr Battishill IR.

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; oificial responsible - Mr Blythe IR.

Capital gains tax: capital loss buying and proups of companies (starters

number 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.

Development land tax - disposals by nen-residents (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 DLT. 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
} page long, and would yield perhaps £5 million per annum. Minister in lead -

MST(R); official responsible ~

Deny stock rellef 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 relief. Legislation to deny stock relief would be 1 to
2 pages long and, if applied to all dealers would yield £20 to 40 million. Minister
in lead - MST{R}; official responsible - Mr Battishill IR.

Clarify meaning of "payments on account® for stock relief (starters number 154,

category D). Payments on account are deducted from stock values in computing
‘stock relief. In recent cases these have been dressed up as loans so as to entitle

to stock relief traders who are not themselves financing the costs 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 } page. Minister in lead -

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

Late payment of tax on directors’ 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

sub-aequently delaying payment of tax for months or even yeara. 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 -

FS8T; official responsible - Mr Blythe IR.

8 December 1982
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Mr Mountfield
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Mr Monger Eannex 9 only)
Chief Secretary Mr Monck (aonex 2)
Financial Secretary Mr Peatell {annex 4)
Beonomic Secretary Mr Evans
Minister of State (C) Mr Cassell
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Mr French . Mr G Smith
Mr Harris Mr Martine—"
Sir Douglas Wass

Mr Burns . g; Painter - IR

Sir Anthony Rawlinson
Mr Bailey

P8/Inland Revenue
PS/Customs & Excise

Howard - C&E

BUDGET PACKAGES

You asked for an agenda to enable you to review all possible
areas for which packages might be devised for the 1983 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) enterprise and small firms;

(ii) wider share ownership;

(iii) technology and innovation;

(iv) construction;

(v) 0il;

(vi) tourism/holiday industry;

(vii) agriculture;

(viii) betting and breeding (or some less exciting title);
(ix) caring and charities;

{(x) fairness in taxation.

They tske: account of the proposals put to you by the Secretary
of State for Industry in his letter of & December, though these
(like a number of the other ideas listed) have yet to be examined
in detail. R 1 3 oo
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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
gome 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
the annexes will give you a2 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 pogsible 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 conecluding paragraph lists some

questions which might serve as an agenda for a uweeting.

Themes and packages

5. As instructed, the note is directed primarily to potential
"packages'". But to judge the adequacy, and desirability, of
packages it ig 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 supvwlement them.

6. Some apparent gaps in the packages are most likely to be
dealt with by action under main themes. On persornal 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
ig 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 henefits 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 mugh 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
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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 ahout

£240 million was for construction. We cannot yet put firm
costas on all the items in the annexes hut 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
obhjectives (e.g. £300 ﬁillion would buy about 2 per
cent on personal allowances and thresholds above
indexation or getting on for 4 per cent off NIS);

(ii) 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 bhe 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
there any other Ministers you want to prompt, or any major
outside bodies? On possible gapa you will note that there ia
nothing specific on employment measures or on energy prices.






CONFIDENTTIAL

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 &£121.7 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
expected shortfall aanContingency Hegerve of £1.5 billion, Bo
there is room for modest additional expénditure witnout breaching
the planning total: up to £0.Y billion if we stick with the AS
figure, or up to £1.5 billion if we go up to the PEWP level.

But GEP advise that the AS total should be maintained; the
Government has taken credit publicly tor keeping the total within
the 1982 FEWP limit, and there is always a risk of new publie
expenditure claims arising outside the field of Budget packages.

12. A second point in this context is the treatment of "tax
expenditures”. When this was discussed earlier this year, your
inclination was to build on the teletext precedent. Last vear,
£100 million extra was set aside in the Budget for assistance
to industry, and Mr Jenkin was invited to choose between
additional exvenditure 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
prograwmes 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

15. 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.
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14, Bearing in mind tne need to relate packages to themes, and

to avoid the risk of pre-empting too umuch for packages

(paragraphs 5—8(1)),_you may like to congider the following

guestions in particular:

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

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

Do you wish to stimulate sny further representations?
(Paragraph 10)

Are there any gaps on which you would want to
commission work? (Paragraph 10)

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

Do you wisa to approach "tax expenditures” as
suggested in paragraph 127

Are there &ny points you wish to register at this
gtage on Finance Bill length and complexity, or are
you content that this should be left open for the
moment? (Paragraph 13)

In practice pretty well all the particular items
are already under the eye of a particular Junior
Minister, but are there any pointa you wish to wmake
about supervieion of further work on particular
packagea?

Al

D J L MOORE
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BUDGET PACKAGES

Enterprise and small firms

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

ANNEX 1

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

number 4, category B2). The EC Sixth VAT Directive rules out increase in real

terms. But should be able to raise registration threshold from £17,000 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, s13. Minister in lead - EST; official responsible - Mrs

Strachan, C & 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.

2. 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 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.

(¢} 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 context of finance, decisions on the future of the Loan Guarantee Scheme

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

responsible for these. The posasibility of providing for an accruals basis for taxation of zero

and deep-discount corporate bonds is also being examined.
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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)

(b}

{c)

(d)

VAT annual accounting (starters list number 5, category B2). This would

introduce VAT returns and payments on an annual (instead of quarterly) basia for
small businesses. ,Once;for-au 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 unsatisfactory) and on fraud. Could be

done by SI, negative resolution.

Ministers will recall that a working party sponsored by Mr Michael Grylls has

been set up "to atudy VAT in other European countries to see what lessons
Britain can draw which would result In the slmplification of the system for our

own smaller Bisinesses”, Their aim is to reduce the burden of tax accounting and

collection on such businesses, and they are particularly interested in the
operation of the French "forfait" system. 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.

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

{starters list number 124, category C2). Losses of a trade, profeasion or vocation
carried on wholly overseas (Case V) can be carried forward for relief against
future profits of the same activity but, unlike loases within Cases I and II, cannot
in general be set against other income. Following Small Business Bureau
conference early this year the Chancellor informed Mr Grylls that the case for
some relaxation was already under consideration in the light of a Budget
representation hy Institute of Directors that the rules for UK and overseas
trading losses should be brought into line. Length of legislation would depend on
whether unrestricted relief on Cases I and I lines allowed (2% pages) or relief
confined to set off against income from substantially similar activity in UK
(1 page). Either way cost thought to be under E£1 million. Minister in
lead ~ ;7 official responsible - Mr Taylor-Thompson IR.

De minimis limit for assessmeat of apportioned incomea of an individual (starters

list number 152, category D). Income which is apportioned to the proprietor of a
close company is not actually asseased if it la less than £200. This limit was
fixed in 1972: revalorised it would be over £500. The change would have a
negligible revenue cost and would require only 2 or 3 lines of legislation.
Minister in lead - FST; official responsible: Mr Battishill IR.

Cloge companies; ACT llmit on loans to employees etc. (starters list
number 181, category E}. The limit was fixed at £15,000 in 1971: revalorised

1/2
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ANNEX 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 1972 relief for "top hat" schemes. The proposals detailed in his letter

of 6 December are as follows:-

(i) a new schewme increasing the permitted maximum of approved share Incertive or

option achemes to £13,000 p.a or £50,000 overall.

(i) 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 of "restrictions” and the application of this charge to transactlons

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
"partly-paid” schemes which can at present be adversely affected by the 1972
and 1976 Finance Acts.

2. The topic is 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 might be given to the
possibility of raising the monthly Hmit (at present £50) on SAYE comtributians linked to °

share option schemes for employees. This might be limited to compensating for a reduction
in the effective return on such SAYE contracts or he used to extend the scope for tax relief
for ordinary employees on share option schemes, though there has been no pressure for the
latter. There are, however, complications arising from the participation of building

societies 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 packages.

{a)

(b)

(e)

We have so far 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:

relief from stamp duty for "small parcel” share transactions, examined and
rejected for the 1982 Budget. The cost would be likely to be large, because

transactions would be gplit to get the relief.

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

employees without diluting share ownership; again, examined and rejected for

the 1982 Budget.

the various proposals for a "Loi Monory” type relief for investment in the new
equity of UK trading companies, rejected on aseveral occasions in the past and
most recently for the 1982 Budget. The cost would depend on the detailed
arrangements and take up, but might be of the order of £150 million per million
claimants. Mr Isaac’s minute of 7 December reported on discussiona with
Mr Ferdinant Mount on this topic, following Mr Mount's note to the Chancellor of

22 Novembher.

8 December 1982
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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 teletext was one item in 1982 package. In his letter of 6 December Mr Jenkin

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

viewdata sets, 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. (This was examined and rejected for the 1982 Budget). And the following item

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

Capital allowances for British filma - extending the transitional relicf. 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 iilm and commercial
television industries. The case for more generous treatment turns to an extent on the
Governm‘ent's policy towards cable and satellite transmission systems. Minister in
lead - F5T; official responsible - Mr Battishill IR.

4. On the expenditure side Mr Jenkin proposes the reintroduction of the Small
Engineering Firms Investment Scheme (SEFIS). In addition, his letter of 6 December

indicates that he is also considering the following:-
() support for other innovation-linked investment in addition te SEFIS;

(i) an expansion of support for R&D, possibly including a response to the Alvey
{Fifth Generation Computers) proposals;

(iii) increased support for technology transfer;

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

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

expenditue (SEFIS and Alvey could alone require something of the order of £50 million in
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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 rising trend).

8 December 1982
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ANNEX 4
BUDGET PACKAGES

Caonatruction

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 £75 million in 1983-84 (and
£100 to £200 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} Revalorisation of the stamp duty thresholds is subsumed in starters number 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 £10 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. (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 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 cost is nil and the length of
legislation involved depends on whether the reliel s made permanent, which
would require 3-4 pages. Given its nature, this item might alternatively [orm
part of an enterprise package: indeed, it could be argued that there is a greater
incentive to new construction In keeping the terminal date. MST(R) is seeking

Mr John Stanley's views. Oflicial responsible - Mr Beighton IR.

Z. The NFBTE and others would like to see VAT zero-rating extended to building repairs

and maintenance. Apart from the cost of such relief (about £150 million a year), a

significant objection ia that any more in this direction would be challenged by the
EC Commission on the grounds that it is contrary to the UK's chligations under the Sixth
VAT Directive. In the past action has been directed towards limiting (rather than extending}
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rellef, by narrowing the definition of zerco-rates alterations. The Chancellor outlined such
changes in the 1982 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 Heseltine we have 8o far identified no other candidates
“for a construction package. The action in the 1982 Budget and subsequently on improvement
grants has proved successful but has exhausted this area. The industry will no doubt press
for an increase in the industrial buildings allowance to 100 per cent and, with others, for

improvements in the allowances for commercial buildings etcl. These have been rejected in

the past and in any event fall in the context of decisions on the Corporation Tax Green
Paper. A broadening of the definition of qualifying premises for the Small Workshopa

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

in the 1982 Budget.

8 December 1982

IA propesal for initial allowances to be made available for commercial buildings in
inner-city areas at a rate of 20 per cent is currently being examined in the Review of
Regional Eeohomic Policy. Mr Quinlan chaira the interdepartmental official group
conducting this review, .
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ANNEX 5

BUDGET PACKAGES

il Taxation

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

These comprise:-

(a)

(b)

(c}

(d)

(e)

(8
()

(R)

(i}
@)

North Sea regime: structure and rate (startera number 109, category B2).
Interdepartmental discussions are concluding and a submission will shortly be

made to the Chancellor and Secretary of State for Energy.

PRT expenditure reliefs and receipts (including pipeline tariffs) from oil related
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 (rather than, as
now, restrict relief to reflect own field use only, and to leave incidental receipts
outside scope of PRT). Commitment to 1983 legisiation in 1982 Budget Speech.
Consultative document issued 7 May 1982, 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.

Recovery of over-allowed PRT expenditure relefs (starters number 164,

category D).

PRT: direct exporis from tanker-loading fields (starters number 163,

category D).

Recaovery of over-—allowed PRT expenditure reliefs (starters number 164,

category D).

PRT exempt gas and payback {starters number 166, category E).

Transfers of gus between fields in some owmership (starters number 167,

category D).

Recovery of corproation tax unpald by non-residents from Hcensees (starters

number 184, category E).

Qil valuation (starters number 187, category E).

Abortive exploration expenditure - extension of time lmits for claima (starters

number 188, category E).
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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 g 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
"packages". 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
taxation. 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, 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 mnreliminormvy nanera an thea antinne far narsnnal tayxy -

Ehe ReVelinc o v ve ch o momvmm s i i e e e e =

7 On corporate taxation there is much more in the annexes -
though mueh of it is relatively minor, Papers will be put to
you shortly on the general posifion 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 ear tax.
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PEBR costs

8. You will recall that the 1982 Budget packages had a total
first year PSBR cost of over £300 million, of whiech 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

Costs § pora g of whatever might become available for your main
#mu tasddd ﬁ,ﬁ objectives (e.g. £300 million would buy sbout ? per
cﬂ“&_aa»«anf ‘ cent on personal allowances and thresholds above

by
&m.

&%M indexation or getting on for # per cent off NIS);

(ii) 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. TFollowing 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 prouwpt, or any major
>utgide bodies? On possible gaps you will note that there is
nothing specific on employment measures or on energy prices.

5
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Public expenditure

1. 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 FEWP
and £120.7 billion in the Autumn Statement and that it now looks
like coming down further, to about £119.6 billion allowing for
expected shortfall anq?COntingency Reserve of £1.5 billion. o
there is room for modest additional expenditure without breaching
the planning total: up to £0.5 billion if we stick with the AS
figure, or up to £1.5 billion 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 "tax
expenditures". 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

"%, Ministers have already indicated that they want a shorter
1d gimpler Finance Bill in 1983. For the moment
1T A muvtE mamAadhi T3+ Aan Fhat Annnt although we ited

Whicie puoobivaic wuav wuusu ves vue .wugoh and complexity involved.
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14, Bearing in mind the need to relate packages to themes, and

to avoid the risk of pre~-empting too much for packages

(paragraphs 5-8(i)), you may like 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 represel ns?
(Paragraph 10)

(iii) Are there any gaps on which you would want to
commission work? (Paragraph 10)

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

{(vi) Do you wish to approach "tax expenditures" as
suggested in paragraph 127

(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 practic 11 the particular items

rad; . of a particular Junior

*s but are there any points you wish to make
pervision of further work on particular

l?

3
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BUDGET PACKAGES

The Economic Secretary has geen Mr Moore's submission of
9 December, and the Chief Secretary's comments recorded in
his private secretary'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 "packages" must

be consist@nt with general budgetery "themes", &and "reinforce
and supplement them'"; this was not so in the last budget -
packages can surely be pregented in their own right.

2. 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 198%-84 will be higher in
real terms than in 4982-83 is becauge of the expected
shortfall in 1982-83 - ie because of slippage (for example,
of deliveries to nationalised industries).

O

C D HARRISON
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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
Chief Secretary
Economic Secretary
Minister of State (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

Mr Green - IR
Mr Isaac - IR

Sir D Lovelock - C&E
Mr Howard - C&E

-

BUDGET PACKAGES
The meeting had before it Mr Moore's minute of 9 December.

2. The Chancellor 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 he
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 f:irther 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 Moore's paragraph 12, 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 how that ran. Mr Green said that the
allowances of relief for schedule D case v. trading losses against other income was
relatively unimportant. 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
itemssuggested 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 companies in the Finance Bill. He understood that the Institute
of Chartered 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 "top 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 arpumentation. Mr Isaac pointed out that neither the CBI nor Mr Copeman had
argued in favour. The Chancellor would be having 2 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 technology 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 producté.

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. On Agriculture it was noted that the FST was already pursuing matters, although there
was a general lack of enthusiasm for any of the measures listed. The case on CTT was

s

analogous to that for business relief. -,

12. On betting and breeding the Chancellor would wait for the outcome of his discussion

with the representative bodies 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 Chiel Secretary

endorsed this:it had been difficult to defend the positiom in the Finance 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 &éb&tq 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 link™across to any work Customs

were doing.

14. On "fairpess in taxation” the Chancellor said that he thought that biocking input tax on
petrol and derv should be ruled out now. He noted that the application of PAYf‘ttb‘garnmgs
from offshore employment awaited the outcome of a House of Lords decision. The G\iﬁister
of State (Revenue) was looking at group relief. The Inland Revenue would be submitting 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.

Distribution
15. The meeting closed at 5.00 p.m.

Those Present

PS5/Financial Secretary

Sir D Wass
Mr Lovell

UK-R Mr Monger
Mr Monck

JILL RUTTER Mr Pestell

Mr Evans
Mr Griffiths
Mr G Smith

PS/IR
PS/C&E
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BU. =T PACKAGES: COSTS SUMMARY TABLE

{TIAL

198584 1084-87, ull vear

Enterprise snd Swall Firms 49 77 118

of which public expenditure: 5 5 -
Wider Share Ownership 55-60 5-60 55~61)

of which puhlic expenditure: - - -

(85-

Yechnology and Innovation 45 85 115 g

of which public expenditure: 45 75 75
Construction 77=102 108-1%3 105=-140

of which public expenditure: - - -

B85

0il Taxation 40-200 156-498 34508

of which public expenditure - = -
Tourisw >-4 54 B

of which public expenditure: -4 -4 -
Agriculture - 3 5-6

of which public expenditure: - - -
Betting and Breeding 21-26 21-26 21-26

of which public expenditure ~ - -
Caring and Charities 55-60 125-1%0 120145

of which public expenditure: H4 117 1ze
Fairness in Yaxation yields 5 58-78 73-98

of which public expenditure: ~ - -
TOTALS 340-540 577-9%8 830-855
of which public expenditure 107-108 200-201 197
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE:
: 24 January 1983

CONFIDENTIAL  oue

SMALL FIRMS AND ENTERPRISE

Minister in lead: FST unless otherwise stated
Official in lead: Mr Bailey

ITEM

STATE OF PLAY

REVENUE COST &£m

198%-~-84

1984-85

Full Year

(a) Busiress Start-Up Scheme

(Business Expansiocn Scheme)

(b) Smzll Firms Investment

Companies.

(¢) Joint venture vehicles for

institutional iunvestment.

(d) Equity linked subsidised
loans.

{(Contined/..)

Extension of 1life of Scheme already agreed.
Revenue submissicn (Mr Battishill) 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
significant. Meeting fixed for 24 or 25.1.83.

Chancellor's meeting on 12.1.83% agreed that
this should now be dropped from the package.

Discussed in Revenue (lMr Prescott) submission
of 4.1.8% and FP (¥r Moore) submission of
11.1.8%,. FST asked FP and IR to scund out
institutions on possible constraints on their

investment in small firms.

FST minuted Chancellor 30.12.82; discussed at
Chancellor's meeting on 12.1.83%, which agreed

that work should continue.hut uwnlikely runner.
FET meeting 20,.1.83. See next item ]

‘na

ua

na

na

na

na

CONFIBERTIAL
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE ; SMALL FIRMS AND ENTERPRISE

€::x’x9¢§?=ﬂ$uﬁmﬁ1?ﬂ?ﬁ;ﬂ l_
i Jr R Efeam im0
ANl i iA DATE

: oy January 1983

ITEM

STATE OF PLAY

REVENUE COST &m

1983-84

1984-85

Full Year

(e) Debt-equity conversion.

(f) Zero and deep-discounted
stock

(g) Disincorporation.

MST(R)

(Continued/...)

Bank paper forwarded to FST (Mr Moore's minute
of 11.1.83):; Chancellor's meeting 12.1.83
considered unlikely runner, but agreed that
work should continue. TFST meeting 20.1.83.
FST minuted Chancellor 24.71.8% recommending
this and item (d) be dropped.

Consultative document issued 12.1.83, UNot
costed since no definite proposal yet .
identified. DPaper alsc covers shelf issues,
and comments requested by 11.2.83%.

Examined 4n Revenue submission

(Mr Battishill) of 20.712.82 to MST(R);
Chancellor's meeting of 12.1.83 agreed that
not a runner for 1983 Budget.

na

na

na
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BUDGET PACKAGES

PACKAGE: SMALL FIRMS AND ENTERPRISE

C IDENTIAL
SUMMARY NOTE ONFEQL— | - DATE oudanuary 1983
REVENUE COST &£m
I'PEM STATE OF PLAY
1083-84 1984-85 Full Year

(n) Simplification of PAYE Discussed at FST meeting 17.1.832. Revenue
and NIC payment rates: (Mr Isaac) to report on means of making it
Schedule E/D frontiers. easier for employers to operate net of tax

system. No costs involved. Revenue also to

report on Schedule B jissues. - - -
(i) Capital Transfer Tax Various Revenue (Mr Beighton) submissions on

rates reductions and further business/

agricultural reliefs discussed at F3T's

meeting on 13.1.83%; TIST minuted Chancellor

18.1.8%. 27 45 85
(j) Loan Guarantee Scheme Discussed at Health of Industry meeting on

C3T 11.7.8%. DOI letfter with detailed proposals

awaited. (pe) 5 (pe) 5 -
(k) Kreditanstalt etc. Chancellor's meeting 12.1.83 agreed that this

this should be dropped frow the package. - - =

(Continued/..)

:-J'

(13,
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BUDGET PACKAGES
SUMMARY NOTE

CONFDENTIAL

DATE

: 24 January 1983

PACKAGE: SMALL FIRMS AND ENTERPRISE

REVENUE COST £m

I'I'EM STATE OF PLAY
19823-84 1984-85 Full Year
(1) Enterprise agencies: Discussed at Chancellor's meeting on 12.1.83,
widening of qualifying where presumption against. Revenue
conditions for relief. (Mr Battishill) do not, therefore; intend to
make a submission and no cost figures are
included. - - -
(m) VAT registration/ Customs submission 24.12.82: Ministerial
de-registration thresholds. decision reached. 5 10 10
EST
{n) Corporation tax: small Revenue submission (Mr Green) pending.1%
companies profits limits and point reduection in small coumpaniesg rate
rates. ~ would cost £10 million in 1983%-84 and
M3T(R)
£15 million in full year. Cost of
revalorisation of profits limits shown
opposite. 10 15 16
(Continued/..)
IDENTIAL
C QNF 2%3 - PAGE NUMBER






BUDGET PACKAGES
SUMMARY NOTE

PACKAGE:

DATE

A T e
No ¥ %h 2¢,_L, ANy

s+ 24 January 1983

SMALL FIRMS AND ENTERPRISE

REVENUE COST &m

IIEM STATE OF FLAY
1983-84 1984-85 Full Year
(o) Schedule D Case 5 trading | Revenue submission (Mr Taylor Thompson) of
losses (starter number 161) 22.12.82 to FSI; Chancellor's meeting 12.1.83
agreed that should remain on the table. under 1 under 1 under

(p) De minimus limit for Hevenue submission (Mr Prescott) to MST(R)
assessment of apportioned 18.1.85
income (starter number 152) under 1 under under 1

MST(R)
(q) Relief for interest- Revenue submission (Mr Crawley) to FST
employee buv-outs (starter pending. Wider repercussions could increase
number 189) cost. under 1 2 5
(r) Close companies: ACT Revenue submission (Mr Battishill) of 7.12.83
limit on loans (starter to M3T(R); Chancellor's meeting on 12.1.83
number “181) agreed that this should be examined alongside

MST(R) mortgage interest relief ceiling. under 1 under 1 under

(Contined/...)

F v o e o PAGE NUMBER
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE

CONFIDENTIAL DATE

: SMALL FIRMS AND ENTERPRISE
: 24 January 1983

REVENUE COST £um

TTEM STATE OF FLAY
1983%-84 1084-85 Full Year
(s) Enterprise Bonds FP (Mr Reed) submission to FST 17.1.83% .
recommending against. Cost not quantifiable. - - -
{t) CGT: monetery limits Revenue submission (Mr Bryce) to FST 13.1.83,
package. FST (17.1.83) coumended package to Chancellor. under 1 under 1 under
TOTALS 49 57 118

{u) VAT gnnual asccounting
(starters number 5)
EST

Remains on starters list and Custous
(Mr Fraser) submission 20.1.82 to_EST. But in |
view of substantial 1983-84 cost (up to

£190 million) and Ministers' lukewarm reaction
at 15.12.82 meeting, not costed into package.

CONFIDENTIAL

PAGE NUMBER ©






BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL

P ;{T‘**fo‘:-'- T o1 4
8 gRblhenrE LT 2 »QL
%—il Wi RS i N3 ES

PACKAGE: WIDER SHARE OWNERSHIP

DATE 1 24 January 1983

Minister in lead:
Officizgl in le=zd:

FST
Mr Moore

REVENUE COST £m

TTEM STATE COF FPLAY
1983-84 1984-85 Full Year

a) Reintroduce "ton hat! Chancellor!s meeting E12°1.83) rejected _ _ _

reliefs scheme Mr Jenkin's proposal (his letter of 6.12.82)
b) Mincr changes to existing Mr Jenkin's letter (6.12.82), Revenue

schames (My Martin) submission 21.71.83. Potential

cost up to £100m, not included at this stagel

c) DMajor eoptiong for change:

i) Incrsase annasl upper | ) _
Tiuit for profit sharin 25 25 25
schemes from £1250.

i1)  Increaae monthly 1limit] ) Chancellor's meeting (12.1.83) discussed.
gavinzs-related share g Revenue (Mr Martln) submission - - -
option schemes 21.,1.83. Parallel submission on (ii) from

HF division (Mr Monck) to EST 24.1.8%

iii) FExterd instzlment 10-15 10-15 10-15
neriod under share
option schemes )

AT I TN 1T %L PAGE NUMBER
CONFDENTY






CONFIDENTIAL

BUDGET PACKAGES PACKAGE: WIDER SHARE CWNERSHIP
SUMMARY NOTE CONEDEXTIA DATE o Jamuary 1983
REVENUE COST £m
ITEM STATE OF PLAY ‘
1983-84 1984 -85 Full Year
d} Options tax shares schene Bank of England paper (10.1.83) discussed
briefly at Chancellor!s meeting (12.1.83). 20 20 20
Revenue (Mr Martin) submission
21.1.83. Costs imponderable; likely
maximum shown opposite.
e) Relief from stamp duty for
"small parcel" sheare
transactions
£) Employee bonds Rejected at Chancellor's meeting (12.1.83) - - -
g) M"Loi Monarv" relief
)
TOTAL 55-60 55~60 55-60
PAGE NUMBER
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BUDGET PACKAGES
SUMMARY NOTE

CONFIDE AL s

DATE

TECHNOLOGY AND INNOVATION
24 January 198%

Minister in lead: CST unless otherwise stated
Official in lead: Mr Bailey

REVENUE COST £m

I1TEM STATE OF PLAY
1983-84 198485 Full Year
(a) Extension of transitional | Financial Secretary agreed extension 12.1.83 nil 10 -
period for capital allowances | following Revenue (lMr Battishill) submission ﬁﬂo in
on British films. 2.12.81: mway be announced in week ending 5282v2$
21.17.8%. 98487
FST period)
{(b) Extension of transitional | Financial Secretary agreed extension 7.1.83 nil nil -
period for capital allowances | following Revenue (Mr Battishill) submission (20 in
for rented teletext/viewdata | of 23%.12.82. 1985-86,
65 over
televisions. 1985-88
Period)
FST
(continued/..)
PAGE NUMBER 1
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BUDGET PACKAGES
SUMMARY NOTE

DATE

24 January 1983

PACKAGE: TECHNOLOGY AND INNOVATION

REVENUE COST &£m

TTEM STATE OF PLAY
198384 1984-85 Full Year
(e¢) Small Engineering Firus ) ) ) )
Investment Scheme. g g % .
) )
(d) "&lvey" -~ support for % Mr Jenkin's proposals contained in his % %
research in advanced IT. ) letter of 12.1.83. involve expenditure of ) )
g £33 million in 1983-84 and £60 million in % % B
(e) "Support for lnnovation" % 1984-85 and 1985-86, )(pe). 45 %(pe) 75 (pe) 75
programme. ) %‘ ) (1985-86)
) %
J )
(f) Othner expenditure items. The letter also contained proposals for 9 g ) E
ofther items, involving expenditure of ) % 5
£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 willion respectively. ) ) D
A submission on Mr Jenkin's letter is in = =
preparation in IA (Mr Lovell) who suggest 45 ‘85 .415
bids be costed at 45,75, 75 .. TOTALS (1985-86)

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

.'-_'f—m""-' _":‘. :'—;p— LT -»- -3 _':
C T w s s e L ‘“ !_ PACKAGE: CONSIRUCTION
DATE :+ 24 January 1983

Minister in lead: CST
Offiecia in lead: Mr Moore

REVENUE COST £m
T1TEM STATE OF PLAY
1983-84 1984.-85 Full Year
(a) Mortgage Irnterest Helief Revenue (Mr Stewart) submission 3.12.82 to FST§{ 7--100 100-125 75=100
ceiling (starter no 105) Chancellor' s meeting 24.1.83 to discuss..
FST Cost figures sgssume increase to £35,000
(b) Stamp dutv threshold Consultative document to be issued this month.
NS (R) Chancellor to have a meet}ng to discuss.
Minister in lead - MST(R). Official in
lead - Mr O'Leary (IR). Usually regarded as
an alternative to (a) - costs not therefore
inecluded in total cost of package. Increase
in threshold ¢f £5,000 would cost £60m in
198284 zgnd £70m in 1984-85 and a full year.
(¢) DLT - own use determent Revenue (Mr Beighton) submission 13.71.8% to - less than 1 5
(starter no 178) MST(R) recommends exbtension of existing
MST(R) deferment provision.

e ey oA PAGE NUMBER 1
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CC A






BUDGET PACKAGES
SUMMARY NOTE

‘fl‘\.\ I(EETM er.( "..'!."":"j » -

VH \i- -\6-—-’-.__-._\‘“#- L-a—
DATE

PACKAGE:

CONSTRUCTION
: 24 January 1983

ITEM

STATE OF FLAY

REVENUE COST &a

1083-84 14684 -85 Full Year

(4) Home Improvement - repair

grants or enveloping.

(e) Extend capital sllowances
for assured tenancies to shared
ownership.

Mr Heseltine's letter of 6.1.83. C8T has
recently turned down proposals to extend both
(letter of 10.1.83% to Secretary of State for
Wales).

Mr Heseltine's letter of 6.1.8%, FST
minuted Chancellor (19.1.83%) advising against
action.

less than 1 1 5

CONFEINTIAL

PAGE NUMBER 2






BUDGET PACKAGES
SUMMARY NOTE

PACEKAGE: CONSTREUCTION
DATE 1 24 January 1983

ITEM

—

STATE OF PLAY

REVENUE COST &m

1983-84 1984-85

Full Year

(f) Minor items in
Mr Heseltine's 6.1.8% letter
inecluding:

(ii) ecapital allowances
far refurbishment
of industrial and

commercial buildings.

(ii) inerease proportion
of office space
qualifying for
Industrisl Building
Allowance.

(Contined/..)

LN LN N AN L N L M N L W i T

Revenue submission pending

less than 7 na

less than 1 na

na

15-25

PAGE NUMBER 3






BUDGET PACKAGES (.av BN e w4 .,AL PACKAGE : CONSTRUCTION
SUMMARY NOTE DATE  : 24 Janunary 1983

REVENUE COST £m
TTEM STATE OF PLAY
1983-84 1984-85 Full Year
(iii) Allow private Revenue submission pending. less than?l 2 5

landlords tc offset
repair costs against
all income

Note: FP (Mr Robson) to prepare submission

on package as a whole for CST,

Note: Possible increases in local authority ’

expenditure, which would reduce shortfall

but not add to public expenditure, are not

costed into package.

TOTALS ?7=-102 108-13%3% 105=-140

CCb{ ;;{.\-‘i_i_“ AL PAGE NUMBER 4
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BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAT

g BTt ey ey g
r{ ‘H':;_.'\:'; MMMMM . 34 2 L
%th NE Fone ._.5 R ‘ HIS

PACKAGE:
DATE

OIL TAZATION
19 January 1983%

Minister in lead: MST(R)
Official in lead: Mr Middleton

HEVENUE COST &£m
ITEM STATE OF FPLAY
1983-84 1984-85 Full Year
'A) North Sea Regime, phasing Chancellor agreed package (meeting 5/1/83).
out APRT etc. (Starter Secretary of State for Energy pressing for 40-200* 160-500* 345 (1985-
no. 109) more. Revenue (Mr Crawley) submission of 86)
18/1/8% on APRT: further submission to 510 (53%6“
MST(R) shortly.
B) PRT expenditure reliefs and | Consultative document issued (May 1982). - - -
receipts (Btarter no. 115) | Revenue (Mr Crawley) submission 17/12/82.
Costs very 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 15.12.82) subject to less than 1| 2 yield 2 yield
allowed expenditure reliefs | review of priorities for FB. yield
(Starter no. 164)

Note — Bigher

Tigures reflect cost of proposals of Secretary of Stata ke E

Full year consequentials of these are not quantified.

PAGE NUMBER 1
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CONFIDENTTIAL

BUDGET PACKAGES \ PACKAGE: OIL TAXATTION
T e BEEACT R TR A L
s vors CONFIDINTIA S
REVERUE COST £m
THWEM STATE OF PLAY ‘
1983-84 1984-85 Full Year
D) PRT: relief for direct MST(R) agreed (mtng. 15/12/82), subject to |
exports from tanker-loading Finance Bill space. Nil cost - - -
fields {(Starter no. 163).
E) PRT: oil allowance: opticn MST(R) agreed (wtng. 15/12/82), subject to
to take azainst oil only review of priorities for FB space. Nil cost. | - - -
(Starter no. 162).
T) PRT: exempt gas & payback Inland Revenue awaiting details from a na na na
(Starter no. 166) company of possible injustice. Submission
from Mr Crawley next month. No costings
pessible until details received. '
G) PRT: relief for transfer of| MST(R) agreed (meeting 15.12.82) subject to 1 less than 1| less thanl
gas between fields in same review of priorities.
ownership (Starter noc. 167).

PAGE NUMBER 2






BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL

PACKAGE:

DATE

OIL TAXATTION
19 January 1983

REVENUE COST £um

TTEM STATE OF PLAY
1983%-84 1984-85 Full Year
;ﬁ) Recovery of corporation tax{ MST(R) agreed (minute of 6/1/83) subject to less than 1|l less than 1|less than 1
unpaid by non-resgidents review of priorities for FB space. yield Yieid Yield
from licensees (Starter
no. 184).
I) 0il valuations to reflect MST(R) has advised Chancellor (22/12/82) that
normal credit terms legislation needed to counter risk of loss of - - -
(8tarter no. 187). £200m of revenue. Nil cost.
J) Relief for gas sales direct| MST(R) doubtful ( note 30.11.82) if proposal
to industrial consumers merits space in Finance Bill but will review. - - -
(Starter no. 192). Nil cost.
TOTAL 40-200 158-498 45 (85-86)
210 (86-87)

PAGE NUMBER 3






BUDGET PACKAGES
SUMMARY NOTE

To BRmo7wes o, Tommy
FELB LD TR o oW
! F;.\::‘.“’“'J gooadlowa Tod 2
o 5 i Ak i G A

DATE

PACKAGE:

TOURISM
19 Jaruary 1983

Minister in lead: EST
in lead: Mr Moore

Official

REVENUE COST £m

ITEM STATE OF FLAY
1983-84 1984-85 Full Year
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:-
(a) VAT reliefs In view of the very high cocsts and the strong - - -
presumption against such action, this item has
not been costed into the package.
(b) Rating reliefs Because of the difficulties involved with his - - -
proposal, it has not been costed into the
package.
(¢) Capital allowances There are two main proposalg:-
(i) @n increase in the existing 20%:initial nil nil (around 10
oL pfter 4
allowance to, say, S0%; ears)
(ii) extension of allowances to smaller nil nil (around 5
(continued/..) hotels and self-catering accommodation. after &
years)
;_x_. g",':l""‘f‘-; W':E';"., ':w,—_l, |
CONFD EHTIAL PAGE NUMBER






s i CONFIDENTIAL ~ momes: s
SUMMARY NOTE g et - DATE 19 January 1983
REVENUE COST £m
ITEM STATE OF FPLAY '
1983-84 1984-85 Full Year
(d) Increased grants under (pe) 3-4 (pe) 3-4 -
Sector & of Development of
Tourism Act.
The EST wminuted the Chancellor on 19.1.83
recommending against all of these measures.
1'OTALS (pe) 2-4 (pe) 3-4) -

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

CONFDENTIAL

PACKAGE: AGRICULTURE
DATE : o4 January 1983

Minister in lead: FS3T
Official in lead: Mr Moore

REVENUE COST £m
ITEM STATE OF PLAY :
1983-84 1984-85 Full Year

(a) CI'T agricultursl relief JBoth recommended in F31!''s minute to Chancellonq - - -
for let land. %of 18.1.8%, They are also part of the CIT

Jitem (i) in the Small Firms and Enterprise
(v) CI'l' payment by instalments )package, and therefore not costed here. - - -
{¢) CGL rollover relief for Revenue (Mr Byrce) submission to FST pending nil 3 5-6
let agricultural land. on latest round of correspondence with

outside advocateg. Potential repercussions

could increase costs.
(d) Rental income to be "his was included in the packages note of - - -
treated as earned income. 9.12.82. But in view of the fact that it has

been eXamined and rejected on many previous

occasions, Revenue suggest it should be

deleted without a submission.

Proposals in MAFEF letter of 21.1.83% to FST

not included in package as yet.

LOTALS - 3 5-6

CONFID

ENTIAL

PAGE NUMBER 1






BUDGET PACKAGES
SUIMMARY NOTE

PACKAGE: BETTING AND BREEDING

CONFIDENTIAL o=

¢+ 189 January 1983

Minister in lead: EST
Official in lead: Mr Moore

ITEM

STATE OF PLAY

REVENUE COST &£m

1983-84

1984-85

Full Year

(a) VAT on bloodstock

(b) General betting duty

{¢) GAMING: redistribution of

taxes towards larger casinos.

BES1'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 coul

Customs (Mr Knox) submission of 7.12.82

explained difficulties; Chancellor commented |

(9.12.82) that objections seemed pretty

decisive.

Customs submission (Mr Knox) of 11.71.83
analysed implications of 2% reduction in duty
(cost £65-75 million a yvear) and recommended
against. ISP minute to Chancellor (18.1.8% .
agreed.apd suggested that any concession’ .-,
should be on "tax on tax" point. Latter
therefore costed in package.

Customs submission pending.

’\Se

15-20

na

15.20

na

15.20

na

TOTALS

21=-26

21-26

21-26

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

f&\h T T . TEg A PACKAGE:
:ﬁ; PR
C & \“d hh-/,...- _1}. E__ﬁ.{}_{;;_ L DATE
Minister

CARING AND CHARITIES
19 January 1983

in lesad:

CcsT

Offieial in lead: Mr Monger

benefit "trap".

17
(1985-86)

REVENUE COST £m
ITEM STATE OF PLAY
198%-84 1984-85 Full Year

(a) Extension of Widows' ¥S1' pecommended (11.1.83) following Hevenue
Bereavement Allowance for (Mr Isaac) submission of 2%.12.82. Chancellor
further year. (12.1.83) said that decision should be taken

in context of this package, so decision pendinﬁ 20-25 25+30 25-30
(b) Restoration of 5% ) l(pe) 20 (pe 56) &0
abatement of invalidity %Neither currently included in package (1985-86)
benefit. Jemerging from MISC 88. But discussiens

'gon small changes continuing: (c) a =

(¢) Removal of invalidity %possibility but (b) unlikely. (pe) 7 pe 15

)

(continued/...)

CONFIDENTIAL
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BUDGET PACKAGES ﬁr\?ﬂF - PACKAGE: CARING AND CHARITIES
SUMMARY NOTE CONFIDENTIAL DATE 19 January 1983
REVERUE CCST £nm
TTEM STATE OF PLAY ‘
1983-84 1984-85 Full Year
(a) Developument of voluntary | ) (pe) 8 (pe) 8 Egg% 886
etc care services for elderly. % 55 ozgr k
% Proposals in Mr Fowler's paper, for 3 years)
(e) Extension of Invalid Care ) discusgsion at Family Poliey Group (no date (pe) & (pe) 12 EESQBjEG)
&llowance. % fixed) , on care of the elderly.
)
(f) Abolition of Dependent ) 20 saving | 20 saving 20 saving
Relatives Allowance. %
(g) Abolition of £250,000 Revenue submission (Mr Beighton) pending, under 1 under -1 under 1
ceiling for CTT exemption on following FST and CST (minutes of 20.12.82
gifrs to charities. and 21.12.82) agreement that should be
considered.
(h) Deeds of covenant: A Revenue suggestion, but no subumission to nil 1-2 1-2
inerease in ceiling for higher| date. Costs are for increase from £3,000
rate relief. to £3,500.
(Continued/...)
7 PAGE NUMBER 2
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BUDGET PACKAGES

SUMMARY NOTE

CONEIDENTIAL oo

£

CARTNG AND CHARTITTES
19 January 1983

ITEM

STATE OF PLAY

REVENUE COST &£m

1983-84

1984~-85

Full Year

(1) VAT relief for

charities.

(j) Other fiscal measures:
(i) relief for payroll

giving;
(i1) relief for
donations;

(iii) relief for
donations;

(iv) relief for
staff;

{v) covenznted

Eross.

individual

company

seconded

payments

(Continued/...)

R T R I S

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 eovered 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
6.1.8%, Not costed at this stage. .

Mr Heseltine's proposal that charitable
status. be extended to sport and recreational
bodies not included.

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

W =%

CONFEii

DeNTIAL

PACKAGE:

DATE

CARING AND CHARITIES
19 January 1983

REVENUE COST £m

TI'EM STATE OF PLAY
1983-84 1984-85 Full Year
(k) Other public expenditure { )
measures: g
(i) investment grants to g } _ (pe) 5 (pe) 5 (pe) 5
voluntary sector: y To be covered in planned ST (Mr Monger) (1985-86)
) submission on package.

(ii) central grant to ) {pe) 5 (pe) 5 ((pe)
National Assoceciation % (1985-86)
of Courcils of )

Voluntary Service. %
Note: Additional provision has beeh added (pe) 5 (pe) 15 (pe) 15
. . . , (1985-86)
as a contingency margin against expected ]
bids by Mr Fowler for miror benefit changes.
TOTALS 55-60 125-120 130-143
of which public expendiutre S M7 122

CONFDzit

1

&
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BUDGET PACKAGES
SUMMARY NOTE

"--11 A R | 2y

C ,?‘fb? RopEmr TR L TR AR PACKAGE: FAIRNESS IN TAXATION
e

¥ & ‘S b oicd _uid R a’;

DATE

: 19 January 1983

Minister in lead: FST and MST(R)
Official in lead: IMr Moore

REVENUE COST &m

IUEM STATE OF PLAY ‘
1908384 1984-85 Full Year
(a) Fringe benefits: Chancellor decided (meeting 22.12.82) to under 1 under 1 under 1
scholarships (starter no 197) legislate. Revenue (Mr Blythe) submission yield yield vield
on 13,1.8%, Potential revenue loss of £100m
without legislation: small yield if
legislated for.
(b) Fringe benefits: other Budget Stateément will contain announcement ng na na
(starter nos 133 and 134) about uprated car and car fuel benefit scales
for 1984-85., Minister in lead - FST.
Revenue (Mr Blythe) submission shortly. Costs
depend on options for change and are not
yet gquantifiable..
(e¢) CGT: capital loss buying Revenue {Mr Beighton)submission pending. na na na
and groups of companies. Minister in lead - FST. Current annual
(starter no 142) revenue loss of £30m, but yield from measure
(continued/..) depends ‘on indexation and is not quantifiable.

CGi FBINTIAL
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BUDGET PACKAGES
SUMMARY NOTE

CU?“W § e fazi N § L‘Q\L DATE  : 19 January 1983

FAIRNESS IIN TAXATION

REVENUE COST &£um

I''EM STATE OF FLAY -
1982-84 1984-85 Full Year
(a) Group relief: avoidance | Revenue (Mr Battishill) submission shortly. na 30 yield 30 yield
(BL), (Starters no 119) Minister in lead — MST(R). Identified current
revenue loss of £30m: yield in first_.year
not quantifiable. .
(e) Life assurance: chargeable| Announcement of intention to legislate given under 1 under 1 under 1
events: secondhand bonds on 24.6.82. Drafting of legislation nearly yield yield yield
(starters no 110) complete. Minister in lead - FSTj; official
in lead "= Mr O'Leary (IR).
(f) DLT: disposals by Revenue (Mr Beighton) submission on 5 11.82. 2 yield 2 yield 2 yield
non-residents (starters no 149] Discussions heing held with Law Society ami
RICS.
(Continued/..)
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BUDGET PACKAGES
SUMMARY NOTE

m-m—mb Fmg A\L PACKAGE:
COE‘QL‘ sJ el N a 55 DATE .

* 19 January 1983

FATRNESS IN TAXATTION

REVENUE COST £n

ITEM STATE OF PLAY
1983-84 1984 .85 Full Year
. (g) Stock relief: payments on | Revenue -(Mr Battishill) submission 2.12.82. under 1 10-15 15
account (Starters no “154) MST(R) authorised drafting of legislation yield yield yield
(19.1.83); item to be reviewed in light of
other measures affecting construction industryy
(h) Stock relief: deny to Revenue (Mr Battishill) submission shkortly. under 4 15-30 20-40
commodity/buliion dealers Minister in lead - MST(R) yield yield yield
" (Starters no 153) ’
(i) Interest charges on late Revenuei(Mr Blythe) subm1551on shortly. under 1 under 1 5=10
payrments of directors PAYE. Minister in lead - FST. yield yield yield
(j) Application of PAYE to Case won in courts. No legislation needed. - - -
earnings from offshope
employment. 4
(Continued/..)
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE: FATRNESS IN TAXATION

COE\EF i m'LE;MﬁiéL DATE

. 19 January 1983

ITEM

STATE OF PLAY

REVENUE COST £m

19083%-84 1984-85

(k) VAT: blocking input tax on
petrol and derv.

(1) Taxation of international
Business (Starter 157)

Rejected at Chancellor's meeting (15.12.82)

Draft legislation jpublished December 1982;
comments sought by mid—Febrhary. Minister in
lead - MST(R); official in lead -

Mr Taylor Thompson (IR). Current tax loss

through avoidance estimated at around £)00w;
vields on an April 1983 start date would be
less than £ for 1983-84 and £100m in a

full year.

Full Year
E

TOTAL - YIELDS

5 yield | 58-78 yield

| 73-98 yiel,
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‘ NOTE C

24 January 1983

OTHER FISCAL RISKS

£ million
1983-84 1984-85
Possible Public Expenditure

Unemployment. Two candidates may be proposed:-

i. Extension and modification of TSTWCS 115 100

ii. Continuation of Enterprise Allowance

Pilot Scheme 2 117 3 103
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 hefore the
Budget 250 500
Petrochemicals. A review of current problems
may lead to proposals to give assistance either
by way of PRT modification or by public
expenditure means 100 100

467 703
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 140 140
Car Tax. Suggestions have been made that this
tax (currently 10 per cent) should be reduced
or abolished. A 21 per cent reduction would
cost. 120 160
260 300

TOTAL ' 727 1003
Scored at NIL as either not likely to proceed or charged to the Reserve.

Other risks

(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 §I fall *
estimated to reduce revenue by £200-250 million in 1983-84. Figures depend however on v
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 effe
revenues as a $1 change in oil prices.






INLAND REVENUE
CENTRAL DIVISION 5 4 wvyy - -
SOMERSET HOUSE DI REN

From: A W Kuczys
24 January 1983

PS/CHANCELLOR

BUDGET PACKAGES:
MR JENKIN'S AND MR HESELTINE'S PROPOSALS

1. We understand, through Mr Moore, that the Chancellor has asked for
a note on those items in the Secretary of State for Imdustry's

Budget representations which coﬁld 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 1 to Mr Moore'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 similarly find it helpful to have brief notes: these are also

attached.
A W KUCZYS
cc PS/Chief Secretary Mr Green
+S/Financial Secretary Mr Isaac
PS/Economic Secretary Mr Battishill ”
PS/Minister of State (R} Mr Beighton
5ir 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

[






(D) CGT ROLLOVER RELIEF

— . . -

Progosal

To introduce a rollover relief for capital gains tax
purposes for acquisition and disposals of unquoted
shares in trading companies.

Comments
i. Indexation of capital gains tax and
substantial increase in the threshold
now (£5,000) reduces need for special
reliefs.
ii. The cost of the proposal could be

substantial. About half the total -
yield of the tax (estimate £mB50 for
1982/83) comes from share disposals,

of which about one quarter are unguoted.
Maximum cost would be £m100, although
unlikely that all transactions would
qualify.

iii. Serious risk that the relief would be
used simply as a shelter from the tax
without leading to the expansion and
re—equipping of firms, which is the
primary purpose of the existing reliefs for
replacing business assets.

iv. Many other areas where reinvestment is
not covered by rollover relief, special
tax reliefs must be directed to point of
maximum impact.

Recommendation L

Government not persuaded that the benefits which might
result from this proposal are commensurate with the tax
likely to be at stake.

Official responsible:” Mr Bryce

(B} LOSS RELIEF CARRY BACK FOR NEW COMPANIES

1. Where an individual makes a tax loss inthe first 4 years
of an unincorporated business, he may obtain relief for such a
loss by carrying it back against income (eg from employment)
in the previous 3 years (Section 30 Finance Act 1978). This






relief is an alternative to carrying the loss forward against
future profits from the trade, or setting it against cther
income of the year of loss or the next year.

2. Mr Jenkin suggests that this relief should be available to
participants - presumably shareholders -~ in a newly-trading
company.

3. We see little merit in this, and would recommend that it is nt
pursued.

9. The main objections are:-

a. The company is a legal entity distinct from its
shareholders. It is therefore taxed in its own right, while
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 proprietor's income is the
profits.

b. As the company is taxed separately, a tax loss is

an unrelieved expense of the company's trade - it has

no connection with the income of the proprietor, and should
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 available; the company can set the loss
against other profits (income and chargeable gains) of

that period, and the preceding one.

d. The new business may well have only 1 or 2
shareholders. 1If so, they will almcsst certainly 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 shareholder-directors
were allowed relief for the company's losses, the company
would pay no corporation tax, and they would be relieved
from income tax on some of the remuneration which had gone
to create that loss.

X4

ExamElg

Trading profits before director's remuneration £10,000

director's remuneration -
(sole proprietor) 20,000

tax loss £10,000

Company pays nil CT.

Director has actually received £20,000, but obtains relief
for company's "loss" and pays tax on only £10,000.

Official responsible: Mr Battersby






FR HESELTINE'S PROPOSALS

INCREASE THE PROPORTION OF OFFICE SPACE THAT CAN
BE INCLUDED IN AN INDUSTRIAL BUILDING WITHOUT
RESTRICTION OF INDUSTRIAL BUILDING ALLOWANCE

Proposal Increase the office-use disregard
from 10 per cent of the building to 25 fer cent.

Present position An industrial building
gqualifies for industrial building allowances
(initial allowance 75 per cent, annual allowances
4 per cent). 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-gqualifying part.

If the non—qualifying space exceeds 10 per cent,
the expenditure is apporticned and allowances
given on the gualifying part. The purpose of

the 10 per cent disregard is not to give relief

for non-gualifying expenditure, but to avoid

the complications involved in apportionment where
the amounts of non-qualifying expenditure are small.

Recommendation Important to bear in mind that
where office space exceeds 10 per cent, no
question of allowance being lost; all
industrial-lse parts still gualify.

Raising the 10 per cent 1limit would mean that

the disregard could hardly be described as

de minimis, especially if raised to 25 per cent.
It would have to be viewed as extending the relief
to non—gualifying 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 allowed, and the case
which fell just the wrong side (26 per cent) where
only 74 per cent of cost was allowed. And with
the case where 2 buildings were constructed -

cne to house the gualifying activity and one

to house the non—qualifying part.

Cost DOE estimate £50m. This may be too high,
given tax exhaustion.

Official iesponsible: 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 commercial buildings.

2. Present position Capital allowances (the
industrial building allowance) are already
available for the cost of refurbishing any
building for use . as an industrial
building. No allowances are available for
refurbishing a building for use as
a commercial building.

3. Recommendation No justification for giving
allowance for refurbishment of building for
commercial 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 ES500m. Prcocbably too ~
high in view of current level of tax exhaustion.’
£250m more realistic. :

Official responsible: Mr Corlett






TaAX RELIEF FOR LANDI.ORDS

1. A landlord's expenditure on maintenance and repairs
etc in any year may be offset 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 conditions, there
is a pooling arrangement whereby effectively unused
expenditure on one proverty can be offset against income
from another. Tax relief is not lost therefore but in
certain circumstances may be delayed to a later year.

2. But the landlord cannot set 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
preserving 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 profit 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 special 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 recomménd that
this proposal is not pursued. )

Official responsible: Mr Lusk






R JENKIN'S PROPOSALS

(B) INTEREST RELIEF

This comes in the "lower priority" group in Mr Jenkin's list of

"minor" enterprise items. He acknowledges that there have been

useful relaxations already in the rules for tax relief for interest
paid on loans to buy shares in close companies. Following the 1982
legislatjon, 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 full-time employees (not only managers). There have been

other representations 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 Stewart

(C) BRUSINESS FORMATION AND OTHER LEGAL COSTS

1., The present tax rules permit a deduction for revenue
expenditure incurred wholly and exclusively for the
purposes of the trade. Expenditure of a capital 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 years. Revenue expenditure is now
pretty well looked after therefore. .

2, This proposal is to allow relief for business formation
etc costs eg the setting up of a company. But these costs
are clearly of a capital nature and do not arise from the
trading acdtivity. Relief 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 problem 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 recammend against going

any further.

Official responsible: Mr Lusk
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CONFIDENTIAL

FROM SIR DOUGLAS WASS
DATE 24 JANUARY 1983

CHANCELLOR cc Chief 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
BUDGET PACKAGES

You are holding your first Budget overview 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
each overview meeting, intended primarily as background. MNote A helow summarises
the arithmetic. Note B attached sets out the packages in some detail. Note C lists
some fiscal risks, updating a report you saw before Chevening. Junderstand 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 marked 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 items which were on the
table for your meeting 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.






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 packapges in the round as they reach a suitable stage.

4. Whilst, as I say, vour overview meetings are not the place for detailed discussion
of the packapges, 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 arbitrary £300 million in 1983-84

and £450 million in 1984-85 provided in the overview. 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 allocations of responsibilities and dates set out in Note B

(paragraphs 2 and 3 above);

{ii) to note the proposed procedure for handling items which Ministers decide

against pursuing (paragraph 2);
(iii) to consider ruling out now the items listed in paragraph 4 above;

{iv) to 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).

b

DOUGLAS WASS






NCTE A

CONFIDENTIAL DATE: 24 January 1983

£million revenne costs

BUDGET 1983 - PACKAGES ETC - SUMMARY

1983-84 198485
Total P/Ex Potal P/Ex
element element

Packages (Note B below) 340-540 107-108 577-938 200-201
"Rigks" (Note C below) 0=727 o-h67 0-1003 0-703
Child Benefit -~ BW + 8% or
5%, both less 2% (In main 20~100 70-~100 200-300 200-300
overview).

410-1367 177675 777-2241 Lo0-1204

If the Public Expenditure element is all charged to the Reserve, the potential
cost to the Budget becomes :-

198%-84 1984 -85
Total as abave 410-1367 777=-2241
Less Public Expenditure 177- 675 hoo-1204
233« 692 3?77-1037

Provided in overview Z00 450

Notes:
Ta

2e

Numbers are uncertain at present, and the final figureg will
not necemgserily fall within the rengees shown.

These are revenue costs. PSBR costs are likely to be a little
lower. Agsinst that any public expenditure measures, even if
charged to the Reserve, conld nevertheleas increase the forecast
PSBR by neceesitating a review of the shortfall estimate. The
extent to which, on balance, the PSBER costs of these measures
might differ from the revenue costs cannot be assessed at this
stage.

CORFIDENTIAL






CONFIDZNTIAL

8L JET PACKAGES: COSTS SUIMIARY TARLE

Noe @&

£ million

1985-84 1984-85 Full veer

Enterprise and Swmall Firms 49 77 118

ol which public expenditure: 5 5 -
Wider Share Ownership 55=60 5H=-60 55-60

of which public expenditure: - - -

(85-¢

Technology and Innovstion 45 &5 115

of which public expenditure: 45 75 75
Construction 77102 108-133 105~-140

of which public expenditure: - = -

85-1

0il Taxation 40-200 158-498 545( 7

of which public expenditure - = -
Tourism 3-4 5—i -

of which public expenditure: 3-4 5=
Agriculture - 5 5:?

of which public expenditure: - -
Betting and Breeding 21-26 21-26 21-26

ol which public expenditure - - =
Caring and Charities ©5-60 125-120 120-145

of which public expenditure: S4 117 122
Fairness in U'axation yields 5 58-78 72-98

of which public expenditure: - - -
T'OTALS 340-540 577-92%8 830-855
of which public expenditure 107-108 200-201 197

CONFDEMTIAL

CONFIDENTTIAT,

24 January 1983






BUDGET PACKAGES
SUMMARY NOTE

PACKAGE: SMALL FIRMS AND ENTERPRISE
!D*E“*\"g ! ! AL D con J 198
pEs ik N Ba ATE : anuary 1983

Minister in lead: FST unless otherwise stated
Official in lead: Mr Bailey

TTEM

STATE OF PLAY

REVENUE COST &£um

(a) Business Start-Up Scheme

(Business Expansion Scheme)

(b) Smell Firms Investment

Companies.

(¢) Joint venture vehicles fon

institutional investment.

(d) Equity linked subsidised

loans.

(Contined/..)

Extension of 1life of Scheme already agreed.
Revenue submission (Mr Battishill) 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 bs
significant. Meeting fixed for 24 or 25.1.83.

Chancellor's meeting on 12.1.83 agreed that
this should now be dropped from the package.

Discussed in Revenue (Mr Prescott) submission
of 4.1.83 and FP (Mr Moore) submission of
11.1.83, FST asked FP and TR to sound out
institutions on possible constraints on their
investment in small firms.

FST minuted Chancellor 3%0.12.823; discussed at
Chancellor's meeting on 12.1.83, which agreed
that work should continue.hnt nnlikely runner.

FST meetine 20.1.83. See next item

CONFBETIAL

1983-84 1984-85 Full Year
na na na
na na na
PAGE NUMBER






BUDGET PACKAGES
SUMMARY NOTE

ot

T,

L, ? nrEry . —:.r.--.:. "—'r—,'st I,‘s}' PACKAGE:
C AN Fat A | f:\L DATE

SMATLL FIRMS AND ENTERTRISE
oy January 1983

T'TEM

STATE OF PLAY

REVENUE COST &£m

1983%-84

1984-85

Full Year

(e} Debt-equity conversion.

(f) Zerc and deep-discounted
stock

(g) Disincorporation.

MST(R)

(Continued/...)

Bank paper forwarded to FST (Mr Moore's minute
of 11.1.83); Chancellor's meeting 12.1.83
considered unlikely runner, but agreed that
work should continue. FPST meeting 20.1.83.
FST minuted Chancellor 24.1.83 recommending
this and item (d) be dropped.

Consultative document issued 12.1.8%. Not
costed since no definite proposal yet .
identified. Paper also covers shelf issues,
and comments requested by 11.2.83.

Examined 4n 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






BUDGET PACKAGES

PACKAGE: SMALL FIRMS AND ENTERPRISE

ENTIAL
SUMMARY NOTE CONF%D Py = DATE onJanuary 198%
REVENUE COST £m
ITEM STATE OF PLAY ,
1983-84 1984-85 Full Year

(h) Simplificetion of PAYE Discussed at FST meeting 17.1.8%. Revenue
and NIC payment rates: (Mr Isaac) to report on means of making it
Schedule E/D frontiers. easier for employers to operate net of tax

system. No costs involved. Revenue also to

report on Schedule E issues. - - -
(i) Capital Transfer Tax Varioms Revenue (Mr Beighton) submissions on

rates reductions and further business/

agricultural reliefs discussed at FST's

meeting on 1%.1.83; ¥FS5T minuted Chancellor

18.1.83. 27 45 85
(j) Loan Guarantee Scheme Discussed at Health of Industry meeting on

CST 11.1.83. DOI letter with detailed proposals

awaited. (pe) 5 (pe) 5 -
(k) Kreditanstalt etc. Chancellor's meeting 12.1.83 agreed that this

this should be dropped from the package. T - -

(Continued/..)

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

FIDENTIAL

et

cot

DATE

PACKAGE: SMALL FIRMS AND ENTERPRISE
: 24 January 1983

REVENUE COST £m

I'1EM STATE OF PLAY ‘
1983-84 198485 Full Year
(1) Enterprise agencies: Discussed at Chancellor's meeting on 12.1.83,
widening of qualifying where presumption against. Revenue
conditions for relief. (Mr Battishill) do not, therefore, intend to
make a submission and no cost figures are
included. - - -
(m) VAT registration/ Customs submission 24.12.82: Ministerial
de-registration thresholds. decision reached. 5 10 10
ESTY
(n) Corporation tax: small Revenue submission (Mr Green) pending.1%
companies profits limits and point reduction in small coupanies rate
rates. MST(R) would cost £10 million in 1983%-84 and
£15 million in full year. Cost of
revalorisation of profits limits shown
opposite. 10 15 16
(Continued/..) |

e
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BUDGET PACKAGES PACKAGE: SMALL FIRMS AND ENIERPRISE
SUMMARY NOTE Foud T T T :ﬂ\' DATE o4 January 1983
MU \d LL/'....;;.ﬁ uh--‘
REVENUE CO3T £m
I'IEM STATE OF FLAY
1983-84 1884-85 Full Year
(o) Schedule D Cese 5 trading | Revenue submission (Mr Taylor Thompson) of
losses (starter number 167) 22.12.82 to FSr'; Chancellor's meeting 12.1.83
agreed that should remain on the table. under 1 under under 1

(p) De minimus limit for Heyvenue submission (Mr Préscott) to MST(R)
assessment of apportioned 18.1.83
income (starter number 152) undexr under 4 under

M3T(R)
(q) Relief for interest- Revenue submission (Mr Crawley) to FST
employee buy-outs (starter pending. Wider repercussions could increase
number 189) cost. under 1 2 5
(r) Close companies: ACT Revenue submission (Mr Battishill) of 7.12.83
livit on loans (starter to MST(R); Chancellor's meeting on 12.1.8%
nunber 181) agreed that this should be examined alongside

MST(R) nortgage interest relief ceiling. under -1 ander 1 under 1

(Contined/...)
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE

CONFIDENTIAL

: SMALL FIRMS AND ENTERPRIGE
: 24 January 1983

REVENUE COST £m

ITEM STATE CF FPLAY '
1983-84 1984-85 Full Year
(s) Enterprise Bonde FP (Mr Reed) submission to FST 17.1.83 -
recommending against. Cost not quantifiable. - ~ -
(t) CGT: monetary limits Revenue submission (Mr Bryce) to FST 13.1.835,
package. FST (17.1.83) commended package to Chancellor. under 1 under 1 under
TOTALS 49 57 118

(u) VAT annual accounting
(starters number 5)
EST

Remains on starters list and Customs

(Mr Fraser) submission 20,1.82 to EST. But in |

view of substantial 1983-84 cost {up to
£190 willion) and Ministers' lukewarm reaction
at 15.12.82 meeting, not costed into package.

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

C F LG R T T A
..-' 3 H I—;-"
Ui\\u i B --".'...ﬁ N i Eﬁ'g\L

CCNFIDENTIAL

DATE

Minister in lead:
Official in lead:

PACKAGE:

W1IDER SHARE OWNERSHIP

24 January 1983

FST
Mr Moore

REVENUE COST &£m

ITEM STATE OF FLAY -
1983%-84 1984-85 Full Yesar
a) Reintroduce "top hat™ Chaencellor's meeting E12 .1,83) rejected _ _ _
reliefs scheme Mr Jenkin'!s nroposal (his letter of 6.12,82)
b) Minor changes to existing Mr Jenkint's letter (6.12.82). Revenue
schemes (Mr Martin) submission 21.7.83. Potential
cost up to £100m, not included &t this stagel
c) lMajor opticns for change:
i) Increase annual upper | ) '
liuit for profit sharin 25 25 22
schenes from £1250.
ii)  Incrzase monthly limit| ) Chancellor's meeting (12.1,.83) discussed.
sevings-related share | ) Revenue (Mr Martin) submission - - -
cption schemes Y 21,1.83., Parallel submission on (ii) from
HF division (Mr Monck) to EST 24.1.83
i1i) Extend instalment 10-15 10-15 10-15
neriod under chizre
ontion schemes )
CG """“;I_ N E,‘ :%L PAGE NUMBER 1
h:-.# e B q i i






BUDGET PACKAGES

CONFIDENTIAL

PACKAGE:

WIDER SHAZRE OWNERSHIP

24 January 1583

PN B, AFT Ny o pors
SUMMARY NOTE CONEDTNTI Al DATE
> B F 4 o weezd 9 R EJ‘
REVENUE COST £m
ITEM STATE OF PLAY ‘
1083--84 1984~85 Full Year
d) Cotions tax shares scheme Bank of England paper (40.1.83) discussed
briefly at Chancellor's meeting (12.1.83), 20 20 20
Revenue (Mr Martin) submission
21.1.83. Costs imponderable; likely
maximum shown opposite. :
e) Reliesf from stamo duty for
Hamall parcel’ share
transactions
£) Emvleves bonds Rejected at Chancellor's meeting (12.1.83) - - ~
z) "Loi Monarv" relief
TOTAL 55-60 55-60 55-60
PAGE NUMBER 2
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BUDGET PACKAGES
SUMMARY NOTE

DATE

PACKAGE:

TECHNOLOGY AND INNOVATION
24 January 1983

Minister in lead: CST unless otherwise stated
Official in lead: Mr Bailey

REVENUE COST &£m

ITEM STATE OF PLAY
1983-84 198485 Full Year
(a) Extension of transitional | Financial Secretary agreed extension 12.1.83 nil 10 -
period for capital allowances | following Revenue (Mr Battishill) submission {10 in
on British films. 32.12.81: wmay be announced in week ending %282;22’
21.1.83., 1984-87
FsT period)
(b) Extension of transitional | Financisl Secretary agreed extension 7.1.83 nil nil -
period for capital allowances | following Revenue (Mr Battishill) submission (30 in
for rented teletext/viewdata of 23.12.82. 1985-86,
65 over
televisions. 1085-88
period)
FST
(continued/..)
PAGE NUMBER 1
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BUDGET PACKAGES
SUMMARY NOTE

DATE

TECHNOLOGY AND INNOVATION
24 January 1983

REVENUE COST £m

ITEM STATE OF PLAY
1983-84 1984-85 Full Year
(¢) Small Engineering Firms ) ) ) )
Investment Scheme, % % % £
) ) )
(d) "Alvey" - support for % Mr Jenkin's proposals contained in his % g
research in advanced IT. ) letter of 12.1.8%: involve expenditure of ) ) )
g £33 million in 1983-84 and £60 million in % g g
(e) "Support for Lnnovation" ) 1984-85 and 1985-85. J(pe). 45 )(pe) 75 ) (pe) 75
prograume. % ). g g . _
) ) 3(1985—86)
| % >
(f) Otner expenditure items. The letter also contained proposals for 9 % ) D
other items, involving expenditure of ) % %
£234 million in”"198%-84, £68 million in % g 3
1984-85 and £85 million in 1985-86. This )
gives total DOI bids of £67 million, ig g §
£128 million and £145 million respectively. ) )
A submission on Mr Jenkin's %etter is in = = —
. . Mr Lovell) who suggest 45 85 115
preparation in T4 ( :
bids be costed at 45,75, 75 . TOTALS (1985-86)

CONFMDZNTIAL
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BUDGET PACKAGES
SUMMARY NOTE

e TR A |

B L e R L

. EOA . - H o

B s T S N l
Nt B ML omLE s D

-

DATE

PACKAGE:

CONSU'RUCTION
24 January 1983

Minister in lezd: CST
Offieial in lead: Mr Moore

REVENUE COST £m

TTEM STATE OF PLAY
1983-84 1984-85 Full Year
(a) Mortgage Interest Relief Revenue (Mr Stewart) submission 3.12.82 to FST{ 75-100 100-125 75=100
ceiling (starter no 105) Chancellor's meeting 24.1.8% to discuss.
FaT Cost figures assume increase to £35.000
(b) Stamp duty threshold Consultative document to be issued this month.
MS1(R) Chancellkor to ha?e a meet}ng to discuss.
Minister in lead - MST(R). Offieial in
lead - Mr U'Leary (IR). Usually regarded as
an alternative to (a) - costs not therefore
included in total cost of package. Incréase
in threshold of £5,000 would cost £60m in
1983-84 and £70m in 1984-85 and g full year.
(¢) ILT - own use determent Revenue (Mr Beighton) submission 13.71.8% to - less than 1 >
(starter no 178) MST(R) recommends extension of existing
MST(R) deferment provision.

C!’ﬁ‘ P, FTTErOY T Poemy AL
R R S L M
b I FIEPE T - O e |
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BUDGET PACKAGES CC ‘\": T "'\:_” T PACKAGEF:: CONSTRUCTION
B NE G 4 S E el e
SUMMARY NOTE DATE 24 January 1983
REVENUE COST £m
I1TEM STATE OF FLAY - ‘
1983-84 1984-85 Full Year
(3q) Home Improvement - repair |Mr Heseltine's letter of 6.1.83, C8T has - - -
grants or erveloping. recently turned down proposals to extend both
(letter of 10.1.83 to Secretary of State for
Wales).
(@) Extend capital allousnces | Mr Heseltine's letter of 6.1.8%, FST legss than 1 1 5

for assured tenancies %o shared
ownership.

minuted Chancellor (19.1.83) advising against

action.

INI i ZiN

woeing

g
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R

PACKAGE: CONSTRUCTION
DATE i 24 January 19832

-

ITEM

STATE OF FLAY

REVENUE COST £m

1983-84 1984-85

Full Year

(f) Minor items in
Mr Heseltine's 6.1.8% letter
including:

(ii) capital allowances

for refurbishment
of industrial and

commercial buildings.

inerease proportion
of office space
qualifying for
Industrial Building

Allowance.

(Contined/..)

L L NP LN L N N T W

Revenue submission pending

legs than 1 na

less than 1 na

na

1525

e
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Fe ; 3 - . oo _ N
BUDGET PACKAGES N b L e s AL

KR PACKAGE : CONSTRUCTION
SUMMARY NOTE

DATE : 24 January 1983

REVENUE COST £m
ITEM STATE OF FPLAY -
1983-84 1084-85 Full Year
(iii) Allow private Revenue submission pending. less than 1’ 2 5

lsndlords to offset
repair costs against

all income

Note: FP (Mr Robson) to prepare submission
on package as a whole for CST.

Note: Possible increases in local authority
expenditure, which would reduce shortfall

but not add %to public expenditure, are not
costed into package.

TOTALS 7'7-102 108-1%3% 105-140

CONFL AL Pt o






BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTTAT

AR o B L PACKAGE :
o —t N & s-d* DATE :

OIL TAXATTION
19 January 1983%

Minister in lead: MST(R)

Offiecial in lead: Mr Middleton

(Starter no. 164)

review of prioritieg for FB.

REVENUE COST £m
ITEM STATE OF FLAY -
1983-84 1984-85 Full Year
&) North Sea Regime, phasing Chancellor agreed package (meeting 5/1/8%).
out APRT etc. (Starter Secretary of State for Energy pressing for 40-200* 160-500*  |345 (1985~
no. 109) more. Revenue (Mr Crawley) submission of 86)
18/1/83 on APRT: further submission to 310 (é3§6-
MST(R) shortly.
B) PRT expenditure reliefs and | Consultative document issued (May 1982). - - -
receipts (Starter no. 115) | Revenue (Mr Crawley) submission 17/12/82.
Costs very dependent on optiocns; 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 15.12.82) subject to iless than 1 2 yield 2 yield
allowed expenditure reliefs yield

Note - Digher figures reflect cost 0f proposals of Secretary of State he E ujm. PAGE NUMBER 1

Full year consequenftials of these are not quantified.






BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL

PACKAGE:

_,& ;;,-uur--.-@ r:-:!. !Wg A

WAl i DATE

OIL TAXATION
19 January 1983

REVENUE COST &m

ITEM STATE OF PLAY -
1983-84 1984-85 Full Year
rﬁ) PRT: relief for direct MST(R) agreed (wtng. 15/12/82), subject to |
exports from tanker-loading Finance Bill space. Nil cost - - -
fields (Starter no. 163).
E) PRT: oil allowance: option MST(R) agreed (mtng. 15/12/82)}, subject to
to take against oil only review of priorities for FB space. Nil cost. - - -
(Starter no. 162).
F) PRT: exenpt gas & payback Inland Revenue awaliting details from a na na na
(Starter no. 166 company of possible injustice. Submission
from Mr Crawley next month. No costings
possible until details received.
G) PRT: relief for transfer of| MST(R) agreed (meeting 15.12.82) subjeet to 1 less than 1] less thanl
gas between fields in same review of priorities.
ownership (Starter no. 167).

‘.?",:6 .r-!;. ',:’rx\-’_- ;g:.u
CONFIBENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTTAL

PACKAGE:

DATE

OIT, TAXATION
19 January 1983

REVENUE COST &m

THIEM STATE OF PLAY
198%-84 198485 Full Year
| H) Recovery of corporation tax| MST(R) agreed (minute of 6/1/83) subject to less than ]l|less than l]less than 1
unpaid by non-residents review of priorities for FB space. yield yield yield
from licensees (Starter
no. 184).
I) 0il valustions to reflect MST(R) has advised Chancellor (22/12/82) that
normal credit terms legislation needed to counter risk of loss of - - -
(Starter no. 187). £200m of revenue. Nil cost.
J) Relief for gas sales direct{ MST(R) doubtful ( note 30.11.82) if proposal
to industrial consumers werits space in Finanece Bill but will review. - - -
(Starter no. 192). Nil cost.
4 85-86
TOTAL 40-200 158-498 45 (85-86)
210 {86-87)
N T T PAGE NUMBER 3
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BUDGET PACKAGES
SUMMARY NOTE

CO?T EpTree e, pm=z L L PACKAGE:
OiHn i TIA DATE

TCOURISM

19 January 1983

Minister in lead: EST
Official in lead: Mr Moore

REVENUE COST £m

ITEM STATE OF PLAY .
198%-84 1984-85 Full Year
FP (Mr Robson) submission of 13.1.83% to EST
examined the case for a tourism package and
the measures it might ineclude. These are:-
(a) VAT reliefs In view of the very high costs and the strong - - -
presunption against such action, this item has
not been costed into the package.
(b) Rating reliefs Because of the difficulties involved with his - - -
proposal, it has not been costed into the
package.
(¢) Capital allowances There are two main proposals:-
(i) an increase in the existing 20%:initial nil nil (around 10
of . after 4
allowance to, say, 50%; rears)
(ii) extension of allowances_to smaller nil nil (around 5
(continued/..) hotels and self-catering accommodation. 32232)4
CO Ni aw._a iiﬁ‘\ PAGE NUMBER 1






BUDGET PACKAGES
SUMMARY NOTE

CONEIDENTIAL PACKAGE:

DATE

TGURISHM
19 January 1983

REVENUE COST £um

TITEM STATE OF FLAY —
1983-84 1984-85 Full Year
{(d) Increased grants under (pe) 3-4 (pe) 3-4 -
Sector 4 of Development of
Tourism Act.
The EST minuted the Chancellor on 19.1.83
recommedding against all of these measures.
TOTALS {(pe) 3-4 (pe) 2-4) ~

CONFIDENTIAL

PAGE NUMBER 2






BUDGET PACKAGES
SUMMARY NOTE

CONFDENTIAL

DATE

PACKAGE: AGRICULTURE
: o4 January 1983

Minister in lead: FST
Offieigl in lead: Mr Moore

REVENUE COST £m

ITEM STATE OF PLAY
108%-84 1984-85 Full Year

(a) CIT agricultural relief JBoth recommended in FSU''s minute to Chancellon - = -
for let land. %of 18.1.83. They are also part of the CIT

Yitem (1) in the Small Firms and Enterprise
(b) CIL payment by instalments %package, and therefore not costed here. - - -
(e) CGr rollover relief for Revenue (Mr Byrce) submission to FST pending nil 3 5-6
let agricultural land. on latest round of correspondence with

outside advocates. 7Potential repercussions

could increase costs.
(d) Rental income to be This was included in the packages note of - - -
treated as earned income. 9.12.82. But in view of the fact that it has

been examined and rejected on many previous

occasions, Hevenue suggest it should be

deleted without a submission.

Proposals in MAFF letter of 21.1.8% to FST

not included in package as yet.

TOLTALS - ] 5-6

CONFIDEIN . NTIAL
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE: BETTING AND BREEDING
! 19 January 1983

CONFIDEINTIAL 2w

Minister in lead: ES1
Official in lead: Mr Moore

ITEM

STATE OF PLAY

REVENUE COST £m

1983-84

1984-85

Full Year

(a) VAT on bloodstock

(b) General betting duty

(e¢) GAMING: redistribution of]
taxes towards larger casinos,

EST'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::

i

EST to wminute Chancellor on package in due course

Customs (Mr Knox) submission of 7.12.82
explained difficulties; Chancellor commented
(9.12.82) that objections seemed pretty
decisive.

Customs submission (Mr Knox) of 11.1.83
analysed implications of 2% reductioh in duty
(cost £65-75 million g year) and recommended
against. EST minute to Chancellor (18.1.8%.
sgreed .apd suggested that any concession® .:,
should ke on "tax on tax" point. Latter
therefore costed in package.

Customs submission pending.

15-20

lia

15.20

na

15.20

na

—

TOTALS

21-26

21-26

21-26

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE:

CC. LR T ,}éiﬁi‘:?; DATE

CARING AND CHARITIES

12 January 1983

Minister in lead: CST
Offieial in lead: Mr lMonger

REVENUE COST £m

TTEM STATE OF PLAY :
1983-84 1984-85 Full Year
(a) Extension of Widows' #8T recommended (11.1.83) following Revenue
Bereavement Allowance for (Mr Isaac) submission of 22,12,82. Chancellor
further year. (12.1.83) said that decision should be taken
in context of this package, so decision pendij*; 20-25 25+30 25-30
(b) Restoration of 5% ) E(pe) 20 (pe 56) 60
abatement of invalidity %Neither currently included in package ' (1985-86)
benefit. Jemerging from MISC 88. But discussions
{on small changes continuing: (¢) a
(¢) Removal of invalidity Jpossibility but (H) unlikely. (pe) 7 pe 15 17
benefit "trap". 2 (1985-86)

(continued/...)

)

CONFIDENTIAL
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BUDGET PACKAGES = per gem) PACKAGE: CARING AND CHARITIES
SUMMARY NOTE CONI‘!DENTEAL DATE : 19 January 1983
REVENUE COST £m
ITEM STATE OF PLAY '
198384 1984-85 Full Year
(d) Development of voluntary | ) (pe) 8 (pe) 8 (pe) 8
_ ) (1985-86,
etec care services for elderly. ) 25 over
% Proposals in Mr Fowler's paper, for 5 years)
(e) Extension of Invalid Care | discussion at Family Policy Group (o date (pe) & (pe) 12 538%5236)
41llowance. g fixed) , on care of the elderly.
)
(f£) Abolition of Dependent ) 20 saving | 20 saving 20 saving
Relatives Allowarnce. g
(g) Abolition of &250,000 Revenue submission (¥Mr Beighton) pending, under 1 under 41 under 1
ceiling for CTT exemption on | following FST and CST (minutes of 20,12.82
gifrs to charities, and 21.12.82) agreement that should be
considered.
(h) Deeds of covenant: 4 Revenue suggestion, but no submission to nil 12 1-2
increase in ceiling for higher| date. Costs are for increase from £3%,000
rate relief. to £3,500.
(Continued/...)
PAGE NUMBER 2






BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL 5z

CARTING AND CHARITIES
19 January 1983

ITEM

STATE OF FLAY

REVENUE COST &m

1983-84

1984-85

Full Year

(i) VAT prelief for charities.

(j) Other fiscal measures:;
{i) relief for payrecll
giving;
(ii) relief for individual

donations;

(iii) relief for company

donations;

(iv) relief for seconded
staff;

(v} covenznted payments

ETOSS.

{Continued/...)

L R A I A s )

Customs submisgion (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, although all have
been réjected in the past. Ttems (iii) and .
(iv) advocated in Mr Heseltine's letter of
6.1.8%. Not costed at this stage. -

Mr Heseltine's proposal that charitable
status be extended to sport and recreaticnal
bodies not included.

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

T

CONFi:

5
PN

i’&q

HAL

PACKAGER:
DATE

CARTNG AND CHARITIES

19 January 1983

REVENUE COST £m

T'1EM STATE OF FLAY
1983-84 1984-85 Full Year
(k) Other public expenditure )
measures: %
(i) investment grants to % _ (pe) 5 (pe) 5 (pe) 5
voluntary sector; ) To be covered in planned ST (Mr Monger) (1985-86)
) submission on package.

(ii) central grant to ) (pe) 5 (pe) 5 (pe) 5r
National Association g (1985-86)
of Councils of )

Voluntary Service. %
Note: Additional provision has been added (pe) 5 (pe) 15 (pe) 15
s . . (1985-86)
as a contingency margin agaiost expected
bids by Mr Fowler for minor benefit changes.
TOTALS 55-60 125-1%0 130-143
of which public expendiutre o4 117 122

”“{

ﬂd‘\i—
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BUDGET PACKAGES
SUMMARY NOTE

PR B PR TR IvmY A E
3 s pTet
\\kns"ﬁ' Vi FE ler % w oA \Abu DATE

Minister in lead: FST and MST(R)

PACKAGE: FAIRNESS IN TAXATION

: 19 January 1983

Officiagl in lead: Mr Moore

T'1EM

STATE OF PLAY

REVENUE COST &m

1983-84

1984-85

Full Year

(a) Fringe benefits:
scholarships (starter no 197)

(b) Fringe benefits: other
(starter nos 133 and 134 )

(¢) CGT: capital loss buying
and groups of companies.
(starter no 142)

(continued/..)

Chancellor decided (meeting 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 contain announcement

about uprated car and car fuel benefit scales

for 1984-85. Minister in lead - FST.

Revenue (Mr Blythe) submission shortly. Costs
depend on options for change and are not
yet gquantifiable.

Revenue (Mr Beighton)submission pending.
Minister in lead - FST. Current annual
revenue loss of £30m, but yield from measure
depends ‘on indexation and is not quantifiable.

under 1

na

na

under 1
vield

na

a

under 1
yield

na

na

=,

vy

i

Eil

Pl |
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o

Y
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BUDGET PACKAGES
SUMMARY NOTE

BNE indiseN g é.—f-“itl. DATE

FATRNESS IN TAXATION

! 19 January 1983

REVENUE COST &m

TEEM STATE OF FLAY -
1983-84 1984.-85 Full Year
(a) Group relief: avoidance | Revenue (Mr Battishill) submission shortly. na 30 yield 20 yield
(BL). (Starters no 119) Minister in lead - MST(R). Identified current
revenue 1loss of £30m: yield in first.year
not quantifiable. .
(e) Life assurance: chargeable| Announcement of intention ta legislate given under 1 under 1 under -1
events: secondhand bonds on 24.6.82., Drafting of legislation nearly yield yield yield
(starters no 110) complete. Minister in lead - FSTj official
in lead - Mr O'Leary (IR}."
(f) DLT: disposals by Revenue {Mr Beighton) submission on 5,11.82. 2 yield 2 yield 2 yield
non-residents (starters no 149) Discussions being held with Law Society ami
RICS,
{Continued/..)

PAGE NUMBER »






BUDGET PACKAGES
SUMMARY NOTE

DATE

PACKAGE:

FATRNESS IN TAXATION

* 19 January 198%

REVENUE COST £u

ITEM STATE OF PLAY .
1983-84 1984-85 Full Year
(g) Stock relief: payments on | Revenue -(Mr Battishill) submission 2.12.82. under 1 10-15 15
account (Starters no 154) MST(R) authorised drafting of legislation yield yield yield
(19.1.8%); item to be reviewed in light of
other wmeasures affecting cqnstruction industry,
(h) Stock relief: deny to Revenue (Mr Battishill) submission shortly. ; under 15-30 20-40
commodity/bultion dealers Minister in lead - MST(R) vield yield yield
(Starters no 153)
(i) Interest charges on late Revenue-(Mr Blythe) submission shortly. under I under 1 5-10
paymeuts of directors PAYE, Minister in lead - F3T. yield yield yield
(3) Application of PAYE to Case won in courts. No legislation heeded. - - -
earnings from offshore
employment. < .
(Continued/..) .

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE:

CONFIDENTIAL o

FATIRNESS IN TAXATION

: 19 January 1983

REVENUE COST £m

ITEM STATE OF PLAY .
. 1983-84 1984-85 Full Year
(k) VAT: blocking input tax on |Rejected at Chancellor's meeting (15.12.82) - - E
petrol and derv. '
(1) Taxation of international Draft legislation published December:1982;
Business (Starter 157) comments sought by mid-Febfuary. Miﬁister in
lead - MST(R); official in lead -
Mr Taylor Thompson (IR). Current tax loss
through avoidance estimated at around £/00m;
yields on an April 1983% start date would be
| less than &1m for 1982-84 and £100m in a
full year. |
TOTAL YIELDS 5 yield | 58-78 yield| 73-98 yiel:

PAGE NUMBER &






2-41

NOTE C

24 January 1983

OTHER FISCAL RISKS
£ million
1983-84 1984-85
Possible Public Expenditure
Unemployment. Two candidates may be proposed:-
i. Extension and modification of TSTWCS 115 100

jii. Continuation of Enterprise Allowance
Pilot Scheme 2 117

o

103

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 250 500

Petrocbemicals. A review of current problems

may lead to proposals to give assistance either

by way of PRT modification or by public

expenditure means 100 100

467 703
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 140 140

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.

[y
[g¥
5
—
o~
e ]

(o]
o~
o}
(58
Q
o

=]
[ ]
=]
—
jon}
ol
48]

TOTAL

Scored at NIL as either not likely to proceed or charged to the Reserve.

Other risks

(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.

(i) 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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SUMMARY NOTE

CONFIDENTIAL

DATE

: 24 January 1983

PACKAGE: SMALL FIRMS AND ENTERPRISE

REVENUE COST £

T'I'EM STATE OF PLAY
1983-84 1984-85 Full Yeer
(1) Enterprise agencies: Discussed at Chancellor's meeting on 12.1.83, -
widening of qualifying where presumption against. Revenue
conditions for relief. (Mr Battishill) do not, therefore, intend to
make a submission and no cost figures are
included. - - -
(m) VAT vegistration/ Customs submission 24.12.82: Ministerial
de-~-registration thresholds. decision reached. 5 10 10
EST
(n) Corporation tax: small Revenue subumission (Mr Green) pending. 1%
companies profits limits and point reduction in small companies rate
rates. MST(R) would cost £10 million in 1983%-84 and
e
£15 million in full year. Cost of
revalorisation of profits limits shown
opposite. 10 15 16
(Continued/..)
—
PAGE NUMBER

CONFIDENTIAL
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T)rnggég FROM: ADAM RIDLEY
~ 25 January 1983

thlgwﬂpu&%upd:-f(oFP?
CHANCELLOR cc F3T
PACKAGES: HELP FOR EN@Eﬁ%ékSE TRUSTS?

Page 4 of the Budget packages attached to Sir Douglas Wass'

Py : e
" minmute to you of January 24 records a decision not to proceed

with further examination of r widening the gualifying
conditions for tax relief fc : Agencies. This may well
be a sensible decision. 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 1
have already heard 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.

AN

4 N RIDLEY
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Financial Times Tuesday January 25 1983

- EDITED BY CHRISTOPHER LORENZ
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THE development of enter-
. prise trusis — locally based
agenecies set up to provide
advice and other suppert for
'small . firmg — could be held
.up by a shortage of big com-

. ¢ . is the worrylng
‘message {rom Business In the
" Community, the erganisation
sel up in 1981 to encourage
big business to take a wider
economic and soeial interest
An local communities,

- *The indications are that
the situation is deleriorating
rather than improving ”, eom-
ments Tony Pelling of BIC.

O0f the 85 enterprise
agencies established by ihe
end “of last year, (hree
quarters are managed by
setondees from a narrow hase
of large companies—inclod-
ing ICI, Rank Xerox, Marks
‘and Spencer, Whithreads and

the clearing banks .

! “The present growth of
agencies, with 50 to 60 at
‘various stages of develop-
ment and a possible target of
200 hy the end of 1983,
elearly shows ihat the
problem is acute,” adds
Pelling. :

panmsedondees to run- them..
. This . " expertlse .

-of TBM.

. London, SEl

'S'e_cohdment_i)eneﬁts enterprise frusts,
- says Tim Dickson, but ... -

The supply of people
is drying up

‘Many companies, he
bhelieves, are stlll ignorant of
the wvalue of secondees, not

-only as a means of {nereasing

their commuaity invelvement

.but as & management train-

ing tool. “The secondee brings
and experienes
which the receiving
organisation. eould not other.
wise afford to buy in. He is
given an opportunity to
practise and test business
skills Im an alternative
environment and te develop
previously unused skills.”
In an attempt to spread the
secondment - “ gospel ” mare
widely, BIC is organising a

* conference on the role of

business in the community to
be held in London on April
13. It will be chaired by Sir

. Alastair Pilkington and other

speakers will' inelude Sir
Héetor Laing and Len Peach
. The organisers are
particularly keen in attraet

-chief exetutlyes and senior

management. Further detafls
from Business in the Com-
munity, %1 Waterloo Road,
Tel.: 01-928
8423. -
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DATE : 27 JANUARY 1983

CHIE} SECRETARY C.C. Chancellor of Excheque.
Yinancial Secretary
Minister of State - C
Minister of State - R
Sir Douglas Wass
Sir Anthony Kewlinson
Mr Middleton
Mr Bailey
Mr Byatt
Mr Kemp
Mr Lovell
Mr Moore
Mr Mountfield
Mr Gordon
Mr Kelly
Mr R Allen
Mr Ridley
Mr French

Mr Corlett/IR
Ps/1R
PS/CKE

BUDGET PACKAGE : CONSTRUCTION INDUSTRY

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.

( q ((/)
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BUDGET PACKAGE : CONSTRUCTION INDUSTRY

This note examines the position and prospectis for the indusiry, 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 seven

people or less.

3. There has been a substantial decline in the industry dating back to the early
19708. The industry has suffered from the recession. On top of this there has

been a marked decline in public expenditure on construction.

L. Table 1 (which has been produced by the Joint Forecasting Committee of the
Building and Civil Engineering EDC) shows that in the early 1970s the public
sector accounted for about half the industry's output. Since then public

sector construction orders have fellen by 40 per cent.

5« Turning to the more recent past, table 2 sets out the position.

Table 2
GDP{0), Manufacturing and Construction Output
Index 1975 = 100
(seasonally adjusted)
GDP(0) Manufacturing Construction
ocutput output
1979 H1 110.3 109.3 39.9
H2 110.4 T 10400 102.7
1980 H1 108.8 99.2 99.4
H2 105.5 91.0 92.4
1981  H1 1042 88.2 85.4
H2 104.8 89.8 8.6
1982 Q1 104.6 89.5 84.5
Q2 04,9 89.0 84.8
Q3 105.3 88.0 88.0
% change : 1982 Q3 on 1979 H1 -4.5 164 -11.9
% change : 1982 Q3 on 1981 HA1 +71a -0.2 +3.0

-1 =






CONSTRUCT'ION

6. ©&ince the previous cyclical peak in the first half of 1979, GDP has fallen

by around 4% per cent. The falls in manufacturing and construction output have
been considerably larger, at around 164 and 12 per cent respectively. The recent
trend in manufacturing output has been downwsrds: a fall of 1 per cent was recorded
between the second and third quarters of 1982 and, in the latest three months to
November, it declined by a further £ per cent. There was, however, a sharp rise
of about 37 per cent in construction output 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 somewhat less, by around
20 per cent, and there was some evidence of a recovery during 1982, Other new
work, 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 20} million employees in employment in the economy as a whole. This compares
with the figure of around 5% million employed in the manufacturing sector.

The numbers employed reached a cyclical pesk 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; 71.43 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, however, 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 information about the numbers of self-
employed in construction : the last published data was drawn from the 1971
Census of Population updated by the 1979 Labour Force Survey, but preliminary
indications from the 11981 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 construction. Revised statistics, reflectin both the 198 Labour Force

Survey and the 1987 Census of Population will not be published until mid-February.
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B. Frospects for industry

10, Looking to the future, the overall picture is one of significant recovery
in crders for housing with a rather lese clear picture emerging for other new
work. Public and private housing starts in 1982 . were well up on
their average 1987 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 18 per cent.

17. JFYorecasts for construction activity generally indicate the prospect of modest
overall recovery. The EIX 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 & 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 manufacturing. Cambridge Econocmetrics see

the construction industry as the only one likely to 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
£104 billion in 1983-84 representing 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 time in the last decade.
In recent years it has fared 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) to develop a case for
assistance on the grounds that the industry has been harder hit by the recession
than others (particularly given its relativelygood prospects). Nor can it be
claimed that the knock on effects on related industries (building materials,

furniture, timber)are different from those in other sectors.
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15. Twoc further arguments have been advanced, The first is related to the fact
that public sector orders (excluding nationalised industries) are a crucial
determinant of the volume of business it can get : they account for about

4O per cent of the industry's output. The industry argues that the Government
has been excessively indifferent tec its interests in going about cutting public
expenditure by failing to ensure a better balance between capital and current
expenditure and to see that plenned 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

LO per cent.

16. This amounts to an argument for compensation - in acknowledgement of a
perceived part in eguity. In economic terms it is hard to see it as a case for
aid. The industry has had to adjust tc both structural changes as well as
the problems of the recession. The structural changes partly reflect demographicall;
induced reductions in requirements for education,partly the near completion of the
major road building programme but mainly the decision to reduce public sector

Yo

‘ects

17. The 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). T%--- - --=t-3-3- - good nnint
4 care. 4L reidues LU ulrec'spending on
€ ... _ . L . ¥y house building. Acting on the industry

by means of tax measures, such as improved mllowances for capital expenditure,
has effects on jobs and output much more ekin to the generality of budget measures

&8 these are not linked so closely to additional construction activity.

18. Bearing that in mind, simulations on the Treasury model show that
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D.Possible Packsages

19.The components of a package ought to be judged sgainst three criteria

(a) do. they work with or againet the prccess of change in the industry?
There is little point in stimuleting capacity in an area which is in

secular decline.

(bl do they produce results quickly. In some instances in the past
efforte 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 sterting.
(c) do they have intrinsic merit.
20. Annex I summerises the various budget representetions 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 cepital investment in 1983-84 and £1,500 million in 1984-85.

21. The remainder of this note sets out the possible measures on the tax side.

A separate submission is being made on possible expenditure measures.

E.Tex Measures

22. The most expensive item in the industry's representations (et least in the
short run) would be to extend VAT zero rating to repairs and maintenance.

This would cost up to £320 million in 1983-84 end £425 million ina full year.

Such an extension 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 te restrict

zero rating for mlterations on the basis of a then recent House of Lords decision
A new court case has caest doubt on the proposed new borderline between zero rated
slterations &nd standard rated repairs and maintenance and has delsyed implementa
Customs are appealing in the new case. II 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 -
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2h. Other expensive and frequently mentioned measures in the industry's shopping

list are increasing the ceiling for mortgage interest relief and raising the

thresheld and rate 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 £100-125 million in
1984-85. Raising 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 & 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 leest for a number

of yesrs.

27. The industry has proposed various improvements in capital sllowances 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 effecting the industry and this will only
pick up with activity in the economy gererally. In advance of that, enhanced
allowence will largely benefit companies who would have built anyway and who are

currently paying corporstion tax. On the specific proposals in this erea i

(a) extending allowances to the generality of commercisl buildings. This

would eventually build up in cost to about £1% billion a year;

(b) increasing the present 75 per cent allowance for the generality of

industriel buildings. This would eventually cost about £40 millian

a year. Both (7 and {) 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 industry. It was covered in

Mr Kuczys submission of 24 January to the Financial Secretary.

Cost under £1 million in 1983-84 but building up to £15-25 million.
Would increase the anomoly between cases below the new limit - which
would get relief on 100 per cent of expenditure - and those ebove -

which would get relief on only 74 per cent.
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(a) providing capital ellowance for the refurbishment of indusirial and

commercial property. Again this has been proposed by Mr Heseltine

a5 well as by the industry and again covered in Mr Kuczys submissicn
of 24 January. hllowances are already available for refurbishing
an industrial building. No justification for giving allowance to
refurbish & commercial building while there are no allowances for
constructing or pruchasing such a building. Cost in 1983-84 under

i1 million but eventual cost about £250 million a year.

(e) widening the definition of industrisl buildings. FProposed by

industry to cover, for example, wholesale warehouses, wholesale
tobacconiets and confectioners stores. ' Industry see it in part as
providing a simple boundary. It is very hard to see these properties
as industriel. It would meke it more difficult to maintain the
distinction between industrial and commercial property. FProposal

rejected last year by Ministers in context of small workshop scheme.

Improvements in capital allowances for hotels are being considered in relation to
a possible construction package. The Ebonomic Secretary has recommended an
increase to the Chancellor in his minute of 19 January. 1f this were agreed, it
could also be counted in the construction package. The EST's proposal would build

up in cost to about £10 million a year but have a negligible cost in 1983-84.

28. Apart from items {¢) and (d) above, Mr Heseltine has proposed two other

tax items with some bearing on the construction industry :

(a) extending capital sllowences to shared ownership properties.

This was covered in Mr Battishill's submission of 22 December.

In his minute to the Chancellor of 19 January, the Financial
Secretary was against this proposal. It would be in effect
another subsidy for owner-occupation and would involve lengthy and

complex legislation.

(b) allowing landlords for tax purposes to set repair and maintenance

costs against income from any source, not just fram rent income.

This was covered in Mr Kuczy's minute of 24 Jaznuary. Cost under £1 mill
in 1984-85 and £5 million in a full year. The present treatment
follows general tax practice that deduction against income can only be
made for expenses incurred in obtaining that income. A concession

here would complicate the law and stimulate demands for similar

trentment in other areas.
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29. Turning to development land tax, there is at present a deferment of DLI

liability on developmenis' for the owners own use. This was introduced in the
1981 budget and lasts until April 1984. The aim was to stimulate activity and
help the construction industry. Mr Beighton's submission of 13 January to the
MS1{R) examined the options for extending the deferment. The MST(R} is in favour
of an extension. There would be no cost in 1983-84 and a cost of £ million in

a full year. This would go into & construction package.

30, Certain indusiry representations have proposed sbolition of DLT. Ministers
have in the past rejected this on the grounds that it would open the way for a
Labour Govermment to put a much more onerous tax in its plece. They also rejected
a DLT holidey partly on politicel grounds and partly because the impact on the

construction industry seemed likely to be small.

F. Conclusions

31. 7The main parts in this note are :

(a) the construction industry hae been in decline since the early 1970s.
In more recent years it hes suffered no worse thaen menufacturing

industry. Its prospects now look better than those for manufacturing;

(b) in these circumstances the cese for helping the industry seems to rest
on the fact, for a given PSBER cost, it is a "good buy" in terms of
output and emproymerrt. But-this applies to public expenditure measures.
Tax measures to help the industry are similar in employment and cutput

terms to traditional budget measures;

(c) the only tax measure so far epproved by Ministers which could go

into the package is an extension of DLT deferment.
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ANNEX 1

REPRESENTATIONS ON THE CONSTKUCTI1ON INDUSTRY

a. Ministers

Mr Heseltine wrote as Secretary of State for the Environment to the Chancellor

on January 6 proposing :

(a)

(®)

(c)

(d)

{e

extension of capital allowances to housing developments for shared

cwnership;

allowing landlords to set repair costs for tex purpeoses against income

from all sources, not just from rent income;

providing capital mllowances to the refurbishment of industrial and

commercial property;

increasing the permissible proportion of office space in industrial

buildings from 10 per cent to 25 per cent;

on the public expenditure silde, extending repair grants to dwellings
builts before 1945.

This is the only Ministerial representation on behalf of the industry.

b. Organisations

2. The CBl's budget representations sought additiopsl 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 industiry bodies seek :

(a)

{b)

{c)

100 per cent capital allowances for the refurbishment and conversion

of commercial and industrial buildings for re-use;

-increasing '"closer to 100 per cent" the 7?5 per cent capital allowance

for industrial property;

increasing the permissible office content of industrial buildings

from 10 per cent to 30 per cent;'

-1 -






(d) widening the definition of industrial buildings;

(e) reducing the definition of a "long lease" from 50 years to 25 years;

(£} introducing capital allowances for the generality of new commercial
buildings;

(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 r