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BUDGET SECRET

Sectisn 8 : N.I,.S.

1. Our prime purpose is te help our Industries to
help themselves, by keeping down their costs, And
T have no doubt from the representatiens I have
received that the single measure that business
would most welcome is a reductien in the National

Insurance Surcharge.

2. This Surchaprge was impesed and then increased
by the previsus Gaevernment. Indeed, in their last
two and a half years in office the last Government
increased the cembined charge on employment, the
Empleyers’ Natienal Insurance Contribution and

the Natienal Inmsurance Surcharge, from 8% per cent

te 13% per cent.

3. The Surcharge is, of course, a tax on employment.
It raises production costs. It is not rebatable on
exports and it either puts up prices or cuts into
profits. But it is an extremely cost-effective tax.
It raises large amounts of revenue, at little
administrative cost. It is much easier te put

a tax of this kind on than te take i1t off.

4, This Government has already protected businesses,
and so empleyment, from any increase in Employers’
National Insurance Contribution rates for two

censecutive years. Had we not done so, employers

/would haye had -
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would have had to find nearly §1 billion more in the

coming year.

5. It is now time to offer more positive relief.

T accordingly propose to cut the rate of the National
Insurance Surcharge from 3% to 2} per cent. This
will help to reduce costs throughout the ecconomy and
will be of value to all businesses, whatever their

tax position.

6. The cut will operate from 2 August, which is

the earliest practicable date.

Y But T am anxious that industry should not suffer
from this unavoidable delay. I shall there?ores
propose an extra reduction between August 1882 and
April 1983. The effect of this will be to ensure
that business as a whole will enjoy in the last
two-thirds of 1982-83 the equivalent of a whole
year's reduction of 1 per cent in the Surcharge.

The cost of the relief during 1982/83 will be about

[£1,000 milliond.

[8. Paragraph on clawback]

9. The aim of the relief I have just announced is
to help profits and employment. If it were to find
its way into higher pay, that would totally defeat
the object of the exercise. In proposing the

/reduction, we are
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reduction, we are offering business and industry,
management and workforce, an exceptional opportunity

to improve their own performance and prospects.

/SECTION 9 : INDIRECT TAX
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Section 8 4Ada

NIS

ds. I have no doubt from the representations 1

have received that the single measure that business

would most welcome is a reduction in the National

Insurance Surcharge.

Za., This Surcharge was imposed and then increased by

the previous government. Indeed, in their last two

and a half years in office the last government

increased the combined charge on employment, the

employers’ National Insurance Contributions and

the National Insurance Surcharge, frém 831 per

cent to 133 per cent.

3. The Surcharge is, of course, a tax on employment.

Tt raises production costs. It is not rebatable on

exports and it either puts up prices or cuts into

profits. But it is an extremely efficient tax,

in that it raises large amounts of revenue, at little

/administrative cost.
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administrative cost.. It is much easier to put

on a tax of this kind than to take it off.

4, This Government has protected businesses, and

so employment, from any increase in employers’

National Insurance Contribution rates. The effect

has been to avoid §£1b. extra taxation of Jjobs.

This will help to reduce costs throughout the economy

and will be of value to all businesses, whatever

their tax position.

S It is now time to offer more pasitive relief.

I accordingly propose to cut the rate of the National

Insurance Surcharge from 3% tp 23 per cent.

6. Such a cut would in the normal course of events

operate from October. To maximise the benefit to

industry, I have however decided that it should on

this occasion operate from [the beginning of] August,

which is the earliest practicable date.

7. But I am anxious that industry should not suffer

/even from
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even from this unavoidable short delay. I shall,
therefore, propose an extra reduction between

August 18982 and March 1983. The effect of this will
be to ensure that business as a whole will enjoy in
the last two-thirds of 1982-83 the equivalent of

a whole year's reduction of 1 per cent in the Surcharge.
The [net] value of the relief during 1982/83 will

£ teo0
be about [4®80 million].

8. The aim of the relief I have Just announced

is to help profits and employment. If it were to
find its way into higher pay, that would totally
defeat the object of the exercise: creating and
maintaining jobs. It is crucial that bufsness

and industry, management and workforce, respond
constructively. The response to a reduction in .the
taxation of employment must be even greater moderation
in pay increases. Pay increases which are too high
operate to destroy Jobs in exactly the same way as
charges on employment like the Natdonal Insurance

Surcharge itself.
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Section 8 : N.I.S,

1. T have no doubt from the representations T
have received that the single measure that business
would most welcome is a reduction in the National

Insurance Surcharge,

2. This Surcharge was imposed and then increased
by the previous Government. Indeed, in their last
two and a half years in office the last Government
increased the combined charge on employment, the
Employerst! National Insurance Contributions and

the National Insurance Surcharge, from 81 per cent

to 131 per cent.

5 The Surcharge is, of course, a tax on employment.
It raises production costs. It is not rebatable on
exports and it either puts up prices or cuts into
profits. But it is an extremely efficient tax.

It raises large amounts of revenue, at little

/administrative cost.
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administrative cost. Tt is much easier to put

on a tax of this kind than to take it off.

b, This Government has already protected
businesses, and so employment, from any increase
in Employers' National Insurance Contribution
rates for two consecutive years. Had we not
done so, employers would have had to find nearly

€1 pillion more in the coming year.

5. Tt is now time to offer more positive relief.

T accordingly propose to cut the rate of the
National Tnsurance Surcharge from 3} to 21 per cent.
This will help to reduce costs throughout the
economy and will be of value to all businesses,

whatever their tax position.

6. The cut will operate from 2 August, which

is the earliest practicable date,

7. But T am anxious that industry should not

suffer from this unavoidable short delay. I shall

/theyefore,
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therefore, propose an extra reduction between August
1982 and April 1983. The effect of this will be to
ensure that business as a whole will enjoy in the
last two-thirds of 1982-83 the equivalent of a
whole year's reduction of 1 per cent in the
Surcharge. The cost of the relief during 1982/83

will be about §£1,000 million,

8. The aim of the relief I have just announced

is to help profits and employment. If it were to
find its way into higher pay, that would totally
defeat the object of the exercise. It is crucial
that business and industry, management and workforce,
respond constructively. Pay increases which are
too high can destroy jobs in exactly the same way

as charges on employment like the National

Insurance Surcharge 1tself.

/ Section 9 : TINDIRECT TA:

T now TUrN seesecae
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Section 8 : NATIONAL INSURANCE SURCHARGE

1. Our prime purpose is to help private commerce and industry
to help itself, by cutting its costs. And I have no doubt,

from the representations I have received, that the single measure
that business would most welcome is a reduction in the National

Insurance Surcharge.

i ; This Surcharge was imposed and then increased by the
previous Government. Indeed, in their last two and a half years
in office the last Government increased the combined charge on
employment, the Employers' National Insurance Contribution and

the National Insurance Surcharge, from 8% per cent to 13% per cent.

3. The Surcharge is, of course, a tax on empleyment. It raises
production costs. It is not rebatable on exports and it either
puts up prices or cuts into profits. But it is an extremely
cost-effective tax. It raises large amounts of revenue, at
little administrative cost. It is much easier to put on a tax

of this kind than to take it off.

4., This Government has already protected businesses, and so
employment, from any increase in Employers' National Insurance
Contribution rates for two consecutive years. Had we not done
so. employers would have had to find nearly &1 billien more in

the coming year than will actually be the case.

5. It is now time to offer more positive relief. I accerdingly
propese to cut the rate of the National Insurance Surcharge from

3% to 2% per cent. This will help to reduce costs throughout
BUDGET SECRET /the econamy
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the ecenomy and will be of value to all businesses, whatever their

tax position.

6. The cut will operate from 2 August, which is the earliest

practicable date.

7. But I am anxious that industry should not suffer from this
unavoidable delay. I shall therefore propose an extra

3 per cent reductien between August 1982 and April 1883. The
effect of this will be to ensure that business as a whole will
enjoy in the last twe-thirds of 1982-83 the equivalent of a
whole year's reductien of 1 per cent in the Surcharge. The

revenue cost of these changes during 1982-83 will be about

£1,000 million,

8. The aim of this relief is to help business costs in the
private sector, However public sector employers also pay the
Surcharge, and in order to leave them exactly where they would
have been without the change, appropriate reductions will be

made in the relevant cash limits and the Votes of central
Government and the NHS, in the Rate Suppert Grant teo local
authorities, and in the External Financing Limits of the
nationalised industries. The necessary changes will be announced

as soon as possible.

S The aim of the relief I have Just annocunced is to help
business cests and employment, If it were to find its way into
higher pay, that would totally defeat the object of the exercise,

and would obviously have to be taken into account in future. But

BUDGET SECRET /1 am confident
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I am confident that this will not happen.

10. In proposing this reduction, we are offering business and
industry, management and workferce, an exceptional opportunity
to improve their own performance and prospects. T believe that

they will take it.

/Sectien 8 ¢ TNDIRECT TAX
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Section 9: INDIRECT TAX

I come now to the indirect taxes. I propose

no change in the rate of VAT.

2. For the excise duties there has grown up in
recent years a sensible presumption that they should
be adjusted in line with the movement in prices

from one year to the next. That, after all, is

what happens automatically with VAT and the ad valorem
duties; and also to the perseonal tax allowances,

unless Parliament decides otherwise.

3. I start with the duty on tobacco. Last year

the duty was increased twice - in March as part of
the Budget measures and in July to help recoup the
loss of revenue from the Derv duty reduction. This
year the increase I propose will represent, including
VAT, 5 pence on the price of a typical packet of

20 cigarettes. There will be consequential increases
for other tobacco products. These changes will take

effect from midnight on Thursday.

4., Next, alcoholic drinks. I propose, to increase
the duties from midnight tonight by amounts which
represent about 2 pence on the price of a typical
pint of beer, 10 pence on a bottle of table wine,

and 13 pence on a bottle of sherry - all including

/VAT.
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VAT. The full increase in the price of a bottle of
spirits necessary to take account of inflation would
have been over 50 pence. However, in the light of
the representations about the state of the Scaotch
whisky industry which I have received from my

hon. Friends representing Scottish constituencies
and others, I have decided that it would be
appropriate to limit the increase on spirits to

30 pence a bottle; again including VAT.

5. Next, the oil duties. Last year, as the House
will recall, I felt it right to go some way to meet
the representations made to me by hon. Members in
favour of a lower increase in the case of Derv

than of petrol, in view of the impact of Derv duty

on iridustrial and distribution costs. I have decided

this year slightly to widen that differential.

5. There is a strong case for a larger increase in
the petrol duty than in the other duties, for our
average pump prices are currently among the lowest
in the European Community. They have moreover been
favourably affected by recent changes in the price

of 0il. Pump prices have been falling rapidly.

A Against this it has been impressed upon me
by a number of my hon. Friends from rural

constituencies, in Scotland, Wales and parts of

/England,
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England, that pump prices in remote areas are very
much higher than those in more heavily populated
areas. Yet dependence on cars for transport is

greatest in the more scattered communities.

8. On balance, I think it would be right, at
least at this stage, to forego a large increase in
the 0il duties. I propose, therefore, to limit
the increases in the duties on both petrol and
Derv to amounts which no more than compensate for
one year's inflation. The duty on petrol will
accordingly increase by the equivalent, including
VAT, of about 9 pence a gallon or 2 pence a litre.
This will still leave most pump prices lower than
they were at the end of last year. The duty on
Derv will increase by the equivalent, including
VAT, of 7 pence a gallon or 1.5 pence a litre.

As almost all Derv is used by businesses, this

smaller increase will help to hold down business

costs.
9. As last year, I propose no change in the rate
of duty on heavy fuel o0il. I am not able, as some

would wish, to cut the duty rate; but leaving it
unchanged will help industry as the duty burden

continued to fall in real terms.

10. Last year I undertook to review the rate of

duty applied to aviation gasoline, or AVGAS. I

/haye given
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I have given very careful consideration to the
representations which I have received on behalf of
air taxis, flying schools, crop spraying and other
specialist services, and from those concerned with
air travel in the Highlands and Islands of Scotland.
I cannot accept in full the arguments which have been
put to me, but I have decided that it would be right
to reduce the AVGAS duty rate to one-half of that

on petrol. This amounts to a reduction of about

32 pence a gallon or 7 pence a litre.

11. All these changes take effect for oil delivered

from refineries and warehouses from 6 p.m. tonight.

12. I also propose to increase most rates of vehicle
excise duty. For the motorist the increase will

be from $£70 to §£80. Duty levels on most other
groups of vehicles will be increased by about

12 per cent.

13. I propose to make two important changes in the
VED on commercial vehicles. I have decided that it
would offer a substantial, and justifiable, help to
small and medium sized businesses at this time to
bring the duties on about half a million light
commercial vans more closely into line with those

on cars. On the other hand, it would be appropriate,

in the light of the conclusions of the Armitage Report,

/to impose
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to impose on the heavier lorries - the 80,000 or so
of more than 9 tonnes unladen weight - a licence
duty which more clesely reflects the actual cost
which they impose on the road network. So the

duty on this category will be increased by about

a quarter.

14. The changes I propose for commercial vehicles
reflect the Government's intention to get a fairer
balance between the taxation burden on different
groups of lorries and their road coests. I propose
to take a further step in this direction by including
in the Finance Bill provisions for restructuring the
basis of VED on heavy lorries, to a gross weight
method of assessment, and for taxing all light
commercial vehicles in due course at the same rate
as cars. The House will recall that the framework
for this major reform of the VED system was set

out in the 1981 Transport Act. It will involvel
substantial changes in the pattern of commercial
vehicle taxation and I think it right that the

road transport industry should have time to
adjustment. I therefore propose that the rates

of duty on the new basis should take effect from

1 October.

15. And, last of the excise duties, taxes on betting

and gaming. Many of Lhe my hon. Friends pressed

/last year
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last year for substantial incresases here; and T
made some changes in July. Since then I have
looked at these duties again. I am conscious of
the dangers of going too far. ©So I propose no
further increase in the rates of duty on general
betting and bingo, both of which were increased
last July. But I have decided that pool betting
duty (which has been unchanged since 1974) should
go up from 40 per cent to 423 per cent from 1 April.
I 2lso propose increases from the same date in
the rates of duty on casinos, where I believe the

existing rates of duty are too low.

16. My rt. hon. Friend the Chief Secretary announced
last summer that Customs and Excise would undertake
a comprehensive review of gaming machine taxation.

A very large number of representations were received
during the course of this review, from and on behalf
of clubs, public houses, amusement arcades, and
others. In the light of these representations I
have decided that it would not be appropriate to
introduce an ad valorem duty on gaming machines,

or tg impose an excise duty on amusement machines
such as 'Space Invaders'. I have also decided

that duty should no longer be charged on 2p gaming
machines which are mostly to be found in the seaside

arcades.

/However, I have
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17, However, I have decided that there should be
significant increases from 1 October in most rates
of the existing licence duty on 5p and 10p gaming

machines. [Specifyl

18, The total effect of all these changes in excise
duties will be to raise an additional £1,150 million
in 1982-83, and £1,165 million in a full year.

The impact effect on the RPI, which is taken fully
into account in my forecast of falling inflation

in the year ahead, will be about three-quarters of

one per cent.

Section 10: OIL
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Section 9: INDIRECT TAX

I come now to the indirect taxes. 1 propose

no change in the 15 per cent rate of VAT.

2. For the excise duties there has grown up in
recent years a sensible presumption that they should
be adjusted in line with the movement in prices

from one year to the next. That, after all, is

what happens automatically to VAT and the ad valorem
duties; and also to the personal tax allowances

unless Parliament decides otherwise.

3. I start with the duty on tobacco. Last ysar
the duty was increased twice - in March as part

of the Budget measures and in July to help recoup
the loss of revenue from the_}erv duty reduction.
This year the increase I propose will represent,
including VAT, 5p on the price of a typical packet
of 20 cigarettes. There will be conseguential

increases for other tobacco products.

/Next, alcoholic
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4. Next, alcoholic drinks. [In principle, there
is a case for a significant increase in the duty
on wine. But] I have to keep in mind the views
of the European Community that the duties on table
wine and beer should be kept in line. [Equally I
have decided against any appreciable narrowing
of the differential.] I propose, therefore, to
increase the duties from midnight tonight by
amounts which represent about 2p on the price of
a typical pint of beer, 10p on a bottle of table
wine, and 13p on a bottle of sherry - all including
VAT. The full increase in the price of a bottle
of spirits necessary to take account of inflation
would have been 50p. However, in the light of
the representations about the state of the Scotch
whisky industry which I have received from my
hon. Friends representing Scottish constituencies
and others, I have decided that it would be

e ow Spirds
appropriate to limit thies increaseLfo 30p a bottle,

[again .including VAT].
/Next, the
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)it Next, the oil duties. Last year, as the House
will recall, I felt it right to some way to meet
the representations made to me by hon. Members in
favour of a lower increase in the case of Berv

than of petrol, in view of the impact of Qerv duty
on industrial and distribution costs. I have

decided to [preserve that differential.]

6. In principle, however, there is a respectable
case for a larger increase in the petrol duty than

in the [other duties] (mesninsP3} for our average

pump prices are currently among the lowest in the
European Community. Thgshave moreover been favourably

affected by recent changes in the price of oil.

7. Against this it has been impressed upon me by

a number of my hon. Friends from rural constituencies
in Scotland, Wales and parts of England that pump
prices in remote areas are very much higher than

those in more heavily populated areas. VYet dependence

/on cars
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on cars for transport is greatest in the more

scattered communities.

8. On balance I think it would be right [at least

for the present,] to hold down the increase in

the petrol duties. I propose, therefore, to raise

the duties on both petrol and derv by the equivalent,
O\ﬁ

including VAT, O?Lgbout 5p a gallon or 1.1p a litre*.

[This compares with increases of about 9p a gallon

forpetrol and 73ip for derv which would have been

required to compensate for one year's inflation.]

( Foesat—this—impiy—wetvecutting the—egap? As

almost all derv and about one-third of petrol is

used by businesses, this smaller increase will

help to hold down business costs.

[9. Possible increases later on, depending on

0il market.]

/As last year,

* Trade interests prefer you to announce any changes
both in terms of per gallon and per litre,
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10. As last year, I propose no change in the rate
of duty on heavy fuel oil. I have carefully
considered the case for a reduction, but this would
cost more to the Exchequer than industry would
receive in benefit, because of the effects on the
price of certain gas supply contracts. [Explain
more fully?] I know this will cause disappointment.
However, even leaving the duty unchanged will be

of some benefit to industry as the duty burden falls

in real terms.

11. Last year I undertook to review the rate of

duty applied to aviation gasoline, or AVGAS. I

have given very careful consideration to the numerous
rperesentations which I have received on behalf of
air taxis, flying schools, crop spraying and other
specialist services, and from those concerned with
air travel in the Highlands and Islands of Scotland.

I have to tell the House that it would net be

/possible to
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possible to reduce the duty on AVGAS to correspond

to that applied to aviation Jet fuel, or AVTUR.

This would incur the likelihood of substantial

diversion to use in cars. 1 have, however, decided

that it would be right to reduce the AVGAS prate as

far as possible without running that risk. 1In

future AVGAS will be charged at (?) one-half the

rate of duty on petrol.

12. All these changes take effect for oil deliwvered

from refineries and warehouses from 6 p.m. tonight.

13, I also propose to increase most rates of

vehicle excise duty. For the motorist the increase

will be from £70 to £80. Duty levels on most

other groups of vehicles will be increased by

about 12 per cent.

14. I propose to make two important changes in the

VED on commercial vehicles. I have decided that it

would offer a substantial, and justifiable, help to

/small and
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small and medium sized businesses at this time

to bring the duties on about half a million light
commercial vans more clesely into line with those

on cars. On the other hand, it would be appropriate 5
in the light of the conclusions of the Armitage
Report, to impose on the heavier lorries - the
80,000 or so of more than 8 tonnes unladen weight -

a licence duty which more closely reflects the
actual cost which they impose on the road network.

So the duty on this category will be increased by

about a quarter.

15. The changes I propose for commercial vehicles
reflect the Government's intention to get a fairer
balance between the taxation burden on different
groups of lorries and their road costs. I propose

to take a further step in this direction by including
in the Finance Bill provisions for restructuring the

basis of WED on heavy lorries, to a gross weight

/method of
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method of assessment, and for taxing all light

commereial vehicles in due course at the same rate

as cars. The House will recall that the framework

for this major reform of the VED system was set

out in the 1981 Transport Act. It will involve

substantial changes in the pattern of vehicle

taxation and I think it right that the road

transport industry should have time to adjust.

I therefore propose that the rates of duty on

the new basis should take effect from 1 October.

Details will be published in the Finance Bill.

16. And, last of the excise duties, taxes on betting

and gaming. Many of my hon. Friends pressed last

year for substantial increases here; and I made

some changes in July. Since then I have looked at

these duties again. I am conscious of the dangers

of going too far. 5o I propose no further increase

in the rates of duty on general betting and bingo,

/both of which
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both of which were increased last July. But I have
decided that pool betting duty which has been
unchanged since 1974 should go up from 40 per cent
to 423 per cent from 1 April. I also propose
increases from the same date in the rates of duty
on casinos, where I belkve the existing rates of

duty are too low.

17. My rt. hon. Friend the Chief Secretary announced
last summer that Customs and Excise would undertake
a comprehensive review of gaming machine taxation.

A very large number of representations were received
during the course of this review, from and on behalf
6f clubs, public houses and amusement arcades. In
the light of these representations I have decided
that it would not be appropriate to introduce an

ad valorem duty on gaming machines, or to impose

an excise duty on amusement machines such as

'Space Invaders'. I have also decided that duty

should no longer be charged on 2p gaming machines

/which are






BUDGET SECRET

which are mostly to be found in the seaside arcades.

18. However, I have decided that there should be a
significant increase from 1 October in most rates
of the existing licence duty on 5p and [19p] ?

gaming machines.

19. The totallff all these changes in excise

duties will be to raise an additional £945m in

1982-83, and £960m in a full year.

Section 10: OIL
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Section 9: INDIRECT TAX

I come now to the indirect taxes. 1 propose

no change in the 15 per cent rate of VAT.

2. For the excise duties there has grown up in

recent years a sensible presumption that they should

be adjusted in line with the movement in prices from

one year to the next. That, after all, is what

happens automatically with VAT and the ad valorem

duties; and also to the personal tax allowances

unless Parliament decides otherwise.

3. I start with the duty on tobacco. Last year

the duty was increased twice - in March as part

of the Budget measures and in July to help recoup

the loss of revenue from the Derv duty reduction.

This year the increase I propose will represent,

including VAT, 5 pence on the price of a typical

packet of 20 [king-size] cigarettes. [The new price -

some $1.04 - will be no higher in real terms than

/it was
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it was in [ ].] There will be consequential

increases for other tobacco products.

4. Next, alcoholic drinks. I propose, to

increase the duties from midnight tonight by

amounts which represent about 2p on the price of

a typical pint of beer, 10p on a bottle of table

wine, and 13p on a bottle of sherry - abl including

VAT. The full increase in the price of a bottle

of spirits necessary to take account of inflation

would have been 50p. However, in the light of

the representations about the state of the Scotch

whisky industry which I have received from my

hon. Friends representing Scottish constituencies

and others, T have decided that it would be

appropriate to limit the increase on spirits to

30p a bottle; against including VAT.

5. Next, the oil duties. Last year, as the House

will recall, T felt it right to some way go meet

/the representations
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the representations made to me by hon. Members in

favour of a lower increase in the case of Derv

than of petrol, in view of the impact of Derv

duty on industrial and distribution costs, I

have decided this yearoslightly to widen that

differential.

B. There is very strong case for a larger

increase in the petrol duty than in the other

duties, for our average pump prices are currently

among the lowest in the Euraopean Community. They

have moreover been favourably affected by recent

changes in theprice of oil. Pump prices have

been falling rapidly.

7 Against this it has been impressed upon me

by a number of my hon. Friends from rural

constituencies in Scotland, Wales and parts of

England that pump prices in remote areas are very

much higher than those in more heavily populated

/areas.
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areas. Yet dependence on cars for transport

is greatest in the more scattered communities.

8. On balance I think it would be right, at
least for the present, to hold down the increase
in the petrol duties. I propose, therefore, to
raise the duties on both petrol and Derv by no
more than sufficient to compensate for one year's
inflation. The dutyon petrol will accordingly
increase by the equivalent, including VAT, of
only ahbout 9p a gallon or 2p a litre, while the
duty on Derv will increase by the equivalent,
including VAT, if 7p a gallon or 1.5p a litre.
As almost all Derv is used by businesses, this
smaller increase will help to hold down business
costs. TIn the case of both petrol and Derv the
increase will still leave pump prices lower than

they were [at the end of last year] [last autumn].

9, /As last year
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g,As last year, I propose no change 1in the rate

of duty on heavy fuel o0il. I am not able, as some

would wish, to cut the duty rate; but leaving it

unchanged will help industry as the duty burden

will fall in real terms.

10, Last year I undertook to review the rate of

duty applied to aviation gasoline, or AVGAS. I

have given very careful consideration to the

representations which I have received on behalf of

air taxis, flying schools, crop spraying and other

specialist services, and from those concerned with

air travel in the Highlands and Islands of Scotland.

I cannot accept in full the arguments which have been

put to me, but I have decided that it would be right

to reduce the duty on AVGAS rate to one-half of that

on petrol.

11, All these changes take effect for oil delivered

from refineries and warehouses from 6 p.m. tonight.

12, I also propose to increase most rates of vehicle

/excise duty.
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excise duty. For the motorist the increase will be
from £70 to £80. Duty levels on most other groups

of vehicles will be increased by about 12 per cent.

13, L propose to make two important changes in the

VED on commercial vehicles. I have decided that it

would offer a substantial, and justifiable, help to

small and medium sized businesses at this time to

bring the duties on about half a million light

commercial vans more closely into line with those on

cars. On the other hand, it would be appropriate,

in the light of the conclusions of the Armitage Report,

to impose on the heavier lorries - the 80,000 or so

of more than 9 tonnes unladen weight - a licence duty

which more closely reflects the actual cost which they

impose on the road network. So the duty on this

category will be increased by about a quarter.

14, The changes I propose for commercial vehicles
reflect the Government's intention to get a fairer

balance between the taxation burden on different

/groups of lorries
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groups of lorries and their road costs. I propose

to take a further step in this direction by including

in the Finance Bill provisions for restructuring the

basis of VED on heavy lorries, to a gross weight

method of assessment, and for taxing all light

commercial vehicles in due course at the same rate

as cars. The House will recall that the framework

for this major reform of the VED system was set out

in the 1981 Transport Act. It will involve substantial

changes in the pattern of commercial vehicle taxation

and I think it right that the road transport industry

should have time to adjust. I therefore propose that

the rates of duty on the new basis should take effect

from 1 October.

15. And, last of the excise duties, taxes on betting

and gaming. Many of my hon. Friends pressed last year

for substantial increases here; and I made some changes

in July. Since then I have looked at these duties again.

I am conscious of the dangers of going too far. So I

/propose no
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propose no further increase in the rates of duty on

general betting and bingo, both of which were increased

last July. But I have decided that pool betting duty

(which has been unchanged since 1974) should go up

from 40 per cent to 42% per cent from 1 April. I also

propose increases from the same date in the rates of

duty on casinos, where I believe the existing rates

of duty are too low.

‘16, Mr rt. hon. Friend the Chief Secretary announced

last summer that Customs and Excise would undertake

a comprehensive review of gaming machine taxation.

A very large number of representations were received

during the course of this review, from and on behalf

of clubs, public houses, amusement arcades, and others.

In the light of these representations I have decided

that it would not be appropriate to intiroduce an

ad valorem duty on gaming machines, or to impose an

excise duty on amusement machines such as 'Space

Invaders’. I have also decided that duty should no

/longer be charged
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longer be charged on 2p gaming machines which are

mostly to be found in the seaside arcades.

1T« However, I have decided that there should be a
significant increase from 1 October in most rates
of the existing licence duty on 5p and 10p gaming

machines.

18, The total effect of all these changes in excise
duties will be to raise an additional £1,150 million

in 1982-83, and £1,165 million in a full year.

/  8ection 10
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Section 9 : INDIRECT TAXES

[ I come now to the indirect taxes. I propose no change

in the rate of VAT.

2, For the excise duties there has grown up in recent years a
sensible presumption that they should be adjusted in line with
the movement in prices from one year to the next. That, after

all, is what happens automatically with VAT and the ad valorem

duties; and also ts the personal tax allowances, unless
Parliament decides otherwise. And that is the basis of my

approach to excise duty changes this year,

3. T start with the duty on tobacco. Last year the duty was
increased twice - in March as part of the Budget measures and
in July to help recoup the less of revenue from the Derv duty
reduction. This year the increase I propose will represent,
including VAT 5 pence on the price of a typical packet of

20 cigarettes. There will be consequential increases for
other tobacco products. These changes will take effect from

midnight on Thursday.

4, Next, alcoholic drinks., I propose to increase the duties
from midnight tonight by amounts which represent about 2 pence
on the price of a typical pint of beer, 10 pence on a bottle of
table wine, and 13 pence on a bottle of sherry - all including
VAT. The full increase in the price of a hottle of spirits
necessary to take account of inflation would have heen over

50 pence, However, in the light of the representations about

BUDGET SECRET /the state of the
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the state of the 3cotch whisky industry which I have received
from my hon. Friends representing Scottish constituencies and
others, I have decided that it would be appropriate to limit

the increase on spirits to 30 pence a bottle; again including

VAT.

5. Next, the oil duties, Last year, as the House will recall,
I felt it right to go some way to meet the representations made
to me by hon. Members in favour of a lower increase in the case
of Derv than of petrol, in view of the impact of Deru duty on
industrial and distributien costs. I have decided this year

slightly to widen that differential.

6. There is a strong case for a larger increase in the petrol
duty than in the other duties, for our average pump prices are
currently among the lowest in the European Community., They
have moreover been favourably affected by recent changes in the

price of oil, Pump prices have been falling rapidly.

7. Against this it has been impressed upon me by a number of
my hon, Friends from rural constituencies, in all parts of the
kingdom, that pump prices in remote areas are very much higher
than those in more heavily populated areas. Yet dependence on

cars for transport is greatest in the more scattered communities.

8. On balance, T think it would be right, at least at this
stage, not to impose any real increase in the o0il duties. I
propose, therefore, to 1imit the increases in the duties on
both petrol and Derv to amounts which no more than compensate

/for one year's
BUDGET SECRET
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for one year's inflation. The duty on petrol will accordingly
increase by the equivalent, including VAT, of about 9 pence a
gallon or 2 pence a litre, This will still leave most pump
prices lower than they were at the end of last year. The duty
on Derv will increase by the equivalent, including VAT, of
about 7 pence a gallon or 1.5 pence a litre., As almost all
Derv is used by businesses, this smaller increase will help

to hold down business costs.,

9. As last year, I propose no change in the rate of duty on
heavy fuel oil. I am not ahle, as some would wish, to cut the
duty rate; but leaving it unchanged will help industry as the

duty burden continues to fall in real terms.

10. Last year I undertook to review the rate of duty applied
to aviation gasoline, or AVGAS, I have given very careful
consideration to the representations which I have received on
behalf of air taxis, flying schogls, crop-spraying and other
specialist services, and from those concerned with air travel
in the Highlands and Islands of Scotland. T cannot accept in
full the arguments which have been put te me, but I bave
decided that it would be right to reduce the AVGAS duty rate

to one-half of that on petrol. Tncluding VAT, this amounts to

a reduction of about 32 pence a gallen or 7 pence a litre.

11, All these changes take effect for oil delivered from

refineries and warehouses from 6 p.m, tonight.

12. T also propose to increase most rates of vehicle excise

BUDGET SECRET /duty. For
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duty. For the motorist the increase will be £10, from £70
to £80. Duty levels on most other groups of vehicles will be

increased by about 12 per cent.

13. T propose to make two important changes in the VED on
commercial vehicleg. I have decided that it would offer a
substantial, and justifiable, help to small and medium sized
businesses at this time to bring the duties on about half a
million light commercial vans more closely into line with those
on cars. On the other hand, it would be appropriate, in the
light of the conclusions of the Armitage Report, to impose on
the heavier leorries - the 80,000 or so of more than 9 tons
unladen weight - a licence duty which more closely reflects the
actual cost which they impose on the road network, So the
duty on this category will be increased by about a guarter.

These changes have effect for licences taken out after today.

14. The changes I propose for commercial vehicles reflect

the Government's intention to get a fairer balance between the
taxation burden on different groups of lorries and their road
costs. I propose to take a further step in this direction by
including in the Finance Bill provisions for restructuring the
basis of VED on heavy lorries, to a gross weight method of
assessment, and for taxing all light commercial vehicles 1n due
course at the same rate as cars. The House will recall that
the framework for this major reform of the VED system was set
out in the 1881 Transport Act. Tt will involve substantial
changes in the pattern of commercial vehicle taxation and I
think it right that the road transport industry should have

/time to adjust.
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time to adjust. I therefore propose that the rates of duty
on the new gross-weight basis should take effect from

1 October.

15. And, last of the excise duties, taxes on betting and
gaming. Many of my hon. Friends pressed last year for
substantial increases here; and I made some changes in July.
I now propose no further increase in the rates of duty on
general betting and bingo, both of which were increased then.
But I have decided that pool betting duty, which has been
unchanged since 1874, should go up from 40 per cent to 42{ per
cent from 1 April. T also propose increases from the same
date in the rates of duty on casinos, where I believe the
existing rates are too low. Full details of the new rates,
and other changes which I shall be announcing today, will be

given in Press Notices this afternocon.

16. My rt. hon. Friend, the Chief Secretary, announced last
summer that Customs and Excise would undertake a comprehensive
review of gaming machine taxation. A very large number of
representations were received during the course of this review,
from and on behalf of clubs, public houses, amusement arcades,
and others, In the light of these representations I have
decided that it would not be appropriate to introduce an

ad valorem duty on gaming machines, or to impose an excise duty
on amusement machines, such as 'Space Invaders’. T have also
decided that duty should no longer be charged on 2p gaming

machines which are mostly to be found in the seaside arcades.

BUDGET SECRET /17 . However,
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Section 10: OIL

1. I revert now to the important issue of oil.

The development of North Sea o0il has been a story of
enterprise and success, which is almost entirely due
to the efforts of the private sector. As a nation we
must never forget the great debt we owe to those on
the o0il rigs and elsewhere, who have been responsible
for the exploration and development of the North Sea.
It is important for them as well as for the British

people that the rewards should be fairly shared.

2. Last year, in light of the massive increase in
0il prices which had occurred in recent years, we
changed the structure of North Sea tax, to make it
more responsive to changes in price. At the same
time tax revenue from the North Sea was brought
forward, with an increase in the total level of
taxation. I also invited the industry to suggest
better ways of raising the revenue we needed. I am
grateful to them and others who have commented for

their careful and considered responses.

3. As I have mentioned, the current fall in oil
prices reduces the revenue the Exchequer receives.
But it also reduces the tax the industry has to pay.
Because of the high marginal rate, most of this cost

is borne by the Excheguer rather than by the companies.

/In this respect
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In this respect the o0il tax regime gives the companies
considerable protection when prices fall in just the

same way as it safeguards the Exchequer when prices rise.

4. I am satisfied, as a result of detailed study,
that, subject to some marginal adjustment, the total

tax burden is not such as to discourage exploration

or development. Nor is it so high as to deprive the

0il industry of a reascnable, and often attractive,
yield. 1In these circumstances I cannot reduce the
overall tax burden to the extent that the industry

would have wished. But I do agree with them on the

need for some change of structure. I see, in particular,
the advantage of profit-related taxes in relation to
additional investment in existing fields. The
Supplementary Petroleum Duty will therefore be abolished

with effect from the end of this calendar year.

5. I propose at the same time that the rate of
Petroleum Revenue Tax should be increased from 70 per
cent to 75 per cent; and that arrangements should be
introduced for advancing PRT payments. Advance payments
of PRT, although computed in the same way as SPD, will
not be a separate tax but simply an acceleration of

the existing tax. They will thus differ fundamentally
from SPD in being fully set off without limit against
ordinary PRT liabilities when these arise. This
structural change is one which the industry have

proposed.

/As from mid-1983,
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6. As from mid-1983, as I have already said, there
will also be a monthly instalment system of payment of
PRT in order to secure a smoother public sector cash

flow.

% These changes will not affect the revenue yield
in the coming year. But in 19683-84 there will be a
net cost, after allowing for the saving in interest
due to the new system of instalment payments, of some
£§70 million. This needs to be seen in relation to

a current tax yield of about £6 billion from the North

Sea.

8. There are great uncertainties both in relation

to o0il prices and to the future yield of tax from the
North Sea, to which I have already referred. Nevertheless
I am convinced that, even in the light of these
uncertainties, the new tax structure I propose should
provide a more secure and stable regime for the future,
permitting development to go ahead without being

inhibited by major fiscal uncertainties. IVERE VT W B Q-
kas ajpemoon.

9. I propose a number of other minor changes, in part
in response to the views put forward by the industry.

1 propose that regional development grants paid in
respect of expenditure incurred after Budget Day should
be taken into account for the purposes of PRT and ring

fence Corporation Tax. We shall also need to legislate

next year to deal with certain special problems affecting

/PRT expenditure
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PRT expenditure reliefs, pipeline tariffs, and other
non-oil receipts: these will be the subject of a

consultative document which will be issued shortly.

10. These fiscal measures, combined with the decisions
we have already announced on the abolition of the
state's sole right to buy gas, and on the creation of
the new private sector o0il company will provide a

sound basis for another decade of successful enterprise

in the North Sea.

i. ]T+uw\nung:Fknn_ﬂug.zuqaa jeclust o U5
CuBtomaers.
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Section 10: OIL

The development of North Sea oil has been the

great success story of the British economy. As a

nation we must never forget the great debt we owe

to those [Hi-n—the—beard rooms}—and on the o0il rigs

who

and

for

the

2.

and

are responsible for the exploration, financing

development of the North Sea. It is important

them as well as for the British people that

rewards should be shared fairly and equitably.

The record in the North Sea is one of enterprise

syccess - enterprise and success which is almost

entirely due to the efforts of the private sector.

3.

This is the background against which I have

framed my proposals for the future of the North

Sea

4.

tax regime to which I now turn.

Last year, in light of the massive increase

in 0il prices which had occurred in recent years,

/we changed
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we changed the structure of North Sea tax, to make
it more responsive to changes in the oil prices.

At the same time tax revenue from the North Sea

was brought forward, increasing the total level of
taxation. I also invited the industry to suggest
better ways of raising the revenue we needed. i

am grateful to them for their careful and considered
response. I have also taken into account the major
study carried out by the Institute for Fiscal

Studies, and the reactions of the industry to it.

5. The recent fall in oil prices - which may not
yet have come to an end - reduces the revenue the
Exchequer receives but it also reduces the tax the
industry has to pay. Because of the high marginal
rate, most of this cost is borne by the Exchequer
rather than by the companies. In this respect the
0il tax regime gives the companies considerable

protection when prices fall in just the same way

as it safeguards the Exchequer when prices rise.

/I am satisfied,
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I am satisfied, as a result of detailed studies we
have done, that, subject to some marginal adjustment,
the total tax burden is not such as to discourage
exploration or development. Nor is it so high as
to deprive the oil industry of a reasonable, and
i¢—F-may-say—ee, often attractive yield. In

these circumstances I cannot reduce the overall tax
burden to the extent that the industry would have
wished. But T do agree with them in accepting the
case for some change of structure. I see, in
particular, the advantage of profit-related taxes
in relation to additional investment in existing
fields. The Supplementary Petroleum Duty will
therefore be abolished with effect from the end

of this year.

6. At the same time I propose that the rate of
Petroleum Revenue Tax should be increased from

70 per cent to 75 per cent; and that arrangements

/should be
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should be introduced for advancing PRT payments.
Advance. payments of PRT, although computed in the
same way as SPD, will not be a separate tax but
simply an acceleration of the existing PRT. They
will thus differ fundamentally from SPD in being
fully set off without limit against ordinary PRT

liabilities when these arise.

7. As from mid4483, as I have already said, there
will also be a monthly instalment system of payment
of PRT in order to secure a smoother public sector

cash flow.

8. These changes will not affect the revenue
yield in the coming year. But in 1983-84 there
will be a net cost, after allowing for the gain

to the Exchequer from lower interest charges and
the new pattern of instalment payment, of some

£70 million. This needs to be seen in relation to

a current tax yield of some [§ hillien] from the

/North Sea
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North Sea, [a figure which could well increase to

some §£1@ billion in the next few years.]

q. There are great uncertainties both in relation
to pil prices and to the future yield of tax from
the Nerth Sea, to which I have already referred.
Nevertheless I am convinged that, even in the light
of these uncertainties, the new structure I propose
will provide the secure and stable regime we need
for the future. Full details will be given in an
Inland Revenue Press Release. [Coupled with the
decision not to propese production cuts announced
by my rt. hen. Friend the Secretary of State for
Energy, these measures mean that development should
now go ahead without being inhibited by major

uncertainties on the structure of the fiscal regime.]

104, I propose a number of other more minor changes,
in part in respense to the views put forward by the

industry. We shall also need to legislate next

/year to deal
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year to deal with certain special problems affecting
PRT expenditure reliefs, pipeline tariffs, and

other nen-oil receipts: these will be the subject
of a consultative document which will be issued

shortly.

11. These fiscal measures, combined with the
abolition of the state's sole right to buy gas,
the creation of the new private sector oil company
[and the decision on production cuts] provide the
opportunity for the next decade of successful

enterprise in the North Sea.

Section 11: BUSINESSES - ENERGY COSTS
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Section 10: OIL

I revert now to the important issue of oil.
The development of North Sea oil has been a
story of enterprise and success which is almost
entirely due to the efforts of the private sector.
As a notion we must never forget the great debt we
owe to those on the o0il rigs and elsewhere, who have
been responsible for the exploration, and development
of the North Sea. It is important for them as well
as for the British people that the rewards should

be shared fairly and equitably.

2, Last year, in light of the massive increase 1in
0il prices which had occurred in recent years, we
changed the structure of North Sea tax, to make

it more responsive to changes in price. At the

same time tax revenue from the North Sea was

brought forward, with an increase in the total

level of taxation. T also invited the industry to
suggest better ways of raising the revenue we needed.

/1 am grateful
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I am grateful teo them and others who have commented

for their careful and considered responses. I have

also taken into account the major study carried out

by the Institute for Fiscal Studies, and the

reactions of the industry to that.

3. As T have mentioned, the current fall in oil

prices reduces the revenue the Exchequer receives.

But it also reduces the tax the industry has to pay.

[Because of the high marginal rate, most of this

cost is borne by the Exchequer rather than by the

companies. In this respect the oil tax regime gives

the companies considerable protection when prices

fall in Jjust the same way as it safeguards the

Exchequer when prices rise.] I am satisfied, as

a result of detailed study, that, subject to some

marginal adjustment, the total tax burden is not

such as to disceourage exploration or development.

Nor is it so high as to deprive the oil industry

/of a reasonable,
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of a reasonable, and often attractive yield. In

these circumstances I cannot reduce the overall tax

burden to the extent that the industry would have

wished. But I do agree with them on the case for

some change of structure. I see, in particular,

the advantage of profit-related taxes in relation

to additional investment in existing fields. The

Supplementary Petroleum Duty will therefore be

abolished with effect from the end of this calendar

year.,

4, I propose instead that the rate of Petroleum

Revenue Tax should be increased from 70 per cent

to 75 per cent; and that arrangements should be

introduced for advancing PRT payments. Advance

payments ef PRT, although computed in the same

way as SPD, will not be a separate tax but simply

an acceleration of the existing tax. They will

thus differ fundamentally from SPD in being fully

/set ofif without
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set off without limit against ordinary PRT

liabilities when these arise.

5, As from mid-1983, as I have already saild, there

will also he a monthly instalment system of payment

of PRT in order to secure a smoother public sector

cash flow,

6. These changes will not affect the revenue

yield in the coming year. But in 1983-~84 there

will be a net cost, after allowing for the gain

to the Exchequer from lower interest charges due

to the new system of instalment payments, of same

£80 million. This needs to be seen in relation to

a current tax yield of some £6 to 7 Billian from

the Nerth Sea, a figure which could well increase

to some £9 bBillion in the next few years.

7 There are preat uncertainties hath in prelatien

to ail prices and to the future yield of tax from

the Nerth Sea, to which T have already referred.

/Neyertheless
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Nevertheless I am convinced that, even in the light

of these uncertaintiesy the new structure I propose

should provide a more secure and stable regime for

the future, permitting development to go ahead

without being inhibited by major fiscal uncertainties.

Full details will be given in an Inland Revenue

Press Release.

8. T propose a number of other more minor changes,

in part in response to the views put forward by the

industry. [I propose that regional development

grants paid in respect of expenditure incurred after

Budget Day should be taken into account for the

purposes of PRT and ring fence Corporation Tax.]

We shall alse need to legislate next year to deal

with certain special problems affecting PRT

expenditure reliefs, pipeline tariffs, and other

non-oil receipts: these will be the subject of a

consultative document which will be issued shortly.

/These
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9. These fiscal measures, combined with the

abolition of the state's sole right to buy gas,

and the creation of the new private sector oil

company provide a sound basis for another decade

of successful enterprise in the North Sea.

Section 11: BUSINESSES - ENERGY COSTS
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Section 10: OIL TAXATION

I have spoken of the oil duties: I now turn to the
0il-fields. The development of the North Sea has been a
story of enterprise and success, which is almost entirely
due to the efforts of the private sector. As a nation, we
must never forget the great debt we owe to those on the
0il rigs and elsewhere, who have been responsible for
exploration and development. It is important for them as
well as for the British people that the rewards should be

fairly shared.

2. Last year, in light of the massive increase in oil
prices which had occurred in earlier years, we changed the
structure of North Sea tax, to make it more responsive to
changes in price. At the same time tax revenue from the
North Sea was brought forward, with an increase in the total
level of taxation. T also invited the industry to suggest
better ways of raising the revenue we needed. I am grateful
to them and others who have commented for their careful and

considered response.

3. As I have mentioned, the current fall in oil prices
reduces the revenue the Exchequer receives. I recognise
that it reduces the companies revenue as well - but it also

reduces the tax they have to pay.

/I am satisfied,
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4, I am satisfied, as a result of detailed study, that,
subject to some marginal adjustment, the total tax burden
is not such as to discourage exploration or development.
Nor is it so high as to deprive the oil industry of a
reasonable, and often attractive, yield. In these
circumstances T cannot reduce the overall tax burden to

the extent that the industry would have wished. But I do
agree with them on the need for some change of structure.

I see, in particular, the advantage of profit-related taxes
in relation to additional investment in existing fields. The
Supplementary Petroleum Duty will therefore be abolished

with effect from the end of this calendar year.

5. I propose at the same time that the rate of Petroleum
Revenue Tax should be increased from 70 per cent to 75 per
cent; and that arrangements should be introduced for
advancing PRT payments. Advance payments of PRT, although
computed in the same way as SPD, will not be a separate
tax but simply an acceleration of the existing tax. They
will thus differ fundamentally from SPD in being fully set
off without limit against ordinary PRT liabilities when
these arise. This structural change is one which the

industry have proposed.
6. As from mid-1983, as I have already said, there will
also be a monthly instalment system of payment of PRT in

order to secure a smoother public sector cash flow.

/These changes
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7. These changes will not affect the revenue yield in the
coming year. But in 1983-84 there will be a net cost, after
allowing for the saving in interest due to the new system

of instalment payments, of some §£70 million, bringing the
total current tax yield from the North Sea to some

£6-7 billion.

8. I have spoken earlier about current uncertainties in
relation to o0il prices and the future yield of tax from

the North Sea. But I am aware of the concern felt by the
industry about the number of changes in the regime there
have been in recent years. For this reason, my hope is that
the new tax structure I have proposed will provide a more
secure and stable regime for the future, permitting
development to go ahead uninhibited by major fiscal

uncertainties.

9. I propose a number of other minor changes, partly in
response to the views put forward by the industry. I propose
that regional development grants paid in respect of
expenditure incurred after Budget Day should be taken into
account for the purposes of PRT and ring fence Corporation
Tax. We shall also need to legislate next year to deal

with certain special problems affecting PRT expenditure
reliefs, pipeline tariffs, and other non-oil receipts:

these will be the subject of a consultation document which

will be issued shortly.

/These fiscal
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10. These fiscal measures, combined with the decisions
we have already announced on the abolition of the state’s
sole right to buy gas, and on the creation of the new
private sector oil company will provide a sound basis for

another decade of successful enterprise in the North Sea.

11. I turn now from the energy industry to its industrial

customers.

Section 11: INDUSTRIAL ENERGY COSTS
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Section 11 : BUSINESSES - ENERGY COSTS

Last year, I announced measures to assist
industry with energy prices. The NEDC Task Force
which has made a valuable contribution to a wide
understanding of these matters reported, in November,
that these changes had made a significant contribution
towards improving the position of large energy users

here, compared with Continental competitors.

2. But we are very conscious of the problems which
remain particularly for some industries which are

large . electricity users.

3. The Government has accordingly discussed with the
electricity supply industry their pricing proposals

for 1982~83. T am glad to be able to announce that
these will include new special arrangements to benefit
larger users - those heavy industrial users who face
the greatest difficulties. A scheme will be intro-
duced, under which customers can gain significant
reductions in their charges in return for a commitment
to accept load reductions. The industry estimate that

over one hundred major companies should benefit.

I, This will be in addition to the arrangements for
electricity prices which I announced last year and
which will continue this year. But both the number
of customers able to benefit from the new scheme,

/and the extent
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and the extent of the benefits, on average, will be

greater.

5. These measures have to be paid for. To do this,
we are increasing the external financing limits for

the electricity industry (including Scotland) by some
£100 million in 1982-83. These costs are additional

to the EFLs shown in the Public Expenditure White Paper.

6. Similar problems arise with some large industrial
users of gas. There too we propose significant relief.
For contract customers the price of gas taken after

the first 25,000 therms in the contract year will be
frozen at the level charged on 1 April 1982. This
freeze will apply until the end of 1982, The cost

of this measure is forecast to be some £60 million.

s Tn addition we have asked the National Coal Board
to renew the measures first announced last year, SO as
to avoid further increases in the 1list prices for
foundry coke until the winter. The Boardts deficit
grant and EFL will be adjusted accordingly and the

cost will be met from the contingency reserve.

8. Last year I announced the introduction of grants
towards the costs of converting from oil-fired boilers
to coal, We have now decided to extend the scope of
these grants to cover conversions of other industrial
oil-fired equipment and conversions of gas=fired

/equipment to coal.
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equipment to coal. The scheme will also now cover
conversions in service industries as well as in
manufacturing. The cost of these changes will be
met from within the §50 million already allocated

for this scheme.

9. Taken together with the measures announced in
my last Budget, these three measures - special
arrangements for large electricity users, the freeze
on gas contract renewal prices and on list prices

for foundry coke - should reduce the energy costs

of British industry by over £250 million over the

two years concerned, compared with what they
otherwise would hawve been. They represent a serious
and significant response to industry's

representations on energy prices.

/8ection 12 :
TNNOVATION
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Section 11: BUSINESSES - ENERGY COSTS

Last year, I announced measures to assist

industry with energy prices. The NEDC Task Force

(which has made a valuable contribution to a wide

understanding of these matters] found, in their

November report, that these measures had made a

significant contribution towards improving the

position of large energy users here, compared with

Continental competitors.

2. But we are very conscious of the problems

which remain partioularly for some industries

which are large electricity users. It is right,

therefore, that we should direct special help

towards those industrial users who face the

greatest difficulties.

3. The Government has accordingly discussed with

the electricity supply industry their pricing

proposals for 1982-83. I am glad to be able to

/announce that
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announce that these will include special arrangements
to benefit larger useprs, through the introduction of
a new scheme in which customers can gain significant
reductions in their charges in return for a
commitment to acecept load reductions. [The scheme
will cover firms employing [ ] people, whose

jobs will thereby become more secure.] FReetiyT

[Perhapa a sample price reduction would be better?]

4. This will be in addition to the arrangements
for electricity prices which I announced last year
and which will continue this year. T understand,
however, that both the number of customers able to
benefit from the new scheme, and the extent of the

benefits, on average, will be greater.

5. These measures will provide significant
assistance to many intensive electricity users
who currently face electricity price disadvantages

relative to their overseas competitors. However,

/they have
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they have to be paid for. As a result, I am
increasing the external financing limits, for

the eleectricity industry (including Scotland) by

some §£10Q million in 1982-83. These costs are
additional to the EFLs shown in the Public Expenditure
White Paper. [They bring the total annual value

te industry of the twe years' electricity schemes,

taken together, to [£ millionl].

8. Similar problems arise for some large industrial
users of gas. For the benefit of such firms the
British Gas Corporation will hold renewal prices,

for supplies under contract of gas in excess of
25,000 therms, censtant at the levels which were

set on 1 March for the remainder of this calendar
year. Purthermore, the normal price escalation
arrangements for contract supplies will not be
applied during this period. [The cost of these

measures is forecast to be some §£60 million.]

/Taken together,
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[Taken together, with last year's scheme, this brings
the total annual value of the help on gas prices

now available to industry to [£ million]].

7. We have also asked the National Coal Board to
renew the measures first announced last year so as
to avoid further increases in the list prices for
foundry coke until the end of the calendar year.
The Board's deficit grant and EFL will accordingly
be adjusted by §7 million. The cost [of [all]
[the last of] these measures] will be met from

the contingency reserve.

8. Last year I announced the introduction of
grants towards the costs of cenverting from
0il-fired boilers to coal. We have now decided

to extend the scope of these grants to cover
conversions of other industrial oil-fired equipment
and conversions of gas-fired equipment to coal.

The cost of these changes will be contained within

the §50 million already allocated for this scheme.

/Perhaps as gn
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Ng.

-

[?Perhapa as, an alternative to the sentences
at the end of paragraphs 5 and 6 - but perhaps
additionally - a further paragraph is needed here,
drawing the whole energy package together (including
its costs), and stating that it is a serious and
significant response to industry's representations.

It mustn't get "lost”, like last year.i]

Section 12: INNOVATION



Ly




BUDGET SECRET

Section 11: BUSINESSES - ENERGY COSTS

l.Last year, I announced measures to assist

industry with energy prices. The NEDC Task Force

which has made a valuable contribution to a wide

understanding of these matters found, in their

November report, that these changes had made a

significant contribution towards improving the

paosition of large energy users here, compared

with Continental competitors.

Zn But we are very conscious of the problems

which remain particularly for some industries

which are large electricity users.

3. The Government has accordingly discussed with

the electricity supply industry their pricing

proposals for 1882-83. I am glad to be able to

announce that these will include special arrangements

to benefit larger users - those heavy industrial

/users who
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users who face the greatest difficulties. A

new scheme will be introduced, under which customers

can gain significant reductions in their charges

in return for a commitment to accept loan reductions.

The industry estimate that over 100 companies

should benefit.

4, This will be in addition to the arrangements

for electricity prices which I announced last year

and which will continue this year. But both the

number of ecustomers able to benefit from the new

scheme, and the extent of the benefits, on average,

will be greater.

5. These measures have to be paid for. To do

this, we are increasing the external financing

limits for the electricity industry (including

Scotland) by some §£100 million in 1882-83. These

costs are additional to the EFLs shown in the Public

Expenditure White Paper.

/Similar problems
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6. Similar problems arise for some large industrial

users of gas. For the benefit of such firms the

British Gas Corporation will hold renewal prices,

for supplies under contract of gas in excess of

25,000 therms, constant at the levels which were

set on 1 March for the remainder of this calendar

year. Furthermore, the normal price escalation

arrangements for contract supplies will not be

applied during this period. The cost of these

measures is forecast to be some £60 million.

7 We have also asked the National Coal Board to

renew the measures first announced last year so as

to avoid further increases in the list prices for

foundry coke until the winter. The Board’s

deficit grant and EFL will be adjusted accordingly

and the cost will be met from the contingency

reserve.

/Last year
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8. Last year I annocunced the introduction of

grants towards the costs of converting from

oil-fired boilers to coal. We have now decided

to extend the scope of these grants to cover
conversions of other industrial cil-fired equipment
and conversions of gas-fired equipment to coal.

The scheme will also now cover conversions in service
industries as well as in manufacturing. The cost

of these changes will be contained within the

§50 million already allocated for this scheme.

9. Taken together with the measures announced in
my last Budget, these three measures - special
arrangements for large electricity users, the freeze
on gas contract renewal prices and on list prices
for foundry coke - should reduce the energy costs

of British industry by over £250 million over

the two years concerned, compared to what they
otherwise would have been. They represent our
serious and significant response to industry'’s

Section 12: INNOVATION : ;
representations on energy prices.
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Section 12: TINNOVATION

1. T turn now to the continuing effort to

encourage innovation in Industry. If we are

to be more successful in winning worthwhile orders

both at home and abroad British industry must also

become more advanced in its design and production

techniques.,

2r There is no moere important area to which

this applies than micro-electronics and information

technology. The Government have already given a

lead by designating 1982 as Information Technology

Year. We have authorised the investment of

well over £2,000 million in the British Tele-

communications network - more than at any time

since 1974-75. A third of the planned investment

by nationalised industries over the next three

years is to go to British Telecoms to modernise

and expand national telecommunications. This

investment will breed new services, new firms and

/new jobs.
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new jobs. So will the development of alternative
and competing services for electronic communication;
such as the new Mercury network for business,

being pioneered by Cable and Wireless, Barclays

Bank, and BP.

P Because this new technology is important on

a wider front, I propose to make a further
allocation for this purpose. The Secretary of
State for Industry will shortly be announcing a
series of new and expanded schemes. These will
include additional assistance towards space
technoelogy, and production engineering - including
the introduction of a special scheme of assistance
to small engineering firms. And the 100 per cent
first year allowances for leased televislon sets,
due to be phased out this June, will be extended
for a further year for sets Incorporating a
teletext facility. This will permit a more
widespread adoption of a leading product of

British Information Technology, an Thege
9
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by, These measures will cost §130 million over

three years.

N To take account of the increase in expenditure

on industrial innovation the Secretary of State

for Industry will be introducing a short Bill to

raise the limit on payments and guarantees under

Section 8 of the Industry Act 1982, The increase

in the limit will allow headroom for the future,

as well as for the proposals I have announced today.

Section 13: BUSINESS - CONSTRUCTION
MEASURES
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Section 11: INDUSTRIAL ENERGY COSTS

1. Last year, I announced substantial help for industry
on energy prices. The NEDC Task Force, which has made a
valuable contribution to a wider understanding of these
matters reported, in November, that these changes had
significantly improved the position of large energy users

here, compared with their Continental competitors.

2. But we are very conscious of the problems which remain,

particularly for :some industries.

3. The Government has accordingly discussed with the
electricity supply industry their pricing proposals for

1982-83. I am glad to be able to announce that these will
include new special arrangements to benefit larger users -
those heavy industrial users who face the greatest difficulties.
A scheme will be introduced, under which customers can gain
significant reductions in their charges in return for a
commitment to..accept load reductions. The industry estimate

that over one hundred major companies should benefit.

4. This will be in addition to the arrangements for
electricity prices which I announced:last year and which
will continue this year. But both the number of customers
able to benefit from the new scheme, and the extent of the

benefits, on average, will be greater.

/These measures






BUDGET SECRET

5. These measures have to be paid for. To do this, we

are increasing the external financing limits for the
electricity industry (including Scotland) by some £100 million
in 1882-83. These costs are additional to the EFLs shown

in the Public Expenditure White Paper.

5. Similar problems arise with some large industrial

users of gas. There too we propose significant relief.

For contract customers the price of gas taken after the
first 25,000 therms in the contract year will be frozen at
the level charged on 1 April 1982. This freeze will apply
until the end of 1982. The cost of this measure is forecast

to be some §£60 million.

7 In addition, we have asked the National Coal Board to
renew the measures first announced last year, so as to avoid
further increases in the list prices for foundry coke until
the winter. The Board's deficit grant and EFL will be
adjusted accordingly and the cost will be met from the

contingency reserve.

B. Last year I announced the introduction of grants towards
the costs of converting from oil-fired boilers to coal. We
have now decided to extend the scope of these grants to

cover conversions of other industrial oil-fired equipment

and conversions of gas-fired equipment to coal. The scheme
will also now cover conversions in service industries as well

as in manufacturing. The cost of these changes will be met

/from within the
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from within the £50 million already allocated for this

scheme.
9. Taken together with the measures announced in my last
Budget, these three measures - special arrangements for

large electricity users, the freeze on gas contract renewal
prices and on list prices for foundry coke - should reduce

the energy costs of British industry, compared with what

they otherwise would have been, by over £250 million over the
two years concerned. They represent a serious and significant

response to industry's representations on energy prices.

/Section 12: INDUSTRIAL INNOVATION
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Section 12: INNOVATION

1. I turn now to the continuing effort to encourage
innovation in industry. If we are to be more successful
in winning worthwhile orders both at home and abroad
British industry must also become more advanced in 1its

design and production technigues.

2. There is no more important area to which this
applies than micro-electronics and information technology.
The Gavernment have already given a lead by designating
1982 as Information Technology Year. We have authorised
the investment of well over £2 billion in the British
Telecommunications network - more in real terms than

at any time since 1974-75. This investment will breed
new services, new firms and new jobs. So will the
development of alternative and competing services for
electronic communication; such as the new Mercury

network for business.

B Because this new technology is important on a

wider front, I propose to make a further allocation for
this purpose. My rt. hon. Friend, the Secretary of State
for Industry, will shortly be announcing a series of

new and expanded schemes. These will include additional
assistance towards space technology, and production
engineering - including the introduction of a special
scheme of assistance to small engineering firms. And

the 100 per cent first year allowances for leased

/television sets,
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television sets, which was due to be phased out this
June, will be extended for a further year for sets
incorporating a teletext facility. This will encourage
the wider use of a leading product of British

Information Technology.

4, These measures will cost £130 million over three

years.

/Section 13:

BUSINESS - CONSTRUCTION MEASURES
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Section 12: INNOVATION

W ol
If j#—is to be more successful in winning

worthwhile orders both at home and abroad British

industry must also become more advanced in its

design and production techniques.

2. There is no more important area to which this

applies than micro-electronics and information

technology. The Government have already given a

lead by designating 1982 as Information Technology

Year. We have also authorised the investment of

[g million] in the British Telecommunications

network - more than at any time since 1974-75.

A third of the planned investment by nationalised

industries over the next is to go to

British Telecoms. This network will spawn new

services, new firms and new Jjobs.

s Because this new technology is important on

a wider front, I propose to make a further allocation

/for this
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for this purpose. The Minister of State for
Information Technology will shortly be announcing
a series of new and expanded schemes. These will
include additional assistance towards space
technology, and production engineering - including
the introduction of a special scheme of assistance

to small engineering firms. [Passage on Teletext]

4, These measures. will cost £130 million over

three years.

5. To take account of the increase in expenditure
on industrial innovation and [in the ceiling on

the loan guarantee scheme,] the Secretary of State
for Industry will be introducing a short Bill to
raise the limit on payments and guarantees under
Sectien B8 of the Industry Act 1982. The increase
in the limit will allow headroom for acceptable

new schemes in the future, as well as for the

propeosals I have announced today.

Section 13: BUSINESSMEA%H%E%RUCTIDN
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Section 12 : ENDUSTRTAL ENNOVATEON

1. I turn now to the continuing effort to encourage
innovation in industry. If we are to be more successful

in winning worthwhile orders both at home and abroad British
industry must continue to improve its design and production

techniques.

2. There is no more importantarea teo which this applies than
micro-electronics and information technolegy, The Government
have already given a lead by designating 1982 as Information
Technology Year., We have authorised the investment of well
over &2 billion in the British Telecammunications network -
more in real terms than at any time since 1374-75. This
investment will breed new services, new firms and new jobs,

So will the development of alternative and competing services
for electronic communicationy; such as the new Mercury network

for business,

3. Because new technology is important on a wider front,

I propeose to make a further allocation for this purpose,

My rt. hon. Friend, the Secretary of State for Industry, will
shortly be announcing a series of new and expanded schemes.,
These will include additional assistance towards space
technology, and production engineering - including the
introduction of a2 special scheme of assistance to small
engineering firms, And the 100 per cent fipst year allowances
for leased television sets, which was due to bhe phased out
this June, will be extended for a furthep year for sets

BUDGET SECRET /incoroporating 'a
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Section 13 : BUSINESS - CONSTRUCTION MEASURES

1. My Budget last year contained a number of measures
to help the construction industry, which was very
hard-pressed. Activity in construction is particularly
productive of new jobs. Accordingly I now propose

further help to this industry.

2. As T have already mentioned, the public expenditure
plans published today provide work for the construction
industry in 1982-83 worth about £10{ billion - an
increase of 1% per cent compared with last year. For
housing we are looking for a more marked increase.

This year local authorities have greatly underestimated
the success of our policy of selling council houses and
land. The extra revenue which this is bringing in

has not been spent.

Bs For 1982~83 local authorities in Great Britain
have been assured that they can spend up to a total

of some §3 billion on housing, including about

£1 billion of funds which they are expected to receive
as a direct result of the widely appreciated and very
successful right-to-buy legislation. This should
allow an increase of a third in the amount of their
capital spending compared with what they look like

S‘PQAAK
having /in 1981-82.

4, T now propose a further addition for 1982-83,

/designed to help
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designed to help private home-owners whose houses

fall well short of today's standards.

Bs The value of grants given for major repairs,

and for the provision of basic amenities in the home,
under the Home TImprovement Grant System will be
increased for a limited period, to a maximum 90 per
cent of the eligible cost, instead of the 75 per cent

currently available.

6. This increased rate of grant will apply onily

to applications received before the end of 1982.

The purpose is not to add to longer term demands on
the industry but to encourage the take-up of immediate

spare capacity. We also intend to enable more people

to get grants for home'insulatigg;#jﬁghis will be

an addition to the White Paper public expenditure totals
—

7. To pay for these changes and to encourage local
authorities to make more general improvement grants

available their capital allocations in 1982-83 will

be increased by £100 millionf?x

8. My rt. hon. Friend, the Secretary of State for

the Environment, has already announced measures for
1982-83 to give priority to inner city projects that
offer the greatest degree of participation by the
private sector. Building on this, up to &70 million
of the provision for the Urban Programme and for

/Derelict Land
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Derelict Land reclamation will be earmarked for this

purpose in 1983%-8L4,

Tae We have also decided to offer further encouragement
to the private sector and nationalised industries to
bring derelict land into productive use Dby increasing
the grants payable, from 50 per cent of the cost of
reclamation to 80 per cent, in Assisted Areas and
Derelict Land Clearance Areas. The cost will be

contained within the existing programme.

10. TIn addition, we shall give further encouragement

to an increase ég new private investment in housing for
rent. T now propose to introduce capital allowances,
at the rate of 75 per cent for the first year only,

for expenditure on the construction of properties wholly
for letting as assured tenancies by bodiles approved by
the Secretary of State. The scheme will run for an
experimental period of 5 years. Allowances-giilﬂgé

clos v b 3 .
for expenditure incurred as from today.

11. In my Budget two years ago, I introduced the
small industrial workshop scheme, under which
industrial buildings allowance at the rate of 100 per
cent can be claimed on the construction of small
buildings. The scheme has been a resounding success.
Over 5,000 new workshops have already been constructed
for letting to small businesses, at an estimated
Exchequer cost, spread over several years, of

£125~150 million.
/12, I wish to
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12. T wish to improve this scheme, I propose to
bring within the scope of the industrial buildings
allowance and so within the scheme, certain kinds

of servicing, repairing and warehousing activities.

13, The scheme has succeeded in increasing the stock
of industrial workshops at or near the upper size

1imit. But there has been relatively little investment
at the very small end of the range. T therefore
propose to extend the scheme for very small workshops,
of not more than 1,250 square feet, for a further

two years, until March 1985.

14, T also propose to make changes in the liability
to VAT of certain kinds of building alterations.

Tf applied in its entirety, a recent judgement of the
House of Lords would have led to the standard rate of
VAT being charged for the first time on a range of
non-structural building alterations. This would
have imposed an extra tax burden on the construction
industry of about £80 million a year. But even at
that cost it would not have succeeded in simplifying

this very complex part of the law.

15. T propose, therefore, to draw clear lines, which
can be more easily understood - and to relieve the
industry of all but £10 million of the extra tax
burden. T shall in due course lay before the House

an Order which will have the effect of continuing

/tozero-rate
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zero-rate three important kinds of alterations which
might otherwise be adversely affected by the House of
Lords' judgement. These are the most commonly
recognised forms of double glazing, loft and cavity
wall insulation and damp=-proof coursing. This

useful simplification of the law will cost the revenue
about £70 million a year. The other kinds of
non-structural alteration covered by the judgement
will become subject to VAT but, pending the completion
of discussions with the industry, no steps will be
taken to apply the tax before about the beginning of

September.

16, My final proposal in this area concerns Stamp
Duty on house purchase. T propose to raise the
exemption by £5,000, to §25,000, and the other
thresholds also by £5,000, at a total costees< of

£70 million in 1982-83.

17. This will help to improve job mobility and give
some encouragement to house construction. But most
of all it will help those who are buying their first
homes. By the end of this Parliament, no less than
[three out of every ﬁg;%] families will own theilr

own houses - and will, in that sense be shareholders

in a property-owning democracy.

18. All in all, these proposals should bring substantis
help to the construction industry, as well as to a

much wider range of businesses and individuals.
/Section 14: BUSINESS, ENTERPRISE, SMALL FIRMS
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Section 14: BUSINESS, ENTERPRISE AND SMALL FIRMS

Many of the measures I have already announced
form part of the Government's consistent strategy,
to help create the conditions in which businesses
can earn the profits which must provide both the motive

and the finance for new investment.

2. There can be no doubt that rates of interest at
their present level and the consequent reluctance

of companies to borrow long-term at high fixed rates
has caused a distortion of balance sheets. Too

much reliance is now placed on short-term bank
finance. In consequence there is additional pressur%{
on monetary growth. We are all indebted to my rt.
hon. Friend, the Member for Chertsey, (Mr. Grylls)

and others for the way in which they have focussed

public attention on this problem.

3. A number of suggestions have been made for

selective interest rate subsidies, in one form or

/another.
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another. In many cases, the selectivity in the

scheme has favoured lending by the banks, and lending
to "tax-exhausted” companies, in particular industrial
sectors such as manufacturing. We have considered
these ideas very carefully. But we have not yet

been persuaded that they offer the best way forward.
[If he is luecky enough to catch your eye, Mr. Speaker,
my hon. Friend, the Financial Secretary will have
something more to say about this at a late stage

in the debate.]

Bu AL Mas hoad |, N wuuld///
4, 1 % hope aiso that, following the introduction of

the new indexed Government security which I have

announced this afternoon, companies eguadly will

feel free from any inhibition in us#ing indexed debt,

wherever their Boards of Directors consider that

appropriate.

5, However, I attach particular important to

encouraging the provision of equity capital, which

can put the finances of businesses as a whole onto

a sounder basis.

/Tupning now
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6. Turning now to the unquoted sector, helping
small firms to start and teo expand is a vital part
of our policy to increase jobs and output. We are
determined to assist more people to start and expand
their own businesses. As they prosper they will

provide inereasing numbers of new jobs [? figures].

7. In previous Budgets I established the Business
Start-Up Scheme, the Loan Guarantee Scheme and the
Small Workshop Scheme, as well as a large number of
other measures benefiting small businesses. These
schemes are working well. We shall improve them,
both now and progressively, as we get more knowledge

of the way they are working.

8. The reduction in NIS I have already announced
will, of course, be of benefit to firms of all sizes.
I now propose a series of measures designed specifically

to help small firms.

/1 begin
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Or. I begin with equity finance. The Business
Start-Up Scheme, which provides income tax relief
for investments of up te £10,000 in the equity of
companies starting new trades, has been widely
welcomed. I propose to increase the annual limit
from §£10,000 to £20,000. In addition, as less than
a full year has elapsed since it became law, some
petential investors may have been unable to use up
the full £10,000 limit in 1982-82. I propose that
any unused balance of this year’s limit should be
added to next year’'s. This means that, in some
cases, the effective limit for 1982-83 will be as
much as £30,000. This should provide a further

stimulus to investment in new corporate trades.

10. Where capital for development is concerned, many
people have emphasised to me the impertance of the
new provisions introduced in the 1982 Companies Act

for companies purchasing their own shares. These

/provisions will
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provisions will significantly increase the attractions

of equity capital, both to the invester (who under

present arrangements may be reluctant te lock himself

into a minority equity holdingl] and to the

entrepreneur (whe may be reluctant to surrender an

an equity stake permanently).

11. Last summer the Inland Revenue issued a

consultative document about the changes that are

needed in the tax system to help with a number of

problems arising in small and family businesses.

Following discussions, I now propose that certain

purchases by unguoted cpmpanies of their own shares

will not be subject to ACT and income tax. They

will be treated instead as sales of shares by the

shareholder, and therefore subject to Capital Gains

Tax only. This measure will be of special benefit

to small companies which have a limited market for

their shares.

/Two years ago,
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12. Two years ago, I relaxed the conditions governing
profit sharing schemes and reintroduced legislation
enabling employees to take up options to buy shares

in their companies without incurring income tax
liability. I did this because I believe that by
acquiring shares employees develop a commitment to

the success of theipr company. Since then the

increase in the numbers of schemes and employees
covered by them has been extremely encouraging:

there are now some [400] approved schemes, compared

with less than 30 three years ago.

13, It is important to maintain and extend that.

[Spread of wider-share ownership.] Accordingly, I

now propose to increase the value of shares that

can be allocated each year to any one employee under

the profit sharing provisions from £1,000 to £1,250.
ed

I also propose to amend the detailg rules to help

simplify the administrative problems arising on

rights issues. I think we should also give some

/help and incentive
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help and incentive to those who acquire options

outside the ambit of approved schemes. I therefore

propose that the inceme tax chargeable on the

exercise of such an option should be collected over

[3] years rather than in a single sum.

14. Now, loan finance. In the last two years I

have substantially relaxed the rules for tax relief

for interest on money borrowed to invest in small

companies. This year I propose to take this a

stage further. If a shareholder works full-time

in the management of a business he will in future

be able to qualify for tax relief even though he

does not have more than 5 per cent of the shares.

15. In my last Budget I announced the establishment

of a pilot Loean Guarantee Scheme. The scheme

started in June 1981; and since then the demand

for loans has far exceeded expectations. Last

December, in response to that demand, we increased

/the gllocation
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the allocation for the first year from £50 million

to £100 million; but with loans of over [£90] million
already approved after nine months, some further
increase is desirable. Accordingly, following
consultations with the major lending institutions
participating in the scheme, I propose to increase

the sum allocated for the first year to £150 million.
A further £150 million will be available for seheme

Undas N Schunme
loansliuring its second year, to June 1883.

16. I also propose that the limits ?of the "small
companies” rate of corporation tax should go up from
£80,000 to £80,000, and from £200,000 to £225,000,.
This will mean that since 19739 the lower limit has
heen increased by 80 per cent and the upper limit

by more than 150 per cent.

17. The period for income and corporation tax relief
for pre-trading expenditure will be extended from

and to three years.

/Many hon. Members
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18. Many hon. Members will, I feel sure, have been
impressed by the value of the work done by local
enterprise agencies. I have reecently seen something
of this for myself. These agencies depend in the
main on the local business community. Clearly they
play a valuable part in helping small local firms to
star