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Mr Kerr
BUDGET OVERVIEW MEETING NEXT TUESDAY

You are holding the first "overviéw" eetihg next Tuesday morning.
2. The purpose of the meeting, as I see it, is twofold. Thus :-

a. To consider how the fiscal side of the Budget is
starting to shape up, following the indications which
emerged at Chevening; and

b. To consider in general terms the state of play on
the detailed work towards the Budget, the preparation
of important papers, timetabling, and the rest; not of

course restricting this to the fiscal side, but generally.

3. On the question of how the fiscal side is shaping up you may like to refer
to the table attached, which seeks broadly to reflect the indications given at

Chevening. Points to note are :-

a. It is built around a fiscal adjustment £2 billion for
1983-84, as shown in the pre-Budget forecast being put
to you this evening. As set out the costs actually come
to a little less than £2 billion 1983-84, but there are
risks (see paragraph e below).
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The lion's share of the benefit is assumed to go to
persons, by way of Rooker/Mise plus 8 per cent. This
would give around 13} percentage points all in. It
would restore allowances to roughly the same percentage
of average earnings as in 1978-79. It is assumed it
would be accompanied by a comparable increase in Child
Benefit, subject to an adjustment for the current over-

provision of 2 per cent.

The 2 per cent reduction in the main rate of Corporation

Tax is shown, and a further small reduction in the rate of

the’ National Insurance Surcharge is kept alive.

Specific Duties are in general revalorised, but a provision
is made for something less than this in some cases. The
provision shown would roughly allow for half revalorisation

only petrol and derv.

Separate notes will come forward before the meeting on
packages and fiscal risks. As it stands at the moment

the provision shown of £300 and £450 would be adequate to
cover the lower end of where these might come out, but not
the upper end. The packages and fiscal risks papers will
cover amongst other things 0il Taxation, Mortgage Interest
Relief ceiling, and the Capital Taxes.

Making some heroic assumptions about how the specific duties
and packages split between "industry" and '"persoms" the total
revenue cost in 1983-84 of the Budget and Autumn taken together
as shown (£3080 million) splits almost exactly evenly between

the two classes.

While (subject to risks) the figures are fairly comfortable
for 1983-84, for 1984-85 the position is less so, and all
other things being equal this pattern would lead to no
positive fiscal adjustment (indeed a small negative one)
being shown for that year in the next MIFS. This is a
point tiat needs watching. It raises, of course, the
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question of the PSBR path after 1983-84, and particularly
the figure to be shown for 1984-85 (currently 263 billion
or 2 per cent of GDP).

h. The assumption is made that public expenditure costs
involved (in Child Benefit and in certain package elements)
can all be absorbed in the Reserve. This is a matter being

looked at separately.

4. The meeting might like to note and perhaps discuss each of these points.

Questions for discussion include :-

a. Without final decisions being taken, is this the broad

sort of pattern to be retained on the table?

b. Are there any important elements omitted, on which
further work ought to be done?

c. Does the position as shown for 1984-85 give such concern
that it should alter the pattern that would otherwise be

desirable.

d. For the next overview meeting is a note on the lines of
the attached what is wanted, or would it be preferable
to alter it in any way; specifically should alternative
possible budgets be prepared and set out?

S. The second leg of the meeting might discuss the progress overall being
made. In particular :- '

a. Papers on each of the main elements (specific duties,
company sector taxes, and personal taxes) are in pre-
paration or have been prepared, and meetings are being
set up, to discuss them. A full note of main papers

being prepared is attached.
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The separate note coming forward on Monday on packages
and risks will indicate the progress on each element
here, and the meeting may like to take note of this -
though it is assumed that Tuesday's meeting will not
want to tackle individual items in the packages sub-
stantively; separate meetings as necessary would be

better for thise.

On the non-fiscal side, work is in hand on the question

of the different monetary aggregates, leading on towards
drafting of the MI'FS and then the FSBR; and drafts of the
Speech will start coming forward fairly soon. The meeting
may like to glance at the outline timetable attached to

Mr Norgrove's minute to Mr Kerr of 19 January; and Mr Kerr
has, of course, got a more detailed note of some of the more

specific meetings that need to be set up.

Outside the Treasury, those who will need to be consulted
are the Governor and the Secretary of State for Social

Services, amongst others,

[
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BUDGET OVERVIEW
Revenue/Expenditure PSBR
1983-84  Full Year 1983-84 1984-85

BUDGET PROPOSALS
1. Specific Duties 150 150 150 150
2. Industry: direct

NIS 200 400 200 300

CcT 130 250 120 170
3. Persons: direct

Allowances 1200 1500 1050 1100

Child Benefits { 100] [ 300]
4. Packages (say) 300 450 300 450
5. Fiscal Risks (say) Nil Nil Nil Nil
A. TOTAL BUDGET 1980 2750 1820 27170
Fiscal adjustment in Forecast 2000 2000

_ s
AUTUMN MEASURES
NIS 700 700
NIC Loo 400

B. TOTAL AUTUMN 1100 1100

TOTAL A + B 3080 3850

DATE: 21 January 1983

£m changes from indexed base

Comments

Assume revalorisation overall in general but
provisional allowance for some under-
revalorisations.

3% reduction from August, private sector only.

Reduce main rate to 50%: 40% rate remain.

Rooker/Wise plus 8%.

Rooker/Mise + 8%. Less 2% current over-
provision. Public Expenditure, assumed charged
to the Reserve. )

Overall provision, separate notes to_be
submitted. PSBR cost taken as *Fevenue cost.
Any public expenditure elements assumed charged
to reserve.

As in January 1983 pre-Budget forecast.

1% reduction from April, private sector only
Under-increase in NIC compared with Fund balanc
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Papers immediately in preparation

Subject

The main excise duties, paper by
Customs and Excise (other consequential
minor duties will be covered in papers
to the EST).

NIS: summary note on options, drawing
together material from earlier papers,
by FP and others

Car tax: Treasury/Dol report

Personal tax thresholds, by IR

Corporation Tax, main rates and Green
Paper issues

Submission on social security and
Mr Fowler's Budget representations

Date to be submitted

On 24 January

In week of 24 January

Early in week of 31 January

Before 1 February

Also before 1 February

First week of February

Note: Thesze-are the main papers on the fiscal front. Other papers are of course

also in preparation.
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NOTE OF A MEETING ON MONDAY 24 JANUARY 1983 AT 12 NOON
IN NO 11 DOWNING STREET

Present: The Chancellor of the Exchequer (in the Chair)
Chief Seftretary
Financial Secretary
Economic Secretary
Minister of State (Revenue]
Mr Bailey
Mr Middleton
Mr Mohck
Mr Odling-Smee
Mr Willetts
Mr Crawley - IR
Mr Béighton - IR

————————— ——————— ———— T —— T ———— T —— —— - ——— - -

TAX TREATMENT OF GILTS

The meeting had before it Mr Monck's submission of 11 January, the
Financial Secretary's minute of 13 January, the Minister c¢f State
Revenue's Private Secretary's minute of 14 January and the Private

Secretary to the Economic Secretary's minute of 17 January.

The Chancellor said that his natural predilection had been against

tax exemption for gilts, No one would invent it if it did not exist
already, but the papers showed a general lack of enthusiasm for its
removal. Mr Middleton agreed that the CGT exemption should not have

been introduced. But on macro=-economic grounds removal would

probably not have very much effect.

Mr Robson pointed out that the major problem was that the current
favourable tax treatment of gilts created a distortion. It made no-
risk investment more attractive. He believed that if we were moving
to the ideal world of the Financial Secretary in a short time scale,
then it could be justified to keep the favourable treatment. But
that was not the situation. Mr 0Odling-Smee pointed out that although

the aggregate effects might be broadly neutral the move would change

decisions at the margin for the individual investor. If the costs
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of the change were small as was suggested in the papers he thought
it would be a good idea to do something that would improve the
efficiency of the financial part of the supply side. Mr Middleton

pointed out that the Government would have to achieve its funding
target as before, and the change would mean that that would have to
be done at higher interest rates. There was also a disadvantage
that a change in the treatment of new stock would produce a windfall
capital gain to all holders of existing stock. Summing up this

part of the discussion the Chancellor said that although his intellect-:

ual preference was for the approach outlined by Mr Robson, he
reluctantly agreed with the conclusion in Mr Monck's minute that

there was not a sufficient case for reversing the privileges now.

There was a brief discussion of the question of disallowing the

treatment as capital of uplift on low coupon gilts. Mr Beighton

suggested that an effect similar to the removal of capital treatment
for uplift could be achieved if the Government foreswore future issues
of low coupon gilts and issued indexed debt instead. Mr Bailey

‘said that this would have the beneficial impact of reducing gilts'
attractiveness to higher rate taxpayers whose money the Government
was trying to attract into the Business Expansion Scheme.

Mr Willetts suggested that to refrain from issuing conventional low

coupons and issue indexed gilts instead might look and be ineffective
because the instruments offered similar attractions for the high
income investor. Mr Monck said that to the extent that investors
did find gilts less attractive, this would make funding more
expensive,

Discussion then turned to the question of extending the capital route
to corporate bonds. The guestion was discussed in the consultative
document issued by the Inland Revenue, There was a danger though
that comments would overstate potential enthusiasm, as it was more
likely that brokers, rather than those who took industry's financial

decisions, would comment. The Economic Secretary did not see that

R B
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the change would make issue of deep discounted corporate bonds more
attractive for the corporate borrower., It was not clear that there
was a demand for borrowers for this sort of capital option.

The Minister of State (Revenue) was less convinced by the arguments

on unattractiveness. The market would ensure that the benefit was
shared between borrower and lender. But he did see potential problems
with the conversion of income into capital. Mr Crawley said that
granting capital treatment could increase the pressures to breach the
firm line against asymmetry. Another significant problem was the fact

that the Government could control the size of discount on its own

stock, but not the private sector's. Summing up this part of the
discussion the Chancellor did not see sufficient enthusiasm to proceed
with this proposal at this stage. But he would like to reconsider

this and the related issue of gilts once the response to the consultative

document had become clear.

Jick

JILL RUTTER

—— ——————————— ———— —— ————————— — — —— — —————— ———— ——— ——————— — — —, — —— i, — o ——— — ——— — -
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FROM SIR DOUGLAS WASS
DATE 24 JANUARY 1983
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Financial Secretary
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“u") MM ' Minister of State (R)
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= Mr Burns
Mr Littler
Mr Middleton
Mr Bailey
Mr Cassell
Mr Moore
Mr Hall
Mr Ridley
Sir Lawrence Airey IR
Sir Douglas Lovelock C & E

Mr Kerr
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BUDGET PACKAGES

You are holding your first Budget overview meeting tomorrow morning. Peter Kemp's
minute of 21 January sets the scene for this. It will not be an occasion for a detailed
discussion of the packages, but it would be useful this time for you to say how the
packages are to be managed and to review how they fit into the overall Budget
arithmetic. Further versions of the material on the packages will be circulated before
each overview meeting, intended primarily as background. Note A below summarises
the arithmetic. Note B attached sets out the pPackages in some detail. Note C lists
some fiscal risks, updating a report you saw before Chevening. Iunderstand that B and
C between them cover all the Ministerial "representations" so far received, except

agriculture and heritage.

Handling of the packages

2. The name of the Minister responsible is marked against each of the items in Note
B and I have asked one official to take over a co-ordinating responsibility for each
package. The lists in Note A include for the record all of the items which were on the
table for your meeting on December 8. Some of these have since been ruled out, and
they can be dropped from the next version. The intention similarly is that proposals
ruled out this week will be recorded as such next week and then dropped from the list

for the following week.
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3. The list also sets out so far as possible dates when submissions may be expected.
You are invited to note these. You may yourself want to hold meetings to look at

individual packages in the round as they reach a suitable stage.

4, Whilst, as I say, your overview meetings are not the place for detailed discussion
of the packages, you may feel able now to rule out a few items which have virtually
been dismissed already and it would be helpful if you could do so. They are:

- in the small firms and enterprise package, equity linked subsidised loans,

debt-equity conversion and VAT annual accounting (items (d), (e) and (u));

- in betting and breeding, VAT on bloodstock and probably general betting
duty (items (a) and (b)).

You will also note that three areas are ready for decision:
- Capital Transfer Tax;
= the tourism package;
- share options proposals (subject to the Financial Secretary's views on the

paper by the Revenue dated 21 January).

Packages, risks and the Budget arithmetic

5. Note A summarises the arithmetic. You will see that at the lower end of the

ranges the costs could be accommodated within the arbitrary £300 million in 1983-84

and £450 million in 1984-85 provided in the overview. However the ranges are wide

and there are major uncertainties. All of the risks in Note C are substantial. For the
packages (Note B) the main uncertainties relate to:

- the Business Expansion Scheme (the first item in Note B) where the costs

are unpredictable but could be high (note that the summary tables make no

allowance for this);

. mortgage interest relief (the summary allows for an increase to £3 5,000);

- oil taxation, with a wide range of possible costs, and dependent too on a
decision about the rate of Corporation Tax (and the need to bear in mind
any changes in North Sea oil prices);

- caring and charities, where we have to make sure that the Family Policy
Group does not become an obstacle to progress towards decisions. I
imagine that in view of the political importance of this item you will want
to tell the Prime Minister what you are minded to do before you take a

final decision.

All are potentially expensive and early decisions on any of them would be particularly
useful in reducing uncertainty and allowing faster progress in other parts of the

Budget.






6. Note C refers briefly to the investment income surcharge and stamp duty.
Neither is covered in the packages or in the main papers commissioned. Would you

like papers on either or both?

Conclusion

I invite you:
(i) to note the allocations of responsibilities and dates set out in Note B

(paragraphs 2 and 3 above);

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

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

(iv) to note the role played in the package arithmetic by the four major items
mentioned in paragraph 5, and to consider how they are to be taken

forward;

(v} to consider whether further work is needed on possible changes to the

investment income surcharge and stamp duty (paragraph 6).

b

DOUGLAS WASS
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NOTE A

CONFIDENTIAL DATE: 24 January 1983

£million revenue costs

BUDGET 1983 - PACKAGES ETC - SUMMARY

198384 1984-85
Total P/Ex Potal P/Ex
element element

Packages (Note B below) 340-540 107-108 577-938 200-201
"Risks" (Note C below) 0-727 o-467 0-1003 0-703
Child Benefit - RW + 8% or
5%, both less 2% (In main 70-100 70-100 200-300 200-300
overview).

410-1367 177-675 777-2241 Loo-1204

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

1983-84 1984-85
Total as above 410-1367 777=-2241
Less Public Expenditure 177- 675 Loo-1204

233~ 692 377-1037
Provided in overview 300 450

Notes:
1.

2.

Numbers are uncertain at present, and the final figures will
not necessarily fall within the ranges shown.

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

CONFIDENTIAL
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BUDC™T PACKAGES: COSTS SUMMYMARY TABLE

Nore &

£ million

1985-84 1984-8Y Full wvear

Enterprise and Swmall Firums 49 77 118

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

of which public expenditure: - - B

(85—

Technology and Innovation 45 .85 115

of which public expenditure: 45 75 75
Construction 77-102 108-153 105-140

of which public expenditure: - = =

85—

it Taxaztion- R i ERRTRRT i e Te oo Ny _ 158~-498. | . 545( >

ol which publlc expendlture - = -
Tourism o= 3‘2 _

of which public expenditure: S>-4 o=
Agriculture - 5 5:?

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

of which public expenditure - - -
Caring and Charities 55-60 125-150 130-1;2

of which public expenditure: S4 117 7
Fairness in Yaxation vields 5 58-78 7%-98

of which public expenditure: - - -
TOTALS 340-540 577-938 830-855
of which public expenditure 107-108 200-201 197

CO rb“:\i aié\l. o4 January 1983

CONETTTNMT AT






BUDGET PACKAGES
SUMMARY NOTE

Ny PACKAGE.: SMALL FIRMS AND ENTERPRISE
CQNFEDE:%T!AL DATE : 24 January 1983

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

ITEM

STATE OF PLAY

REVENUE COST £m

(a) Business Start-Up Scheme
(Business Expansion Scheme)

(b) Small Firms Investment

Companies.

(¢) Joint venture vehicles fon

institutional investment.

(38) Equity linked subsidised

loans.

(Contined/..)

Extension of life of Scheme already dgreed.
Revenue submission (Mr Battishill) to FST
on extension of coverage and possible other
changes gubmitted on 17.1.83. Cannot be

costed at this stage: later year cosﬁs could bg
significant. Meeting fixed for 24 or 25.1.83.

Chancellor's meeting on 12.41.83 agredd that
this should now be dropped from the éackage.

Discussed in Revenue (Mr Prescott) submission
of 4.1.83 and FP (Mr Moore). submissign of 4
11.1.83, FST asked FP and IR to sound out
institutions on possible constraints or their
investment in small firms.

FST winuted Chancellor 30.12.82; discussed at
Chancellor's meeting on 12.1.83, which agreed
that work should continue.hnt nnlikely runner.}|

FST meeting 20.1.8%. See next item

CONFIBENTIAL

1983-84 1984-85 Full Year
‘na na na
na na na
PAGE NUMBER
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BUDGET PACKAGES
SUMMARY NOTE

e Nitb/oiN LA

DATE

: 244 January 1983

ITEM

STATE OF PLAY

REVENUE COST £m

198%-84

1984-85

Full Year

(e) Debt-equity conversion.

(f) Zero and deep-discounted
stock ‘

(g) Disincorporation.

MST(R)

(Continued/...)

Bank paper forwarded to FST (Mr Moore's minute

of 11.1.8%); Chancellor's meeting 12.1.83
considered unlikely runner, but agreed that
work shauld continue. FST meeting 20.1.83.
FST mlnuted Chancellor 24.1.83 recommendlng
this and item (d) be dropped.

Consultative document issued 12.1.83. Not
costed éince no definite proposal yet
identified. Paper also covers shelf issues,
and comﬁents requested by 11.2.83.

Examined 4n Revenue submission

(Mr Battishill) of 20.12.82 to MST(R);
Chancellor's meeting of 12.1.83 agreed that
not a runner for 41983 Budget.

na

na

na

PAGE NUMBER






BUDGET PACKAGES

PACKAGE: SMALL FIRMS AND ENTERPRISE

. !- T
SIESERE NOSE CONF %DﬁNTlAL DATE oy January 1983
REVENUE COST £nm
ITEM STATE OF PLAY ' :
1083-84 1984-85 Full Year
(h) Simplification of PAYE Discussed at FST wmeeting 17.1.83%. Revenue
and NIC payment rates: (Mr Isaac) to report on means of making it
Schedule E/D frontiers. easier for employers to operate net of tax
system. No costs involved. Revenue slso to
report gn Schedule E issueé. ‘ - - -
(i) Capital Transfer Tax Various Revenue (Mr Beighton) submissions on
rates réductions and furthér business/
agriculgural reliefs discussed at FST's
meeting on 13.1.83; FST minuted Chancellor
18.1.83. 27 45 85
(j) Loan Guarantee Scheme Discussed at Healfh of Ind@stry meeting on
CST 11.1.83, DOI letter with detailed proposals
awaited. (pe) 5 (pe) 5 -
(k) Kreditanstalt etec. Chancelior's meeting 12.1.83 agreed that this
, this should be dropped from the package. - - -
(Continued/..).

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

s

CONFIDENTIAL

DATE

: 24 January 1983

PACKAGE: SMALL FIRMS AND ENTERPRISE

REVENUE COST £m

ITEM STATE OF PLAY -
1983-84 1984-85 Full Year
(1) Enterprise agencies: Discussed at Chancellor's meeting on 12.1.83,
widening of qualifying where presumption against. Revenue
conditions for relief. (Mr Battishill) do not, therefore, intend to
make a submission and no cost figures are
included. - - o
(m) VAT registration/ Customs submission 24.12.82: Ministerial
de-registration thresholds. decision reached. 5 10 10
EST ]
(n) Corporation tax: small Revenue submission (Mr Green) pending.1% !
companies profits limits and point reduction in small cqmpanieé rate
tes. st £1 i i i - (
rates MST(R) would cos O million in 1983-84 and
£15 million in full year. Cost of
revalorisation of profits limits shown
opposite. 10 15 16
(Continued/..)
L
NFIDENTIAL PAGE NUMBE
COIl NTAL AGE NUMBER
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BUDGET PACKAGES

PACKAGE: SMALL FIRMS AND ENTERPRISE

CONFIDENTIAL DATE

SUMMARY NOTE : 24 January 1983
’ REVENUE COST £m
TTEM STATE OF PLAY -
1983-84 1984-85 Full Year
(s) Enterprise Bonds FP (Mr Reed) submission to FST 17.1.83 -
recoumending against. Cost not quantifiable. - - -
(t) CGT: monetary limits Revenue submission (Mr Bryce) to FST 13.1.83%,
package. FST (17.1.83) commended package to Chancellor. under 1 under 1 under 1
TOTALS 49 57 118

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

Remains -on starters list and Customs.
(Mr Fraser) submission ' 20,1.82 to_EST. But in |
view of substantial 1983-84 cost (up to
£190 willion) and Ministers' lukewarm reactiom
at 15.12.82 meeting, not costed into package.

CONFIDENTIAL

PAGE NUMBER ©
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BUDGET PACKAGES PACKAGE: WIDER SHARE OWNERSHIP
SUMMARY NOTE C@a‘g;"wm‘ ST AL DATE o4 January 1983
| REVENUE COST £m
ITEM ) STATE OF PLAY : -
1983-84 1984-85 Full Year
d) Options tax shares scheme Bank of England paper (10.1.83) discussed
briefly at Chancellor's meeting (12,1.83). 20 20 20
Revenue (Mr Martin) submission
21.1.83. Costs imponderable; likely
maximum shown opposite.
e) Relief from stamp duty for '
"small parcel" share
transactions ] |
f) Employee bonds Rejecéed at Chancellor's meeting (?2.1.83) - - -
g) "Loi Monary!" relief
TOTAL" 55-60 55-60 55-60
PAGE NUMBER

CONFIDENTIAL
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BUDGET PACKAGES PO PACKAGE: WIDER SHARE OWNERSHIP
SUMMARY NOTE CUﬁ\'.*igj__‘ < i sfg‘l_ DATE : 24 January 1983
Minister in lead: FST
Official in lead: Mr Moore
| , REVENUE COST £m
ITEM STATE OF PLAY '
1983-84 1984-85 Full Year
a) Reintroduce "top hat" Chancellor's meeting 612 .1.83) rejected _ _ _
reliefs scheme Mr Jenkin's proposal (his letter of 6.12. 82)«
|
b) Minor changes to existing Mr Jenkin's letter (6.12.82). Revenue -
schemes (Mr Martin) submission 21.1.83. Potential
cost up to6 £100m, not included at this staged
c) Major optiocns for change:
i) Increase annual upper:| ) : :
limit for profit sharin { : 22 22 25
schemes from £1250. - : : :
ii) Increase monthly limit| ) Chancellor's meeting (12.1.83) dlscuss d.
savings-related share Revenue (Mr Martln) submijssion : - - -
option schemes 21.1.83. Parallel submission on (ii) from
HF division (Mr Monck) to EST 24.1.83 :
iii) Extend instalment : £ 1 10=4% - 10-15 10-15
period under shar
option schemes )

C E IS AT é\!. PAGE NUMBER 1
(:E 1\ B E s N éE - -
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BUDGET PACKAGES CO “-‘" '-"'f N 5AL PACKAGE: TECHNOLOGY AND INNOVATION
SUMMARY NOTE DATE : 24 January 1983

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

REVENUE COST £m

IIEM STATE OF PLAY -
19832-84 1984-85 Full Year
(a) Extension of transitional | Financial Secretafy agreed extension 12.1.83% | nil 10 -
period for capital allowances | following Revenue: (Mr Battishill) submission i (10 in
on British filwms. 3.12.81: may be énnounced in week ending ! 2282;22’
- 21.1.83. : ¥ ' 1984-87
FST - period)
(b) Extension of transitional Flnan01al Secretary agreed exten51on 7.1.8% ¢ nil nil -
period for capital allowances follow1ng Revenue (Mr Battlshlll) subm1531on (30 in
for rented teletext/viewdata | of 23%.13.82. ' 1985-86,
: 65 over
televisions. | : 1985-88
eriod
FST o )
(continued/..)
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BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL
FidaiN A PACKAGE :

DATE

TECHNOLOGY AND INNOVATION
24 January 1983

REVENUE COST &m

ITEM STATE OF PLAY '
1983-84 1984 -85 Full Year
(c) Small Engineering Firms ) ) ) 2
Investment Scheme. % -g g '
) 4 i ) )
(d) "Alvey" - support for % Mr Jerkin's proposals contalned in his 2% %
research in advanced IT. ) letter of 12.1. 85. involve expendlture of ) ) )
g £33 mllllon in 1983-84 and £60 million in % % g
(e) "Support for Innovation" ) 1984-85 and 1985-86. )(pe).45 )(pe) 75 ) (pe) 75
programme. ‘ g : ‘)\ % 3 . .
) 3(1985—86)
J : )
| . \ : > )
(f) Other expenditure items. -|The letter also contained proposals for 9 3 ) }
other items, involving expe@diture of ) g %
£34 million in"1983-84, £68 million in 13 ) D
1984-85 and £85 million in 1985-86. This ) % :
gives total DOI bids of £67§mi11ion, j% ) %
£128 willion and £145 willipn respectively. ) )
A submission on Mr Jenkin's letter is in = =
preparation in TA (Mr Lovell) who sugggggALS 45 ‘85 (1145
pids be costed at 45,75, 75.. 985-86)

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

DATE

PACKAGE:

v

CONSTRUCTION
24 January 1983

Minister in lead: CST
OfficiaX in lead: Mr Moore

REVENUE COST £m

TIEN STATE OF FLAY ,
1083-84 1984-85 Full Year
(a) Mortgage Interest Relief Revenue (lMr Stewart) submisgsion 3.12.82 to FST| 75-100 100-125 75-100
ceiling (starter no 105) Chancellor's meeting 24.1.83 to discuss.,
FST Cost figures assume increase to £35,000
(b) Stamp duty threshold Consultétive document to be issued this month.
MS1(R) ChancelXor to have s meetlng to dlscuss.
Mlnlster in lead - MST(R). Offlclal in
lead - @r O'Leary (IR). Usually regarded as
an alternative to.(a) - costs not thérefore
1ncluded in total cost of package. Increase
in thHreshold of £5 000 would cost £6®m in
198%-84 and £70m in 1984- 85 and a full year.
(¢) DLT - own use deferment Revenuei(Mr Beigh%on) submission 13.7.8% to - less than 1 5
(starter no 178) MST(R) recoumends: extension of existing
MST(R) deferment provision.

::-!’_5. f'"m""ﬂ"' "'“'" fl-—aj 1

Nk N ‘_J—\ &
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BUDGET PACKAGES (:gf""‘ BTN PACKAGE: CONSTRUCTION
: b : _a u . - .
SUMMARY NOTE DATE H 24 January 1983

‘ REVENUE COST £m
ITEM STATE OF PLAY , ‘ -
1983-84 198485 Full Year
|
j
(3d) Home Improvement .- repair .|Mr Heseltine's letter of 6.1.83. CS% has i - - -
grants or enveloping. recently turned down proposals to extend both ;
(letter of 10.1.83 to Secretary of State for
Wales). | ' : ’ ]
(e) Extend capital allowances Mr Heseltine's letter of 6;1.83. FS@ ! qless thaﬁ 1 1 5
for assured tenancies to shared| minuted Chancellor (19.1.83) advising against
ownership. action.
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BUDGET PACKAGES

3

CONFDENTIAL

PACKAGE: CONSTRUCTION

of office space
qualifying for

SUMMARY NOTE DATE : 24 January 1983
: X | REVENUE COST £m
ITEM STATE OF PLAY 2' " .
4 1983-84 198485 Full Year
(f) Minor items in
Mr Heseltine's 6.1.8% letter
including: .
(ii) capital allowances ) less than 1 na na
for refurbishment %
of industrial and )
commercial buildings. % . : [
1) Revenue submission pending . 3
(ii) increase proportion g : less than 1 na 15=25
)
)
)
)

Industrial Building
Allowance.

(Contined/..)

(5 r——
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S TIPS
BUDGET PACKAGES G o iAL PACKAGE : CONSTRUCTION
SUMMARY NOTE _ : : . DATE : 24 January 1983

; REVENUE COST £m
ITEM - STATE OF PLAY : .
- 1983-84 1984-85 Full Year
(iii) Allow private Revenue submission pending. less than1’ 2 5

landlords to offset
repair costs against :
all income ’

Note: FP (Mr Robson) to prepare submission

on package as a whole for CST. 5 Q

Note: ‘Possible increases:iin local ?uthority 4

expenditure, wh;ch wouldireduce shortfall

but net add to public expenditure,.are not |

costed into package. ' 7

TOTALS 77-102 108-13%3% 105-140
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BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL

PACKAGE: OIL TAXATION
DATE 19 : January 1983
Ministeér in lead: MST(R)

Officidl in lead: Mr lMiddleton

: REVENUE COST £m
ITEM STATE OF PLAY ' -
1983-84 1984-85 Full Year
A) North Sea Regime,?phasing Chancellor agreed package (meeting 5/1/83). ﬁ
out APRT etc. (Starter Secretary of Staté for Energy pressing for ? 40-200* 160-500*  [345 (1985~
no. 109) more. Revenue (Mr Crawleyj submission of @ 86)
18/1/8% on APRT: further submission to ; 310 (é3%6_
MST(R) shortly. ‘ {
B) PRT expenditure reliefs and | Consultative document issued (May 1982). ; - - -
receipts (Starter no. 115) Revenue (Mr Crawley) submission 17/12/82. E
Costs véry dependént on opﬁions; coﬁld be
yields of £15m in 85 84, £70m in 84- 85 and
£100m in later years. Costs not included in
package total. . ¢
C) PRT: recovery of over- MST(R) agreed (meetlng 15.12.82) subgect to less than 1| 2 yield 2 yield
allowed expenditure reliefs review 6f priorities for FB. ; Yyield
(Starter no. 164) |
1
r
* Note - hlgher figures reflect cost of proposals -of Secretar

Full year consequentials of these are not quantlfled

Y of Statg be Eww 'PAGE NUMBER 1
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BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL

PACKAGE:
DATE H

OIL TAXATION
19 January 1983

REVENUE COST £m

II'EM STATE OF PLAY -
: 1983-84 1984-85 Full Year
D) PRT: relief for direct MST(R) agreed (mtng. 15/12/82), subject to |
exports from tanker-loading | Finance Bill space. Nil cdst .5 = - -
fields (Starter no. 163). ,
E) PRT: oil allowance: option MST(R) agreed (mtng. 15/12/82), subject to it
to take against oil only review bf priorities for BB space. Nil cost. - - =
(Starter no. 162). -
F) PRT: exempt gas & payback Inland Revenue awaiting details from a na na na
(Starter no. 166) company:of possible injustice. Subﬁission
from Mr Crawley next monthi. No costings
possiblg until details received.
G) PRT: relief for transfer of| MST(R) égreed (meeting 15.12.82) subject to ji 1 less than 1| less than
gas between fields in same review of priorities. ﬂ
ownership (Starter no. 167): i

& e e
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BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTTAL

PACKAGE:

DATE

ERsn i Sk S

OIL TAXATION
19 January 1983

STATE OF PLAY

REVENUE COST £u

TIEM |
I 1983-84 1984-85 Full Year
H) Recovery of corporation tax| MST(R) agreed (minute of 6/1/83%) subject to | less than 1| less than 1|less than
unpaid by non-residents review of priorities for FB space. ; Jield yield yield
from licensees (Starter i
no. 184). }
I) 0il valuations to reflect MST(R) ﬁas adviseh Chancelior (22/12/82) that
normal credit terms legisla@ion needed to counter risk of loss of - - -
(Starter no. 187). £200m of revenue. Nil cost. {
J) Relief for gas sales direct| MST(R) doubtful ( note 30.41.82) if proposal |
to industrial consumers merits §pace in Finance Biil but will review. - . -
(Starter no. 192). Nil cost. ' .
TOTAL 40-200 158-498 345 (85-86
310 (86-87

;
NI pEz
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BUDGET PACKAGES
SUMMARY NOTE

DATE

PACKAGI«&} :

TOURISM

19 January 1983

: . Minister in lead: EST
Official in lead: Mr Moore

STATE OF PLAY

REVENUE. COST £m

ITEM .
1083-84 1984-85 Full Yea:
FP (Mr Robson) submission df 1%3.1.83 to EST
examined the case for a tourlsm package and
the measures it might 1ncldde. These are:- i
-. ;
(a) VAT reliefs In view ,of the very high costs and the strong | - - -
presumptlon agalnst such actlon, thls item has
not been costed into the pdckage. |
(b) Rating reliefs Because:of the difficultieé involved with his f - - -
proposal, it has not been cdosted intd the ;
package. 3
(¢) Capital allowances There aﬁe two main proposaﬁs:-
(i) an increase in the existing 20%:initial: nil nil (around 10
3 o : after 4
allowance to, say, ﬁOﬁ, ? rears)
(ii) éxtension of allowances to smaller nil nil (around 5
(continued/..) hotels and self-catering accommodation.| ;£Z§2)4
CONFIDINTIAL '
N ﬂw:...n 3 - PAGE NUMBER






BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL

PACKAGE:

DATE

i
)
&
¥
¥
1

TOURISM
19 January 1983

ITEM

STATE OF PLAY

REVENUE COST £m

1983-84, 1984-85

Full Year

(d) Increased grants under
Sector 4 of Development of
Tourism Act.

"

The EST minuted the Chancellor on 19:1.83
recommending against all of these measures.

"
“
g
-

&

=== T

(pe) 3-4 | (pe) 3-4

1

~ OTALS

(pe) 3-4 (pe) 3-4)

CONFIDENTIAL

Ry — - -

' PAGE NUMBER 2






BUDGET PACKAGES
SUMMARY NOTE

DATE

PACKAGR : AGRICULTURE
ﬁ oy January 1983

Minisﬁ!% in lead: FST
Officia} in leadg Mr HMoore

1

STATE OF PLAY

REVENUE COST £m

ITEM
1983-84 1984-85 Full Year
(a) CIT agricultural relief )JBoth recommended in FSI's minute to' Chancellox = = -
for let land. %of 18.1.83. They are also part of the CTT
Jitem (f) in the Swall Firus and Enterprise
(b) CI't' payment by instaluments )packagé, and theiefore ggﬁ costed here. - - -
: \ - )
(¢) CGI' rollover relief for Revenue (Mr Byrce) submission to FST pending - nil- 3 5-6
let agricultural land. on latest round of correspondence with ;
outsidé advocates. Potenﬁial reperéussions
could increase cpsts. - ;
(d) Rental income to be This was included in the packages nete of - - -
treated as earned ircome. 9.12.8é. But in view of the fact that it ha
been examined anﬁ rejecte& on many previous
occasi¢ns, Reveniie suggest it should be
deleteé without é submission. :
Proposals in MAFF letter of 21.1.83 to FST
not ineluded in package as yet.
1OLALS- - 3 5-6

CONFIDENTIAL
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BUDGET PACKAGES

PACKAGE; BETTING AND BREEDING

SUMMARY NOTE CONFEDEE“%{TE AL DATE % 19 January 1983
Minister in lead: EST
Officiai in leady; Mr Moore
-_ e REVENUE COST £m
ITEM STATE OF FLAY ' -
1983-84 1984-85 Full Year
EST's preliminary; view is that package should
have low priority‘(minutes of 2.12.82 and i
9.12. 82) but three items are being examlned*
EST to mlnute Chancellor on package in due couTse
(a) VAT on bloodstock Customs§ (Mr Knox? submlsslon of 7.12.82 ' 6 6 6
explainéd difficuities; Chancellor eommented
(9.12.82) that objections seemed pretty 1
decisive. : 4 -
(b) General betting duty Customs submission (Mr Knox) of 11.1.8%
analysed implications of 2% reduction in duty
(cost £65 75 willion a year) and recommended
against: EST mlnute to Chancellor (18 1.83 .
sgreed. end suggested that any concesslon R
should pe on “tax on tax" p01nt Latter
_ therefore costed in package. 15-20 15.20 15.20
(¢) GAMING: redistribution of] Customé subm1851én pendlng.
taxes towards larger casinos. - ; E na na na
' TOTALS T 21-26. 5726 o106

CONF@DEHTiAL
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BUDGET PACKAGES
SUMMARY NOTE

rk} :‘"’?d'r-rs e "o fﬂé r;"“%_
CC& \V;l ﬁi.dmﬂ\ ié:‘

PACKAGE: CARING AND CHARITIES
DATE  :

j 19 January 1983

Minister in lead: CST
Official in lead: lMr lMonger

STATE OF PLAY

REVENUE ‘COST £u

ITEM — ! .

1983-84 1984-85 Full Year
(a) Extension of Widows' FST recéommended (11.1.83) following ﬁevenue
Bereavement Allowance for (Mr Isagc) submission of 23.12.82. @hancellorﬂ
further year. (12.1.83) said that decision should be taken
in context of this package, so decision pending 20-25 25+30 25-30
(b) Restoration of 5% ) I (pe) 20 (pe 56 60
abatement of invalidity %Neither currently included in package 5 , (1985-86)
benefit. ‘)emerging from MISC 88. But discussibns ! -
r)on small changes continuing: (e¢) a

(¢) Removal of invalidity gpossibility but (b) unlikely. (pe) 7 pe 5

benefit "trap".

(cont;nued/...)=

1

17
(1985-86)

CONFIDENTIAL
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BUDGET PACKAGES g g B b, 3 PACKAGE CARING AND CHARITIES
SUMMARY NOTE CONF i“ 1EHTEAL DATE 19 January 1983
. REVENUE COST £u
ITEM STATE OF PLAY : : .
_ 1983%-84 1984-85 Full Yea:
(d) Development of voluntary |) (pe) 8 (pe) 8 %28%5886
etc care services for elderly. % 55 ov;r ’
L . % Propo§als in Mr Fowler's, paper, far 5 years)
(e) Extension of qualld Car? ) discugsion at Family Polﬁcy Group :(no date - (pe) 4 : (pe) 12 E33%5j§6)
Allowgnce. % fixed) , on came of the klderly.
] |
(f) Abolition of Dependent ) 20 saving | 20 saving 20 savin
Relatives Allowance. g .
: 5
(g) Abolition of £250,000 Revenue submission (Mr Beighton) pending, under 1 under 1 under 1
ceiling for CTT exemption on. | following FST and CST (minutes of 20.12.82 . [
gifrs to charities. and 21.12.82) agreeument that should be
considered. '
(h) Deeds of covenaht: A ReVeqye suggestion, but @o submisgion to nil 1-2 1=2
increase in ceiling for higher| date. ?osts are .for increkse from £3,000
rate relief. to £3,500.
(Continued/...) .
PAGE NUMBER 2
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BUDGET PACKAGES
SUMMARY NOTE

CONF ENTIAL  owes

'2'

in ek 3 R —

CARING AND CHARITIES
19 January 1983

ITEM

STATE OF PLAY

REVENUE COST £m

10832-84

1984-85

——

Full Year

(i) VAT relief for charities.-

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

(ii) relief for individual

donations;

(iii) relief for company
donations;

(iv) relief for seconded
staff;

(v) covenanted payments
gross.

(Continued/...)

R N D T W L )

Customs submission (Mr Knax) of 4.1 85
dlscussed at Chancellor's meetlng on 11.1. 83,
agreed that there should ﬁe no exten31on

of rellef !

'
1

] t "

n

To be covered in planned S7 (Mr Monger)
submission on péckage, although all have

been rejected in the past. Items (111) and

(iv) advocated in Mr Heseltine's létter of
6.1.83. Not costed at this stage.?

Mr Heseltine's proposal fhat charitable
status be extended to sport and recreatlonal
bodles not included.

[N V)

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL PAGKACE:
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CARING . AND CHARITIES

19 January 1983

REVENUE:COST £m

TIEM STATE OF PLAY ;
‘ 1983-84. 1984-85 Full Year
(k) Other public expenditure | ) /
measures: % !
(i) investment grants to % ‘ ; } (pe) 5 (pe) 5 (pe) 5
voluntary sector; ) To be%covered in planned :ST (Mr Monger) ) . (1985-86)
) submission on package. : ;

(ii) central grant to ) | (pe) 5 (pe) 5 (pe) 5
National Association - % 2 J (1985-86)
of Councils .of ) : _

Voluntary Seérvice. % ) 4 1
i
Note: Additional provision has been added (pe) 5 (pe) 15 (pe) 15
= . ' o ! - L (,]985 86)
as a qontlngency margin ggalnst ex?ected h .
bids by Mr Fowler for winor benefit changes.
TOTALS 55-60 125-130 130-143
of whlch publlc expendiufre o4 117 122

C@?\; @ZZ*\?E AL
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BUDGET PACKAGES
SUMMARY NOTE

DATE

PACKAGH: FATRNESS IN TAXATION
: 19 January 1983

Minister in lead: FST and MST(R)

Official in lead: Mr Moore

STATE OF PLAY

REVENUE COST £m

ITEM .
1983-84 1984-85 Full Year
(a) Fringe benefits: Chancellor decided (meeting 22.12.82) to | under 1 under 1 under 1
scholarships (starter no 197) | legislate. Revenue (Mr Blythe) submission | yield yield yield
on 13.1.83. Potential revénue loss of £100m :
without legislation: small yield if, i
legislaﬁed for. '
(b) Fringe benefits: other Budget:étatément will contain announiement na ng na
(starter nos 133 and 134) about uprated car! and car fuel benefit scales |
for 1984-85, Minister in 1ead - FST, .
Revenue ; (Mr Blythb) submission shortly. Costs
depend Qn optlons;for change and are:not_
yet quadtifiable.. 1
(¢) CGT: capital loss buying Revenue (Mr‘Beighﬁm)submiséion pending. _ na na na
and groups of companies. Ministe@ in lead } FST. Current gnnual ]
(starter no 142) revenue loss of £30m, but iield from measure
n ‘ » n ’ o 1 . N S
(continued/..) depends:on indexation and 1s not quaptifiable

O
i
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I‘.
d .
LRIl Al PACKAGE: FATIRNESS IN TAXATION

BUDGET PACKAGES CON:
g-ﬁi i oBes bk N i ESAL DATE : 19 January 1983

SUMMARY NOTE i
i

l —_——
_ } REVENUE COST £m
ITEM STATE OF PLAY I -
- : ; ! i 1983-84 198485 Full Year
(d) Group relief: avoidance . 7| Revenue .(Mr Battishill) submission shortly. na 30 yield 20 yield
(BL). (Starters no 119) Minister in lead - MST(R)._Identified'currenb
revenue loss of £30m: yield in first .year
not quantifiable. : == i L .
: 2 ; , 1
(e) Life assurance: chargeable Announcement of 1ntent10n to leglslate given under 1: under 1 under 1
events: secondhand bonds on 24. 6€82. Draftlng of léglslatlon nearly yield yield yield
(starters no 110) : complete. Mlnlster in lead - FST; official i
' in lead - Mr O'Leary (IR).: : t :
(f) DLT: disposals by | Revenue: (Mr Belghton) subm1351on on 5 11.82. f 2 yield’ 2 vield 2 yield
i Jield J1€_0G JreLd
non-residents (starters no 149) Dlscusslons belng held w1th Law Society amd
RICS, ; . |
(Continued/..)
e . 1»: ; ‘
N SN . - .
: | i : | ’
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BUDGET PACKAGES
SUMMARY NOTE
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PACKAGEE pj\TRNESS IN TAXATION
DATE & 19 January 1983

4 A
: . ; REVENUE .COST £m
TIEM STATE OF FLAY it -
1983-84 1984-85 Full Year
(g) Stock relief: payments on | Revenue .(Mr Battishill) submission 2.12.82. under 1 10-15 15
account (Starters no 154) MST(R) authorlsed drafting of legislation yield yield yield
(19.1. 8§) item to be reviewed in l§ght of l
other measures affecting cgnstructiom industryﬂ
R é
) _ﬁ'
(h) Stock relief: deny to Revenue (Mr Battishill) suﬁm1531on shortly. under 15-30 20-40
commodity/bullion dealers Minister in lead - MST(R) yield yield yield
(Starters no 153) 5 s
b .
(i) Interest charges;bn late Revenue:(Mr Blythé) submiséion shortly. under 1 under 1 5-10
payments of directors PAYE, Ministeg in lead - FST. yield yield gield
; .
(j) Application of PAYE to Case wor in courts. No legislation needed. - - -
earnings from offishope ) f B
employment. i -
(Continued/..) ! .
d
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE: FATRNESS IN TAXATION

DATE

[ LS, S

: 19 Januagry 1983

REVENUE COST £m

ITEM ; STATE OF FLAY ' .
1983-84 1984-85 Full Year
(k) VAT: blocking input tax on |Rejected at Chancéllor's meeting (15.12.82) 1‘ = - L
petrol and derv. .
(1) Taxation of international Draft leglslatlon publlshedtDecember 19825 | }
Business (Starter 157) comments5sought by mld-February. Minister in 1 -
lead - MST(R)' official in lead - J
Mr Taylor Thompson (IR). Current tax loss ]
through avoidance ! estlmated at around £100m;
yields on an Aprli 1983 stqrt date would be
less than £1m for: 1985 84 and £100m 1n a
full year. '
|
;5.
TOTAL ; YIELDS 5 yield | 58-78-yield| 73-98 yiel

£
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24 January 1983

[‘»’ ' : NOTE C

OTHER FISCAL RISKS

£ million

1983-84 1984-85

Possible Public Expenditure
Unemployment. Two candidates may be proposed:-
i. Extension and modification of TSTWCS 115 100

ii. Continuation of Enterprise Allowance
Pilot Scheme 2 117 3 103

Coal Prices. There are preliminary discussions

with Department of Energy on an idea that

coal prices might be reduced to world level.

The idea is unlikely to get very far before the

Budget 250 500

Petrochemicals. A review of current problems
may lead to proposals to give assistance either
by way of PRT modification or by public

expenditure means 100 100

467 703

Possible Tax

Industrial Rates. In theory ruled out, but a

continuing candidate in many quarters. There

would be practical problems, including a

need for legislation. A notional 10 per cent

reduction would cost 140 140

Car Tax. Suggestions have been made that this

tax (currently 10 per cent) should be reduced

or abolished. A 2% per cent reduction would

cost. 120 160

TOTAL 727 1003

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

Other risks

(i) There are continuing calls for abolition of the Investment Income Surcharge (most recently
from Lord Cockfield and the Institute of Directors), and there are pressures for an easing in stamp
duty or its abolition.

(ii) The forecast allows for a $2 fall in oil prices early this year. Beyond this each $1 fall is
estimated to reduce revenue by £200-250 million in 1983-84. Figures depend however on very
uncertain assumptions about, for example, any change in the exchange rate resulting from the fall
in oil prices. A change of 3% in the dollar/$ exchange rate might have about the same effect on
revenues as a $1 change in oil prices.

Sees




J O KERR
24 January 1983
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CABINET PAPER FOR 3 FEBRUARY

ateful for the first draft of his
paper, which you submitted on 20 January.

The Chancellor was

"pre-Budget" Cabin

I now attach a co of his revised version, which might

briefly discussed at tomorrow's "overview" meeting at 11l.QOam.
I should be grafeful if the following four points could be

considered before then:~-

SECRET







SECRET

a. First, the Chancellor would like the
"world background" section - now paragraph 1 - to
be expanded.

b. Secondly, the paragraph dealing with packages
- now paragraph 14 - ought he believes to include
a general statement of intent on some relief on
North Sea taxes.

c. The reference to IMF views could perhaps be
expanded by a quotation. (The Chancellor has

in mind the desirability of defusing in advance
criticism that the PSBR this year is masochistically
low.)

d. The Annexes strike the Chancellor as slightly
too complex - and perhaps too numérous. He is
particularly doubtful about Table 5.

J O KERR

SECRET
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SECRET

DRAFT CABINET PAPER FOR THE CHANCELLOR

FOR 3 FEBRUARY 1983

Background

1. The world background against which we shall
present our 5th Budget on 15 Marth remains sombre,
though the long-delayed recovery is expected to start
in 1983. 1Its scale and speed will largely depend on
the degree of determination with which the US
Administration tackle the problem of the mounting
Federal deficit. Elsewhere the need for prudent
fiscal and monetary policies, as the foundation for
rebuilding sustainable growth, is fully recognised;

and some modest growth in the world economy is in

prospect this year.E?L]

2. In the United Kingdon we can expect growth of real
demand of around 3% per cent this year compared to

2% in 1982. Competitiveness has continued to improve,

but not enough to prevent some of this

"leaking" overseas. Thus the forecast is for growth

of output of only 2 per cent this year. This is however
slightly above the average of the major industrial economies

- growth in Japan may be a little faster, whereas in
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SECRET |
i

Europe it may be rather slower. Here, as abroad,

unemployment is likely to continue to increase, at i
least for some time, but improved growth should

ensure that the rise is much slower than in

1982. 1Inflation, now at 5.4 per cent, is down

to less than half the rate of a year ago, though

sterling's recent fall will produce a slight upturn

later this year. Interest rates also dropped b
steeply over the year, from 16 per cent in autumn 1981 to

9 per cent last autumn, 11 per cent now.

3. Annex 1 sets out some of the key figures. The
1983 column, being based on early forecasts, and

taking no account of possible Budget measures, is

of course subject to a number of uncertainties.

There will be a further forecast at Budget time.

The strategy

4. Against this background the basic aims of the

Budget must be:-

(a) to avoid risking the gains on inflation

and interest rates - necessarily still fragile -

l

which have resulted from past Budget restraint;

(b) to sustain and advance the domestic
recovery, preferably by measures to encourage

employment opportunities as well as output; and

-2 -
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SECRET

(c) to provide the maximum tax reductions
consistent with (a), and targetted with (b)

in mind.

Borrowing

5. In the 1982 Budget we envisaged a 1982/83 PSBR

of 3% per cent of GDP, or 9.5 billion,and we currently

)
expect to undershoot this figure. For next year,

the MTF§ suggests that we should aim for 2% per cent
of GDP, or £8 billion. The present forecast, which
assumes that income tax thresholds and excise duties
are increased in line with inflation, but takes no
account of other possible Budget measures, is for

a 1983/84 PSBR rather lower than was implied in the
ﬂutumn.statement, where we ;Qé&fﬁ% that an €8 billion
PSBR would permit a "“fiscal adjustment" - ie

higher spending or lower taxes - of £1 billion, over

and above revalorisation.

6. As the difference between two very substantial
figures (revenue and expenditure totals) the PSBR is
of course particularly hard to forecast accurately.
This year's likely shortfall partly reflects the fact
that the real oil price, and hence North Sea revenues,
has not dropped as steeply as was anticipated in

1982 Budget decisions. But the odds are that it will

Howe & ab
fall further. Bthﬁ see no need for any significant

tightening of our existing fiscal and monetary policies,

- 3 -
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which are strongly supported by the IMF.[Z:]

7. In coming to a final view of the PSBR for
1983/84 for which we should aim, I shall have to
consider the trade-off between 9ifg;£ tax relief
and action which would help to bring interest
rates down furthers; and the effect that any given
PSBR, or rather any deviation from the figures

we have already published, might have on the
markets and public opinion generally. In particular,
we need to avoid encouraging further sterling
depreciation, given its impact.on inflation.
Sterling's recent fall makes relaxation of fiscal
and monetary conditions less justifiable to the
markets; but also less necessary, for it will

benefit industry, and hence output and employment.

8. My preliminary view is that it would be a
mistake to publish a forecast 1983-84 PSBR above
the £8 billion suggested in the MTFS and the &utumn

&tatement .

Fiscal options

A ndet abwe C Pa—mS'),
9. Z-The current forecast suggests however that,

without risking the adverse market reactions which

could follow an increase in forecast borrowing, we

-4 -
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shall have more scope than the autumn statement
suggested for tax reductions over and above
revalorisation. As last year, the main issue is

the balance to be struck between:-

i. measures which reduce income tax;
and
ii. measures which would directly

assist companies.

10. We ought of course also to consider measures
which would directly affect prices. But I should
be inclined to give these a rather.lower priority.
Not to revalorise indirect taxes is expensive:
Annex 2 shows that caonplete revalorisation would
cost over £0.5 billion, substantially using up our
room for manoeuvre. Moreover, since inflation is
low, the effect ofi prices on revalorisation =a '3
relatively small (less than 0.5 per cent on the RPI).
It may be right to consider partial exemptions for
individual duties, but the general presumption
must I think be to go for revalorisation. Cuts in

VAT would make little economic or political sense.

11. Annex 3 sets out some background on how
personal and corporate taxation have moved. Points

to consider include the following:-

T T N T AT
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- i the case for increasing income tax |
thresholds over and above Rooker/Wise is

strong. Our record on personal taxation

(taking National Insurance Contributions into
account) is not good, as Annex 3 shows.

A significant increase in thresholds could well
being benefits in wage bargaining, and would help i

alleviate the poverty and unemployment traps.

- ii. the most obvious ways of giving direct help
to industry are a reduction in Corporation Tax =
the only main tax rate which we have not reduced -
or a further reduction in the National Insurance

Surcharge. Clearly we want to help encourage

improvements in competitiveness and the i
rebuilding of companies' profit margins.

On the other hand, companies are already

benefitting from the further percentage point

cut in NIS, announced in the Autumn Statement,

and from falls in both interest rates and the

exchange rate.

12. Annex 4 shows the revenue effects of changes in
the main taxes, while Annex 5 shows Treasury Model
estimates which compare the different conseguences of
tax reductions given by different routes. It shows

that in some respects it is over-simple to distinguish
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these routes too clearly, since when second

round effects are taken into account the medium-term
consequences of each mig often be similar (eg for
unemployment, GDP and company income). Nevertheless,

the distinction is one which is much discussed.

13. I would welcome colleagues' views on the right
balance between the two categories of possible

general fiscal action.

14, The Budget will alseo include, as last year, e
packages of smaller measures targetted to help

particular areas of industry or particularly deserving
groups{!ll shall be in touch separately with individual

colleagues concerned.

Summary and Conclusion

15. The recovery we expected last year has been
delayed (though less here than in many countries abroad),
but we expect real growth this year. We should

maintain policies designed to combat inflation and
improve competitiveness, and so faster growth and

hence employment, on a secure and sustainable basis.

16. This approach is not inconsistent with real

tax reductions, as the last Budget demonstrated.
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17. I would welcome colleagues' views, in

particular on:-
a. The approp;&ite scale of borrowing
)
(PSBR) in 1983/84 (paragraphs % azsd 8 above),

and

b. the appropradte mix of fiscal action

(paragraphs 9 to 14 above) .

SECRET
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RECORD OF THE FIRST BUDGET OVERVIEW MEETING AT 11.AM ON 25 JANUARY

Present:
All Ministers Mr Middleton Mr C#ssell
Sir Anthony Rawlinson Mr Bailey vans
Sir Douglas Lovelock Mr Kemp Kerr
Sir Lawrence Airey Mr Moore Hall
Mr Burns — Mr Howard (C&E) Norgrove
Mr Littler Mr Ridley

Papers:

1. The Forecast (Mr Evans' minute of 21 January)

ii. The 1983-84 PSBR, and Fiscal Options (Mr Kemp's minute
of 21 January)

iii. Packages (Sir D Wass's minute of 24 January)

iv,. Draft Cabinet Paper (Mr Kerr's minute of 24 January).

Item 1: The Forecast

Introducing the January forecast, Mr Burns drew attention to the
prospect of significant growth in both demand and output, with the
latter forecast to revive at a rate faster than the average of the
1970s. Real interest rates were however expected to remain high.

It was noted that the prospect for the balance of payments was rather
better than in the Autumn Statement: surpluses of £1 billion in 1983
and £2 billion in 1984 were now foreseen. The long term inflation
forecast caused concern, and would be further discussed in the light

of further advice. /Action: Mr Burns/

1983-84 PSBR

2. The Chancellor said that the forecast suggested that a PSBR of

£8 billion (2% per cent of GDP) would permit a fiscal adjustment of

£2 billion. But this, on top of the measures announced in the Autumn
Statement, might strike the markets as excessive. Mr Burns agreed that
any move away from £8 billion should be downward. Mr Middleton

thought that there was in fact a good case for a PSBR of £7.5 billion,

1
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or 2% per cent of GDP: the benefits of the move would be felt on

interest rates. Sir A Rawlinson thought that therc would be advantage,

for market perceptions, in showing the PSBR declining not only as a
proportion of GDP, but in absolute terms: this probably pointed to
£7.5/€7.75 billion. The Economic Secretary thought that a fiscal
adjustment of less than £2 billion would be helpful, in maintaining

room for manoeuvre in 1984-85,

3. On the other hand, the Chief Secretary argued that a PSBR of

£8 billion would be consistent with, and seen as, maintaining downward
pressure on government borrowing, and would not be seen as any less
prudent because it permitted a substantial fiscal adjustment.

Moreover to go below £8 billion could be politically difficult.

The Minister of State (C) argued that there was no reason to err on the
side of caution in the PSBR judgement: the risks on both sides should

be balanced. Mr Cassell, picking up the Economic Secretary's point,

thought that the desirability of showing a positive fiscal adjustment
for 1984/85 pointed to a higher, rather than a lower, PSBR in 1983-84,
And Mr Evans thought that a substantial fiscal adjustment could on this
occasion be plausibly presented as a prize won through success in

restraining the growth of public expenditure.

4, The . Chancellor concluded that it was too soon to decide the

appropriate size of the fiscal adjustment. Work should proceed on
both a €2 billion and a £1.5 billion module.

Fiscal options

5. The meeting then considered the table attached to Mr Kemp's
minute of 21 January.

6. On the specific duties, it was noted that the Central Unit were

assuming that it might be necessary to concede that the petrol and

derv duties should be only half-revalorised. It was however strongly

2
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argued that full revalorisation across the board would be right.
The Chancellor agreed, though warning that pressure for a concession

could build up. It was agreed that the possibility of a concession

of some £150 million (£2 billion module)/£100 million (£1.5 billion
module) should in future be shown under the "fiscal risks" category,
rather than as a desirable fiscal option. It was noted that a separate
and smaller meeting on the specific duties was being arranged for

28 January.

7. On assistance to industry, it was suggested that no reduction in
NIS could be accommodated within the £1.5 billion module. The Chief
Secretary and the Minister of State (C] however expressed a preference

for reducing NIS rather than corporation tax. The Minister of State (R),

Financial Secretary and Economic Secretary expressed the opprosite view.

The Chancellor asked for the preparation of a separate submission

comparing the relative merits of NIS and CT reductions.
[Action: Mr Moore/MST(R)7. |

8. On assistance to persons the Chancellor agreed that it would be

sensible at this stage to envisage that the largest single component

in both modules should be a substantial rise, over Rooker-Wise, in
income tax thresholds. One might plan on 8 percentage points in the

£2 billion module, and 6 points in the £1.5 billion module. Whether
child benefit should be increased pro tanto should be further considered:
the increase in the 1982 Budget had been in line with other benefits,

not prices. A full submission was required. /Action: Mr Monger/Mr Moore/.

9. On North Sea 0il taxation, the Chancellor asked for a very early

submission, with a view to his opening discussions with the Secretary
of State for Energy before the Cabinet on 3 February. [iction:MrDﬁdﬂehxy
MST(R) /.

Packages

10. The meeting reviewed the work described in Sir Douglas Wass's

minute of 24 January, and agreed on the allocation of responsibilities

3
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and dates set out in its Note B,

11. On small firms/enterprise, it was agreed that item (b) should

be dropped, é%ggghat the Chancellor was considering a recommendation
similarly to drop items (d) and (e). 4Xction: Private Officg7.

12, On construction, the substantial costs of raising the mortgage

interest relief ceiling were noted. The Minister of State (C],

supported by the Chancellor, argued for some public expenditure boost

to construction: eg home improvement grants; and the Chief Secretary

said that he would be considering item (d) further. A further meeting
was envisaged when further advice from the Chief Secretary was
available [iction: Mr Moore/Chief Secretary7°

13. The Financial Secretary thought that the technology and

innovation package looked over-blown. It was noted that it however

represented only a scaled-down version of the DOI shopping-list, that

the major item was SEFIS, and that a submission from IA was in

R L oA R e e 3

preparationwlﬁction: Mr Bailey/Mr Lovel;7.

14, The case for dropping the betting and breeding package altogether

was strenuously pressed, but resisted. It was however agreed that the
proposed concession on VAT on bloodstock should be dropped.

15. - The Financial Secretary thought that items (d), (e) and (f) in
the caring and charities package made a good package; and that the

abolition of the dependent relatives allowance would not cause major
difficulties if tax thresholds were being raised substantially in real ;
terms. The Chancellor thought that there could however be some political :

difficulties. It was noted that the Family Policy Group could become
an obstacle to decisions on the caring and charities package; and,
conversely, that it might press for decisions, to be implemented in this
Budget, which we would not want. The Chancellor said that the line
must be that the work of the Family Policy Group might well be relevant
to future Budgets, but was not relevant to the 1983 Budget.

4
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Fiscal risks

16. The meeting then considered note (c) attached to Sir D Wass's

minute of 24 January.

17. It was agreed that the Treasury at all levels should resist the

idea of new subsidies to bring coal prices down. Pressure for early

action on industrial rates ought to be easy to resist, on purely
practical grounds. It should also be possible to resist the suggestion
that the car tax should be reduced or abolished, since the case for

such action was extremely weak. (A submission from FP was promised.]

The case for abolition of the investment income surcharge was rather
stronger: a note on it, and on the case for further changes in stamp
duty, was also promised. Zﬂnd the Chancellor asked for the preparation
of a note to inform Cabinet colleagues about the introduction of MIRAS.
Action: FP/. ]

Budget Speech

18. It was noted that the Central Unit would circulate a first
provisional outline of the Budget Speech, incorporating some initial

suggestions from the Chancellor. Ministers were invited to suggest
alternative themes and frameworks. /Action: Mr Kem97.
J O KERR

26 January 1983

o —————— — T —— ——— S o S S L S ——— T — T —— — " f—— — - ——— -

Distribution:

Those present
Sir Douglas Wass
Mr Lovell

Mr Monger

Mr Mountfield
Mr Robson

Mr Griffiths

Mr French

Mr Harris

BUDGET SECRET







BUDGET CONFIDENTIAL FROM: E P KEMP
P‘Z' 28 January 1983

CHANCELLOR OF THE EXCHEQUER cc Chief Secretary
Financial Secretary
Economic Secretary
Minister of State (C)
Minister of State (R)
Sir Douglas Wass
Sir Anthony Rawlinson

Burns

Littler

Middleton

Bailey

Cassell

Moore

Hall

Norgrove

Ridley

Kerr

Sir Lawrence Airey (IR)

Sir Douglas Lovelock (C&E)

FERRRESFFH

SECOND BUDGET OVERVIEW MEETING - TUESDAY 1 FEBRUARY

I attach for consideration'at the second Budget Overview meeting next Tuesday
two Budget overall summaries which have been prepared following the meeting

last Tuesday, and in the light of subsequent discussion.

2. In particular :-

a. Two Budgets are attached; Budget A based on a £2 billion
fiscal adjustment for both 1983-84 and 1984-85, and
Budget B based on a £1.5 billion fiscal adjustment for
1983-84 and £2 billion fiscal adjustment for 1984-85.

b. Allowance is made in both Budgets for the cost of the

decision taken on specific duties this morning.

c. For Budget A action on both NIS and CT is retained,

while for Budget B these are put as alternatives.

d. On personal allowances an uprating of 8} percentage
points over Rooker/Mise has been taken in Budget A,
83 per cent has been taken rather than 8 per cent

because this is the figure being used by the Revenue
\
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in a separate submission coming forward to you today

as having marginal presentational advantages; while

6 per cent has been taken in Budget B. Child Benefit
improvement is shown roughly in line with these assump-
tions, subject to a recovery of the 2 per cent current

over-provision.

e. Packages are scored as settled at Tuesday's meeting,
but we have included an allowance for the fiscal risks
and possibilities etc having regard to the fair chance

of some of these materialising.

Separate papers are of course coming forward on NIS and CT, on personal allow-

ances and child benefit, and (on Monday from Sir Douglas Wass) on packages etc.

3, The meeting on Tuesday may like to note the following features shown up
by the two Budgets below :-

a. In both cases, on the face of it both Budgets seem (for 1983-84)
to show a reasonable amount of slack between the
cost of the measures listed and the fiscal adjustment
assumed. In Budget A the costs are put at £17%0 million
against a fiscal adjustment of £2 billion, and in Budget B
they are put at £1210 million against a fiscal adjustment
of £1.5 billion. But this should be regarded with caution
at this stage. There are two particular risks. First, that
the “packages" and fiscal risks etc (see lines 4 and 5) may
not be capable of being contained within the figures that
have been allowed in the overview. And second, that the
public expenditure elements turn out not containable within
the Contingency Reserve. To the extent that these risks do
not materialise there is on the face of it room for doing
more -on Rooker/Wise, for instance, or elsewhere, on both

Budgets. But it would be unwise to bank this yet.

2.
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b. For 1984-85 Budget B shows a modest positive fiscal
adjustment on the assumptions made, though this of
course is subject to the risks and caveats just
mentioned. On the other hand for that year Budget A
is decidedly uncomfortable, with a small negative fiscal
adjustment shown even now, before taking into account the

possibility of the risks just mentioned.

c. So far as the Autumn measures go I have retained in the
Table the cost of the 1 per cent NIS reduction, but I
have dropped the mention of the estimated £400 million
cost of the under-increase in National Insurance Contributions
for 1983-84 as compared with what would have been required to
balance the National Insurance Fund. You may want to mention
this in the Speech (and of course the actual increase that did
take place is something to be borne in mind when discussing
NIS reduction on the one hand and personal tax :allowance
increases on the other). But I think it is both sensible
and right to drop mention of the actual figure. On the
other hand for various reasons I think we have to keep in
view the cost of the Autumn NIS reduction, though it may be
possible to find ways not to put into orbit, so to speak,
any figure which adds the Budget and the Autumn together
and comes out at something which might be thought to look

a bit too large.

k., At the meeting on Tuesday you may like to consider the attached Budgets
and the points set out above, as the background against which further work

in the various specific areas is carried forward.

E P KEMP
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BUDGET CONFIDENTIAL BUDGET A DATE: 28 January 1983

£m changes from indexed base

Bl I OVERVIEW ~ BUDGET A - £2 billior fiscal adjustmen: 1983-84

Revenue/Expenditure PSBR

. Comment s
1983-84 Full year 1983—@& 198485
BUDGET PROPOSALS
1. Specific Duties 10 10 10 - 10 In general full revalorisation overall. Some
exceptions settled.
2. Industry: direct

NIS 220 Loo 200 300 Further % reduction from August, private sector

and only.

CT 130 230 120 160 Reduce main rate to 50%: U4O0% rate remains.

3« Persons: direct

Allowances 1150 1450 990 1040 Rooker/Wise (5.4%) plus 83%.

Child Benefit [ 100] [ 290] Rooker/MWise plus 8%, less 2% current over
provision. Public expenditure, assumed charged
to the Reserve.

k. Packages (say) 300 450 300 450 ) Overall provisions - see separate note. PSER
) cost taken as revenue costs. Any public
5. Fiscal Risks etc (say) 150 200 150 200 ) expenditure element assumed charged to Reserve.
TOTAL BUDGET 1960 2740 1770 2160
Fiscal adjustment assumed 2000 2000 On basis of PSBR of £8 billion for 1983-84 and

£63 billion for 1984-85,

AUTUMN MEASURES

NI8 700 700 1% reduction from April, private sector only.
(Note NIC under-increase not scored).

Autumn plus Budget 2650 3440 Pro memore - figure need not energe directly.

ALL NUMBERS STILL PROVISIONAL
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I "3ET OVERVIEW - BUDGET B - £1.5 billion fiscal adjustment 1983-84

Revenue/Expenditure PSBR
1983-84  Full year 1983-84 1984-85
BUDGET PROPOSALS
1. Specific Duties 10 10 10 10
2. Industry: direct
NIS
or 220 koo 200 300
et
3. Persons: direct
Allowances 810 1030 700 730
Child Benefit [ 803 [ 220]
k. Packages (say) 250 350 200 350
5. Fiscal Risks etc (say) 100 150 100 150
TOTAL BUDGET 1390 1940 1210 1540
Fiscal adjustment assumed 1500 2000
AUTUMN MEASURES
NIS 700 700
Autumn plus Budget 2090 2640

ALL NUMBERS STILL PROVISIONAL

BUDGET B DATE: 28 January 1983

£m changes from index base

Comment s

In general full revalorisation overall. Some

exceptions settled.

Would permit either further 1% reduction in
NIS from August (private sector only) or
reduction of 2 percentage points plus in main
Corporation Tax rate.

Rooker/Wise (5.4%) plus 6%

Rooker/Wise plus 6%, less 2% current over
provision. Public expenditure, assumed
charged to Reserve.

Overall provisions - see separate note. PSBR
cost taken as revenue costs. Any public

expenditure element assumed charged to Reserve.

On basis of PSBR of £73 billion for 1983-84
and £6% billion for 1984-85

1% reduction from April, private sector only.
(Note NIC under-increase not scored).

Pro memore - figure need not emerge directly
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NOTE OF A MEETING ON FRIDAY 28 JANUARY 1983 AT 11.AM IN THE CHANCELLOR'S |
ROOM, HM TREASURY |

Present: Chancellor of the Exchequer - in the Chair
Financial Secretary
Economic Secretary
Sir Douglas Wass
Mr Burns ~—~—
Mr Middleton
Mr Cassell
Mr Kemp
Mr Moore
Mr Griffiths
Mr Kerr
Mr Ridley
Mr French
Mr Freedman - C&E
Mr Howard - C&E
:Mr"Walters - No 10 N

T ————— T ————————— T ——— T — T ——— ——— T S — i - —

1 BUDGET 1983 EXCISE DUTY OPTIONS

Papers: Sir Douglas Lovelock's minute of 24 January
Economic Secgretary's Private Secretary's minute of 25 January
Chief Secretary's Private Secretary's minute of 25 January
Mr Freedman's minute of 27 January to the Economic Secretary

The following decisions were taken:

i. the duty on a pint of beer would rise by lp (5.9 per cent).
ii, the duty on wine would increase by 5.9 per cent. It would
be described in the Budget speech as an increase of about
5p.
iii. the duty on a bottle of spirits would rise by 25p (5.0 per cent)
iv. the duty on a packet of 20 king-size cigarettes would rise

by 3p (4.8 per cent)

Ve the duty on a pint of cider would rise by the same amount
as the duty on beer ie lp. That was equivalent to an

increase of 19 per cent.

(b






BUDGET SECRET

vi, the Vehicle Excise Duty would rise by £5 (6.25 per cent).
2. It was agreed to defer decision on the increases in duty on ;
|
petrol and derv. The Chancellor asked that in advance of consideration i

of these at an overview meeting a table be produced showing not only the
RPI impact of the alternatives proposed, but also the effect ©of the
variants in changing the RPI from its:forecast path. It would be helpful
to have this by 11 February.

2, "TECHNICAL" INCREASE IN AMOUNT OF DUTY ON SPIRITS

Papers: Mr Freedman to the Economic Secretary of 17 January
Economic Secretary to the Private Secretary's minute
of 21 January

3. After a brief discussion it was concluded that no further action

need be taken on the question raised in Mr Freéedman's minute.

3 VAT ANNUAL ACCOUNTING FOR SMALL BUSINESSES

Papers: Mr Fraser's minute to the Economic Secretary of 20 Januar
rapers Y Yy
Economic Secretary's Private Secretary's minute of 24 January

Financial Secretary's Private Secretary's minute of 24 January

4. In a brief discussion it was pointed out that the poor state of
compliance at the moment and the substantial cost in 1984-85 suggested
that this might not be the right year to introduce this measure.

The Financial Secretary pointed to the cash flow benefit for small firms,

and the help it would give in simplification of their dealings with the
tax man. Summing up the Chancellor said that there had to be a presumption

against action in this year's Budget, although he did not wish to reject
the idea outright at this stage.
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4 BETTING
l. Racing
|
Papers: Mr Friedman's minute of 11 January to the Economic Secretary |

Economic Secretary's Private Secretary's minute of 18 January.

5, It was agreed there was no case for change on this front.

2. Casinos

Papers: Mr Friedman's minute of 21 January
Economic Secretary's Private Secretary's minute of 25 January

6. There was a brief discussion of the merits of shifting the &ﬁw'saﬂe

to alleviate some of the burden on smaller casinos and recouping from

the larger casinos. It was decided not to proceed with any changes.
5 TOURISM
Papers: Secretary of State for Trade's letter of 29 October and

subsequent comments.,

7. Discussion focussed only on the possibility of some VAT relief
for tourist-related activities. It was agreed that this was not a

runner and should be dropped.

8. It was agreed that the Economic Secretary would .take decisions on

minor duties and VED on lorries.

9, The meeting closed at 12.15pm.

() KR Those Present
PS/CST
MST (C)

JILL RUTTER Distribution: MgT (R)
28 January 1983
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CHANCELLOR

BUDGET PACKAGES

COVERING CONFIDENTIAL

FROM:
DATE:

CcC

SIR DOUGLAS WASS
31 JANUARY 1983

Chief Secretary
Financial Secretary
Economic Secretary
Minister of State (C)
Minister of State (R)
Sir Douglas Wass

Sir Anthony Rawlinson
Mr Burns

Mr Littler

Mr Middleton

Mr Bailey

Mr Cassell

Mr Moore

Mr Kemp

Mr Hall

Mr Ridley

Sir Lawrence Airey (Inland
Revenue)
Mr Angus Fraser (Customs
& Excise)

Mr Kerr

Attached is an updated version of the material on the packages which you saw for last

week's overview meeting. This includes:

S Note A, which is a summary of the overall position on packages, risks, etc;

S Note B, a listing of the detailed packages;

= Note C, other identified fiscal risks and possibilities.

The notes seek to reflect the developments of the past week. They are correct as of

Friday afternoon.

2. There are four points I would draw to your attention.

i. Possible changes

to CTT are

spread amongst the packages. The

possibilities seem now to be in a state where you could hold a meeting this

week or soon after you return from Washington to take a synoptic view of

them.

ii.  Proposals for changes to oil taxation (in the packages) are on the agenda

for tomorrow's overview (along with Corporation Tax and NIS).

VA

0%




iii.

iv.

Options for the changes to the investment income surcharge will be set out
in the Revenue Paper on personal tax options to be discussed (along with

Child Benefit) later this week.

Your private office has asked Mr Fowler's office to chase his Budget

proposals. We need to have those soon.

iR
W DOUGLAS WASS






NOTE A

CONFIDENTIAL

DATE: 31 January 1983

£million revenue costs

BUDGET 1983 - PACKAGES ETC - SUMMARY

1983-84 1984-85

Total P/Ex Total P/Ex

element element

Packages (Note B below) 200~ 40O 110 535- 560 200
Other Risks and possibilities

(Note C below) 0~ 537 0-242 0- 700 0-230
Child Benefit - RW + 8% or 6%,

both less 2%. (In main overview). 80- 100 80-100 220- 290 220-290

380-1037 190-452 755-1550 L20-720

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

not necessarily fall within the ranges shown.

2. These are revenue costs.

lower.

1983-84 1984-85
Total as above 380-1037 755-1550
Less Public Expenditure 190- 452 L20- 720
Net totals 190- 585 335-830
e — 4 pore——————— -}
Provided in overview in total
Budget A k50 650
or
Budget B 350 500
Notes:
1. Numbers are uncertain at present, and the final figures will

PSBR costs are likely to be a little
Against that any public expenditure measures, even if
charged to the Reserve, could nevertheless increase the forecast

PSBR by necessitating a review of the shortfall estimate. The
extent to which, on balance, the PSBR costs of these measures
might differ from the revenue costs cannot be assessed at this

stage.
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BUDGET PACKAGES: COSTS SUMMARY

-dae Y L

Enterprise snd Small Firms *

of which public expenditure:

Wider Share Ownership
of which public expenditure:

Technology and Innovation
of which public expenditure:

.Construction

of which public expenditure:
0il Taxation

ol which public expenditure
Tourism

of which public expenditure:
Agriculture |

of which public expenditure:
Betting and Breeding

of which public expenditure

Caring and Charities*
of which public expenditure:

Fairness in '1'axation Yields
of which public expenditure:

TABLE 31 January 1983
£ million
198%-84 1984-85 Full year
50 95 115
5 5 -
20 35 40-45
45 85 115
45 75 585-86)
75-100 100-13%0 155-390
40-100 140-160 345
- = -(85-86)
3-4 10-11 -
3-4 3-4 -
60-65 125-130 130-14%
54 117 122
2-10 60-90 175-225

*Costs could be substantially higher when or if presently uncosted

itcms:included.

LOTALS 300-400 535-560" 925-045 -
of which public expenditure 110 200 200

i ckaged \
b Steme  npAckeg 20-25 155-160 255-260

| CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

a2

PACKAGE: SMALL FIRMS AND ENTERPRISE
31 January 1983

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

CONFIDENTIAL  nu

REVENUE COST £m

ITEM STATE OF PLAY
1083-84 1084-85 Full Year
(a) Business Start-Up Scheme |Ministers have decided in prineiple on major
(Business Expansion Scheme) extension of scheme. Revenue (Mr Battishill)
submission to FST on 17.1.83., FST meeting
27.1.83; FST reporting progress to Chancellor.
Cannot be costed as yet; later year costs
could be significant. na na na
(b) Joint venture vehicles for|FST meeting 20.1.83.requested FP/IR to sound
institutional investment out institutions on possible constraint on
their investment in small firms. na na na
(¢c) Equity linked subsidised |) = - -
loans. %'Discussed at Chancellor's meeting 25.1.83;
) minute of 26.1.83 to FST confirmed that
(d) Debt-equity conversion g dropped ; - - -
(Continued/..) =

" CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE:

CONFIDENTIAL bars

SMALL FIRMS AND ENTERPRISE
31 January 1983

ITEM

STATE OF PLAY

REVENUE COST £m

1983-84

1984-85

Full Year

(e) Zero and deep-discounted
stock.

(f) Simplification of PAYE

and NIC payment: Schedule E/D

(g) Capital transfer tax

(Continued/..)

Consultative document issued 12.1.83, with
comments requested by 11.2.83. Not costed
since no definite proposal yet decided. Shelf
issues will need to be considered in light

of response.

Dsicussed at FST meeting 17.1.83. Further
Revenue (Mr Blythe) submissionscommissioned
on "net of tax" pay tables and Schedule E/D
issues, expected by 4.2.83.

FST minuted Chancellor 18.1.83 proposing
package of imrproved rate scale, higher
agricultural/business reliefs and extended
instalments period. Additional Revenue
submissions’20.1.83 (Mr Isaac) and 25.1.83
(Mr Beighton).

na

34

na

70

na

90
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BUDGET PACKAGES
SUMMARY NOTE

i |
CONF[DENTIAL PACKAGE: SMALL FIRMS END ENTERPRISE

DATE

131 January 1983

REVENUE COST £m

ITEM STATE .OF PLAY —~
1083-84 1984-85 Full Year
(h) Loan Guarantee Scheme Discussed at HIG meeting 11.1.83. Detailed
DOI proposals awaited: interim submission
(Mr Bailey) to Chancellor 24.1.83. (pe) 5 (pe) 5 -
(i) Enterprise agencies: Proposed in Mr Heseltine's letter of 6.1.83.
widening of qualifying Presumption at Chancellor's meeting on 12.1.83
conditions for relief against; no cost figures therefore included. - - -
(3) VAT registration ete Customs submission 24.12.82. Ministerial
thresholds decision reached. SETTLED 5 10 10
EST
(Contineed/..)

CONFIDENTIAL
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BUDGET PACKAGES C ONFID NT[ L PACKAGE: SMALL FIRMS AND ENTERPRISE
SUMMARY NOTE - | A DATE 31 January 1983
REVENUE COST £m
ITEM STATE OF PLAY -
1083%-84 1084-85 Full Year

(k) Corporation tax: small Revenue submission (Mr Battishill) 26.1.83. 1%
companies profits limits and reduction in rate would cost £10 million in
rates. 1983-84 gnd £15 million in full year. Cost

MST(R of increase in limits to 5400 OOO 6 10 .

(R) £250,000 shown opposite. ?
(1) Schedule D case V trading | Revenue submission (Mr Keith) of 22.12.82 to
losses (starter number 161) FST; Chancellor's meeting 12.1.83 agreed
that should remain on the table. under 1 under 1 under 1

(m) De minimis limif for Revenue submissions (Mr Prescott) to MST(R)
assessment of apportioned 18.1.83 and 25.1.83. MST(R) recommended
income (starter number 152) inerease to Chancellor 26.1.83. under 1 under 1 under 1

MST(R)
(n) Relief for interest- Revenue submission (Mr Stewart) to FST
employee buy-outs (starter 28.1.83 Costs very dependent on take-up:
number 189) figures assume 100,000 employees with relief

_ on £150 each. Wider repercussions could
(Continued/..) increase costs. under 1 ) 5

CONFDENTIAL
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BUDGET PACKAGES
- SUMMARY NOTE

¢

PACKAGE:

CONFIDENTIAL DaTE

SﬂALL FIRMS AND ENTERPRISE
31 January 1983

REVENUE COST £m

ITEM STATE OF PLAY -
1983-84 1984-85 Full Year
(o) Close companies: ACT limit| Discussed at Chancellor's meeting on 24.1.83%
on loans (starter number 181) he mort a%f interest relief ceiling.
(R minu Chancellor 28.1.83 recommend- p
MST(R) ing that limit be kept in line with latter. under 1 under 4 under
(p) Enterprise Bonds FP (Mr Reed) submission to FST 17.1.83.
FST (25.1.83) said item should be dropped. - B -
(q) CGT monetary limits Revenue (Mr Bryce) submission to FST 13.1.83.
FST (17.1.83) commended package to Chancellor. under 1 under 1 under 1
(r) CGT - retirement relief Revenue (Mr Beighton) submission to FST
7.1.83. FST (12.1.83) suggested an increase
to £100,000 should form part of package. under 1 under 1 under 1
(s) VAT - annual accounting Chancellor's meeting 28.1.83 agreed unlikely
(starters no 5) but not ruled out. Cost in
1983-84 £20 million and 1984-85 £170 willion,
(Continued/...) | but once-for-all. - - -

CONFIDENTIAL

PAGE NUMBER 5






BUDGET PACKAGES

CONFil LNT!A!

PACKAGE: SMATL FIRMS AND ENTERPRISE

SUMMARY NOTE DATE : 27 January 1983
REVENUE COST &£m
ITEM STATE OF PLAY . —
198384 1984-85 Full Year
(t) VAT - bad debts Suggested in Lord Cockfield's letter of
12.1.83. Customs (Mrs Strachan) submission
pending: it will advise against and costs
therefore not included at this stage. Costs
would be substantial if extensive relief
granted. - - -
TOTALS 50 95 115
of which public expenditure 5 5 -

CcO

!\\g?_? L »;... TT!,‘“\
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE: WIDER SHARE OWNERSHIP
31 January 1983

CONFIDE Z\‘""IAL DI

Minister in lead:
Offieial in lead:

FST
Mr Moore

ITEM

STATE OF PLAY

REVENUE COST £m

1983-84

1084-85

Full Year

(a) Reintroduction of relief
for "top hat" schemes.

(b) Changes to existing schemes

(Continued/..)

Mr Jenkin's proposal (letter 6.12.82) rejected
at Chancellor's meeting 12.1.83; meeting also
discussed broadly similar Bank proposal (paper
10.1.83). Revenue (Mr Martin) submission
21.1.83 recommended against Bank proposal. FST
minute to Chancellor (24.1.82) recommended
that item should not be included in package.
Cost of up to £20 million therefore not
included.

Revenue submission (Mr Martin) 21.1.83. FST's
recommendations in minute to Chancellor
24.1.83. Costs opposite: cost of

Mr Jenkin's proposals (up to £100 million)
hot included. ™Parallel submission on related
SAYE issues from HF (Mr Monck) to EST 24.1.83%:
meeting arranged for 1.2.83.

20

35

40-45

COF\”’”' ENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

q
PACKAGE :

CONFIDENTIAL DATE

WIDER SHARE OWNERSHIP
27 January 1983

REVENUE COST £m
ITEM STATE OF PLAY -
1983-84 1084.-85 Full Yearx
TOTALS 20 35 40-45
of which public expenditure nil nil nil

Note: Now questionable whether there are
sufficient items for free-standing wider
share ownership package. Measures could
alternatively form part of Small Firms and

Enterprise package (as in previous Budgets).

i1

C

J
i
g

CONF

§ il
f

L3

i
b
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BUDGET PACKAGES
SUMMARY NOTE

/ C

PACKAGE: TECHNOLOGY AND INNOVATION
%31 January 1983

CON "'; D = :\IT!AL DATE

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

REVENUE COST £m

ITEM STATE OF PLAY '

1983-84 1084-85 Full Year
(a) Extension of transitional Financial Secretary agreed extension 12.1.83% nil nil B

period for capital allowances following Revenue (Mr Battishill) submission (30 in

on British filwms. 5.12.81 announced on 19.1.83%, 1985-86,
SETTLED 65 over
P ———— 1985-88
FST period)
{b) Extension of transitional Financial Secretary agreed extension 7.1.83 nil 10 -
period for capital allowances following Revenue (Mr Battishill) submission 2325126
for rented teletext of 23.12.82, SETTLED 35 over.
televlisions 1984-87
period)

FST

(continued/..)
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BUDGET PACKAGES
SUMMARY NOTE

s

COF\'!‘ ?:?"F ’T!A! PACKAGE;

: 27 January 1983

DATE

TECHNOLOGY AND INNOVATION

REVENUE COST &m

ITEM STATE OF PLAY :
1983-84 1984-85 Full Year
(¢) Small Engineering Firms )
Investment Scheme. %
)
{(d) "Alvey" - support for % Mr Jenkin's proposals of 12.1.8% involve
research in advanced IT. ) total bids of £67 million for 1983-84,
% £128 million for 1984-85 and £145 million
{e) "Support for Innovation" ) in 1985-86. IA submission (Mr Bailey/ (pe) 45 (pe) 75 (pe) 75
prograome. % Mr Lovell) to Chancellor of 24.1.83 (1985-86)
) recommends proposals involving expenditure
(f) Other expenditure items % of £45 million, £75 million and £75 million .
) respectively.
TOTALS 45 85 115
of which public expenditure (1985-86
45 75 ?5

Cm\?'ﬁ?“’”’\ TEAE

dad lua i
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE:

CONFIDENTIAL =

CONSTRUCTION
31 January 1983

Minister in lead: CST
Official in lead: Mr Moore

ITEM

STATE OF PLAY

REVENUE COST &£m

1983-84

1984-85

Full Year

(a) Mortgage Interest Relief
ceiling (starter no 105)

(b) Stamp duty threshold
MST(R)

(e¢) DLT - own use deferment

(d) Home Improvement - repair

grants or enveloping.

(FP (Mr Robson) submission on package as a
whole to CST 27.1.83). Revenue (Mr Stewart)
submission 3.12.82 to F3T., Discussed at

Chancellor's meeting on 24.1.83; inclination

Pending decision costs included in package and

assume increase to £35,000. Cost of latter
after 5 yrs would be £200-300 million.

Discussed at Chancellor's meeting 24.71.83.
Revenue (Mr O'Leary) note 1.2.83 to

seek confirmation that item dropped.

Revenue (Mr Beighton) submission 13.1.83.
MST(R) recommendation for extension of

existing deferment provision to be recorded
in FP (Mr Robson) submission on package.

Mr Heseltine's letter of 6.1.83., Discussed at

Chancellor's meeting 25.1.8%. CST to consider
further. No costs included at this stage.

CONFDENTIAL

against.Further note from FP (Mr Moore) 28.1.83.

75-100

100-125

less than 1

75-100
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P PACKAGE:  CONSTRUCTION

BUDGET PACKA.G‘ES a, W Wrmta w hmy KEu ALY F AN
Wi £ “‘____“.",' ‘.'_.'; tait F X _{-.’\ i
SUMMARY NOTE C*@'g\; b iZiN AL DATE : 21 January 1983
REVENUE COST £m
ITEM STATE OF PLAY -
1983-84 1984-85 Full Year

(e) Excend capital allowances Mr Heseltine's letter of 6.1.8%. FST
for assured tenancies to minuted Chancellor (19.1.83) advising against
shared ownership properties action. less than 1 1 5
(f) Minor items in
Mr Heseltine's 6.1.83 letter
including:

i) capital allowances ) less than 1 na 50-250

for refurbishment of g

industrial and commercial )

buildings. g

) Revenue (Mr Kuczys) submission of 24.1.83

(ii) inerease proportion % recommended against. FST minute 28.1.83 less than 1 na 15-25

of office space qualifying y to Chancellor endorsed recommendation.

for Industrial Building %

Allowance. )

(Continued/..)

LR T T ey W bW A - )
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BUDGET PACKAGES
SUMMARY NOTE

o

T:u q I, e '\ 4 zm- ! PACKAG’E :
PO 5 l .-S—‘.l.a.*. EA DATE H

CONSTRUCTT ON
34 January 1983

REVENUE COST £n

ITEM STATE OF PLAY -
1983-84 1984-85 Full Year
(iii) Allow private Revenue (Mr Kuczys) submission of 24.1.8%
landlords to offset repair recommend against. FST minute 28.1.83 to
costs against all income Chancellor endorsed recommendation. less than 1 ) 5
Note GE (Mr Kelly) separate submission 28.1:%5
to CST  on possible public expenditure
elements of package. B
TOTALS 75-100 100-130 | 455.390
of which publie expenditure nil nil nil

CONZIDENTIA
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BUDGET PACKAGES
SUMMARY NOTE

|s

p wogee e vy vesy OATET
CONFDINTIA
'ai- 44 ] inf zemi % & .'.f__i.ﬂ

DATE

Minister in lead
Official in lead

PACKAGE:

OIL. TAXATION

%241 January 1983

: MST(R)
: Mr Middleton

REVENUE COST £m

ITEM STATE OF PLAY
19832-84 1984-85 Full Year
+) North Sea regime, phasin Chancellor agreed provisional package at
'+ APRT etec (starter no 109 meeting 5.1.83. Mr Lawson has suggested more
costly package (£200 million in 1983%-84 and
around £500 million in subsequent vears).
Costs of this agreed package shown at (i). (i) 40 (i) 160 (i) 345
MST(R) minuted Chancellor 28.1.8% recommending 1985-86
package with accelerated phase-out of APRT;
costs shown at (ii). (ii) 90 (1ii)140 (ii) 345
1985-86

5) PRT expenditure reliefs and
sceipts (starter no 115)

"») PRT. Minor provisions
starter nos 162,163, 164, 167,
‘34,187 and 192)

Consultative document issued (May 1982).
Revenue (Mr Crawley) submission 26.1.83.
very dependent on options; could be yields of
£15 million in 1983%-84, &7 million in 1984--85
and £100 million in later years. Costs not
included in package total.

Costs

Following Revenue (Mr Crawley) submission
51.1.83 on ranking, MST(R) minute to
Chancellor 26.7.83 recommended action on:-

(i) 0il valuation (187);

(ii) gas supplies between fields in common
ownership (167);

(iii) recovery of overallowed PRT
expenditure relief (164). Items
involve roughly balancing miXx of
small costs and yields.

(:;mea.$?’vﬂn'*x reey A

| - i i '.‘3.:. : ¥
bR TR St £ 5 N )
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BUDGET PACKAGES
SUMMARY NOTE
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DATE

PACKAGE:

~OIL TAXATION
27 January 1983

REVENUE COST &£m

ITEM ; STATE OF PLAY -
; 1983-84 1984-85 Full Year
| 1
d) PRT: exempt gas & payback | Inland Revenue awaiting details from company
(starter no. 166) | which may be affected. Submission from na na na
| Mr Crawley next month., No costings possible
until detaills received.
TOTALS 40-100 140-160 345
(1985-86)
of which public expenditure nil nil nil
ala ENinia bl Re s i PAGE NUMBER 2






BUDGET PACKAGES
SUMMARY NOTE
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DATE

PACKAGE:

TOURISM
31 January 1983

Minister in lead: EST
Official in lead: Mr Moore

REVENUE COST £m

ITEM STATE COF PLAY -
1083-84 1984-85 Full Yean
FP (Mr Robson) submission of 1%.1.83 to EST
examined the case for a tourism package and
| the measures it might include. 'These are:-
(a) VAT reliefs Dropped at Chancellor's meeting 28.1.83. - - -
{b) Rating reliefs Because of the difficulties involved with his - - -
proposal, it has not been costed into the
package.
(c) Capital allowances There are two main proposals:-
for hotels
(i) { an increase in the existing 20%:initial. nil 5 {around 10
5 . - o/, after 4
allowance to, say, 50%; e
(ii) extension of al_owsnces to smaller T 2 (around 5
. - . D fter &4
.. tels ard self-catering sc . 2
(continued/..) hotels 7 se catering accommodation vears)

= T . Lo =
m A ot - b =n "
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BUDGET PACKAGES _Cﬂ‘-f* IR T AL PACKAGE: TOURISM

g & N = fasl L& L Nima
SUMMARY NOTE 2P AR R - DATE : 31 January 1983
- :
REVENUE COST £m
I'IEM STATE OF PLAY : ,
198%-84 1984-85 Full Yea:

—

(d) Increased grants under (pe) 3-4 (pe) 3-4 -

Sector 4 of Development of

Tourism Act.

The EST minuted the Chancellor on 19.1.83

recommending against all of these measures
other than (c)(i), an item which could also

form part of a construction package.

Note: Chancellor's office has asked Mr Sproat
to write with his proposals as soon as

possible.

TOTALS -4 10-11 >

of whieh publie expenditure 34 5-4 -

ﬁ‘t\ :1 7:"_"-1';?'::-:.”"-'” —,' !‘['h -1 4 n
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BUDGET PACKAGES
SUMMARY NOTE

e Yooy §OY
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DATE

Official in lead:

PACKAGE: AGRICULTURE

27 January 1983

Minister in lead: FST
Mr Moore

3 N5 B el N L LS w.=9

ITEM STATE OF PLAY o CORT 2a
1983-84 1984-85 Full Yea:
fa) CTT agricultural relief )Both recommended ‘n I'S7's minute to Chancellor - - =
for let land :of 18.1.872, They a2re also part of the CTT
?item () in the Smell Tirms and Enterprise
(h) CTT payment by instalments ipackage, and therefore not costed here. - - -
{~n) CCT rollover relief for Revenue (Mr Bryce) submission to FST 18.10.82. - - .
let agricultural land. FST decided (13.71.87)no*t to pursue this year.
/2) Rental income to be FST asked (10.1.8%) Revenue (Mr Battishill) - - -
treated as earned income to examine. This is among proposals in
Lord Ferrers's letter of 21.1.83: F3ST'g
reply of 24.1.8% indicetes rresumption .
against a2ll these mrorosals and therefore
no costs included at this stage.
TOTALS Nil Nil Nil
of which rublic expenditure Nil Nil Nil
By peEn twr R Peesry 4 @
f’§(wﬁ;\ SRRy Y PAGE NUMBER
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BUDGET PACKAGES T T N Ty A Y PACKAGE: BETTING AND BREEDING
% I-«- 3 : e \’ ¥ ot | . .
SUMMARY NOTE !‘w,,:;__:__, AR iy 1 TAL, DATE : 31 January 1983
Minister in lead: EST
Official in lead: Mr Moore
: -
REVENUE COST £m
ITEM STATE OF PLAY :
1983-84 1984-85 [ Full Year
1 ,
() VAT on bloodstock Dropped at Chancellor™'s overview meeting 25.1.8° - - -
{h) General betting duty Customs submission (Mr Freedman) of 11.1.83. - - -
EST minute to Chancellor (12.2.83) recommended
against general. reduction and suggested that
any concession should he on "tax on tax" point.
Chancellor's mesting 28.1.82 agreed that
should be dropped.
‘¢) Gaming licence duty on Customs submission (Mr Freedman) 21.1.8%,
casinos EST's minute to Chancellor 25.1.8% recommended
shift in burden from s«aller o larger casinos - = .
Chancellor's meeting 28.1.83 agreed that should
be dropped.
TOTALS | ~ nil nil nil
of which nuhlic expenditure Nil Nil Nil

PAGE NUMBER 1
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BUDGET PACKAGES
SUMMARY NOTE

px|

faﬁt}' !"r Ll RN > ewen 1
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PACKAGE: CARING AND CHARITIES

SR DATE 24 January 1983
Minigter if lead: CST
Official in lead: Mr Monger
y
REVENUE COST &
ITEM STATE OF LAY e —
1983-84 1984-85 Full Year
Following CST neebiag 25.1.8% submission by
ST (Mr Monger) -nrenaration, to be forwarded
E 21.1.83% or 1.2.83%.
{a2) Extension of Widow's FST recommended (17.1.8%) following Reverue
Jereavement Allowance for (Mr Isaac) submission of 23.12.83.
‘urther year. Chancellor (12.78%) =aid that decision should
be taken in context of this mnackage, so
decision pending. 20-25 25.3%0 25.30
‘b) Restoration of 5% ) Neither currently included in package (pe) 20 (pe) 56 (pe) 60
abatement of invalidity 2 emerging from MISC 8%. But discussions (1985-86)
benefit. ) on small changes continuing: (c) a
Iy
{ possibility, (b) less likely.
{c) Removal of invalidity { (pe) 7 (pe) 16 (pe) 17
/ —
henefit "trap". ) (1985-8_)
(continued/...)
“.'kp #-‘H-KL:\ ':]'".':: TR i T €
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BUDGET PACKAGES
SUMMARY NOTE

DATE

PACKAGE : CARING AND CHARITIES

%9 January 1983

REVENUE COST £m

increase in ceiling for highelr

rate relief.

(continued/...)

ITEM STATE OF PLAY '
1083-84 1984-85 Full Year
(d) Development of voluntary |) (pe) 8 (pe) 8 (pe) 8
. . ) (1985-86)
=tc care services for elderly| ¢ k
= - - - =24 25 over
% Proposals in Mr Powler's paper, for 3 years)
p . .
(e) Extension of Invalid Carel)discussion at Tamily Policy Group (no date (pe) & (pe)12 (pe) 12
A #] 3 . C
L OWEREE . gfixed), on care of the elderly. ST (1985-86)
Jminuted Chancellor 21.71.8% that in favour of (f)
‘/_\ A . « ‘\ . . .
) Abolition of Dependent las part of packame conbaining (e). 15 yield 20 yield 20 yield
Relatives Allowance ’
(e) Abolition of £250,000 FST and CST (minutes of 20.12.82 and -
ceiling for CTT exemption on 21.12.82) agreed that should be considered.
zitts to charities.
(h) Deeds of covenant: Costs are for increase from £%,000 to £5,000 . nil 3 3

£y T TEAn e amEn cnngtoa o

¥ 1 %, R ) ' 2%
% e X gl e T T i -
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BUDGET PACKAGES e PACKAGE: CARING AND CHARITIES
SUMMARY NOTE R Fh S P P N DATE  : 27 January 1983

REVENUE COST £m

f
F
ITEM ! STATE OF PLAY -
| 1083-84 1084-85 Full Year
| .
1) Other fiscal measures: )
(i) relief for payroll g
giving; )
(1ii) relief for individual g To be covered in ST submission, although
donations; 2 all have been rejected in the past. Items
(iii) relief for company { (iii) and {iv) advocated in Mr Heseltine's
donations; 3 letter of 6.7.8%2, Mr Feseltine's proposal _ _ _
(iv) relief for seconded { that charitable status he extended to
staff; 3 sport and recreational bodies will also be B
(v) covenanted payments % covered in this submission. Wo costs
gross. j included at this stage.

- ———
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e b | ] Y, PAGE NUMBER 2






BUDGET PACKAGES
SUMMARY NOTE

_‘.‘F‘} ﬁ \_\,_‘L l T v ey, PG N ¥ yras T LA
S S ' Iy 08 DATE

PACKAGE: CARING AND CHARITIES
+ 19 January 1983

R %
» <

REVENUE COST £m

ITEM STATE OF PLAY .
1983-84 1984-85 Full Year
5 .
{I) Other public expenditure Q
megsures: 9
(1) investument grants to g To be covered in 37 snbmission. (pe) 5 (pe) 5 (pe) 5
voluntary sector; !2 (1985-86)
(ii) central grant to '2 (pe) 5 (pe) 5 (pe) 5
National Association | ¢ (1985-86)
of Councils of i
Voluntary Service. % l
Note: Additional provision has been added (pe) 5 (pe) 15 "~ (pe) 15
! as a contingency marcin aszainst expected (1985-86)
i bids by Mr Fowlew for minor benefit
! changes
! Totals 60-65 125-130 130-143%
i of which nublic exnenditure 54 117 122
| |
»*“ﬁ’?’\ffffﬁﬁ?ifyﬁ‘f?‘ﬁ H PAGE NUMBER 4
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BUDGET PACKAGES
SUMMARY NOTE

m .‘ﬁﬁ“? ’ [ ] 'T‘.‘. L] P., t pxovw W ! E PACKA.G’E M FAIRNESS IN TA.XATION
S a2 Nl b et FL N DATE : %1 January 1983

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

| REVENUE COST £m
ITEM STATE CF PLAY I- ' -
| ; 1983-84 1084-85 Full Year
i | i
{(a) Fringe benefits: | Chancellor's meeting 22.12.82 agreed on
scholarships (starter no 19’7)'j legislation. Revenue (Mr Blythe) 1-10 1-10 1-10
submission on 13.1.83. yield Yield . Zield
(b) Fringe benefits: others| Budget will contain announcement about uprated
(starter nos 133 and 13%4) | car and car fuel henefit scales for 1984-85, na na na
Revenue Yr Driseccl’) submission on this and
other benefits nending., Costs depend on
options for change and ro% yet quantifiable
fe) CGT: capital loss ); Nil 5 yield 30 yeilc
buying: groups of companies %
(starter no 142) ) Revenue submission (Massrs Battishill
§ and Beighton) 27.1.8%
(d) Group relief: avoidance % | na 30 yield 30 jriel
(BL). (starters no 119) % %
(Continued/...) |
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BUDGET PACKAGES
SUMMARY NOTE

DATE

PACKAGE:

FATRNESS IN TAXATION
21 January 1983

REVENUE COST &£m

T1EM [ STATE OF PLAY '
r 19083-84 198485 Full Year
(e) Life assurance: i Announcement of intention to legislate under 1 under 1 under 1
changeable events: | 24.6.82. ' yvield yiéld yield
secondhand bonds (starters i
no 110) l
(f) DLT: disposals by Revenue (Mr Beighton) submission on 5.11.82.
non-residents (starters } Discussions being held with Law Society and 1l yield 2 yield 2 yield
no 149) | RICS.
| .
{g) Stock relief: payments| Revenue (Mr Rattishill) submission 2.12.82.
on account (Starters no 1541 MST(R) authorised drafting (19.1.8%); item under 1 10-15 15
' to be reviewed in l1isght of other measures yield yield yield
% affecting construction industry.
(h) Stock relief: deny to Révenue (Mr Pattishi’l) submission by under 1 15-30 20-40
commodity/bullion dealers 4.2.83% yield yield yield

(Starters no 153)

(Continued/...)
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE:
DATE

\

FAIRNESS IN TAXATICON
31 January 1983

[
i

REVENUE COST £m

I'IEM g STATE OF PPLAY | .
i | 198384 1984-85 Full Year
( . \ L] + l
(1) Interest charges on Laue’ Dropped at Startors mwoeting 27.1.83%. - - =
nayments of directors tax. l
(1) Taxation of internationa% Draft legislation published December 1982; under 1 under 1 80=100 .
business (starters 157) i comments requested by mid TFebruary. yield yield yield
|
i
- 2-10 60-90 175-225
TOTAL JLELDS vield vield vield
; v § I
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BUDGET PACKAGES
SUMMARY NOTE

" '!!-Bur—'m, m Y, VR
N\ b 5 A - -._ d
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\
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MISCELLANEQUS UNPACKAGER ITEMS

DATE

* 314 January 1983

REVENUE COST £m

l
TIEM STATE OF PLAY i -
t 1983-84 1984.-85 Full Year
: -
“a) Inveatment income To be covered ir further Revenue (Mr Blythe)
surcharge - abolition submis ion on nersonal. tax, {r ending 15 150 250
2 83’ as regueshad y; i -r'\ O-\‘f 4
Overv1cw mocting 25,183,
‘b) Stamp duty - selective To be covered in “evsqvn_(?y O'Leary)
reform package submission “.2.87 o MAD(,
5-10 5-10 5-10 -
|
TOTALS 20-25 155-160 255-260
| Note: There are in 2dcdition a number of
| unplaced "hneritage® provosnls. These are:-
i
!
i
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BUDGET PACKAGES
SUMMARY NOTE

=y P W
P 5%

> o Nt h

P d

NTQITST T ATTIONATYQA
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P

DATE

UNPACKAGER ITEMS

‘31 January 1983

! REVENUE COST £m

TTEM TATE OF PLAY }' -
| 1983-84 1084-85 Full Year
1 ——
| Mr Heseltine, €.1.9% |
| (i) VAT exemniion for works of art 5
f accepted in lisu of fax ! na na na
(ii) tax relisf for Husiness contributions !
to preservation srd envirommental trusts | na na na
f |
‘Lord Bellwin, 18.7.8% {
| R . ) i .
| _(111) tax allowsnces for revairs to | '
. listed buildines. { na na na
,' |
| |
| |
| H
| | |
[ .
| | |
. E '
! I
! | 1
: | |

= o, M WowmCs wxornulL. IOV F
R . ' B
i
\ %
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CONFIDENTIAL
NOTE C

31 January 1983

OTHER FISCAL RISKS AND PCSSIBILITIES

£ million
1983-84 1984-85
Poessible Public Expenditure
Usiernployment. Three candidates mmay be proposed:-
i. Exlension and modification of TSTWCS 115 100
ii. Continuation of Enterprisé Allowance
Pilot Scheme (will be announced before Budget) 2 3
ili. Early retirement: extension of existing
scheme entitling people over 60 to leave
labour market in exchange for Jong-term
Sopplementary Benelit rate. Largest
DHSS option, say 25 142 27 130
Pet -whemicals. & reciew of covrent protlens
may 123 wr
by v
en 20 J
242 230
Possible Tax
Empty Property Rates. Wide range of possible options
for reductions with widely varying costs. Say 50 50
Specific Duties. Less than full revalorisation: say up to 100 100
TInvestment Income Surcharge. Cost of abolition 15 150
Siamwmp Duty. Various reforms, say up to 10 10
Car Tax. Suggestions have been made that this
tax (currently 10 per cent) should be reduced
or abolished. A 2% per cent reduction would
cost 120 160
295 470
TOTAL 537 700

Note: Coal Prices and major action on Industrial Rates now effectively ruled out.
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CONFLDENLLAL

FROM: D J L MOORE
DATE: 31 January 1983%

CHANCELLOR OF THE EXCHEQUER cc Chief Secretary
Financigl Secretary
Economic Secretary
Minister of State (C)
Minister of State (R)
Sir Douglas Wass
Sir Anthony Rawlinson
Mr Burnse—

Mr Littler
Mr Bailey
Mr Middleton
Mr Cassell
Mr Kemp

Mr Robson
Mr Wicks

Mr Hall

Mr Ridley
Mr French

Sir Lawrence Airey )

Mr Green IR
Mr Battishill

Mr Crawley

Mr Fraser - C&E

oND BUDGET OVERVIEW: SCORECARD FOR NS OIL, NIS AND
CORPORATION TAX

I attach a scorecard showing various options as requested by
Mr Kerr today.

2. The figures came from MST(R)'s paper of 28 Jsnmuary on the

North Sea fiscal regime, from Mr Battishill's paper of 26 January
on Corporation Tax rates, and from my note of 27 January on NIS.

!

D J L MOORE
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CONFIDERTIAL

£million
revenue cost
198384 1984 -8
I . NIS Mr Moore of 27/1
%lput from August 220 400
OR abolition from August 670 1200
II  CORPORATION TAX Mr Battishill of 26/1
+
* (a) 52-50% 130 230 para 2
(b) increased profits
limits 15 25 para 104
(a) + (b) 145 255
OR (c) Lord Cockfield
first slice at 35%
then 52% 110 200 para 14
+ full year but not much
over 1984-85
IJIT NS OIL MST(R) of 28/1
Existing fields
Agreed
(i) appraisal relief 40 40 para 3
Options
(ii) phasing out
APRT a - 120
or b 50 100 para 3
[ (e) 140 20 lnot recommended
(i) + (i1)(a) 40 160
OR (i) + (ii)(b) 30 140
(iii) phasing out
royalties 250 220 para 6
(Mr Lawson)
* Note of total CT cut of para 4 .
2%, benefit to oil
companies 25 60

for future fields there will be no costs for about 5 years from

the decision to abolish royalties.or the option (Mr Lawson) of

doubling PRT allowances.
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CONFIDENTTAL

" FROM: C D HARRISON
DATE: 1 FEBRUARY 1983%

Secretary

PRINCIPAT, PRIVATE SECRETARY ce PS/Chief
inayicial Secretary

PS

Mountfield
r Shields
Mr Stibbard
Mr Turnbull
'r Griwmstone

Mrs Imber

Mr Pickford
Miss Roach
Mr Patterson
Dr Webb

Mr Willetts
Mr Ridley

DEFINITION OF THE PSBR AND STERLING M3

In your minute of 11 October to the Economic Secretary entitled
"Classification of Public Sector Deposits", you said that the
.Chancellor would welcome the advice of the Economic Secretary
about how to announce the proposed exclusion of public sector
deposits from &£M3, and the concomitant change to the definition
of the PSBR. You said that he would also welcome the Economic
Secretary's advice on the impact of these changes on perceptions
of the combined fiscal and monetary position.

I'r Pickford's submission of 28 January, which was copied to the
Chancellor, discusses these questions in detail. It also proposes
a package of further small definitional changes.

The Economic Secretary agrees that the further definitional changes,
discussed inparagraphs 3-5, make sense and should be implemented.

He also agrees with Mr Pickford that all the changes should be
announced in the Budget documents.

Of the two different possible bases for publication of the PSBR and
CGBR statistics in the Budget documents which are outlined in
Mr Pickford's paragraph 10, on balance the Eemomic Secretary would

”
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favour 0ptlon (ii). In the Economic Secretary's opinion, the
cru01al/1g %Bat option (i) is expected to involve a downward
revision to the 1982-83 PSBR by perhaps £i billion (and possibly
as much as £} billion), according to Mr Pickford's paragraph 113
he fears that this would be misunderstood - particularly in the
House of Commons.

Col

C D HARRISON
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RECORD OF THE SECOND BUDGET OVERVIEW MEETING AT 11.45AM ON 1 FEBRUARY

Present:-

All Ministers Mr Middleton
Sir Douglas Wass Mr Bailey

Sir Anthony Rawlinson Mr Cassell

Sir Lawrence Airey (IR) Mr Kemp

Mr Burns Mr Moore

Mr Fraser (C&E) Mr Howard (C&E)

Professor Walters (No 10) Mr Ridley

Pagers e

Mr
Mr
Mr

Mr
Mr
Mr

Green IR (et /N Seamly)
Battishill IR( « 9
Crawley IR (¢ * )
Wicks C « b
Robson Cor D
Kerr

Hall

i. Budget Packages (Sir Douglas Wass's minute of 31 January)

ii, Progress Report (Mr Kemp's minute of 28 January)

iii. NIS/Corporation Tax (minutes of 26 January from Mr Battishill,
and of 27 and 31 January from Mr Moore)

iv. North Sea Fiscal Regime (minute of 28 January from the
Minister of State (Revenue).

Budget Security

The Chancellor expressed concern at press speculation about the Budget.

Some of the weekend (29/30 January) stories had been disconcertingly

precise. Contacts with the press should be minimised until after the

Budget, and Treasury Ministers and officials should decline to be

drawn into discussion of its likely contents.

Budget Packages

2. Sir Douglas Wass drew attention to the references 'in various

packages to possible changes in CTT. It was agreed that a meeting
specifically on CTT would be arranged for 8 February. DHSS should

also be asked to forward their Budget proposals very quickly.

(Action: Private Office)

1
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3. The Chancellor said that he would also wish to hold meetings on

each of the main packages immediately after his return from Washington.
Ministers were asked to ensure that submissions on individual packages
presented a range of options, in the recommended priority order,
rather than a single, take it or leave it, proposal.

Capital Expenditure

4. The Chancellor said that he thought it would be presentationally

important to draw attention, at Budget-time, not only to the additional
capital expenditure element in particular packages (eg. the construc-
tion package) but also to the allowance made in the public expenditure
plans for increased overall capital expenditure. Ideally, the
presentation should specify particular projects which the increase
would buy. The danger of appearing to revert to volume planning was
noted; but it was agreed that the public expenditure section of the
Budget speech should be made as project-specific as possible.

(Action: Sir A Rawlinson)

PSBR Cost of Budget Options

5. The Chancellor noted the references in minutes of 28 January from |

Mr Kemp and Mr Blythe (IR) to changes in the personal tax options,
apparently resulting in part from a re-estimate of PSBR costs following
a decision to revert to the assumption of fixed exchange rates, rather
than a fixed money supply. He has not been aware of this decision,
and was inclined to query it, though noting that the PSBR costs of

1982 Budget measures had been prepared on a fixed interest rate
assumptionh, and that the Inland Revenue thought this the correct
assumption to use again. It was agreed that a note should be prepared

describing the options, and the case for each; assessing the significance

of the choice; and making recommendations. (Action: Mr Middleton)

6. It was noted that the personal tax options, together with the

options on child benefit, and on investment income surcharge, would

2
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be considered at a separate meeting on 3 February; and that the
main subject for discussion at the third overview meeting on
8 February would be the MTFS.

Corporation Tax

7. Four options for CT changes were identified:-

" (a) assistance to small companies, by increasing the
lower profits limit to £120,000, raising the upper
limit to £360,000 and reducing the marginal rate
to 55 per cent. (Para 10 (d) of Mr Battishill's

paper),

(b)  (a) plus a cut in the CT rate from 52 per cent to
50 per cent.

(c) Lord Cockfield's proposal for a slice system, with
the rate on the first slice reduced from 40 per cent

to 35 per cent; and
(d) a cheaper move to a simpler slice system, on the basis
of the present 40 per cent rate and the first £100,000

of profits (para 13 of Mr Battishill's paper).

8. Sir Lawrence Airey argued for (c) - and against the alternative

of a cut in NIS. The Chief Secretary, though strongly preferring

a cut in NIS to action on CT, agreed that a move to a slice system
would make better sense than a cut in the top nate from 52 per cent

to 50 per cent. It was noted that both (c) and (d) were cheaper

than reducing the rate to 50 per cent. The Minister of State (Revenue)

pointed out that both (¢) and (d) would reduce future scope for further
measures specifically to benefit small business; and the Financial

Secretary thought that the adoption of (d) would cause the small

3
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business lobby to drop their campaign for the introduction of a

slice system, and argue against the measure.

9. It was agreed that option (d) should be discarded. Further work
should be done only on the other three options, though the Chancellor

thought that (b) might in the end prove too expensive. (Action: IR)

NIS

10. Noting that the abolition of NIS would be too costly for this
Budget, and that a cut of a full point would leave NIS at the absurdly
low rate of % per cent, the Chancellor thought that the only realistic

options this year were a % point cut, or no change. The analysis in
Mr Moore's minute of 27 January had suggested that the economic effects,
and the benefit to manufacturing industry, of a cut in NIS would exceed
those of.ia comparable reduction in CT. Some scepticism was: expressed
about the MP table annexed to Mr Moore's paper, but the Financial
Secretary pointed out that cuts in CT would benefit only profitable
companies, while cuts in NIS would help all, including those how hard
pressed, and fighting import penetration. The Minister of State (C)

thought it important to show once again that the Government were

making progress towards the abolition of the NIS "tax on jobs".

1ll. It was decided that the Budget should include a % point cut in
NIS. (Action: FP)

North Sea Fiscal Regime

12, The'Minister of State (Revenue) described the three options set

out in his paper of 28 January: all included the agreed measure of
appraisal relief, and the difference in their costs arose from different
methods of phasing out APRT. His own recommendation was for option (b),
but he had envisaged that this would be combined with some CT relief.

The Chancellor agreed that option (b) by itself would not be sufficient,

and Mr Wicks pointed out that the Energy Secretary might press for the

4
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(costly) phasing out of royalties on existing fields, but could perhaps
instead be offered a doubling of the o0il allowance on new fields - a

concession which would be cost-free in the short term.

13, The Chief Secretary thought that there was little public sympathy

for the 0il companies. Concessions designed to encourage future
development would be understood: concessions which merely improved
current cash flow would not. Mr Crawley added that UKOA in fact
appeared to be pressing more for incentives to future development than

for assistance with current cash flow.

14. The Chancellor agreed that the proposition which he should put

to the Energy Secretary on 2 February was option (b) plus the doubling
of the o0il allowance for future fields. He would not mention the
possibility of a 2 per cent reduction in the CT rate.

SRL .

J O KERR

—— i ———————— T ——— — S S ————— — ————————— — ——— — ———— ——————— —— -

Distribution:

Those present
Mr Littler

Mr Mountfield
Mr Evans

Mr French

Mr Harris

Mr Norgrove
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BUDGET CONFIDENTIAL

A

NOTE OF A MEETING ON THURSDAY 3 FEBRUARY 1983 AT 3.30PM IN THE
CHANCELLOR'S ROOM, HM TREASURY

Present: Chancellor of the Exchequer
Chief Secretary
Financial Secretary
Minister of State (C)
Minister of State (R)
Sir Douglas Wass
Mr Burns
Mr Middleton
Mr Cassell
Mr Kemp .
Mr Moore \
Mr Monger
Mr Robson
Mr Kerr
Mr Ridley
Mr French

Sir Lawrence Airey)

Mr Isaac )
Mr Blythe ] Inland Revenue

Mr Spence )

PERSONAL TAXATION AND CHILD BENEFIT

Dependent relative allowance and other minor personal allowances

Papers: Financial Secretary's minute of 24 January
Mr Spence's minute of 18 January

In a brief discussion the Chancellor said that while he was attracted

in principle to the idea of abolishing the minor allowances when
raising tax thresholds he felt that this was not a measure to be
included in the Budget this year. He was not attracted to the idea
of focussing on one of the minor personal allowances eg. the sons or
daughters service allowance, and abolishing that. Nonetheless he
would defer a final decision until the outcome of the discussion in

the Family Policy Group on 9 February was known.

1
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Child benefit

P.aEgers H

Mr Monger of 27 January
Mr Monger of 2 February

Ministerial comments

2. In discussion the following points were made:

(1)

(ii)

(iii)

(iv)

I There was a brief discussion of the options set out in Mr Monger's
The Chancellor thought it best to defer a final decision.

paper.

Although increases in child benefit had to be seen
alongside increases in income tax allowances it would

be wrong to give the impression that they were linked

in some mechanical way. That could lead to the worst

of all situations whereby child benefit was linked to
the tax allowance increase or the general benefit increase
whichever was the greater.

Mr Walters said there could be a case for raising child benefit
and bringing it into tax. That would mitigate the problem
of the large amount of dead weight. It was pointed out
that this would mean a significant shift from the wallet

to the purse and would raise the tax burden.

It was pointed out that the poverty trap could be
ameliorated by raising the child dependency addition for
those on supplementary benefit in line with other benefits,
and not linking it to the rise in child benefit.

It was agreed that claiming a higher uprating and then .

adjusting for claw-back was not presentationally advantageous.

2
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Personal taxation

Papers: Mr Blythe of 11 January
Mr Blythe of 28 January

4. After a brief discussion it was decided that the options of
indexation plus 3 per cent and indexation plus 13 per cent could be
dropped for future consideration. The Inland Revenue offered to

work up a variant on indexation plus 8% per cent which would for example
offer an extra £100 a year in allowances- to married men.

" The investment income surcharge and higher rates

Paper: Mr Spence of 2 February

5. The Financial Secretary said that he saw'isome attraction in a -

package which would involve doing no more than index the higher rate
bands but would also abolish the investment income surcharge.
There was some discussion of the merits of action on the investment

income surcharge. The Chancellor said he did not see many attractions

in its abolition this year. Mr Ridley suggested that abolition could
be considered for the over-65s, but the Minister of State (C) pointed

out that this could lead to presentational difficulties vis a vis the
recovery of overshoot on retirement pensions. Mr Burns suggested
there could be a case for an across-the-board reduction in the rate of
the investment income surcharge. Mr Isaac pointed out that manpower
considerations pointed very definitely in the direction of a higher
threshold rather than a reduced rate. Mr Walters and Mr Burns saw

merit in reducing the rate as a signal of the intention to abolish the
investment income surcharge. It was an argument analogous to that
used in justifying cuts in the national insurance surcharge. The

Chancellor asked the Inland Revenue to look at the options of a 5 per

cent cut in the rate of the investment income surcharge and a rise in
the threshold. He did not think that the option of action on the

investment income surcharge for the over-65s alone should be pursued.

3
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6. In discussion of action on the higher rate bands, Sir Lawrence Airey

argued that he would wish to see the higher rate bands increased in
line with the basic rate threshold. The UK tax system was already
very progressive in comparison with that of other countries.

The Chief Secretary said he had reservations in principle on de-coupling

the higher rate bands from the basic rate. The Minister of Sihate (C)

thought it worrying that the Inland Revenue diagrams indicated that with
indexation plus 8% per cent the highest gain was for those earning in
excess of £30,000 a vyear. Mr Robson said that there was one problem.
Indexation plus 8% per cent was just sufficient to maintain or reduce
the average rate of tax and national insurance contributions this year
for all those contracted in, but because of the upper earnings limit on
NIC contributions higher rate taxpayers would see a substantial cash
gain from indexation plus 8% per cent. Mr Burns said that it would be
pointed. out that it was difficult to justify tackling the unemploymenf
trap by putting money into rich pockets. The Chancellor pointed out

that for purposes of the speech it was presentationally easiest to
raise the higher rates bands by the same amount as the basic rate.
Nonetheless he would be grateful if the Inland Revenue would work up

a variant to take account of Mr Robson's point by restricting the
percentage gain to higher rate taxpayers to the same as those taxpayers
on the top of the basic rate scale.

6. The meeting closed at 4.45pm.

JIcK

JILL RUTTER
4 February 1983

T —————————————— ————————— —————— — — —————— ————————————————————————————— -

Distribution:

Those Present
PS/EST
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CHANCELLOR OF THE EXCHEQUER cc Chiel Secretary~

#r burns -
M- Littler
¥r Middleton
Mr Bailey

/ Mr Cassell

Mr Ball
Mr Moore

Mr Ridley
Sir Lawrence Airey (IR)
Mr Fraser (C&E)

Professor Walters (No 10)

TSIRD BUDGET PROZRESS MEETING TOMORRCW

T zitach susoneries sbhowing progress in nsrrowing the Budget decisione on the

‘¢d in two c¢ifferent ways :-

2. Tuble A, wkich shows the PSBR costs in detail of three
rossible Budgets, the possible fiscal adjustments that
may be avoilable, and how the revepve costs of each would

look on an indexed and a non~-indsred bacsis,

b. Table B, which shows in more deitaill the revenune as well
2z the PSER costs which would arise in tho various areas

within the ranges that are currently being discussed.

2. You will note that Table A and Table B show precisely the same information;
Table A merely translates the information in Table B into three Budgets, the
least expensive of which reflects the lowest end of the ranges now under dis-

cussion and the most expensive the highest end of the ranges.

%, 1 think the meeting might find it most useful to concentrate on Table A,
bearing in mind, of course, that a large number of further combinations are

possible.

Te
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4, The overall conclusion drawn frcm Table A is that depending on :-

a. How the forecast bholds up, where the price of oil must be

the wost important risk,

b, Decisions to be taken on the PSBR to be looked for 1953-84

and 1984-85, which will come up again during the discussion

w

tomorrow on the MIFS, and

¢. Whether or not the "packages and risks" can be accommodated
within the cverall allowance made - and you will see from
the tables attached to Sir Douglas Wass' separate note that

thie is now looking fairly hopeful,-then

the top end of the various ranges you

have been discuesing in the verious areas, could just zbout be workable, and

exlent that the forecast does not hold up,; lower PSERs are loocked for or

the packezes/risks (or otber costs) take off, then you would have to look

thing smaller, moving down through something like Budget B to Bud dget A.
Deciszione wovld then be needed as to what should be dropped out. You may feel,
however, that at tomorrow morning's meeting all you need do is take note of the
g

oversll position, pending refinsment of the various risks and possibilities I

have just mentioned.

5. You may however just like to note the following poirts about the various

broad areas set out in Taeble A : -

a. On specific duties the main issues outstanding are petrol

and derv and VED on lorries. The Customs deadline is

25 February. However there is a complicating factor in
that, depending on whether it is decided to go for more

or less than revalorisation of derv, it may be necessary
to consult Mr Howell about the VED consequentials.
Department of Transport will, in any event, for operat ional
reasons need to be given by 15 February ot more than four

options to work up on VED on lorries on which the final
\
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choice will have to be made. This points to narrowing
before then the range within which a change in the derv duty
will lie. It is proposed, in fact, that the outstanding
excise duty issues should be one of the matters which the

progress meeting on 15 February should concentrate cn.

On industry, we are regarding the %+ per cent NIS reduction

of private sactor only from August as firm. We had thought
that o0il was relatively firm, but we see from Mr Lawson's
letter to you of 4 February that he wants something with the
revenvue cost of not less than £200 million for 1983-84, or
rather more than we have provided., This will have to be
resolved. 81s0 to be resolved bhere is whether anything is
Gone on Corporstion Tex, end if so whether it is the reduction
of 2 per cent in the main rate (plus some other reliefs) or

.

Lord Cockfield's vst conceivebly, some combination
of the two. Also open hére is uzstion of the ACT/DRT ideas

a g
set out in the MST(R) minute of 3 Februsry.

On persons, the ranges 6-10 per cent over Rooker/Wise have

been retained for all bands and thresholds etc. You are awsiting
a note from the Revenue looking at a variant which would restrict

the perceniage gain to higher rate tax peyers. This point, coupled
with possible sction in other areas such as the IS, Mortgage Interest
Relief and (pointing in the other direction) the treatment of the
over-provision on pensions and other social security benefits at
November 1982, raises the issue of the balance of the Budget overall
on the personal side, which is something you have in mind. It may
be that for the Progress meeting on 15 February where it is intenéed
to take up personal taxation issues unresolved we should provide a
note pulling together so far as possible the likely main measures

in the Budget which will affect persons, as to see how they, and

their distributional effect, will look overall.

3.
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d. Packares/risks. The Tables attached to Sir Douglas Wass'

minute of today show the overall position. Broadly, it
looks as though the amounts likely to arise can be catered
for within the figures provided, as long as the pubdblic expendi-

ture element can be charged to the Reserve.

¢. Fiscal adijustments/PSERs. These depend very much on the

{orscast and on discussion of the MPFS later on in tomorrow's

meeting.

f. Revenue costs of Budgets. These figures seek to show the

indexed and non-indexed costs of the Budget as they might
appear in Table 1 of the FSBR. You will see that Fudget C
comes up to a total of £3745 million; this actually is

not all that different from the parallel figure last year,
which was £3485 million. But we pnezd to keep an eye on
the problems involved in creating.such large numbers. The
cost of the Autumn decision on NIS is recorded hzsre so that
it does not get overlocked; this need not wppear as such
in Table 1 in the FSBR, but some may seek to add it to the
"Budget'.

6. As I say, there is no neced for any specific decisions to be taken in any

of this tomorrow; the position is laid out in effect for inforgation only.

7. I am afraid I have to add the usual warning that all the numbers remain

necessarily uncertain at this stage.

E P KEMP
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TABLE A
7 Pebruary 1983 m—

£m changes from indexed base PSBR cost

BUDGET SECRET DATE:
JGET PROGRESS REPORT
PGDGELS Fi:’“ BUDGET A BUDGET B __ BUDGET C
oven  283-84 1984-85 1983-84 1984-85 1983-84 1984-85
Spezific Duties Overall F 10 10 10 10 10 10
Petrol 0 - - - - 50 50
Industry NIS F 200 300 200 300 200 300
0i1 F 90 140 90 140 90 140
011 ] - - - - 15 (¢ 30
cr 0 - - 130 180 130 180
cT o - - - - = 150
Persona RM o 200 730 990 1040 1140 1200
CB 0 [ 901 [ 250] { 90) [ 250] [ 90] [ 250)
118 o] - - - - 5 35
Packages/Risks Mise 0 300 lso 300 500 koo 600
1300 . 1630 1720 2170 2040 2635
Fiscal Adjustments/PSBRs 0 1500/7500 2000/6500 2000/8000 2500/7000 2000,/8000 " 3000/7500
Revenne cesis of Budgeis
Indexed 1430 2030 1915 2655 255 3290 )
)
Non-indexed 1660 2435 2145 3110 21485 3745 )
Pro-memore rIis 700 700 700 2700 200 700

Cigsrettes and Cider

Possible petrol

3% IS from August, private sector only

0i) - Package B ) Note: Mr Lawson looking
) for £200 millfon in total
Qil - PRT reliefs ) 1983-84

Cockfield on CT or Reduce CT rate by 2% etc

AC?/DIR options

e+ 683108 - ol e Lilcle
c/B (P/Ex charged to the Reserve)

Reduce IIS to 10%

(say) see separate rotes
D:pending on decisions and forecast.

These might appear in Table 1 of the FSBR

Revenue cost of 1% reduction.
Nsed rot appear in Table 1.
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BUDGET SECRET * TABLE B
DATE: 7 February 1983

BUDGET PROGRESS REPORT £m chsnjres from indexed base
. Firm Revenue/Expenditure PSBR

or
on 198384 Full year 1983-84 1984-85

1. Specific Duties F 10 10 10 10 Cost of cigarette concession, less cider increase
[0} 0- 50 0- 50 0- 50 0- 50 Petrol and Derv - possible concessions

.2. Industry F 220 4oo 200 300 % NIS reduction from August, private sector
F 90 140 90 140 0il ~ Package B )} Mr Lawson looking for

)} £200 millicn in

0 0~ 15 (0- 30) 0- 15 (0- 30) ditto - PRT reliefs (1984-85 saving) ) 1983-8%4
(o) 0- 145 0- 255 0= 130 0- 180 CT package 2% off + limits or Cockfield idea or nil
0 - 0- 200 - 0- 150 ACT/DIR options

3. Persons o 810-1320 1030-1680 700-1140 730-1200 6-10% over R/ on all allowances and thresholds: 83% PSER

990 end 1040. If basic allowance only: deduct 10% from
revenue cost.

0 f 90 1 [ &0 1] 2 £6.50 Child Benefit. P/Ex to Reserve.
0 0o- 5 o- 85 0- &S 0- 35 Reduce IIS to 10¥ or no change.

I, Packages/Risks 0 200- 400 450~ 600 300- 400 - 450~ 600 See separate notes.
F 320 550 300 450
o] 1110-1935 1480-2740 1000-1740 : 1180-2115

TQOTAL BUDGET 1430-2255 2030~3290 1300-2040 1630-2635 '
Fiscal Adjustments 0 1500-2000 20C0-3000 £73-£8 billion. PSBR 1983-84: £63-£73 billion. PSBR 1984-85

Pro memore: Autumn NIS reduction (1% cost £700m).
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A—‘s ' CONFIDENTIAL

FROM: DOUGLAS WASS
DATE: 7 FEBRUARY 1983

CHANCELLOR cc Chief Secretary
Financial Secretary
Economic Secretary
Minister of St (C)
Minister of State (R)
Sir Anthop¥ Rawlinson

#

iddleton

ailey

Cassell

r Kemp

Mr Moore

Mr Hall

Mr Ridley

Sir Lawrence Airey IR
Mr Angus Fraser C&E

Mr Kerr
BUDGET PACKAGES

Attached are updated versions of the now familiar three notes on the arithmetic of the
packages and the Budget, a listing of the package items, and fiscal risks and

possibilities.

2. There is a full agenda for the overview tomorrow, and you will probably not wish
to spend time on the packages. You will see that, as shown in Note A, the cost of the
packages now begins to fit quite well into the overall Budget arithmetic, though there
are still a number of uncertainties. (Some of the risks are beginning to fade away -car

tax for example).

3.- There are meetings with you lined up for next week on several of the packages.

At this stage there are a few more detailed points I would draw to your attention.

(a) It may make sense for the next return to merge the proposals under wider

share ownership with the small firms and enterprise package, as last year.

(b)  Similarly the vestigial proposals under tourism might next week be merged
into construction unless Mr Sproat puts forward some further ideas. (Your

Private Office may like to enquire after these again.)

(c) = Mr Fowler's letter has now arrived, though his ideas have not yet been
y

taken into account in the caring package. We still await Mr Tebbit's proposals.

Ny







4. The fairness in taxation package will require careful handling. There are some
connections with other packages (item g on payments on account for stock relief needs
to be seen alongside the construction package for example) and we shall need to take
into account the results of the consultation exercise on tax havens. The Financial
Secretary and Minister of State (R) will be submitting notes to you on the items under
their command, and I think it would be helpful if you were to hold a meeting before
the end of next week. Generally, the proposals will need to be seen in the context of
other Budget proposals affecting companies and the higher paid, and you may feel it

would be right to inform the Prime Minister before you come to final decisions.

DOUGLAS WASS
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CONFIDENTIAL

BUDGET 1983 - PACKAGES ETC - SUMMARY

NCOTE A
DATE: 7 February 1983

£ million revenue costs

1983-84 1984-85
Total P/Ex Total P/Ex
element element
Packages (Note B below) 340-360 170 330- 440 125
Other Risks and possibilities
(Note C below) 0-470 0-290 0-500 0-275
Child Benefit (In main Progress
Report) 90 90 250 250
430-920 260-550 580-1190 375-650

to the Budget becomes :-

1983-84
Total as above 430-920
Less Public Expenditure 260-550

Net totals 170-370

Provided in Progress Report in total 300-400

1. Numbers are uncertain at present, and

-

If the Public Expenditure element is all charged to the Reserve, the potential cost

198485
580-1190
375=- 650

205- 540

450-600

the final figures will

not necessarily fall within the ranges shown.

2. These are revenue costs. PSBR costs are likely to be a little
lower. Against that any public expenditure measures, even if
charged to the Reserve, could nevertheless increase the forecast

PSBR by necessitating a review of the
extent to which, on balance, the PSBR

shortfall estimate. The
costs of these measures

might differ from the revenue costs cannot be assessed at this

stage.
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BUD:_. PACKAGES: CO575 SUMMARY TABLE 7. February 1983
£ million
1983-84 1984 -85 Full vear

Enterprise snd Swmall Firnms® 50 100-200 125<225

of which public expenditure: 5 5 -
Wider Sbare Ownership 20 35 40-45

of which public expenditure: - = B
Technology and Innovation 50 84 120(85 85

of which public expenditure: 50 4 76
Construction 185-210 125-150 125=-150

of which public expenditure: 100 - -
0il Taxeation Not counted in packages

of which public expenditure )
Tourism - - -

of which public expenditure: - - =
Agriculture - B -

of which public expenditure: - - -
Betting and Breeding Package dropped

cof which public expenditure
Caring and Charities 38-43 72~78 74:?9

of which public expenditure: 18 45 Ho
Fairness in laxation Yields 2-10 90-105 225-235

of which public expenditure: - - o

* Costs now-include highly tentative estimates for -3
Business Expansion Schemne. T
7 February 1983
TOTALS 340-360 330=440 260360
of which public expenditure 170 125 120
Miscellaneous unpackaged tax items 5-10 AO_45 90-95
ol A

Covered elsewhere

ﬁ#“{

--...\« -.,..._._ T
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BUDGET PACKAGES

CONFIDENTIAL B 3 s e .

SUMMARY NOTE :7 February 1983
Minister in lead: FST unless otherwise stated
Official in lead: Mr Bailey
REVENUE COST &£m
I''EM STATE OF PLAY
1983-84 1984-85 Full Year
Meeting to discuss package arranged for
’ 1702.8_3.
(a) Business Expansion FST minuted Chancellor 31.1.83 with _
Scheme recommendations on main elements of scheme. under 1 10-100 ~ 10-100
Costs highly tentative.
(b) Joint venture vehicles FST meeting 20.1.8% requested FP/IR to sound
for institutional out institutions on possible constraint on
investment. their investment in small firms: wmeeting in
week beginning 7.2.83. na na na
(e) Zero and deep-discounted | Consultative document issued 12.1.83, with
stock. comments requested by 11.2.83. Not costed
since no definite proposal yet decided.
Shelf issues will need to be considered in
light of response. na na na
(d) Simplification of PAYE Discussed at FST meeting 17.1.83. Further
and NIC payment: Revenue (Mr Blythe) submissions on "net of
Schedule E/D issues. tax" pay tables and Schedule E/D issues
commissioned by FST minute 27.1.83;
submisgsion on former 8.2.85 and on latter
(Continued/..) in week ending 18.2.83.

CONFIDENTIAL

PAGE NUMBER






BUDGET PACKAGES

CONFIDENTIAL oo

SMALL FIRMS AND ENTERPRISE

PRI TTET r

SUMMARY NOTE 7 February 1983
REVENUE COST £m
IMEM STATE OF PLAY . :
1983-84 1984-85 Full Year
(e) Capital transfer tax FST minuted Chancellor 18.1.83 proposing
package of improved rate scale, higher
agricultural/business reliefs and extended
instalments period. Additional Revenue
submissions 20.1.83 (Mr Isaac) and 25.1.83
(Mr Beighton). Discussed at Chancellor's 34 70 90
meeting 4.2.83. :
(f) Loan Guarantee Scheﬁe Discussed at HIG meeting 11.1.83. .Detailed
DOI proposals awaited: interim submission
(Mr Bailey) to Chancellor 24.41.83. (pe) 5 (pe) 5 -
(g) Enterprise agencies: Proposed in Mr Heseltine's letter of 6.1.83.
widening of qualifying Presumption at Chancellor's meeting on
conditions for relief. 12.1.83 against and Revenue (Mr -Lusk)
submission so recommended. . - =
(h) VAT registration ete Customs submission 24.12.82. Ministerial
thresholds decision reached. :
EST SETTLED 5 10 10
(Continued/..)
SNFIDENTIAL —
CONFDENTIA Sk NOIEDR 2






BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL 5o

SMALL FIRMS AND ENTERPRISE
7 February 1983

BT ———

ITEM

STATE OF PLAY

REVENUE COST. £m

1983-84

1984-85

Full Year

(i) Corporation tax: small
companies profits limits
and rates.

MST(R)

(j) Schedule D case V
trading losses
(starter number 124)

(k) De miniwmis limit for
assessment of
apportioned income
(starter number 152)

(1) Relief for interest-
employee buy-outs
(starter number 189)

(Continued/..)

Revenue submission (Mr Battishill) 26.1.83.
1% reduction in rate would cost £10 million
in 1983%-84 and &15 million in full year.
Cost of increase in limits to £100,000 and
£250,000 shown opposite.

Revenue submission (Mr Keith) of 22.12.82 to
FST; Chancellor's meeting 12.1.83 agreed
that should remain on table.

MST(R) recommended increase to Chancellor
26.1.83: query in Chancellor's minute
1.2.83 on size of increase. (£750 or £1000)

Revenue submissiocn (Mr Stewart) to FST
28.1.83. Costs dependent on take-up:
figures assume 100,000 employees with relief
of 150 each. Wider repercussions could
increase costs.

under 1

under 1

under 1

under 1

under 1

10

under 1

under 1

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE: SMALL FIRMS AND ENTERPRISE
: 7 February 1983

CONEIDENTIAL o

REVENUE COST &£m
ITEM STATE OF PLAY :
1983-84 19084-85 Full Year .
(m) Close companies: ACT Chancellor's. minute 1.2.8% agreed that should
limit on loans be kept in line with mortgage interest relief . ‘
(starter number 181) ceiling. under 1 under 1 under 1
MST(R)
(n) CGT monetary limits Revenue (Mr Bryce) submission to FST 13.1.83. :
FST (17.1283) commended package to Chancellor. | under 4 under 1 under 1
Discussed at Charcellor's mtg #.2.83 SETTLED
(o) CGT - retirement relief | Revenue (Mr Beightoﬁ) submission to FST 7.1.83
FST (12.1.83) suggested an increase to
£100,000 should form part of package. under 1 under 1 under 1
Discussed at Chancellor's mtg 4.2.8% SETTLED
(p) VAT - annual accounting |Chancellor's meeting 28.1.83 agreed unlikely
(starter number 5) but not ruled out: Chancellor's minute
. EST 1.2.83% gsked for further discussion. Cost in
1082-84 £20 million and 1984-85 £170 million;
once-for-all and not included at this stage. - - -
(q) VAT ~ bad debts Suggested in Lord Cockfield's letter of
EST 12:1.83. Customs (Mrs Strachan) submission
shortly: will advise against and costs
therefore no included. Costs would be
substantial if extensive relief granted. - = -
TOTALS 50 100-200 125-225
of which public expenditure 5 -

T

CONFIUEN AL
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BUDGET PACKAGES B EFTEEN PR \é*‘r"ﬁ A L PACKAGE: WIDER SHARE OWNERSHIP
SUMMARY NOTE COE"’%?“%D& i AL DATE 7 February 1983
| - Minigter in lead: FST
Officiel in lead: Mr Moore
REVENUE COST £m
ITEM STATE OF PLAY '
1983-84. 1984-85 Full Year |
(a) Reintroduction of relief | Mr Jenkin's proposal (Letter 6.12.82) rejected
for "top hat" schemes. at Chancellor's weeting 12.1.83; meeting also
discussed similar but more regtricted Bank
proposal (paper 10.1.8%). TFST minute to
Chancellor (24.1.82) recommended that this
should not be included in package. Cost of
up to £20 million therefore not included. - - -
(b) Changes to existing FST's recommendations to Chancellor 24.1.83,
schemes. Chancellor's response3 .2.83, s S -
" ; ~ SETTLED 20 35 40-45
Parallel submission on related SAYE issues
from HF (Mr Monck) to EST 24,1.83: meeting
1.2.83, EST decided not to pursue.
TOTALS 20 35 40-45
of which public expenditure nil nil nil
Note: Questionable whether there is sufficient
content for free-standing package. Measure
could alternatively form part of Small Firms
and Enterprise package (as in previous Budgets
CYRIEIISILBATE A L PAGE NUMBER
CONFIDENMTIAL






BUDGET PACKAGES

CONFIDENTIAL

PACKAGE : TECHNOLOGY AND INNOVATION

o .
i

SUMMARY NOTE DATE : 7 February 1983
Minister in lead: CST unless otherwise stated
Official in lead: Mr Bailey
REVENUE COST. £m
I'TEM STATE OF FLAY .
1083%-84 1984-85 Full Year
(a) Extension of transitional| Financial Secretary agreed extension 12.1.83 nil nil -
period for capital following Revenue (Mr Battishill) submission (30 in -
allowances on British 3.12.81. Announced on 19,.1.83. 1985-86,
filus. 65 over
FST SETTLED 1985-88
_ _ period)
(b) Extension of transitional| Financial Secretary agreed extension 7.1.83 nil 10 -
period for capital following Revenue (Mr Battishill) submission (15 in
allowances for rented 2%.12.82. : 1985-86,
teletext televisious. 35 over
FST SETTLED 1984-87
LIILED period)
(¢) Small Engineering Firms |
Investment Scheme. D
) Mr Jenkin's proposals of 12.1.8% involve
(d) "Alvey" .- support for ) total bids of £67 million for 1983-84,
research in advanced IT. |) £128 million for 1984-35 and £145 million in
D) 1985-86, TIA submission (Mr Bailey/Mr Lovell)| (pe) 50 (pe) 74 (pe) 76
(e) "Support for Innovation" |) to Chancellor of 24.1.83 recommends (1985-86)
programme. ) proposals involving expenditure of
D £45 million, £75 million and £75 million
(£) Other expenditure items. | reSpectivelK. Meeting with CST 3.2.83: CST
t6 minute Chancellor. :
| TOTALS 50 84 120
of which public expenditure 50 i (1985-86) .
76
b ISR { acr g F
i . \ Y
CQE%‘“EDE N AL PAGE NUMBER 1






BUDGET PACKAGES
SUMMARY NOTE

PACKAGE :

DATE

CONSTRUCTION

7 February 1983

Minister in lead: CST
Official in lead: Mr Moore

REVENUE COST £m

ITEM STATE OF FLAY . J
1083-84 1984-85 Full Year
FP (Mr Robson) submission on tax candidates
and GE (Mr Kelly) submission on public
expenditure aspects to CST 27.1.83. Discussed
8% CsT! meetlagJB’l .1.8%: CST minuted
ancel or 4 77 meeting on 14.2. 83.
(a) Mortgage interest relief Inclination against. at Chancellor’s meeting
ceiling (starter no 105) | 24.1.8%3. Further FP note (Mr Moore) 28.1.83.
Pending final decision costs included in
package; assume increase to £35,000, which
after 5 years would cost £200-3200 wmillion. 75-100 100-125 75=100
(b) Stamp duty threshold Revenue (Mr Draper) note to Chancellor 1.2.83 :
Chancellor's response % .2.8%: option stands - - -
pending decision on
(¢) DLT - own use deferment
and write off of deferred |[MST(R) 28.1.83 recommended. CST agreed in - less than 1 5
tax minute of 4.,2.83,
(d) Changes in home
improvement grant rules. ) Recommendations in CST's minute 4.2. 83; (pe) 50 - -
g preference is for (e)
(e) Funds for enveloping. )
(pe) 50 - -
(Contined/..)

o Lt A
CONFIDENTIAL

PAGE NUMBER 1






BUDGET PACKAGES

PACKAGE; CONSTRUCTION
CNITT ‘
SUMMARY NOTE CONFIDENTIAL DATE ; 7 Pebruary 1983
REVENUE COST £m
ITEM STATE OF FLAY : '
1983-84 1984-85 Full Year
(f) Extend capital allowances | Mr Heseltine's letter of 6.1.83. TST minuted

for assured tenancies to Chancellor (19.1.83%) advlsing againat aetion, :

shared ownership Dropped af CST's meeting 31.1,83, - - -
properties.

(g) Minor items in ,

Mr Hesletine's 6.1.83

letter including: |

(i) capital allowances Dropped at CST's meeting 31.1.83. - - -

for refurbishment of '

industrial and commercial

buildings;

(ii) increase proportion CST recommends increase to 25% in minute of 5 10 25

of office space qualifying| 4.2.83.

for Induystrial Building
-Allowance.

(iii) Allow private Revenue (Mr Kuczys) submission 24.1.83

landlords to offset repair| recommend against. FST minute 28.1.83 to

costs against all income., | Chancellor emdorsed recommendationydropped

at CS8T's meeting 31.1.83. - - -
(Continued/.,) .
‘ ENTI
CONFIDENTIAL e






BUDGET PACKAGES
SUMMARY NOTE

CONFIDENTIAL

DATE

g PACKAGE:

CONSTRUCTION
7 February 1983

REVENUE COST £m
ITEM STATE OF PLAY -
1083-84 1984-85 Full Year
(h) Other capital allowances There are two items which have previously
been candidates for tourism package which CST
at 31.1.83 meeting considered should be
examined in construction package:-
(i) increase in allowance for hotels to 50% nil 5 (around 10
after 4 yrs
(ii) extension of 20% allowance to self-
catering accommodation. up to 5 up to 10 up to 10
CST's wminute to Chancellor 4.2.83 recommends
for (ii) in preference to (i).
TOTALS 185-210 125-150 125-150
of which publie expenditure 100 nil nil )

CJ
i
mi:
m#
>
gm:.-n

PAGE NUMBER






BUDGET PACKAGES
SUMMARY NOTE

DATE

Official in lead:

PACKAGE:

OIL TAXATION
7 February 1983

Minister in lead: MST(R)

Mr Middleton

REVENUE COST £m

ITEM STATE OF PLAY : -
1983-84 1984-85 Full Year
(a) North Sea regime, phasing | Chancellor's overview meeting 1.2.83 agreed 90 140 340 -
out APRT etc that option B (plus doubling of o0il agllowance ' (1985-86)
(starter no 109) for future fields, which has no short-term
cost) should be proposed to Mr Lawson at
meeting 2.2.83.
(b) PRT expenditure reliefs and Consultative document issued May 1982. . 15 30 . 50 .
receipts (starter no 115) | Revenue (Mr Crawley) submissions?26.1.83. cost yield yield
and 4.2.83. : ' :
(¢) PRT. Minor provisions MST(R)'s recommendations in minute to - - =
(starter nos 162,163,164, | Chancellor 26.1.83. Chancellor's reply
167, 184, 187 and 192). 21.1.8% indicated that he is content. Items
involve roughly balancing mix of swmall costs
and yields.
SETTLED
(d) PRT. exempt gas and Inland Revenue awaiting details from company na na Ba
payback (starter no 166) which may be affected. Submission from '
IMr Cravley next month. No costings possible
until details received.
TOTALS 105 110 290
of which public expenditure nil nil £1985-86 ) —
nil

PAGE NUMBER
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BUDGET PACXAGES BT =% 177§ PACKAGE: TOURISM
CONFDENTIAI WIE 4 F
SUMMARY NOTE k b 4B N e DATE ¢ 4 February 1983
| Minister in lead : EST
Official in lead : Mr Moore
REVENUE COST. £m
I1TEM STATE OF PLAY -
198%-84 198485 Full Year
EST's recommendations in minute to Chancellor
19.1.83. Chancellor's office has asked
Mr Sproat to write with any proposals as soon
as possible.
(a) Rating reliefs EST's 'recommendation against, unless action
: on industrial/coumercial rating relief. - - -
(b) Capital allowances Two proposals:
(i)  increase allowance for hotels to 50%;
(ii) extend 20% allowance to self-catering
accommocdation (and smaller hotels).
These are now being examined in
context of construction package:
costs nol included here. - - -
(¢) Increased grants under EST recommended against. - - -
section 4, Development
of Tourism Act.
TOTALS nil nil nil
of which public expenditure nil nil nil

PAGE NUMBER 1






BUDGET PACKAGES

o— n A PACKAGE: AGRICULTURE
CONFIDENTIAL
SUMMARY NOTE . G famd N . DATE ! 4 February 1983
Minigter in lead: FST
Official in lead: Mr Moore
REVENUE COST &£m
I'TEM STATE OF PLAY ‘
1083-84 1984-85 Full Year
(2) Rental income to be FST asked (10.1.83) Revenue (Mr Battishill)
treated as earned income. to examine: submission pending. This is
among proposals in Lord Ferrer's letter of
21.1.83; FST's reply of 24.1.83 indicates
presumption against all these proposals and
therefore no costs included at this stage. - - -
TOTALS nil nil nil
of which public expenditure nil nil - nil
Note: Questionable whether there is
sufficient for free-standing package. CTT
agricultural reliefs included in item (e) of
small firms and enterprise package.

CONFIDENTIAL
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BUDGET PACKAGES
SUMMARY NOTE

. — . A PACKAGE: CARING AND CHARITIES
CON? H}Li\g“ﬂc,ki, DATE : 7 Eebruary 1983

Minister in lead: CST
Official in lead: Mr Monger

=t

ITEM

REVENUE COST. £m
STATE OF PLAY

1983-84 1984-85 Full Year

‘a)

4

(b)

e)

)

e)

()

Extension of Widow's
Bereavement Allowance for
further year.

Restoration of 5%
abatement of inwvalidity
benefit.

Removal of invalidity
benefit "trap".

Development of wvoluntary
etc care service for
elderly.

Extension of Invalid Care
Allowance.

Abolition of Dependent
Relatives Allowance.

(Continued/..

D

Discussed at CST meeting 25.1.83; note by ST
(Mr Monger) 1.2.83 sets ocut preliminary
results, whiech are indicated below. CST to
minute Chancellor; meeting fixed for14.2.83,
Proposals in Mr Fowler's letter 4.1.83 mot incliubd as vet.

FST recommended (11.1.83) following Revenue
(Mr Isaac) submission of 23.12.83: CST in

favour. 20-25 25-30 25-30

CST inclined against: costs not included. - - -

CST in favour (pe) 7 (pe) 16 (pe) 17

(1985-86)

) Proposals in Mr Fowler's paper, for

) discussion at Family Policy Group (9.2.83), .

; on care of the elderly. CST inclined to (d) | (pe) 2 (pe) 2 (pe) 2
but not '(e) at %1.1.83 meeting. Since (£) (1985-86)

) considered unlikely, yields not:.counted.

) . 8 (pe) 4 (pe) 12 (pe) 12

) - (1985-86)

)

)

&Y iMintiw.Srg PAGE NUMBER 4
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BUDGET PACKAGES
SUMMARY NOTE
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PACKAGE:

DATE

CARING AND CHARITIES

4 February 1983

ITEM

STATE OF PLAY

REVENUE COST £m

1983-84

1984-85

Full Year

(g) Abolition of £250,000
ceiling for CTT exemption
on gifts to charities

(h)

Deeds of covenant:

increase in ceiling for
higher rate relief to
£5,000.

(i)

Other fiscal measures:

(i) relief for payroll

(ii)

(iii)

(iv)

(v)

giving;

relief for
donations;

relief for
donations;

relief for
staff;

covenanted
gross

individugl
company
seconded

payments

(Continued/..)

CST

CST

CST

CST

CST

CsT

CST

in favour.

in favour.

inclined against.

inclined against.

inelined against.

in favour.

inclined against.

under 1

nil

under 1

.under 1

under 1

under 1

undexr 1

==
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BUDGET PACKAGES PN ETE AR PACKAGE: CARING AND CHARITIES
SUMMARY NOTE {::kujj ﬁg E "“ ~ Eggjia DATE 7 February 1983
REVENUE COST &£m
ITEM STATE OF FLAY . ‘
1083%-84 1984-85 Full Year
(3) Other public expenditure
measures:
(i) investment grants to |) - - -
voluntary sector; )
) . . .
(ii) central grant to ) CST inclined against. - - =
National Association | )
of Councils of )
Voluntary Service. )
Notes
1. Opposite is additional provision as a (pe) 5 (pe) 15 (pe) 15
contingency margin against bids by (1985-86)
Mr Fowler: letter received 4.2.83.
2. Mr Heseltine's letter of 6.1.83 also
proposed that charitable statgs should_be
eg& gdtgu pogt gnq ggcreaglonal bodies.
3. NCVO shopping list fowarded 21.1. 83.
“ Preliminary comment in ST note of 1.2.83.
4, CST office to ask Mr Whitelaw to Forward
any proposals on charities side. '
‘ TOTALS 38-43 73=78 74=79
of which public expenditure 18 45 46 _

..rq _al. ! 6-1
¥ 452

Ex&" I "n E gé"."ra -5
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BUDGET PACKAGES _ g N8 g ;n?"i\fTi ;A- g PACKAGE: FATRNESS IN TAXATION
SUMMARY NOTE CQa N s |V DATE : 7 February 1983
Minigter in lead: FST and MST(R)
Official in lead: DMr Moore
REVENUE COST £m
ITEM STATE OF PLAY - ' . -
1983-84 108485 Full Year
(a) TFringe benefits: Chancellor's meeting 22.12.82 agreed on ; :
scholarships (starter no 197) | legislation-. y ‘ 1-10 1-10 1-10
_ SETTLED yield Jield . Jield .
(b) Fringe benefits: others | Budget will contain announcement about uprated
car and car fuel . benefit scales for 1984-85.
(starter nos 133 and 134) Revenue (Mr Driscoll) submission-orn this and na 45 45
other benefits %1.1.83. Yield of 20% increase
in car scales opposite. . .
(Revenue (Mr Corlett) submission-2:2.83 to
FST on potentially related issue of capital
allowances for company cars.)
(¢) CGT: capital loss ) Nil 5 yield 30 yeild
buying: gboups of companies g
(starter no 142) ) Revenue submission (Messrs Battishill
2 and Bryce) 27.1.83: édiscussed at MST(R)
§ meeting Z2.2.83. MST minuted Chancellor
(d) Group relief: avoidance y 4.2.83, recoumending (@) but against (e). na 30 yield 30 ¥ield
(BL). (starters no 119) )
)
(Continued/...)

PAGE NUMBER 1

-ﬁ- - alll oot SRS L b Gl L& e | A £
Y o Lk T e : 2% kBB oA LR ;:E
L.': 21 3\; R aRTY we 4 W S H

8 Na g bed U ob LS N






BUDGET PACKAGES
SUMMARY NOTE

DATE

PACKAGE:

FATIRNESS IN TAXATION
7 February 1983

REVENUE COST £m

TTEM STATE OF PLAY ,
1983-84 1984-85 Full Year
(e) Life assurance: Announcement of intention to legislate under 1 under 1 under 1
chargeable events: 24,.6.82. SETTLED yield yiéld vield
secondhand bonds {starters '
no 110)
(f) DLT: disposals by ﬁevenue (Mr Beighton) submission on 5.11.82.
non-residents (starters Discussions being held with Law Society and 1 yield 2 yield 2 yield
no 149) RICS.
(8) Stock relief: payments| Revenue (Mr Battishill) submission 2.12.82.
on account (Starters no 154) MST(R) authorised drafting (19.1.83); item under 1 10-15 15
to be reviewed in light of other measures yield yield yield
affecting construction industry though
inclination against at starters mtg 27.1.83.
(h) Stock relief: deny to Revenue (MrMcConnachie) submission
commodity/bullion dealers 4.2.83 MST(R) minute to Chancellor 7.2.83%
(Starters no 153) recowmends against for this year. - = -

(Continued/...)
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BUDGET PACKAGES
SUMMARY NOTE

PACKAGE: FAIRNESS IN TAXATION
DATE : - February 1983
REVENUE COST £a
ITEM STATE OF PLAY ’ — ,
1983%-84 1984-85 Full. Year
(i) Taxation of international Draft legislation published December 1982; under 1 under 1 . 100 .
business (starters 157) comuents requested by mid February. yield yield yield
2-10 80-105 225-235
TOTAL YIELDS vield yield vield -
SN Wb BEf Ll N B dANixe
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BUDGET PACKAGES
SUMMARY NOTE

.;;Tg ety g

MISCELLANEOUS: UNPACKAGED ITEMS

7 February 1983

ITEM

STATE OF PLAY

REVENUE COST &m

1983-84

1984-85

-

(a) Investment income
surcharge - abolition/
options.

(b) Stamp duty - selective
reform package.

Revenue. (Mr Spence) submission 2.1.83:
discussed at Chancellor's meeting 3.2.83.
which requested further submission on options.-
Figures are for reduction to 10%

MST(R) note to Chancellor 4.2.83.

5-10

35
5-10

Full Year

85
5-10

TOTALS

10-15

#0-45

90-95

Note: There are in addition a number of
unplaced "heritage" proposals. These are:-

Mr Heseltine, 6.1.83

in leiu of tax; Customs (Mr Knox)
subumission 4, 2 83.

(ii)tax relief for business contributions
to preservation and environmental
trusts: Revenue (Mr Lusk) submission
4.2.8% recommended against.

Lord Bellwin, 18.1.83%

(iii)tax allowances for repairs to listed

buildings: Revenue (Mr Lusk) subuissi
agaiast 4.2. 8) recoumended. against.

COMFIDENTIAL

Bas mﬁ

(i) VAT exemption for works of art accepted

na

na

na

na

na

na
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CONFIDENTIAL
NOTE C

7 February 1983

OTHER FISCAL RISKS AND POSSIBILITIES
£ million
1983-84 1984-85
Possible Public Expenditure

Unemployment. Mr Tebbit putting proposals to Prime
Minister. Three candidates may be proposed:-

i. Extension and modification of TSTWCS 115 100

ii. Continuation and extension of Enterprise
Allowance Pilot Scheme. 50 48

iii. Early retirement: extension of existing

scheme entitling people over 60 to leave

labour market in exchange for long-term

Supplementary Benefit rate. Largest

DHSS option, say 25 190 27 175

Petrochemicals. A review of current problems

may lead to proposals to give assistance either

by way of PRT modification or by public

expenditure means. Submission to

Chief Secretary next week _ 100 100
290 275

Possible Tax

Empty Property Rates. Wide range of possible options
for reductions with widely varying costs.. Say 50 50

Stamp Duty. Various reforms, say up to 10 10
Car Tax. Suggestions have been made that this

tax (currently 10 per cent) should be reduced

or abolished. A 2% per cent reduction would

cost 1z0 160

180 220

TOTAL 470 495






BUDGET SECRET

P(‘H 2B\  C/EX REF NO 21(4?_5:?.7
" cory o g or 2 T copies

RECORD OF THE THIRD BUDGET OVERVIEW MEETING AT 11AM ON 8 FEBRUARY

Present:
Chancellor Mr Burns Sir L Airey (IR))Item 1
Chief Secretary Professor Walters (No 10) Mr Fraser (C&E) )onl
Economic Secretary Mr Middleton Mr Moore ) y
Minister of State (C) Mr Kemp
Minister of State (R) Mr Cassell Mr Evans )
Sir Douglas Wass Mr Ridley Mr Monck ) Item 2
Sir Anthony Rawlinson Mr Kerr Mr 0Odling-Smee) only
Mrs Lomax )
Papers:
i. Budget: Public Expenditure (Sir A Rawlinson's minute of 7 February)
ii. Economic Effects of Lower 0il Prices (Mr Kerr's minute of 7 February)
iii. Budget Packages (Sir D Wass's minute of 7 February)

iv. Progress Report (Mr Kemp's minute of 7 ébruary)

v. Medium Term Financial Strategy (Mr Bufns' minute of 3 February)

vi. Monetary Targets in 1983/84: M1 (Mr/Monck's minute of 26 January)

e s ———————————— —— ————————— i f—

ITEM 1l: ©Progress Report
Public Expenditure

The Chancellor noted that the Chief Secretary and Sir A Rawlinson envisaged

that Budgetary proposals for public expenditure could be charged to the
Contingency Reserve up to a maximum of £350 million. It was also noted
that any excess over £100 million should reduce the fiscal adjustment

pro tanto.

oil -

2, Noting that the uncertainties about the future oil price were if any-
thing greater than in the run up to the 1982 Budget, the Chancellor asked

that consideration be given to the case for not only making clear at Budget
time the o0il price assumption underlying fiscal plans, but also taking
powers to adjust these plans in mid year if the assumption proved unfounded.

A sophisticated version of the regulator might be appropriate. If the

1
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BUDGET SECRET

0il price fell more sharply than anticipated, excise duties on petrol and
derv might rise. Alternatively, if the price stayed higher than expected,
some fiscal relaxation - eg a further move on NIS - might be feasible.

It was suggested. that action to raise the duty on petrol and «derv would

be readily understood, but that action to lower NIS would be harder to
explain. It was also noted that the effect on inflation and on monetary
growth of a sharp decline in the o0il price would be fairly small. A

short study on what form of regulator would be most appropriate, and whether
and how it should be announced, was nevertheless commissioned.

(Action: Mr Middleton).

Packages
3. It was agreed that Lord Cockfield should be asked to put forward, by

14 February, any proposals he might have for a tourism package.

(Action: Chief Secretary). The "fairness in taxation" package should be
ready - with the other packages - for meetings in the week of 14 February.
(Action: FST/MST(R)).

Budget balance

4. The Chancellor reported that the balance of opinion in Cabinet on

3 February had been in favour of a Budget along the lines so far emerging,
ie weighted more towards tax reliefs for persons than for industry.

He nevertheless wished to test the arguments once again. In a tour de
table, it was pointed out that the proposed balance of the 1983 Budget
would ohly partially offset that of recent Budgets, which had been tilted
heavily in favour of industry; that business was pressing for action on
the income tax thresholds; and that the balance was in fact pretty even,

if the Autumn Statement measures were taken into account. It was also
noted that action on thresholds would be beneficial to industries' costs,
in that it should encourage further pay moderation. On the other hand,

it was argued that public opinion would be surprised if tax thresholds were

raised by as much as 8% percentage points above revalorisation.

5. It was agreed that the balance of Budgets A and B in Table A of
Mr Kemp's minute of 7 February was probably about right: that of Budget C

2
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was however perhaps tilted too heavily in favour of the personal sector.
The Chancellor asked that for the overview meeting on 15 February the
progress report should present an assessment of the balance of the

alternatives then on offer. (Action: Mr Kemp).

ITEM II: MTFS
MTFS: objectives

6. It was agreed that the MTFS should again open with a general statement

of the Government's medium term objectives. It should be along the lines
of the formula in paragraph 5 of the MP paper attached to Mr Burns' minute,

|
|
though the second sentence should be revised to read: "The objective over
the medium term is to continue reducing inflation, so providing the foundation i

for the sustainable growth of output and employment”.

MTFS: treatment of the exchange rate

7. It was agreed that the MTFS text should be prepared on the basis of

no major change in the 1982 exchange rate formula.

MTFS: monetary ranges

8. It was suggested that a reduction in the monetary ranges - to 6/10,
5/9, and 4/8 - for the three years 1983-84 to 1985-86 might be appropriate,
taking account of the progress already made, and as an encouragement to

more. It was also noted that such a reduction would be helpful as a way

of increasing the credibility of the inflation forecast, should an optimistic
variant of it be chosen. On the other hand, it was argued that the best
course would be to hold to the 7/11, 6/10, 5/9 ranges, both on the grounds

of prudence, and because further reductions might create new fears.

The Chancellof, noting that a final decision was not an immediate requirement,

asked that text should be prepared on the basis of last year's guidelines for
1983-84 and 1984-85 (ie 7/11 and 6/10) and a further 1 per cent -deceleration
in 1985-86 (ie to 5/9). (Action: MP).

1983-84 PSBR

9. It was argued that the options for the 1983-84 PSBR were not only

£8 billion or £7.5 billion: there was a case, particularly in terms of output,

3
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for considering £8.5 billion. It was however noted that this would
probably mean a substantial increase on the 1982/83 outturn; and that

recent exchange rate movements had both provided a boost to output and

increased the arguments for caution over the 1983-84 PSBR. The
Chancellor concluded that a 1983-84 PSBR of above £8 billion need not be
excluded. He however regarded £8 billion as the central case. If in

the end it became clear that £8 billion would permit a fiscal adjustment
of only €1 billion or less, he would wish to look again at £8.5 billion:
conversely, if it became clear that it would permit a fiscal adjustment
of £2 billion or more, he would wish to look again at £7.5 billion.

For the moment, the MTFS drafts should be prepared on the basis of

£8 billion. (Action: MP).

PSBR: 1984/5 and 1985/6

10. The Chief Secretary suggested that, given a 1983-84 PSBR of £8 billion,
the MTFS should show £7 billion in 1984-85 and £6 billion in 1985-86.

This would demonstrate downward pressure rather more convincingly than did
vériant A in Table 5 of the MP paper, but would be less harsh than variant B.
Mr Burns and Mr Cassell saw advantage in variant A - £8 billion again in
1984-85, and £7 billion in 1985-86. The Chancellor asked that MP work to

a path showing 2% per cent of GDP in 1983-84, 2% per cent in 1984-85, and

1% per cent in 1985-86. The final choice would probably be between this
path, and that at variant A. (Action: MP ).

MTFS: economic assumptions

11. It was agreed that work should proceed on the basis of the assumptions
set out at column A in Table 9 of the MP paper (Action: MP).

12, It was agreed that texts of the key MTFS passages should be available
for consideration by the Chancellor early in the week of 14 February.
A meeting with the Governor would then be arranged, either later that week,

or early in the following week.

o R

P J O KERR
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