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1. 	MR SC OLAR 
q 16/2  Mr Neilson 	'l  

Mr Elliott - IR 	PA141‘' 

tti  
DIRECT TAX RELIEF FOR INCIDENTAL COSTS OF RAISING EQUITY FINANCE 

You were interested in this as a possible offset to the effects of the 

VAT partial exemption package on new issues. 

This was last looked at in detail as a starter for the 1985 

Budget, and rejected primarily on grounds of cost - estimated then at 

£90m. 	A copy of the Revenue's submission of 19 December 1984 is 

attached. 

A couple of quick points 

new equity is not the whole story. 	The VAT partial 

exemption changes will also affect new issues of 

eg Eurobonds, loan stock and convertibles. Corportion tax 

relief for incidental costs of raising loan capital is 

already available following legislation in 1980 and 1983; 

the Revenue's costings of the extension to equity were 

pretty conjectural, and are now out-of-date. But it does 

seem plausible that the cost of a CT relief would be 

comparable to, and possibly significantly higher than. the 

VAT yield in prospect from new issues; 

a relief for incidental costs of raising equity would not 

affect the behavioural implications of the VAT package -the 

incentive to buy services through an overseas agent -unless 

the relief were restricted to UK-supplied services. This 

looks difficult from an EC point of view, and the existing 

relief for incidential costs of raising loan capital 

includes no such restriction. 

2. 	CHANCELLOR OF THE EXCHEQUER 	 Mr Romanski 
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What  is meant_JE_ElliALIE_Jtay  finance.  

2. 	Raising equity finance simply means a company raising money by 

issuing shares. This may be done by the company issuing a 

prospectus with a direct invitation to the public to subscribe, 

an offer for sale where the shares are sold through a specialist 

issuing house, a placing with a broker or a rights issue to existing 

shareholders. But there are other situations where costs may be 

incurred although shares are not issued (where authorised share 

capital is increased but further shares are not issued at that 

time) or shares are issued but no additional cash is raised (where 

a company makes a free (bonus) issue to shareholders by way of 

capitalising profits and so enlarging its capital base). 

cc PS/Chancellor of the Exchequer 	 Mr Green 
PS/Chief Secretary 	 Mr Isaac 
PS/Economic Secretary 	 Mr Beighton 
PS/Minister of State 	 Mr O'Leary  
Mr Cassell 	 Mx Painter 
Mr Lankester 	 Mr Draper 
Mr Monck :f Mr Monger 	 t;:tr  
Mr R I G Allen 	 Mr Whitear 
Mr Graham OPC 	 •_Maas-Dyall 
Mr Cropper 	 PS/IR 
Mr Lord 
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1. 	Making the incidental costs of raising equity f 'lance ta 	1-4711t. 

deductible waa one of the possibilities considered earlier this year 

as a 'lollipop' for the 1984 Finance Bill. Tn the event you 

decided not to pursue the idea but asked that it be put forward as 

a possible starter for 1985. 
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.What 
costs are involved 

3. The costs of an issue include advertising, postage, printing, 

legal and brokers fees, underwriting commissions etc and capital 

duty. The typical costs of an 

10 per cent of the sums raised 

listed market to not much over 

Unlisted securities Market. 

issue might range from say 

for an offer for sale on the 

2 per cent for a placing on the 

vary accordingly to the But this will 

detail Of the issue and the method used. For instance a company 

can either meet the underwriting costs directly or sell the shares 

to an issuing house at a discount on the price at which they 

are to be sold on to the public leaving the issuing house to 

meet the underwriting costs. 

Present tax treatment 

For a trading company the general rule for expenditure to be 

deductible is that it must be wholly and exclusively for the 

purposes of the trade and be of a revenue (not capital) nature. 

In the case of an investment holding company the expenses must 

be expenses of management. The costs of raising equity fail 

to qualify both because they ,count as capital and for the investment 

company they are not expenses of management. 

The capital/revenue divide is fundamental to our present tax 

system and broadly parallels the accountancy treatment although 

for tax purposes capital does not have precisely the same meaning 

as that used by accountants. A company's fixed capital assets 

(and liabilities) are the means by which it carries on its business 

and are distinguishable from current assets such as debtors and 

trading stocks. The latter enter into the calculation of profit 

whereas the former do not. For example we would not allow a 

revenue deduction for the cost of building say, a factory (plus 

the associated incidental costs) or for its depreciation although 

Capital allowances would be given instead. Share issues (and their 

costs) relate to the permanent funding of the company. They 

represent the capital debt owed by the company as a separate entity 

to its shareholders. 
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110Hecent changes  

6. 	Following the issue of a consultative document in 1979, the 

1960 Finance Act included a provision to give relief for the 

cost of raising loan finance. This change met a number of 

representations which had been made and was justified on the 

grounds that since the main cost of loan finance, ie the interest, 

was deductible, it was reasonable that the cost of raising the 

finance should also be allowable, particularly since in to far 

as the costs were those of the lender they might either be 

reflected in the rate of interest or charged separately. The 

1983 Finance Bill included a provision, which was not in the event 

enacted until this year, to widen this deduction to include the 

costs of issuing covertible loan stock in so far as the conversion 

rights could not be exercised for three years (and so could be 

regarded more like a debenture than equity). 

Argumeas in favour of giving relief  

7. The arguments which have been put foward in favour of the 

relief are three-fold. First, the different tax treatment between 

the costs of equity issues and the costs of loan issues adds to 

the distortions in the tax system in favour of loan finance. You 

will recall that earlier this year it was not found practicable to 

make structural changes to the corporation tax system in order 

to remove in all eases the bias against dividends as compared with 

interest. Instead the policy of reducing the rates of tax has 

had a broadly similar effect. By equating the small companies 

rate of corporation tax with the basic rate of income tax, the 

bias has been removed for companies paying CT at the small 

companies rate; and it is being progressively reduced for other 

companies with the staged reductions in the main rate. However, 

even at 35 per cent there will still be a bias in favour of loan 

finance and the preferential treatment of the costs of issuing 

debentures will add marginally to that bias. In so far therefore 

as it remains the Government's policy to remove distortions in 

the tax system, the granting of relief for the capital COSt5 

would be a move in the right direction. 
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Second, the relief would encourage the markets by making it more 

attractive for companies to seek equity- It would thus fit 

in well with other measures which Ministers have been taking 

to help the capital markets such as reductions in stamp duty. 

This may be particularly important during the next couple of 

years or so during a period of rapid change when many adjustments 

are having to be made to take account both of the need for 

greater competition and investor protection, and for the desire 

to bolster the position of London as a world market at a 

time when other markets around the world are developing rapidly. 

9. 	Third, there is the general argument that these costs are 

"proper" business expenses and so should be deductible whether 

they are strictly of a capital nature or not. On this argument 

there is a need to eliminate all "nothings" as costs and circumstances 

allow and to extend the relief in the way now being suggested 

is the next logical step to take along the road. 

Arguments against the relief 

The first argument against giving the relief is that of 

principle. The distinction which the tax system makes between 

income and capital follows one of the most fundamental tenets of 

accountancy and should not be lightly set aside. 

Second, there are substantial differences between loan capital 

and equity which are reflected in the different way each is treated 

for tax and which can reasonably be followed in the tax treatment 

of the costs of raising the finance. Interest - the cost of 

servicing loans - is treated as a deduction in arriving at 

profits before tax, whereas dividends - the cost of servicing 

equity - are treated as a distribution of the after-tax profits. 

The 1980 legislation followed this distruction by allowing the 

costs only where the interest on the loan was allowed for tax. 

Equity finance determines the ownership a the business - loan 

finance is raised for the purposes of the company's trade. 

Indeed a holding company may have a very large share capital 

but little in the way of business activity. At the time of the 
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.980 legislation Ministers took a conscious decision not to extend 

the relief to equity issues despite being pressed very hard to • 
do so. They recognised the distinction between equity and loan 

finance and did not accept there was any inconsistency in giving 

Lelief for one and not the other. The limited relaxation on 

convertibles legislated this year effectively reinforced that 

View. 

12. The Chan,ges made earlier this year in the rateA Of corporatiun 

tax will very substantially reduce those differences between 

the tax treatment of equity and loan finance - and it was right 

that they should - but it does not follow that the differing 

forms of finance ought to be treated in precisely the same way. 

Moreover there is very little reason to suppose that the 

difference in the treatment of the capital costs of loan and 

equity finance would be more than a marginal factor in deciding 

the form to adopt in any particular case. There are going to 

be many factors other than cost in making the decision, but in 

so far as cost is a factor, the difference over a period of 

years which a change in the tax treatment of the capital costs 

would make would be really quite small. On this basis the 

behavioural- effect of the relief on companies and the markets 

would be small and by far the greater part of the cost (paragraph 

16 below) would be dead weight. 

13. Finally there are practical considerations. The first arises 

from the different circumstances in which equity may be issued. 

Broadly the consideration for the issue of equity may be in cash, 

in kind (transfer of assets of any description) or the giving up 

of rights on the conversion of loan stock already in issue into 

shares. At one extreme is the atraightfoward raising of new 

finance. At the other there is the coat of issuing shares in 

respect of a successful takeover of another company where no 

fresh money is forthcoming. And there are intermediate positions 

involving a bonus issue possibly following from a reorganisation 

of a company's financial structure but which has nothing to do 

with the raising of finance; and such as the deeply discounted 

rights issue which has features of both a bonus issue and a 
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4Ipund-raising operation. 

line between one kind of equity issue 

There is no obvious point at which a 

and another could be drawn 

and defended. If the intention is to encourage only the raising 

of new finance it would be right to restrict relief to issues 

of equity shares for cash. But we think it would be indefensible 

to restrict relief to cash situations. It would exclude bonus 

issues and arrangements involving the transfer of assets without 

a cash step in the chain (the obvious non-cash cases are where 

an individual or partnership transfers the assets and goodwill 

of the business to a company in return for shares or a company 

puts some assets into a subsidiary), and would not deal satisfactorily 

with the discounted rights issue. The only practicable solution 

might therefore be to move away from the concept of raising new 

finance and relieve the costs of all equity issues. Even then 

some rules for non resident companies with a trading presence 

in the United Kingdom would probably be necessary. The costs 

relate to the company rather than its trade and it would be 

for consideration whether any relief should be given in this 

situation. 

14. The repercussions would not stop there. If relief were given 

for the cost Of raising equity finance generally ie, of an increase 

in capital, there would then be pressure to allow the expenses 

of share reorganisations following company amalgamations or 

reconstructions (eg changing shares into stock or altering the 

rights attached to shares in issue), the  costs of securing a 

Stock Exchange quotation, and of redeeming shares. And why not 

allow the costs of a reduction  in capital where a company buys 

in its shares. Moreover it would be only a short further step 

to give relief for the capital costs of other methods of financing 

and on finance leases and hire purchase. 

15. The second practical problem would arise with takeovers. 

It would be necessary to separate the costs of issuing shares in 

respect of a successful bid from the other costs of the takeover 

which in the case of a prolonged battle may account for by far 

the greater part of the total costs. The Accepting Houses have 

not been approached afresh but they have said in the past that it 

would not be possible to isolate the coats of the actual share 
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• Alh issue from the total bill which the advising merchant bank would Wpresent to its client company. But if as a result all takeover 

costs were to be relieved this would go well beyond the scope of 

the original proposal and would push up the cost. Indeed the 

main cost might well arise from contested takeoverz and share 

reconstructions rather than from issues which raised genuine 

new money. if all takeover costs had to be relieved there would 

be a very strong case to give relief also for the costs of 

successfully fighting off a takeover even though it did not 

involve the issue Of equity. 

Cost 

The 1980 relief for the costs of loan issues was a narrowly 

drawn provision and the cost was estimated at £m5. Even if the 

relief could be narrowly drawn round the costs of raising cash, 

it would be rather more than a mere extension Of the existing 

provision and this would be reflected in significantly higher 

costs. The cost would depend on a number of factors - in particular 

the amounts of equity raised and the method used and so the level 

of costs; and the precise coverage Of the relief. The estimate 

made earlier this year put the cost at Em20 - Em40 but thia was 

more a rough order of magnitude than a precise estimate. It 

related only to capital raised through public flotations and 

rights issues and assumed variable costs were 3 per cent. 

We now think the cost could be a good deal higher but it obviously 

depends upon the scope of the new relief. If we assume that relief 

would be given in every situation where shares were issued (whenever 

capital duty was payable) and that costs were 5 per cent of the 

total value of issues the full year cost would be m1S0. But 

some capital is raised more cheaply outside the stock exchange 

and working on, say, a 3 per cent cost would imply a figure of 

m90. Companiee not paying tax would get no immediate benefit 

from the relief and it might be several years before the full cost 

came through. 

Conclusion  

Relief for the costs of raising equity finance could be 

introduced if you wish. But it would not be straightforward/ there 

would be practical problems in excluding costs not directly related 
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akto the raising of the finance (costs of a takeover) and it could 

Wopen up pressure in other areas where capital costs are not 

deductible. It could be quite expensive, on the other hand relief 

would make equity a little more attractive vis-a-vis loan stooks 

and be in line with Government policy towards the capital markets. 

Our recommendation remains against extending relief to 

the costs of equity finance. The reasons are those which 

persuaded Mr Rees in 1980 to draw the line where he did and 

your predecessors at other times in the past four years, when 

the point has surfaced, to hold the line there. 

Abolition of capital duty would be another way of reducing 

the costs associated with equity. The Chancellor has asked about 

this possibility (Miss 044axa's minute of 12 December) and 

we shall shortly be sending up a separate note on this. 

R G LUSK 
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FROM: R G LUSK 
INLAND REVENUE 
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IQ fit_ c 
19 December 

1984  
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Making-  the incidental costs of raising equity f nance tax.J teitt 

deductible Was one of the possibilities considered earlier this year 
as a 'lollipop' for the 1084 Finance Bill. Tn the event you 

decided not to pursue the idea but asked that it be put forward as 
a possible starter for 1985. 

What is meant by raising  equit' finance 

Raising equity finance simply means a company raising money by 
issuing shares. This may be done by the company issuing a 

prospectus with a direct invitation to the public to subscribe, 

an offer for sale where the shares are sold through a specialist 

issuing house, a placing with a broker or a rights issue to existing 

shareholders. But there are other situations where costs may be 
incurred although shares are not issutd (where authorised sh.are 
capital is increased but further shares are not issued at that 

time) or shares are issued but no additional cash is raised (where 

a company makes a free (bonus) issue to shareholders by way of 

capitalising profits and so enlarging its capital base). 

cc PS/Chancellor of the Exchequer 	 Mr Green 
PS/Chief Secretary 	 Mr Isaac 
PS/Economic Secretary 	 Mr Beighton 
PS/Minister of State 	 Mr O'Leary  
Mr Cassell 	 Mr Painter 
Mr Lankester 	 Mr Draper 
Mr Monck 	 Mt Lusk 
Mr Monger 	 Mr Tyrer 
Mr R 1 G Allen 	 Mx Whitear 
Mr Graham OPC 	 .....—Mise-Dyall 
Mr Cropper 	 PS/IR 
Mr Lord 
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What costs are involved 

3. 	The costs of an issue include advertising, postage, printing, 

legal and brokers fees, underwriting commissions etc and capital 

duty. The typical costs of an issue might range from say 

10 per cent of the sums raised for an offer for sale on the 

listed market to not much over 2 per cent for a placing on the 

Unlisted securities Market. But this will vary accordingly to the 

detail of the Issue and the method used. For instance a company 

can either meet the underwriting costs directly or sell the shares 

to an issuing house at a discount on the price at which they 

are to be sold on to the public leaving the issuing house to 

meet the underwriting costs. 

Present tax treatment 

For a trading company the general rule for expenditure to be 

deductible is that it must be wholly and exclusively for the 

purposes of the trade and be of a revenue (not capital) nature. 

In the case of an investment holding company the expenses must 

be expenses of management. The coats of raising equity fail 

to qualify both because they.count as capital and for the investment 
company they are not expenses of management. 

The capital/revenue divide is fundamental to our present tax 

system and broadly parallels the accountancy treatment although 

for tax purposes capital does not have precisely the same meaning 

as that used by accountants. A company's fixed capital assets 
(and liabilities) are the means by which it carries on its business 
and are distinguishable from current as4tts such as debtors and 
trading stocks. The latter enter into the calculation of profit 
whereas the former do not. For example we would not allow a 

revenue deduction for the cost of building say, a factory (plus 
the associated incidental costs) or for its depreciation although 
capital allowances would be given instead. Share issues (and their 

costs) relate to the permanent funding of the company. They 

represent the capital debt owed by the company as a separate entity 
to its shareholders. 
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Recent changes  

Following the issue of a consultative document in 1979, the 

1980 Finance Act included a provision to give relief for the 

cost of raising loan finance. This change met a number of 

representations which had been made and was justified on the 

grounds that since the main cost of loan finance, ie the interest, 

was deductible, it was reasonable that the cost of raising the 

finance should also be allowable, particularly canoe in to far 

as the costs were those of the lender they might either be 

reflected in the rate of interest or charged separately. The 

1983 Finance Bill included e provision, which was not in the event 
enacted until this year, to widen this deduction to include the 

costs of issuing covertible loan stock in so far as the conversion 

rights could not be exercised for three years (and so could be 
regarded more like a debenture than equity). 

Arguments in favour of giving relief 

The arguments which have been put foward in favour of the 
relief are three-fold. First, the different tax treatment between 
the costs of equity issues and the costs of loan issues adds to 

the distortions in the tax system in favour of loan finance. You 

will recall that earlier this year it was not found practicable to 
make structural changes to the corporation tax system in order 
to remove in all cases the bias against dividends as compared with 

interest. Instead the policy of reducing the rates of tax has 
had a broadly similar effect. By equating the small companies 

rate of corporation tax with the basic rate of income tax, the 
bias has been removed for companies paying CT at the small 
companies rate; and it is being progressively reduced for other 

companies with the staged reductions in the main rata. Rowever, 
even at 35 per cent there will still be a bias in favour of loan 
finance and the preferential treatment of the costs of issuing 

debentures will add marginally to that bias. In so far therefore 

as it remains the Government's policy to remove distortions it 

the tax system, the granting of relief for the capital costs 
would be a move in the right direction. 
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Second, the relief would encourage the markets by making it more 

attractive for companies to -osekequity. It would thus fit 

in well with other measures which Ministers have been taking 

to help the capital markets such as reductions in stamp duty. 

This may be particularly important during the next couple of 

years or so during a period of rapid change when many adjustments 

are having to be made to take account both of the need for 

greater competition and investor protection, and for the desire 

to bolster the position of London as a world market at a 

time when other markets around the world are developing rapidly. 

Third, there is the general argument that these costs are 

"proper" business expenses and so should be deductible whether 

they are strictly of a capital nature or not. On this argument 

there is a need to eliminate all "nothings" as coats and circumstance 

allow and to extend the relief in the way now being suggested 

is the next logical step to take along the road. 

Arguments against the relief 

The first argument against giving the relief is that of 

principle. The distinction which the tax system makes between 

Income and capital follows one of the most fundamental tenets of 

accountancy and should not be lightly set aside. 

Second, there are substantial differences between loan capital 

and equity which are reflected in the different way each is treated 

for tax and which can reasonably be followed in the tax treatment 

of the costs of raising the finance. Interest - the cost of 

servicing loano - is treated as a deduction in arriving at 

profits before tax, whereas dividends - the cost of servicing 

equity - are treated as a distribution of the after-tax profits. 

The 1980 legislation followed this distruction by allowing the 

costs only where the interest on the loan was allowed for tax. 

Equity finance determines the ownership of the business - loan 

finance is raised for the purposes of the company's trade. 

Indeed a holding company may have a very large share capital 

but little in the way ef business activity. At the time of the 
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1980 legislation Ministers took a conscious decision not to extend 

the relief to equity issues despite being pressed very hard to 

do so. They recognised the distinction between equity and loan 

finance and did not accept there was any inconsistency in giving 

Telief for one and not the other. The limited relaxation on 

convertibles legislated this year effectively reinforced that 

view. 

The Changes made earlier this year in the ratA nr corpordtlun 

tax will very substantially reduce those differences between 

the tax treatment of equity and loan finance - and it was right 

that they should - but it does not follow that the differing 

forms of finance ought to be treated in precisely the same way. 

Moreover there is very little reason to suppose that the 

difference in the treatment of the capital costs of loan and 

equity finance would be more than a marginal factor in deciding 

the form to adopt in any particular case. There are going to 

be many factors other than cost in making the decision, but in 

so far as cost is a factor, the difference over a period of 

years which a change in the tax treatment of the capital costs 

would make would be really quite small. On this basis the 

behavioural effect of the relief on companies and the markets 

would be small and by far the greater part of the cost (paragraph 

16 below) would be dead weight. 

Finally there are practical considerations. The first arises 

from the different circumstances in which equity may be issued. 

Broadly the consideration for the issue of equity may be in cash, 

in kind (transfer of assets of any description) or the giving up 

of rights on the conversion of loan stock already in issue into 

shares. At one extreme is the straightfoward raising of new 

finance. At the other there is the cost of issuing shares in 

respect of a successful takeover of another company where no 

fresh money is forthcoming. And there are intermediate positions 

involving a bonus issue possibly following from a reorganisation 

of a company's financial structure but which has nothing to do 

with the raising of finance; and such as the deeply discounted 

rights issue which has features of both a bonus issue and a 
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t-und-raising operation. There is no obvious point at which a 

line betwoen one kind of equity issue and another could be drawn 

and defended. If the intention is to encourage only the raising 

of new finance it would be right to restrict relief to issues 

of equity shares for cash. But we think it would be indefensible 

to restrict relief to cash situations. It would exclude bonus 

issues and arrangements involving the transfer of assets without 

a cash step in the chain (the obvious non-cash cases ate where 

an individual or partnership transfers the assets and goodwill 

of the business to a company in return for shares or a company 

puts some assets into a subsidiary), and would not deal satisfactori13 

with the discounted rights issue. The only practicable solution 

might therefore be to move away from the concept of raising new 

finance and relieve the costs of all equity issues. Even then 

some rules for non resident companies with a trading presence 

in the United Kingdom would probably be necessary. The costs 

relate to the company rather than its trade and it would be 

for consideration whether any relief should be given in this 

situation. 

The repercussions would not stop there. If relief were given 

for the cost of raising equity finance generally ie, of an increase 

in capital, there Would then be pressure to allow the expenses 

of share reorganisations following company amalgamations or 

reconstructions (eg changing shares into stock or altering the 

rights attached to shares in issue), the costs of securing a 

Stock Exchange quotation, and of redeeming shares. And why not 

allow the costs of a reduction in capital where a company buys 

in its shares. Moreover it would be only a short further step 

to give relief for the capital costs of other methods of financing 

and on finance leases and hire purchase. 

The second practical problem would arise with takeovers. 

It would be necessary to separate the costs of issuing shares in 

respect of a successful bid from the other costs of the takeover 

which in the case of a prolonged battle may account for by far 

the greater part of the total costs. The Accepting Rouses have 

not been approached afresh but they have said in the past that it 

would not be possible to isolate the costs of the actual share 
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issue from the total bill which the advising merchant bank would 

present to its client company. But if as a result all takeover 

costs were to be relieved this would go well bQyond the scope of 

the original proposal and would push up the cost. Indeed the 

main cost might well arise from contested tak,aovElrz and share 

reconstructions rather than from Issues which raised genuine 

new money. If all takeover costs had to be relieved there would 

be a very strong case to give relief also for the costs of 

successfully fighting off a takeover even though it did not 

involve the issue of equity. 

Cost 

The 1980 relief for the costs of loan issues was a narrowly 

drawn provision and the cost was estimated at em5. Even if the 

relief could be narrowly drawn round the costs of raising cash, 

it would be rather more than a mere extension of the existing 
provision and this would be reflected in significantly higher 

costs. The cost would depend on a number of factors - in particular 
the amounts of equity raised and the method used and so the level 
of costs; and the precise coverage of the relief, The estimate 
made earlier this year put the cost at em20 - £m40 but this was 
more a rough order of magnitude than a precise estimate. It 

related only to capital raised through public flotations and 

rights issues and assumed variable costs were 3 per cent, 

We now think the cost could be a good deal higher but it obviously 
depends upon the scope of the new relief. If we assume that relief 
would be given in every situation where shares were issued (whenever 

capital duty was payable) and that costs were $ per cent of the 

total value of issues the full year cost would be Em150. But 

some capital is raised more cheaply outside the stock exchange 
and working on, say, a 3 per cent cost would imply a figure of 
em90. Companies not paying tax would get no immediate benefit 
from the relief and it might be several years before the full cost 
Came through. 

Conclusion 

Relief for the costs of raising equity finance could be 
introduced if you wish. But it would not be straightforward; there 
would be practical problems in excluding costs not directly related 
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--,to the raising of the finance (costs of a takeover) arid it could 

Open up pressure in other areas where capital costs are not 

deductible. It could be quite expensive. on the other hand relief) 

would make equity a little more attractive vis-a-vis loan stooks 

and be in line with Government policy towards the capital markets. 

Our recommendation remains against extending relief to 

the costs of equity finance. The reasons are those which 

persuaded Mr Rees in 1980 to draw the line where he did and 

your predecessors at other iimes in the past four years, when 
the point has surfaced, to hold the line there. 

Abolition of capital duty would be another way of reducing 
the costs associated with equity. The Chancellor has asked about 

this possibility (Miss COMaza's minute of 12 December) and 
we shall shortly be sending up a separate note on this. 

R G LUSK 

TEO 
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 FROM: A W KUCZYS 

DATE: 16 March 1987 

PS/ECONOMIC SECRETARY cc(Without attachment) 
Mr Scholar 
Mrs Lomax 
Mr Haigh 
Mr Neilson 
Mr Romanski 
Mr Elliott - IR 

DIRECT TAX RELIEF FOR INCIDENTAL COSTS OF RAISING EQUITY 

FINANCE 

. . . I attach a note from Mr Haigh, enclosing papers from 1984 on this 

subject. 	The Chancellor would be grateful if the Economic 

Secretary could look into this whole area. 

ckii( 
A W KUCZYS 
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FROM: CATHY RYD1NG 

DATE: 16 March 1987 

PS/CHIEF SECRETARY cc Minister of State 
Sir P Middleton 
Mr F E R Butler 
Mr Anson 
Mr Cassell 
Mr Hawtin 
Mr Pine 
Mr Perfect 
Mr Tyrie 

"LABOUR FINDS LOOPHOLES TO SET NEW RATE° - 

LEICESTER MERCURY FRIDAY 13 MARCH 

The Chancellor has asked me to send to you a copy of the attached 

cutting from Friday's Leicester Mercury. 

C1 
CATHY RYDING 
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City Council rates meeting 

Labour find 
loopholes to 
set new rate 

by Joe Murphy, Civics Reporter 
Creative accounting — in other words, exploiting legal loop- 

holes — was the name of the game as Leicester City Council 
passed Labour's 4.9 per cent rate rise. 

Labour pulled every 
trick in the book — and 
some new ones— to enable 
far more spending than the 
Government technically 
allows. 

This had enabled him to 
multiply the housing bor-
rowing allocation from a 
"measly" £12 million to £36 
million. 

Comment — Page 26 

Accounting: 
'Come to the 
professionals' 

Tories unveiled a plan which they said 
could expand services — but cut rates by 
12p in title£1. 

n would chop down City 
rates bills by £240 a year 
for the average household, 

"If you want to learn 
about creative accounting 
you should come to the 
professionals," said their 
Chief Whip, Mr. Peter 
Kimberlin. 

The 36p rate would be 
achieved-'by taking more 
from reserves to qualify 
for maximum Govern-
ment grant — and then pay 
back the reserves while 
making a "profit". 

But Labour said it would 
not work. Mr. Graham 
Bett described it as a 
"travesty of budgeting". 

MR. MIDDLETON 

The price of City Coun-
cil services was less than 
a packet of cigarettes a 
week on average—a bar-
gain, said Mr. Bett. 

He slammed as 
"incompetent" the 
Environment Secretaru, 
Mr. Nicholas Ridley, and 
cited cases where 
Whitehall had got vital 
grant figures wrong. 

Developments 

Among major policy 
developments in £3 

of special items 
were, he said: 

£7,000 — for equip-
ment to monitor nuclear 
accidents such as Cher-
nobyl. 

£11,000 — Aids 
information campaign. 

£254,0100 — Tower 
blocks security and 
marintenance. 

Mr. Johnson reminded 
members that City rates 
rose by $O per cent last 
year. 

Money was wasted on 
"loony** schemes he 
said: "Staff recruitment 
is at an unprecedented 
level — not practical 
staff, such as refuse col-
lectors, but in loony 
departments.— 

Referriag to creative 
accountancy, be said 
chief officers' time had 
been wasted through 
political interference. 

Mr. Gary Hunt, for the 
Alliance, said the budget 
deserved praise and 
criticism. 

But the rate rise — a 
total of 89 per cent over 
the last two years — was 
far too high. 

He called for a review 
of all departments to cut 
waste and ensure value 
for money. 

Tories condemned the 
practice but produced 
some "magic" of their own 
for a package to cut the 
rates, but increase spend-
ing. 

Their gesture was futile 
against the big Labour 
majonty and the budget 
was 	steamrollered 
through by the jubilant 
controlling group. 

A new ploy was used to 
help boost next year's capi-
tal spending far beyond 
the Goverrunent-imposed 
restrictions. 

For the first time, the 
council "borrowed" capi-
tal allocations from other 

yet expenditure (not 
counting grants; could 
increase by 5.7 per cent. 

local authorities who have 
not used theirs. 

This totalled £1.65 mil-
lion and came from Oadby 
and Wigston Borough 
Council, North West 
Leicestershire District 
Council and South Bed-
fordshire. 

Praise for the account-
ing skills of senior officers 
came from Labour's Mr. 
David Middleton, the hous-
ing chairman, who said 
they had "found legal loop-
holes". 

Budget: 
Is it 
sensible 
or a 
waste? 

What 
the 
rise 
means 

The average city house-
holder will pay just 
under a penny a day extra 
for City Council seruices. 

Taking the County 
Council's 5 per cent rise 
into account, the budget 
means his total rates bill 
will go up by 45.5 pence a 
week. 

The rise was from 45.5p 
to 47.75p in the X1— that 
is 4.9 per cent. 

It means the council's 
£152 million budget is 4 
per cent bigger than in 
the current year. 

'Triumph over 
adversity' 

The budget for capital 
spending was a triumph 
over adversity, said 
Labour leader Mr. Peter 
Soulsby — of his group's 
determination over a hos-
tile Government's restric-
tions. 

He said the Government 
had cut deeply into the 
council's ability to spend 
on homes, recreation and 
the environment. 

Labour were deter-
mined to press ahead with 
an ambitious programme 
that would also create jobs. 

Sensible, Socialist, rational and practi-
cal — that was Labour finance chief Mr. 
Graham Bett's description of the budget. 

Wasteful, inefficient 
electioneering, and 
Incompetent was the 
scathing response from 
Conservative leader Mr. 
Michael Johnson. 
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use in Wednesday's Debate. 

A G TYRIE 
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DRAFT FOR THE CHIEF SECRETARY: LABOUR COSTINGS 

Of Labour's so-called "jobs package" the IFS have said: 

"The anti-unemployment programme is still rather vaguely 

formulated, and has not been costed in detail." (page 

5) 

F04 
So the RHG for (Goulds) was sent away to produce 

a new "jobs programme". It even included a few numbers. 

It was also, incidentally, remarkably similar to the 

so-called "Alliance" alternative budget. 

I have now examined the RHG for (Gould's) handiwork, 

entitled "New Jobs for Britain". With the help of other 

statements made by Labour spokesmen, I have been able 

to assess its impact on public expenditure. I can tell 

the House that Labour's so-called "jobs programme" would 

cost X billion, Y billion more than their own estimate 

of £6 billion. I would be happy to provide the details, 

should Hon Members opposite be interested. 

ThP party opposite is also committed Lo d so-called 

"poverty package". The RHG for Sparkbrook has told us 

many times that this so-called "poverty package", coupled 

with the "jobs package", are the only pledges which the 

Labour Party would honour immediately. 

The RHG for Sparkbrook has costed their "poverty 

package" at £3.6 billion. I have examined this "poverty 

package" in detail in close consultation with my RHF 



the Secretary of State for Social Services, and I can 

tell the House that it costs £5.75 billion. 

So the cost of Labour's programme, as they put it, 

"for immediate implementation", is not £10 billion, as 

they would hdve us believe, but X billion. 

I have also kept careful track of statements made 

by Labour spokesmen since I issued a detailed list of 

their spending commitments last July. I have listened 

carefully. I have taken due note of the RHG for Hull 

East's statement in the House on 6 November that the 

Labour Party has abandoned its pledge to introduce a 

35-hour week, a minimum wage, and to a policy to introduce 

early retirement. 

It will be of great interest to the House, and to 

the electorate, to know that Labour have given these 

pledges up. I have therefore removed these from my table 

of Labour's spending commitments. 

Unfortunately for the RHG for Sparkbrook not all 

spokesmen for the Party opposite have been as careful 

about what they say as the RHG for Hull East. I have 

identified several further pledges. Some of these were 

confirmed by the Labour Party Conference. 

These include pledges on energy,a, Christmas bonus, 

a winter premium, 	general pledge to increase health 

spending, a pledge to spend money on alcohol abuse, 



Scottish devolution, crime prevention, grants and on 

pensions. 

With these new pledges taken on board and the 

abandoned pledges removed I can tell the House that the 

full year cost of Labour spending plans now total 

X billion. 

X billion would represent Yp on the basic rate of 

income tax or an increase of VAT to X. 
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ROY HATTERSLEY'S PROPOSAL TO RESTRTCT ALLOWANCES TO BASIC RATE 

We discussed Roy Hattersley's proposal to restrict some or all of 

the personal allowances and reliefs to the basic rate only. I have 

obtained the following figures from Richard Eason (IR), who is 

Brian Mace's opposite number on the statistical side. 

2. 	Restricting all the main reliefs to the basic rate only would 

yield £600 million in 1986-87. 	(As it happens, the yield for 

restricting the personal allowances is the same, £600 m.) 	The 

breakdown for the reliefs would be roughly: 

£ million 

Mortgage Interest Relief 	 270 

Retirement Annuity Relief 	 100 

Superannuation 	 160 

BES 	 25 

Donation to Charity 	 15 

Giving mortgage interest relief at the basic rate only would bring 

some 170,000 people into higher rates. The Revenue do not have 

ready information for the other reliefs. 

3. 	Basically, if the reliefs, but not the personal allowances, 

were restricted to the basic rate only, the higher rates would 

begin at the total of the basic rate band plus the personal 

allowance. That means, in 1986-87, £19,535 for a single person; 

£20,855 for a married man; and £23,190 for a two-earner couple. 

All of which are well below the £24,500 where Mr Hattersley's top 

5 per cent begins. 



CONFIDENTIAL 

• 
4. 	We need to be a bit careful in attacking Hattersley on this, 

because I think you may see some attraction in the idea yourself, 

and you asked FP to look at it after the Budget. 	111.1t we can 

certainly attack Hattersley for not doing his sums properly - his 

scheme might avoid the punitive higher rate Labour had before, but 

at the cost of increasing tax for people well below the top 5 per 

cent. Do you want to deploy this in your wind-up speech? Or should 

we save it for a separate press release later? Perhaps we can 

decide this once we see how much Hattersley makes of it on 

Wednesday, and how much attention this gets. 

A P HUDSON 
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COST OF LABOUR PARTY PROPOSALS 

cc Chief Secretary 
Financial Secretary 
Sir Peter Middleton 
Mr Scholar 
Mr Culpin 
Mr Cropper 
Mr Tyrie 
Mr Ross-Goobey 
Mr Hudson 

Mr Mace - IR 

GEP's revised costing of the Labour Party's spending proposals 

is around £34 billion. We estimated that this would require eithcr 

an increase in the basic rate from 27p to 56p in thc pound, or an 

increase in VAT to 49 per cent. 	The Chief Secretary used these 

figures in the Budget Debate on 18 March. 

The original costing of £28 billion, equivalent to a basic rate 

of 53p, or an increase in VAT to 44, were set out in the Chief 

Secretary's letter of 31 July to Mr Hattersley. These figures have 

been used consistently ever since, despite subsequent changes which 

Customs and Revenue have made to their respective estimates of the 

1986-87 tax base. This was a conscious policy decision, to avoid 

confusion. 

The 53p calculation assumed a basic rate of 29p and a 1986-87 

tax base. Our new 56p calculation assumed a basic rate of 27p and a 

1986-87 tax base. 	The latter was done in error, for which we 

apologise. The result is that a £34 billion increase in expenditure 

involves an estimated 29p increase on a basic rate of 27p, with the 

implication that each 1p brings in £1,172 million in a full year, not 

£1,300 million as in the Financial Secretary's written answer on 

16 March (see Annex A) or the £1,450 million for 1988-89 as on 

page 43 of the Autumn Statement (since revised down to £1,410 million 

in the FSBR). 



V 

There 	no problem about the VAT 49 per cent, which rounded 
------- 

qlkill stand wi h -either the Autumn Statement tax base estimate for 
1987-88I or with more recent estimates. 

What should we do next? I suggest that the first move should be 

to concentrate on the £34 billion and not the 56p, and where Lhere is 

no escaping giving an income tax figure to say something like "well 

in excess of 50p in the £". 

If we are asked in detail about the 56p one possibility 	would 

be to say that to raise such a large amount of revenue, we thought it 

right to 	estimate f• a 	1p increase would yield only around 

£1,200 million a year as opposed to the £1,300 million figure given 

for smaller changes. This was because the Budget introduced several 

tax changes (eg profit-related pay, personal pensions) of which more 

use would be made with a sharply higher basic rate. 

The problem with this line is that we have always hitherto said 

that our calculation assume no behavioural changes; and that if we 

were to assume them we might expect them to be much greater than this. 

8. 	An alternative would be a more open approach - to say, if 
pressed, that the 56p assumed a 1986-87 income base, represented a 

full year estimate of a 29p increase in the new basic rate of 27p in 

the E; that on the assumption of a 1987-88 income base the basic rate 

would need to rise from 27p to 53p to raise the £34 billion; and that 

neither estimate took account of behavioural effects. 

A point here is that there is no particular "rightness" about 

assuming a 1987-88 tax base for the full year effect of Labour's 

policies. They could not be brought fully into effect in 1987-88. 

Which of these approaches would you prefer to use? 

MISS C E C SINCLAIR 
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rate for a local authority in respect of the financial year 
1988-89. In considering whether and in what cases to 
exercise this power, he will be able to take into account, 
among other things, the extent to which the rate which any 
local authority have determined for that year may have 
been inflated to take account of its liability to pay grant 
penalties. 

Seals 

Mr. Hancock asked the Secretary of State for Scotland 
if he has any plans for a seal cull in the next year. 

Mr. John MacKay: No. It was announced in May 1985 
that there would be no culling of grey seals in Scotland 
until further notice. A further programme of research into 
the interaction of grey seals and fisheries is in hand, and 
the need for grey seal management will be reviewed in the 
light of the results of this research which is likely to take 
some time to complete. 

Consultative Committee on the Curriculum 

Mr. Pollock asked the Secretary of State for Scotland 
if he will announce the Government's decisions on the 
policy review of the Consultative Committee on the 
Curriculum. 

Mr. John MacKay: I have today written to Sir James 
Munn, the chairman of the Consultative Committee on the 
Curriculum, to tell him of the Government's decisions on 
the recommendations of the policy review carried out last 
year and I have arranged for copies of the letter, its 
appendices and of the policy review itself to be placed in 
the House of Commons Library. 

I have made clear to Sir James the high value I place 
on the work of the CCC and my appreciation of the 
commitment of both the voluntary participants in its 
activities and of the permanent staff of the Scottish 
Curriculum Development Service. The Government 
endorse the arguments in favour of continuing the CCC 
on broadly its present remit. I pave, however, decided in 
principle that the management of the SCDS could be 
strengthened and the efficiency and effectiveness of both 
the CCC and the SCDS improved by incorporating both 
bodies into a single company limited by guarantee. Our 
aim is that this should be achieved in consultation with the 
new CCC by 1 August 1988, subject to agreement on a 
satisfactory basis for incorporation. 

I have also decided that the organisation and the 
educational effectiveness of the SCDS could be 
substanitally strengthened by bringing it together into one 
unit with the support staff of the new CCC. Our preference 
is that the new organisation should continue to be located 
within the campus of a college of education. I have 

Written Answers 

therefore asked the CCC to negotiate with the Northern 
college with a view to locating the combined body on its 
Dundee campus. 

The campus has much to offer the new CCC including 
the fact that it is to become the open learning centre for 
the college of education sector and I believe that, among 
the available alternatives, it has the strongest claims. It will 
be of great value to the Northern college — and to 
Dundee—to have the opportunity of housing a major 
educational body such as the CCC. 

The interests of staff will be taken into account in 
planning the reorganisation, which I would expect to be 
completed by 1 August 1989 at the latest. 

Full details of the Government's response to the 
recommendations of the policy review are set out in the 
appendices to the letter to Sir James Munn. I believe that 
our decisions provide a sound basis on which the CCC and 
the SCDS can continue to make a major and highly 
relevant contribution to improving the curriculum for 
young people and to providing support to help teachers 
implement it. 

NATIONAL FINANCE 

Taxation 

Mr. Meacher asked the Chancellor of the Exchequer if 
he will publish a table which sets out for a two child family 
on (a) half average earnings, (b) three-quarters average 
earnings, (c) average earnings, (d) one and a half average 
earnings, (e) twice average earnings, (f) five times average 
earnings and (g) 10 times average earnings, the increase, 
in net income, to be derived from (i) a lp cut in the 
standard rate of income tax, (ii) an increase in personal 
allowance, over and above indexation, which incurred the 
same cost as a lp cut in standard rate income tax, (iii) an 
increase in child benefit which incurred the same cost as 
a lp cut in standard rate income and (iv) an increase in 
income tax thresholds which incurred the same cost as a 
lp cut in the standard rate of income tax, in 1986-87. 

Mr. Norman Lamont: Information based on full year 
direct revenue or expenditure cost at forecast 1987-88 
levels is in the table. The income tax calculations assume 
that all the main personal allowances would be increased 
by the same percentage. Each of the measures would have 
a cost of about E1,300 million in a full year at 1987-88 
income levels.,The income tax changes are compared with 
the 1986-87 tax regime indexed according to the statutory 
provisions. It has also been assumed that the only income 
tax allowance or relief available to the married couple is 
the married man's allowance and that the wife has no 
earnings. 

. 	: Increase in income after tax ((per week) compared with indexation in 1987-88 for married man with two children 

Increase derived from: 

Increase in child benefit 

5 per cent. increase In income 

(ii) 6 per cent. increase in personal 
(i) lp cut in basic rate 

allowances 

tax thresholds4  

£2-00 per week2  • • • 
£2•60 per weeks 
	 4-00 

5-20 

0.41 

1-00 

1.23 

4-00 
5-20 

0-97 

1.00 

1-23 

1-00 

4-00 	4.00 	4-00 
5.20 	5-20 	5.20 

1-23 	1-23 	1-69 

1.54 	2.68 • 	3-44 

1-00 	3-08 

	
4.00 - • 
5-20 

2-54 

3-44 
-------- -- 

4.00 
5-20 

9.25 9.25 

Multiple of Average Earnings' 

	

3-44 	
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• 
I. THE TAKE-AWAY NOT GIVE-AWAY BUDGET 
On 29th March 1977 Mr Healey presented his tenth Budget in three years. 
He had earlier encouraged hopes that it would be a generous one in terms 
of personal taxes. He did propose to cut tax rates by a net £1-5 billion—
after imposing severe increases in tax on motorists and on cigarette 
smokers. But the cuts fell far short of the £6 billion which would have 
been needed to restore the position Mr Healey inherited in 1974, or even 
to restore the position a year ago. Overall, he expects to take £4 billion 
more in all forms of taxation this year than last. 

The next stage of pay policy—described by Mr Healey as the key to 
reducing our inflation rate (Hansard, 29th March 1977, Col. 264)—was 
left as a blank cheque to the trade unions. The reduction in the basic rate 
of Income Tax from 35 per cent to 33 per cent, worth £960 million in 
a full year, is to be made when a satisfactory agreement on the next pay 
round has been reached. But Mr Healey gave no hint of what would 
constitute a satisfactory agreement. 

The uprating of pensions and other social security benefits was similarly 
left vague. It seems probable that many people retiring before 65 will find 
themselves losing a considerable part of any increase they receive in 
pension because personal allowances have not been raised enough to keep 
pace with inflation (see page 128). What Mr Healey presented was in 
many ways a menu without prices. 

Mrs Thatcher said of Mr Healey's proposals that it seemed as though 
".. . in this Budget he was really apologising for much of the damage 
that he had done in his other nine Budgets. We are glad that he is 
repenting the high level of direct taxation that he has imposed on people 
and to some extent, the other levels of taxation that arise from the high 
level of public expenditure . . . Looking at the Budget as a whole one 
finds that it is still a take-away Budget rather than a give-away Budget. 
... There really is no Budget judgement this year, because it is an IMF 
Budget. . . . Finally, this is not a revival Budget for Britain. That is 
what we were hoping for. Instead it appears to be a survival Budget 
for the Labour Government" (Hansard, 29th March 1977, Cols. 288, 
294). 

HI-founded Optimism. A year ago, on 6th April 1976, Mr Healey spoke 
confidently of progress during the previous year and of the prospects 
ahead: 

"I think the British people really began to come to terms with the facts 
of life in the middle of last year. We were on the edge of the precipice 
and we pulled ourselves together just in time. That was when the trade 
unions decided on the £6 pay limit. Ever since then things have been 
looking up. We have cut our balance of payments deficit by more than 
half. We lost only a quarter as many days through strikes last year as 
we had lost three years earlier. It is an impressive record and it has 

122 

transformed Britain's reputation in the world. . . if we stick to it, by 
the end of next year we really shall be on our way to that so-called 
economic miracle we need. ... In the next twelve months, unemploy-
ment will be on the way Cown and our output will be growing fast" 
(Budget Broadcast, 6th Arril 1976). 

This year Mr Healey said: 

". . . after all the agony we went through last year we have seen a 
transformation since the decisions I took last December. The pound 
has been steady, 16 cents higher than the low point it reached last 
Autumn. Interest rates are already down 5 per cent and the building 
societies are talking of cutt.ng  mortgage rates in a few weeks' time. And 
that means that the cost of living will be lower by the end of this year 
than I expected before Ch-istmas. . . . The most striking thing is the 
confidence which the whole world has been showing in our present 
policies ... (Budget Broadcast, 30th March 1977). 

The `transformation'—such as it is—has come about, and overseas 
confidence has revived, simply because it is now the IMF not Mr Healey 
who calls the tune. The pound has steadied—at 25 per cent below the level 
when Labour took office. Interest rates are coming down—from the 
highest level they have ever reached. 

In April 1976, Mr Healey Lnticipated for the ensuing 12 months a rate 
of growth of 4 per cent; inlation falling to single figures; investment 
rising and unemployment starting to fall. In the event, output grew by 
barely I per cent, and the rate of inflation fell to 12-9 per cent by July. 
Since then it has accelerated, as a result of the disastrous devaluation of 
sterling last year. Prices rose by 16-2 per cent in the twelve months to 
February 1977; and during tie latest three months they have risen even 
faster, at an annual rate of 21-6 per cent. There are almost 100,000 more 
people unemployed than a year ago, and the number may well rise to 
I} million by the end of the year. The number of days lost through strikes 
in the first quarter of 1977 is .he worst for three years. 

The Prospects and the Objectives. Once again, Mr Healey is optimistic: 
"I believe this time we can make a decisive break in the vicious circle 
and indeed turn it into a virtuous one" (Hansard, 29th March 1977, 
Col. 264). 

Once again, he has two key aims: to bring down inflation towards the 
level of our main competitors, and to improve the performance of manu-
facturing industry. 

The prospects are noticeab y less rosy than a year ago. Assuming that 
the Budget proposals are fully implemented, total output and manufac-
turing output are expected tc increase by a modest I per cent between 
the second half of 1977 and the second half of 1978 (} per cent of this 
as a result of the Budget changes). World trade is expected to grow by 
8 per cent, compared with 12 per cent in 1976. Increasing exports and 
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import substitution are expected to account for most of the increase. 
Private manufacturing investment is expected to increase by 15-20 per 
cent by mid-1978--after a fall of 14i per cent between 1973-5 and 5 per 
cent between 1975-6. A 'substantial surplus' on the balance of payments 
is forecast for 1978. Inflation is expected to fall to a rate of 13 per cent 
by the end of 1977, and to single figures by mid-I978. Real take-home pay 
should at least stabilise. But there will be no increase in private consump-
tion; there may be some decline. 

Of unemployment, Mr Healey said, "I would not expect any fall in the 
level of unemployment. Indeed, I fear that some further rise would be 
more likely" (Hansard, 29th March 1977, Col. 259). Other forecasters 
are almost unanimous in predicting a rise to I 1 million. Against this, 
Mr Healey estimates that the job-creation or safeguarding proposals in 
his Budget will provide 150,000-200,000 jobs; and the tax changes about 
100,000 by the end of 1978—equal to about a third of the jobs lost since 
the Labour Government took office in 1974. 

Government Borrowing: Commitments to the IMF. Mr Healey's estimate 
last April was that the Public Sector Borrowing Requirement for 1976-7 
would be almost £12 billion. As a result partly of lower spending and 
borrowing by government departments, nationalised industries and local 
authorities, and partly because of higher than forecast tax revenue, the 
PSBR is now expected to be below £9 billion, and would fall on existing 
policies to £7.4 billion in 1977-8. As a result of the Budget proposals, 
with a net reduction in taxation of £1.5 billion, and the sale of £500 million 
of the Government's holding of BP shares (first announced by Mr Healey 
on 15th December 1976), the PSBR is expected to be £8.3 billion in 1977-8, 
slightly below the ceiling agreed with the IMF (£8-9 billion). It is expected 
that domestic credit expansion and growth in the money supply (M3) 
can both be contained within their targets—£9 billion and 9-13 per cent 
respectively in 1977-8. 

Personal Taxes 

Income Tax—immediate changes 

Single and wife's earned income allowance raised by £70 to £805; 
Married allowance raised by £140 to £1,225 (a larger increase than the 
single allowance in part compensation for phasing out of child allow-
ances); 

Additional personal allowance (single parent families) raised by £70 to 
£420; 

Age allowance for those over 65 raised by £70 to £1,080 for the single 
and by £140 to £1,695 for the married. 
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Income Tax—conditional change 

—Basic rate of income tax to be cut from 35 per cent to 33 per cent 
when a satisfactory pay agreement is reached. 

Thresholds to Higher Rates of Tax. 
The threshold to the first higher rate 

(40 per cent) raised from £5,000 to £6,000; other rate bands raised as 
follows: 

45 per cent rate threshold raised from 
50 „ 
55 „ 
60 „ 
65 „ 
70 „ 
75 „ 
83 „ 

The top rate of tax is unc3anged. The top marginal rate on investment 
income including the invcstment income surcharge thus remains at 
98 per cent. 

Investment Income Surcharge. The threshold to the surcharge at 10 
per 

cent is raised from £1,000 to £1,500, and from £1,500 to £2,000 for people 
over 65. The threshold to the 15 per cent surcharge remains at £2,000, 
but is raised to £2,500 for people over 65. (The threshold was set by Lord 
Barber at £2,000 in 1973: to maintain its real value it should now be 
approximately f4,000.) 

Other Personal Tax Changes 

Retirement Annuities. 
Ceilings on tax relief for premiums paid by the self 

employed are raised from £,250 to £3,000. 

Overseas Earnings. 25 per cent of overseas earnings of UK residents 
working abroad for thirty days or more in a tax year to 

be exempted from tax. 

Capital Gains Tax. Improved rollover relief for the transfer of an over-
seas branch in a separate non-resident company; and modification of 
rules on company takeovers, -amalgamations and reconstructions. 

Tax Avoidance on artificial capital losses, by shifting value from one 
asset to another and artificia schemes involving annuities, to be stopped. 

VAT is unchanged. 

Petrol, Dery 
and light hydrocarbon oil duty raised by 5p plus ip. conse-

quential increase in VAT—yitld £300 million in a full year. Duty on other 
oils (other than paraffin) raised by 1 ip to 21p. per gallon: yield £150 
million. Bus operators' rebate will be raised to cover the increase. Duty on 
gas used as road fuel raised by 2ip. per gallon. 
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2. SUMMARY OF THE PROPOSALS 

Direct Taxation 

£5,500 to £7,000 
£6,500 to £8,000 
£7,500 to £9,000 
£8,500 to £10,000 

£10,000 to £12,000 
£12,000 to £14,000 
£15,000 to £16,000 
£20,000 to £21,000 

Indirect Taxes 



Yield of Income Tax and Yield per Household 

Yield of 	Income Tax 
Income Tax* Per Household 

1973-4 ... 
1976-7 out-turn 	... 
1977-8 before tax cuts 
1977-8 after tax cuts ... 

£ million 
7,444 

17,093 
19,860 
18,095 

389 
869 
990 
902 

*Includes small amounts of surtax. 

Without the lower standard rate and the modest improvements in personal 
allowances in the Budget, the yield of Income Tax would have come to 
about £19.8 billion in the new financial year, a 16} per cent increase on 
1976-7. This illustrates the tendency for Income Tax revenue to rise steeply in a period of inflation. 

This year's tax cuts are, therefore, only relative. The Income Tax yield 
in 1977-8 will be lower than it would have been otherwise. Meanwhile, of 
the apparent reduction of £2,250 million in direct taxation, some £600 
million has only been made possible by putting additional tax on motorists 
and smokers. 

• 
Vehicle Excise Duty raised from £40 to £50 on private cars; similar 
percentage increases on commercial vehicles up to 4 tons; and larger 
increases on vehicles above this weight. Full year yield £210 million. 

Cigarettes. Duty on packet of 20 raised by 4p (pipe tobacco unchanged) 
to yield £150 million in a full year. 

Mr Healey in his Budget speech, the fact is that he is budgeting for another 
increase in revenue from Income Tax in 1977-8. The Income Tax payable 
by each household, on average, will rise from £869 in 1976-7 to an esti-
mated £902 in 1977-8, even when the conditional cut in the standard rate 
from 35 per cent to 33 per cent has gone through. 

Company Taxes 
Corporation Tax. Rate unchanged. 

Stock appreciation. Relief to continue for 197.8-9 as well as 1977-8. 

Small businesses' profit limit for reduced rate of Corporation Tax raised 
from £30,000 to £40,000; limit for marginal relief from £50,000 to £65,000. 

Payroll Tax. Churches and charities to be exempted from 2 per cent sur-
charge on employers' national insurance contributions. 

Other Measures 

Temporary Employment Subsidy. Applications to be submitted up to 
end of 1977-8; to be payable for 18, instead of 12 months at reduced 
rate of £10 for final 6 months. 

Training Provision and Job Creation Programmes expanded (announced on 
3rd March). Combined cost, with extended TES, £297 million over 2 
years. 

Disabled. Subsidy of £30 per week for 6 weeks for employers taking on 
disabled people. 

Unemployed Teachers. Programme of retraining in mathematics and 
science. 

Small Firms in Special Development Areas. Subsidy of £20 a week for 
six months for each additional worker taken on (experiment for 6 months). 

Long-term Unemployed. Experimental 6 months scheme for assisting 
return to work. 

Inner Cities. £100 million additional construction work over next two 
years. 

Exchange Control. Powers over raising of sterling finance by resident 
companies controlled by non-residents to be strengthened. 

Oil Companies. Consultation on restricting tax relief for taxes paid to 
oil producer countries. 

BP Shares. The sale of £500 million BP shares, announced in December 
1976, to go ahead. 

3. TAX CHANCES 

Revenue from Income Tax. Despite anything that may have been said by 
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Income Tax Allowances. The starting points for Income Tax, represented 
by personal allowances, have been raised by insufficient amounts to 
compensate for the inflation that has taken place since April 1976. The 
single and married persons' allowances are raised by 9} per cent and 
13 per cent respectively; the equivalent allowances with age relief are 
only raised by 7 per cent and per cent. Inflation between April 1976 and 
April 1977 is expected to turn out at well over 15 per cent. Thus, once 
again, people will find the real value of their allowances reduced, so that 
they will be paying Income Tax on yet higher proportions of their earnings. 
The following table shows how the personal allowances have lagged 
behind prices since the last Conservative Budget; it also shows the 
levels to which the allowances should have been raised in the 1977 Budget 
if their real values had been maintained (Column 5). 
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Personal Allowances 1973/4-1977/8 

1973/4 1976/7 	1977'8 
Increase 

over period 
'73/4-'77/8 

1973/4 
revalued 
to 1977/8  

Single 595 735 	805 - I - 3 5 1,140 
Married 775 1,085 	1,225 1-58 1,485 
Age (single) 	... 700 1,010 1,080 --1 54 1,340 
Age 	(married) 1,000 1,555 1,695 1.69 1,915 
Child under 11 200 300 196* 	-1-50 385 
Retail Price 

Index 192 
(est.) 

*Reduced as part of switch to Child Benefits. 

It was estimated before the Budget that the Chancellor would have had to 
cut direct taxation by between £6 billion and £7 billion to restore taxpayers 
to the position they were effectively in at the time of Lord Barber's 1973 
Budget. 

The Choice: Rates or Allowances. At least in one respect, namely the 
proposed cutting of the standard rate from 35 per cent to 33 per cent, 
the 1977 Budget has made a break with the past record of the Wilson/ 
Callaghan administrations. This is significant in its impact on differentials, 
since it means that, within the £6,000 band of income taxable at the 
standard rate, the amount of tax relief wiil be proportionate to the amount 
of income. Differentials are thus maintained, whereas if the same relief 
had been given entirely by raising personal allowances, the value of that 
relief would have been at a uniform flat rate in money terms for all 
taxpayers within the standard rate band. 

Higher Rate Bands. The increase in the starting level for higher rate taxes, 
from £5,000 to £6,000, and the corresponding increases in the upper 
rates, bring a measure of tax relief to middle and upper incomes. How-
ever, they do not go very far towards easing the severe squeeze applied 
to such incomes since Mr Healey became Chancellor. The threshold for 
higher tax rates was £5,000 in 1973. It is now going up to £6,000. The 
inflation-adjusted equivalent to £5,000 in 1973 would by now have been 
£9,600. 

Child Allowances—Child Benefits. The Budget confirmed the earlier 
announcement that child income tax allowances would be reduced for 
1977-8 as part of the switch to Child Benefits. This switch conceals the 
fact that for 1977-8 the Chancellor is not raising the value of Child Tax 
reliefs in general for the bulk of the population: the Government is likely 

to be under heavy pressure to raise the Child Benefits in November when 
the voucher books come up for renewal. 

Overseas Earnings. The changes made in the tax treatment of employees 
who live in the United Kingdom and work part of the time abroad will 
give useful relief from excessively high tax rates. However, they will be 
complicated to administer, and there will inevitably be odious comparisons 
between those who are deemed to be at, in Mr Healey's words, "the sharp 
end of the export drive" as they carry out their work in foreign lands and, 
as Sir Geoffrey Howe put it in the Budget debate, "the engineer or crafts-
man, the man who is sweating his guts out in Derby, Crewe or Rotherham 
who is treated as if he had nothing at all to do with it" (Hansard, 30th 
March 1977, Col. 433). 

Sir Geoffrey suggested that if marginal rates were more reasonably in 
line with those of other countries, there would be less need for special 
arrangements such as these for people who happen to be involved in 
overseas business. 

Investment Income Surcharge. At an early stage in his Chancellorship, 
Mr Healey put an ugly blot en his.  record when he cut the threshold for 
Investment Income Surcharge. As introduced by Lord Barber, the thres-
hold took effect on £2,000 of investment income. Mr Flealey halved the 
figure to £1,000 for people geleralty and cut it to £1,500 for people over 
65. His present proposal to ift both thresholds by £500 (see page 125) 
still leaves them far below the £4,000 level which would be called for if 
the original 1973 figure of £2.000 were to be fully adjusted for inflation. 

Indirect Taxes. Contrary to some expectations, Mr Healey did not restore 
the standard rate of Value Added Tax to 10 per cent in order to help 
finance his Income Tax reductions. This would have raised at least £650 
million. Instead, he concentrited his indirect tax increases on motorists 
and road transport (£485 million) and on the tobacco duties (£140 million 
in a full year). Cigarette prices are raised by approximately 4p for twenty, 
bringing the total duty up from 19p to 46p during the term of the present 
Government. Duties on drink .were not raised (although of course they 
had been lifted by 10 per cent last December). The Chancellor was 
probably apprehensive of a downturn in consumption or, maybe, of 
adverse reaction from our EEC partners. 

National Insurance Surcharge_ When the two per cent National Insurance 
surcharge was introduced as part of last December's emergency measures. 
the Conservative Party fought hard for relief for employees of churches 
and charities. The Government has now conceded this relief, following the 
precedent established in the case of Selective Employment Tax in 1966. 
This will help compensate churches and charities for the inevitable loss of 
income from covenant sources when the reduction of the standard rate of 
Income Tax is confirmed. 
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Company Taxation. The basic rate of Corporation Tax is unchanged at 
52 per cent. For small businesses the profit limit for the preferential rate 
of 42 per cent is raised from £30,000 to £40,000 and the marginal tapering 
relief is raised accordingly. Because of delay in reaching firm agreement 
on a permanent scheme of Current Cost Accounting, the Government is 
extending the interim system of stoc< relief not only for 1977-8 but for 
1978-9 as well. The Chancellor has recognised the serious uncertainty 
caused by growth of deferred tax reserves in company balance sheets, 
saying: 

"On the question of deferred tax a good deal has been said about the 
troubles that companies meet when they seek to raise finance because 
of the existence in their balance sheets of large deferred tax provisions. 
But for the normal continuing business there is little or no risk that 
any substantial part of the deferred liability will in fact arise. This 
should now be better understood in the financial world" (Hansard, 
29th March 1977, Col. 276). 

4. INDUSTRY 

For British industry Mr Healey's tenth Budget was little better than 
negative. The Financial Times's April survey of business opinion reported 
that "most businessmen consider that Mr Healey did not go far enough" 
(Financial Times, 4th April 1977). 

Naturally, when contrasted with a long series of earlier Budgets which 
reflected Labour's underlying hostility to private industry, Mr Healey's 
latest Budget offered some relief. It dii make a gesture in the direction of 
the tax cuts long advocated by Conservatives in order to restore incentives 
for middle management and skilled workers. It did extend stock relief 
provisions until 1979. It did ease Corporation Tax for the smaller com-
panies. Furthermore, as Mrs Thatcher observed, Mr Healey was by these 
Budget proposals "really apologizing for much of the damage that he had 
done in his other nine budgets" (Hanlard, 29th March 1977, Col. 288). 

Not Enough. On the other hand, the Chancellor has only removed a small 
proportion of the immense weight of taxation he has placed on management 
and skilled workers over the last three years. Increased petrol and Dery 
duty can only increase distribution costs. The stock relief scheme remains 
only temporary and more firms are becoming concerned about the 
increasing amount of deferred tax w:lich is now overhanging them. Mr 
Healey disappointed many firms in failing to offer any sort of tax relief 
to companies on the substantial losses resulting from the sharp decline 
in sterling caused by Labour's mishandling of the economy. He failed 
to relax damaging dividend controls. Above all, the Budget will make no 
real contribution towards reversing the disastrous trend of declining 
industrial profitability which before all else has stifled investment and 
limited growth in output in recent years. 

'Negligible' Effect. Commenting on the negative nature of the Budget, most 
industrialists approached by the Financial Times said that "the Budget 
generally followed the lines they had expected and would make no difference 
to the business situation at large or to their own company's prospects. Not 
one company had considered it necessary to alter their investment or man-
power plans" (Financial Times, 4th April 1977). The industrialists con- 
sidered that the effect of the tax cuts on the motivation of skilled workers 
would be 'negligible'. 

For industry and the economy at large the Budget does nothing to 
stimulate a rapid growth in profitability, investment, production or em- 
ployment. Britain's share of world trade declined in 1976. And, as Mr 
Healey himself said, "if our industrial performance fails to improve, our 
balance of payments will deteriorate, and then we should be faced with a 
choice between a deflation which throws men and women out of work, or 
a depreciation which raises prices" (Hansard, 29th March 1977, Col. 265). 

5. SMALL BUSINESSES 

The Budget contained some concessions for small businesses and the 
self-employed. Although they are steps in the right direction, their prac-
tical effects will be small. They amount to no more than belated recog- 
nition of the plight of small firms—itself largely the result of this Govern-
ment's many hostile measures. 

The main points in the Budget affecting small businesses were: 
Corporation Tax. (a)The existing system of stock relief will be maintained 

until 1979; and (b) the preferential level of profits below which profits are 
taxed at 42 per cent increases from £30,000 to £40,000. In addition, the 
limit for marginal relief—the band of profit taxed at between 42 per cent 
and 52 per cent—will be increased from £50,000 to £65,000. 

Income Tax. Because the small business owner relies primarily on re-
tained earnings for investment, the raising of personal allowances and of 
higher band thesholds, together with the raising of the investment income 
surcharge threshold, are welcome. But the amounts involved are minimal. 

Self-Employed Retirement Annuity Premiums. The Budget raises the 
limit on the amount of premium qualifying for tax relief from £2,250 to 
£3,000. This again is belated recognition of Conservative arguments— 
Mr David Mitchell, MP for Basingstoke, proposed in Parliament in May 
1976 that the limit be raised to £3,000; and since then prices have risen by 12 
per cent. 

The Small Firms Employment Subsidy (see p. 133). 

6. PAY RESTRAINT AND UNEMPLOYMENT 
Poor Prospects. In his Budget speech Mr Healey talked once more about 
achieving "the fastest possible return to a high and sustainable level of 
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output and employment, which remains this Government's overall 
economic objective" (Hansard, 29th March 1977, Col. 256). The latest 
figures for 10th March 1977 show how far he is from achieving this three 
years after he delivered his first Budget. 1,268,000 people (5.5%) were out 
of work in Great Britain on a seasonal:y-adjusted basis. Although slightly 
lower than the February figure this is still the highest level for any March 
since 1939. 

The Chancellor said that the figure—which compares with 554,900 
(2-4%) before Labour took office—wai "unacceptably high", but he also 
said: "I would not expect any fall in the level of unemployment. Indeed 

I fear that some further rise would be more likely" (ibid., Col. 259). 

Pay Restraint: Stage Three. Mr Healey's hopes for improvement were 
placed on the shaky foundations of the Social Contract and the Govern-
ment's industrial strategy. He argued tat a further round of pay restraint 
would help in three ways: 

". . . it means lower prices for the goods we produce at home because 
wage costs are lower. It means lower prices for the goods we import 
from abroad because the £ sterling is worth more. And these two 
advantages help to bring down interest rates—which cuts the cost of 
everything we buy on credit, like housing, and helps employment by 
stimulating industrial activity and investment" (ibid., Col. 264). 

Several important union leaders do not, however, share Mr Healey's view 
that "the December measures and this Budget together should help to 
get another round of pay policy." Mr Joe Gormley of the NUM described 
the proposed tax-pay trade-off as 'blackmail'; ASTMS General Secretary, 
Mr Clive Jenkins, said of the proposed concessions, "I think that they 
have made sure, and I am glad of this, that there won't be a Phase Three"; 
and Mr Hugh Scanlon of the AUEW said, "We don't want to be in the 
position where we trade a pay deal for taxation". Nor was this reaction 
limited to the usual union opponents of pay restraint. Even Mr Jack Jones, 
the so-called architect of the Social Contract, said of the Budget, "It 
seems to fall short of expectations"; while Lord Allen, chairman of the 
TUC Economic Committee, commented, "the prospect for Phase Three 
has not been encouraged by this over-cautious Budget." 

Mr Healey's claim that pay restraint would assist the £ ignores the fact 
that last year's agreement did not prevent the disastrous depreciation of 
sterling in the autumn. 

Buying Time. In an effort to allevia-x some of the worst effects of the 
continuing high level of unemployrient and, no doubt, some of the 
pressure on the Government from its own backbenchers, a handful of 
measures were announced. 

The Temporary Employment Subsidy of £20 per week per head is avail-
able for a 12 month maximum period to employers in respect of employees 
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they would otherwise have made redundant. The scheme is to be extended 
to allow applications to be made until March 1978. Where firms in receipt 
of the subsidy come to the end of a 12 month payment period during 
1977-8, and where jobs are still at risk they can apply for a further subsidy 
at a reduced rate of £10 per week for six more months. These changes are 
expected to cost £214 million and the Government claims they will help 
327,000 employees. 

A new Small Firms Employment Subsidy is being introduced, which will 
be available to employers in private manufacturing industry with less 
than 50 workers. It will only be paid in the Special Development Areas 
and offers £20 a week for six months for every new full-time job created. 
It does not open for applications until 1st July 1977. The Government 
maintains that it could help 5,500 people at a cost of £3 million. 

The Government is also proposing to introduce an experimental job 
introduction scheme for disabled people, offering them a trial period of 
employment to give them a chance to prove their capabilities. Prospective 
employers will be given a £30 a week grant towards wages for a six week 
trial period. It will run initially for 12 months and may help 2,000 people 
at a cost of £360,000. 

Mr Healey also announced special help for unemployed teachers, some 
of whom are to be trained in mathematics and science where there are 
shortages at present. 

Finally, a £100 million construction programme for the inner cities in 
England, and similar work in selected areas in Scotland, Wales and 
Northern Ireland, was announced. 

Conservative View. While these measures may bring relief to a number of 
people, taken together they wit have little real impact on the problem. 
The help for the disabled shod(' be measured against the fact that 79,825 
disabled people were registered as unemployed in January 1977. This 
represents 14-7 per cent of thoie registered for employment, an appalling 
total that can only be marginally affected by the new scheme. 

No estimate is yet available of the number of jobs that will be created 
by the inner city programme. But building employers estimate that the 
extra money represents about ialf a week's work. It will certainly not be 
anything like enough to compeisate for the loss of 40,000 jobs in construc-
tion and 25,000 in related trades which the Government estimates was 
caused by their December expenditure cuts. 

As Sir Keith Joseph, Shadow Industry spokesman, stated in the Budget 
debate: "For every job visibly saved by the Government's measures, there 
is a portion of a job—sometimes quite a large portion—that is invisibly 
lost somewhere in the economy" (Hansard, 31st March 1977, Col. 614). 
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7. THE MOTORIST 
The Budget increases will add substantially to transport costs, and in 
particular to the cost of motoring. Excise duty on fuel was increased by 
5p to 35p a gallon—automatically increasing VAT by a further p—while 
vehicle excise duty was increased for cars from £40 to £50, and for goods 
vehicles by between 25 and 40 per cent. 

The average tax levied on a gallon of petrol is now only just under 45p, 
i.e., an increase of 100 per cent from February 1974 levels: vehicle excise 
duty has also been increased by 100 per cent under Labour. 

Mr Healey's Excuses. In his Budget speech, the Chancellor proffered two 
explanations for these increases: the need to save energy, and "reasons 
of transport policy". There is no evidence that these increases will lead to 
any significant energy savings. The fact that road transport is not a prom-
ising area for energy saving was indeed amply demonstrated in a Memoran-
dum from the Department of the Environment to the 1974/75 Select 
Committee on Science and Technology: 

"Without drastic interference in consumer choice—for example by 
petrol rationing, or by seeking to double car occupancy without increas-
ing total passenger mileage—no single measure applicable in the transport 
field, even in the long term and to the fullest conceivable extent could 
save more than about 2 per cent of total primary energy and most would 
save much less" (1-I.C. 487, 155 i-xiv, p. 215/6). 

As for the reference to transport policy, in view of Labour's previous 
record there are two possible interpretations: the desires (a) to drive 
freight from road to rail, and (b) to discourage private motoring by making 
it more expensive. With regard to the first of these, the Government's Con-
sultation Document on Transport (April 1976) dismissed the notion of any 
large-scale transfer of freight from road to rail as a "pipe-dream". 

Private Motoring. 80 per cent of passenger journeys in this country are 
by car: 55 per cent of all families, and 70 per cent of those living in rural 
areas, now own cars—and most of the rest would like to. The burden 
will fall on people in all walks of life. Increases in the costs of motoring 
will of course be felt particularly heavily in rural areas where public 
transport services are in many cases deficient or non-existent. 

The increase in petrol tax would have been defeated when it was voted 
on at the end of the Budget debate on 4th April, had not the Liberals 
backed down on their original intention to vote against it. The first practical 
test of the Liberal-Labour pact found the Liberal Party split and unable to 
exercise the influence over Government policy for which only two weeks 
before they had made extravagant claims. 

8. RETIRED PEOPLE 
Among retired people and those approaching retirement, first impressions 
of the 1977 Budget may have been quite favourable. General reliefs in 
personal taxation were accompanied by rises both in the ceiling for retire- 

ment annuity premiums and ir the threshold for investment income sur-
charge. 

However, when these reliefs are viewed in their inflationary context 
they become much less impressive. 

As shown on page 128, the increases in income tax age allowances were 
substantially less than the rate of inflation during the preceding twelve 
months. Between the 1976 and 1977 Budgets prices rose by more than 15 
per cent. The age allowances rose by 7 per cent for single people and by 
9 per cent for married couples. .n real terms, retired people have therefore 
been paying tax on a steadily ircreasing proportion of their incomes. The 
point at which age allowance starts to be phased out, i.e., £3,250, has not 
been raised at all in this Budget. 

The increase from £2,250 to 13,000 in the ceiling for tax relief on retire-
ment annuity premiums paid Ds,  the self-employed represents a useful 
advance and brings the figure into line with 1973 in real terms. 

The £500 rise in the threshold for investment income surcharge only 
restores the level to what it was in 1973 in money terms. Inflation has 
moved the general price level up by over 90 per cent since 1973, so a 
starting point of nearly £4,000 is required to restore the theshold to its 
original value in real terms. It tas a long way to go. 

Retired people will meanwhi.e suffer heavily from the increased taxes 
on motoring (see p 134) and from the higher charges of the nationalised 
industries. 

The financial picture for retired people will only be complete when the 
new social security benefits, due to take effect from November, arc 
announced in a few weeks' time. It is fairly certain that they will reveal a 
sharp worsening in the impact of direct taxation on retirement pensions. 
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9. CENTRAL GOVERNMENT TAXATION 

1964-5 	1971-2 	1972-3 	1973-4 	)974-5 	1975-6 	1976-7. 	1977-8' 
(forecast) 

	

Cm 	 Cm 	 Cm 	 Cm 	 Cm 	 Cm 	 Cm 	 Cm 

Income Tax 	 3,088 	6.432 	6,478 	7,058 	10,237 	15.040 	17.030 	18.065 

Surtax 	 184 	 348 	 350 	 305 	 186 	 109 	 63 	 30 

Profits Text 	 423 	 2 	 - 	 - 	 _ 	 - 	 - 	 _ 

Corporation Tax 	 - 	1,554 	1,525 	2,245 	2,850 	1,996 	2,650 	2,560 

Petroleum Revenue Tax 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 5 

Capital Gains Tax 	 - 	 155 	 210 	 320 	 381 	 387 	 320 	 330 

Development Land Tax 	 - 	 - 	 - 	 - 	 - 	 - 	 1 	 5 

Death Duties (Estate Duties) 	 297 	 451 	 460 	 405 	 339 	 212 	 124 	 70 

Capital Transfer Tax 	 - 	 - 	 - 	 - 	 - 	 118 	 260 	 320 

Stamp Duties 	 80 	 166 	 225 	 190 	 197 	 281 	 272 	 320 

Other 	 0 	 2 	 2 	 2 	 1 	 - 	 - 	 - 

Inland Revenue 	 4,072 	9.110 	9,250 	10,525 	14,191 	18,143 	20,720 	21,705 

Value Added Tax 	 - 	 _ 	 - 	1.425 	2,497 	3,455 	3.750 	4,250 

Purchase Tax 	 883 	1,430 	1,390 	 380 	 _ 	 - 	 - 	 - 

Oil 	 674 	1,443 	1,545 	1,580 	1,549 	1,542 	2,060 	2,550 

Tobacco 	 984 	1,125 	1,180 	1.065 	1,337 	1,679 	1,885 	2,150 

Spirits, beer and wine 	 575 	 999 	1,070 	 945 	1,133 	1,563 	1,955 	2,050 

Betting and gaming 	 32 	 156 	 170 	 186 	 238 	 265 	 285 	 315 

Car Tax 	 - 	 - 	 - 	 100 	 122 	 180 	 225 	 250 

Other 	 274 	 180 	 370 	 469 	 531 	 568 	 740 	 835 

Total Customs and Excise 	 3.172 	5,333 	5,725 	6,150 	7,407 	9,252 	10,900 	12,400 

Vehicle Duties 
SET (net) 
National Insurance Surcharge 

187 473 	 486 	 535 	 532 
342 	 224 	 112 	 1 

781 	 850 	1,068 

1,159 

   

Total Taxation 7,431 	15,259: 	15,685: 	17,260: 	22,1322 	28.176 	32.470 	36.332 

Provisional 
tIncluding special tax on profits. 
tOverall total includes net figure for SET. 
'After Budget changes, including those conditional on agreement being reached on pay restraint. 
Sources: Inland Revenue Statistics 1975, Customs and Excise Reports, Financial Statement and Budget Reports, 1973-4, 1974-5, 1975-6, 1976-7 and 1977-8. 
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Chapter 4 

THE GRUNW1CK AFFAIR 

EVEN before the end of Phase 2, the strike record in 1977 was bad, after 
two good years. More than a million days were lost in March ahne. The 
car industry was, as usual, particularly hard hit, both by strikes of its own 
workers and by stoppages in ancillary industries, notably electrical com-
ponent manufacture in July and August, most of them reactions to pay 
restraint or demands by skilled groups like toolroom workers for special 
treatment or separate negotiation. Such a demand also led to a damaging 
strike of aircraft maintenance engineers, and at the peak of holiday move-
ment in August air traffic was disrupted by a go-slow and subsequent 
strike by assistant air traffic controllers demanding payment of ar, increase 
of pay negotiated in 1975 but frozen by Phases 1 and 2 of the pay policy. 
Port Talbot steelworks were brought to a halt for ten weeks in April-June 
by a strike of 520 electricians. Strikes by power workers, lift engineers and 
firemen, among others, directly hit the public in the autumn. The total 
of working days lost through industrial action in 1977 was S,985,000, 
far from a record but much higher than in the previous two years. 

The most extraordinary industrial dispute of the year, however, 
occurred in a small company in a far from essential industry, the north 
London firm of Grunwick, processors of films. It began on 23 August 
1076, when a number of workers walked out, to be joined by o:hers to a 
total of about one-fifth of the work-force. The strike was essentially for the 
right to be represented by a union in negotiation with management, none 
of the workers having hitherto been members of a union. The xrajority of 
the Grunwick workers were Indian and Pakistani immigrants, mostly 
women. The strikers found a willing union in the Association of Pro-
fessional, Executive, Clerical and Computer Staff (APEX). The company 
was advised that if it wished to avoid the risk of compulsory reinstatement 
of some of the strikers it must dismiss all of them, which it did. Shortly 
afterwards APEX successfully sought to enlist the support of the trade 
union movement generally in a contest which it evidently could not win 
on its own, for the factory continued operating with a workforce who 
showed no signs of wanting to strike or join a union. 

The dispute reached the status of a national cause célèbre in two ways. 

First, at the instance of APEX, postal workers began early in 1977 to 
'black' Grunwick mail, contrary to a legal decision (later overturned by 
the House of Lords) in the case of Gouriet v Union of Postal Workers, 
which concerned an attempted 'blacking' of' mail for South Africa (see 
Pt. XIII, Ch. 2, Law in the UK). This interference with the mail was not 
officially supported by the UPW, and eventually ceased, after various 

THE GRUNWICK AFFAIR 

vicissitudes, including the suspension of some recalcitrant postal so rt 

Secondly, in June members of other unions from different parts of the 
country took part in a sequence of mass pickets of the Grunwick factory. 
(Three Government Ministers had appeared at different times on the 
picket lines.) These were met by large forces of police endeavouring to 
protect workers entering and leaving the factory, subject to the pickets' 
right of peaceful persuasion, and inevitably led to violence: on 14 June 
there were 84 arrests and on 23 June, when 2,500 picketers appeared and 
a policeman was severely injured, there were 53, including Mr Scargill, the 
militant leader of the Yorkshire miners, who was later cleared. 

The mediation of the Advisory Conciliation and Arbitration Service 
(ACAS) was offered but rejected by the company. However, APEX 
exercised its statutory right to have ACAS determine the issue of recogni-
tion of a union for purposes of collective bargaining, a determination not 
binding in law. ACAS, having polled the dismissed strikers but not the 
workers presently employed, particulars of whom the company refused 
its request to supply, recommended recognition. The Grunwick manage-
ment sought a declaratiqa that the finding was invalid, was rebuffed 
in the High Court (Lord Widgery, Lc..i) but succeeded in the Court 
of Appeal, where Lord Denning, MR, described ACAS's partial poll as a 
'fatal mistake'. ACAS appealed to the House of Lords (see Pt. XIV, Ch. 2). 

The next stage was the Government's appointment of a Court of 
Inquiry consisting of Mr Justice Scarman (later elevated to Lord Justice), 
a trade unionist and the chief industrial relations executive of British 
Leyland. Its report was published on 26 August. After reviewing the history 

of the dispute and rapping both parties on the knuckles for heightening 
the confrontation, it recommended that the strikers be reinstated or, if no 
vacancies existed, be financially compensated, and that the company give 
effect to its own declaration of willingness to allow any worker with a 
grievance to be represented by a union to which he or she belonged. The 
key question of union recognition for collective bargaining purposes was 
left to be settled after the House of Lords decision in the ACAS case. 

Since this little local dispute had taken the shape of a contest of general 
principle, the most important part of the Scarman report was its reflections 
on the clash of rights and freedoms claimed respectively by the contestants. 
Those, it said, with which the company's stance was associated were the 
right to conduct a legitimate business within the law as one judged best, 
the freedom to refuse to join a union and the right to free choice of 
employment. Those with which the union's stance was associated were the 
right to join a union, the freedom of peaceful assembly (picketing) and the 
right to just and favourable conditions of work. All these rights and 
freedoms on both sides, the report observed, were enshrined in the 
European Convention of Human Rights, the Universal Declaration of 
Human Rights or the European Social Charter. The report continued'  
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All rights and freedoms for which each side contends are recognized by English law, but 
failing agreement their adjustment to each other is to be sought by the processes of 
conciliation and arbitration under the guidance of ACAS. The sanctions of the law 
(such as they are) are indirect and are not those associated with the execution or enforce-
ment of a judgment delivered by a court of law. 

In short, the Scarman inquiry passed the dispute back to the contestants 
and ACAS, with certain recommendations having no legal force. 

The union, APEX, accepted the report and offered to negotiate in a 
conciliatory way on its implementation, promising in particular not to 
seek a closed shop. The Grunwick management, however, in the person 
of Mr George Ward, managing director, flatly rejected the recorrmenda-
tions on reinstatement or compensation for the strikers, on the 3rounds 
that no vacancies existed and that the loyal work-force would refuse to 
work alongside those who had been harassing their lives and threatening 
their jobs for the past year. Mr Ward went further, denouncing Cie court 
of inquiry as having been established for a political purpose anc having 
reached conclusions unrelated to its findings of fact, which he claimed 
wholly substantiated Grunwick's case. The philosophy behind the report, 

deClared Mr Ward, 

is the philosophy of the corporate state.... The report makes constant references to 
Grunwick's scrupulous observance of the law and praises the company for this 	But the 

prake is qualified 	Grunwick is held to have behaved according to the 'letter of the 
law', but somehow to have fallen short of apprehending the niceties of 'the po:icy of the 
law' as the Government and powerful 'Vested interests would wish that policy •o be. But 
when this 'policy of the law' is examined, it turns out to have nothing to do with law 
of any description and everything to do with conciliating trade unions 	 Perhaps 

Britain would be happier if the individual had less freedom, though Grunwick does not 
think so. But it is a matter for the British people as a whole through their representatives 
in Parliament and not for courts of ioquiry. So long as an area of freedom exists, a good 

citizen has every right to enjoy it. 

Thus a dispute over a few workers in a small factory was elevated to a 
controversy on fundamental political, constitutional and social issues. 

The politicians were not slow to engage in it. Mr Booth, Secretary for 
Employment, vehemently denied that the Scarman inquiry was biased 
towards cAectivism or was in any way political. Sir Keith Joseph, 
Opposition spokesman on industry, speaking on 1 September, criticized 
the Scarman report as either naive or slipshod in important respects. Mr 
James Prior, however, Opposition spokesman on employment, claiming 
to speak with the voice of the Shadow Cabinet and Mrs Thatcher, who 

was abroad, defended the Scarman inquiry and called for mediation. 
Later Sir Keith palliated this conflict of views as a difference of eenphasis, 
his being on a point of principle, Mr Prior's being on pragmatic concerns; 
in particular, he agreed (as did Mrs Thatcher) with Mr Prior's leiew that 
experience had shown it was impossible to ban the closed shop by law. 

The reconciliation was reinforced by the publication, before The Tory 
party conference (see p. 13), of an official Conservative pamphlet called 
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The Right Approach to the Economy, to which both Sir Keith and Mr Prime 
appended their names. It argued that a legal ban on closed shops could be 
not only ineffective but even harmful, but that closed shops must be 
subject to certain conditions, including a secret ballot of all yr rkers, no 
enforcement against workers already employed, and exemption for 
individuals with strong convictions against joining a union, with a right 
of legal appeal. This compromise policy was adopted by the conference 
with scarcely any dissent. 

The Grunwick strike—which was not itself about the closed shop—
meanwhile continued. The APEX leadership eschewed any further 
invitation to mass picketing, but called on the whole trade union move-
ment for support; and on 6 September the Trades Union Congress in 
Blackpool carried unanimously, though evidently with little enthusiasm, 
a motion admonishing all affiliated unions to continue and intensify 
financial and practical aid, and inviting the International Confederation 
of Free Trade Unions to help in stopping Grunwick's overseas business. 
The local strike committee, against the wish of APEX, went on with plans 
for mass picketing, and even attempted in mid-October to cut off Grun-
wick's water by vainly trying to persuade repair workers not to make good 
an interrupted supply. The mass picketing inevitably led to more violence, 
notably on 7 November when 42 police and scores of demonstrators from 
a crowd of 4,000 or more were injured and 113 people were arrested. At 
the end of November it was reported that the strike committee had voted 
against seeking any more mass pickets. Their case was not helped by a 
finding of the Central Arbitration Committee on 12 December that pay 
and conditions at Grunwick were not, as alleged by APEX, lower than 
those of similar workers elsewhere; but the strikers retorted that sub-
stantial improvements in the past yea' had been the result of their action. 

A further blow fell on them when the unanimous judgment of five Law 
Lords was published on 14 December. While sympathizing with the 
dilemma of ACAS, the House unanimously upheld the Court of Appeal. 
Grunwick, said Lord Diplock, had done nothing unlawful. An employer 
was under no obligation to cooperate with ACAS in its consultations or 
inquiries in a recognition issue. 

As the year ended, the strike was still in force, but mass picketing had 
ceased, the company continued in full operation, and the affair had ceased 
to agitate the general public. 



• 	KEY POINTS FROM THE 'TIMES' - TEN YEARS AGO
* 

MARCH 1977 

March 1st 	'Leyland is in danger of bleeding to death, Minister says'  

March 2nd 'Mr Rees meets police on pay as call for right to strike  
grows'  

 

In pursuit of their pay claim police officers were pushing 
for the right to strike. 	Of the 43 Force Areas, 12 
were balloted and 12 said 'yes' to strikes over low pay. 

March 3rd 	'No more State cash for Leyland unless strikes end'  

National Enterprise Board tells the Government no more 
funds for BL unless strikes end. Deadline set for 
improvement in firm's economic position or money to be 
turned off. 

BL Shop Stewards' Chairman, Derek Robinson, said: 'We shall 
not be accepting threats from the Government...' and 
added that the only thing stopping the unions working out 
a rational wage structure was Government pay policy. 

March 4th, 
5th, 7th, 
8th, 9th 
10th 

No copies of The Times published due to dispute with 
NATSOPA over refusal to work normally. 

March 11th 	'British Leyland tool-room workers reject formula for a  
return to work'  

Strike Committee rejects peace formula worked out by 
national leadership. 

March 12th 	'Mr Steel states Liberal terms for keeping Labour  
Government in Office'  

First hints of Lib-Lab Pact. 

March 14th 	Tax cuts alone unacceptable. 

NUPE tells Healey that in addition to tax cuts restoration 
of £1,348 million public expenditure cuts also required 
in return for 3rd term of pay restraint. 

March 15th 	Inflation (worked out on 3 month annualised figure) 
21.8 per cent, over previous 12 months average 16.6 per cent. 

Leyland weekly losses between £10 million and £15 million. 

March 16th 	Rebel BL tool-room workers leader defied a union/management/ 
Government backed ultimatum to return to work. 

* Headlines in bold 
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MAI16 16th 
(cont'd) 

'Police Federation boycotts talks on pay increase'  

Federation representatives boycotted Police Council 
talks on pay over Government refusal of their pay 
claim on social contract grounds. 

	

March 18th 	'MPs say armed forces have been reduced to danger level'  

	

March 19th 	Mr Healey says: 'I do believe income tax is too high and 
I would like to be able to reduce it'. 

Motion of no confidence tabled by Conservative Party. 

	

March 21st 	'Government considers deals with Liberals and Unionists  
of means to avoid election'  

'Economists call for £3,000 million tax relief'  

'MPs note anger over increasing burden'  of personal 
taxation. 

Rising calls for income tax cuts. 

	

March 22nd 
	

Callaghan involved in frantic negotiations to avoid 
an Election. 

	

March 23rd 
	

Lib-Lab Pact begins. 

	

[March 29th 
	

Mr Healey's Tenth Budget] 



Lib-Lab Pact 

410
The Lib-Lab Pact was signed on 23rd March 1977 and finished on 4th 
August 1978. 

Nationalisation  

Aircraft and Shipbuilding Industries Act, completing the nationalisation 
of the aircraft, aviation, shipbuilding, ship repairing and marine 
engineering industries, came into force on 1st July 1977. A General 
Election in March 1977 would have stopped this process : the Lib-
Lab Pact allowed them time to become law. 

National Health Service 

The National Health Service Capital Expenditure Budget was cut by 
£100 million during 1977-8, from a level of £472 million in 1976-7 
to £370 million (Sourc0 Cmmd 7049, February 1977). 

Education  

Education spending fell in real terms in each of the three years 
after 1976-7 so that less was being spent on education in 1979 than 
in 1973 (Source Cmmd 6721, February 1977). 

Training : Cuts in teacher training were so deep that Mrs Shirley 
Williams, Education Secretary, was herself forced to admit that 
they were 'drastic' (Daily Telegraph, 14th April 1977). 

Defence  

Between 1977-9 planned defence expenditure was cut by £2,512 billion 
at constant 1977 prices (Source : Hansard, 17th February 1978, Cols 
431-432). 

In September 1977 the Lib-Lab Government earned a serious rebuke 
from Dr Luns, NATO's Secretary General, about the cumulative 
effects of the defence cuts. 

Economy  

29th March 1977 - Mr Healey's Tenth Budget  

Mr Healey's tenth budget in three years. Made an attempt to reduce 
income tax from 35 per cent to 33 per cent - although the reduction 
depended on when a satisfactory agreement on the next pay round 
being reached. 

.... Details of the Budget Proposals are attached (Politics Today, 18th 
April 1977). 

Average inflation rate during 1977 : 16 per cent. 

Trade Unions  

Number of working days lost through strikes in 1977 : 10,142,000 

During the Lib-Lab Pact the Liberals made no effort to get Labour 
to reverse the 1976 Trade Union Act which strengthened the Closed 
Shop. 

The Grunwick dispute which had started in August 1976 was still 
raging in the Summer of 1977. On 14th June there were 84 arrests 

.... on the picket line (Annual Report 1977). 



BRIEFING ON TORQUAY FOR CENTRAL COUNCIL MEETING 

FRIDAY 20th, SATURDAY 21st MARCH 1987 

INTRODUCTION 

Torquay (population 226,800) is the centre of the Torbay 
conurbation - main activities in the Torbay Travel to Work 
Area (TTWA) are hotels and catering; retailing; public 
administration and defence, medical and others services. 
Torbay is a designated tourism development action point. 
The local council is Conservative controlled. 

POLITICAL 

Local MPs: Patrick Nicholls - Teignbridge - majority 8,218 
Sir Frederic Bennett - Torbay - majority 6,555 
Anthony Steen - South Hams - majority 12,401 

Devon County Council 
Con 37 - Lib 23 - SDP 13 - Lab 10 - Indep 2 

Since the County Council elections in May 1985 the 
Alliance and Labour have formed a coalition, having 
Chairmanship of all committees of the council. 

Torbay District Council 
Con 28 - Alliance 7 - Indep 1 

The Conservative group under Mr Tony Key has control 
of Torbay Council. A by-election, caused by the 
resignation due to ill health of a Conservative councillor, 
will Lake place on 2 April. Mr Peter Effer will fight the 
seat for the Conservatives, campaigning on the excellent record 
of the private sector in helping develop the town's amenities. 

3. EMPLOYMENT AND TRAINING KEY POINTS (JANUARY 1987) TORBAY TTWA 

total unemployed 8,365 rate 18.5% (compares with national 
rate of 13.4%) 

unfilled vacancies 230 : 3% down on previous year. 

placings : April 1986 - January 1987 5064 (a 7% increase 
on previous year) 
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Job Release Scheme; 76 people currently benefiting 

Young Workers Scheme; 13 people currently benefiting 

New Workers Scheme; 1609 people currently benefiting (Devon 
and Cornwall) 

Restart (Devon) - 7527 inLerviews given - 91% offered training 
or a job. 

YTS; 254 currently on training schemes in Torbay local 
authority district 

Adult training : 223 planned starts (1986-7) represents a 
140% increase on 1985/6. 

Enterprise Allowance Scheme - 1,624 currently benefitting 
in Devon (3,582 entrants since 1983). 

Since May 1979 Government assistance of £1.1 million has 
been committed to regional aid schemes and has helped create 
400 new jobs (Torbay TTWA) 

4. HEALTH - TORBAY DISTRICT HEALTH COUNCIL 

PATIENT CARE 

Year 	In-patient 
	

% change over 
	

Out-patient 	% change over 
end 	patient 
	 previous year 	attendances 	previous year 

Sept 	cases 

1982 
	

25,721 
	

0.0 
	

138,884 
	

O.0 
1983 
	

26,610 
	

3.5 
	

140,135 
	

O.9 
1984 
	

28,812 
	

8.3 
	

140,766 
	

0.5 
1985 
	

29,812 
	

3.5 
	

148,940 
	

5.8 

% CHANGE FROM 1982 to 1985 	15.9 	 7.2 

MANPOWER 

At Sept 
	

All staff 	% change over 
30th 
	 previous year 

1982 	 2,812 	 0 
1983 	 2,922 	 3.9 
1984 	 2,922 	 0 
1985 	 3,081 	 5.4 

% CHANGE FROM 1982 TO 1985 	9.6 



HEALTH SERVICE FINANCE 

Year 	Gross revenue 	% change over 
expenditure 	previous year 

(in cash terms) 	(in real terms) 

1982/83 	25,464 	 0 
1983/84 	28,273 	 6.3 
1984/85 	31,008 	 5.2 
1985/86 	35,258 	 7.3 

5. LOCAL AMENITIES 

the Torquay Marina is a proven success attracting thousands of 
tourists annually. The associated Pavilion complex is being 
redeveloped and a new car park constructed - both are 
expected to be opened at Easter. 

The English Riviera Leisure, Conference and Exhibition 
Centre will open on the 1st May. It is expected to create 
120 jobs and will provide restaurants and sports and 
conference facilities. It is estimated that the project 
has already attracted £22 million in advance hotel bookings 
for the whole of Torbay. 

The redevelopment of the Fleet Street and Swan Street 
shopping area into a £25 million shopping complex is now 
at least two years behind schedule. The original 
developers, John Laing, dropped out because of financial 
difficulties. The delay has left many shops empty and 
boarded up angering local people. The council has now 
chosen a new company, Rosehaugh, to complete the project. 

3 
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• FROM: ROBERT CULPIN 
DATE: 20 MARCH 1987 

CHANCELLOR 

HATTERSLEY'S CANCELLED LUNCH 

These are the Jenkins/Waugh pieces I mentioned. 

ROBERT CULP1N 



THE TREASON 
OF THE HACKS 

Peter Jenkins on the 
silence of Fleet Street over 

the boycott of Wapping 

NOW that I have resigned from the Sun-
day Times, and am about to join the 
Independent, I feel more able to say 
something about the recent dispute. There 
was nothing to prevent me from doing so 
before, as my contract of employment with 
Rupert Murdoch gave me a total editorial 
freedom within the confines of my weekly 
column. However, I chose to say nothing 
because I judged that nothing said from the 
well-known barbed wire of Wapping would 
carry much conviction outside. I did not 
wish to be suspected of special pleading. 

My leaving the Sunday Times coincides 
with the ending of the dispute and, last 
week, with the lifting by the Labour Party 
of its ban on journalists employed by the 
Murdoch newspapers. This embargo was 
imposed at the instigation of Neil Kinnock 
himself and it meant that, officially at least, 
the Murdoch papers were to receive no 
handouts of any kind, policy statements or 
the texts of speeches; were to be excluded 
from all press conferences, including Kin-
nock's weekly Lobby briefing; and shun-
ned in every way by Labour politicians and 
officials. The TUC imposed a similar ban. 

The grounds for this anathema were, to 
my knowledge, at no time clearly stated. 
Were journalists who worked for the four 
papers to be declared persona non grata 
because of Labour's abhorrence of the 
papers they worked for and of the way in 
which Murdoch had made his short march 
to Wapping? Or were they being blacked 
as members of the National Union of 
Journalists who had ignored their union's 
instruction to strike in support of the 
striking, and subsequently sacked, prin-
ters? It was as well, perhaps, that the 
National Executive Committee of the 
Labour Party did not make its reasoning 
explicit. Most of the journalists who moved 
to Wapping were members of the NUJ but 
by no means all of them. In any case, it is 
far from clear — and may soon be tested in 
the courts — that the NUJ was acting 
properly within its own rules in instructing 
the chapels at the four papers to carry out 
its centrally determined will or whether it 
should have allowed the decision to them. 
What is more clear, indeed almost certain, 
is that the NUJ was acting illegally in 

ordering its members to withdraw their 
labour without a ballot, which is required 
under the 1984 Trade Union Act. 

If the Murdoch journalists, including 
myself, were being blackballed by the 
Labour Party because we were 'scabs' then 
the Labour Party was making itself accom-
plice to the unlawful acts of a trade union 
against its own members. Moreover, as 
Neil Kinnock must have known well, the 
NUJ is a union under the kind of left-wing 
mismanagement which can be only an 
electoral embarrassment to him. Even if 
this were not so, there is surely a question 
about the propriety of a political party 
involving itself in an industrial dispute in a 
manner which raises questions about the 
freedom of the press. If, on the other hand, 
the Labour Party was engaging merely in 
arbitrary political discrimination — picking 
and choosing which sections of the media it 
would deal or not deal with — then that, it 
seems to me, sets a scarcely less ominous 
precedent for the freedom of the press as a 
whole. The ban of the Murdoch papers 
from Labour-controlled public libraries, 
against which not a finger of liberty was 

rA 1' in/0 r 11 

'Look here, will you stop saying, "You're a 
man after may own heart." ' 

raised, was another omen. 
Not surprisingly, Kinnock's ban was 

operated with almost total hypocrisy and 
cynicism. Handouts were handed out 
under the counter and — as the Labour 
Party must have calculated — other jour-
nalists, sometimes for money, fed informa-
tion to the Murdoch papers. When the 
Fulham by-election was called, the embar-
go was lifted for the duration. Telephone 
calls were made to the forbidden newspap-
ers when party interest seemed stronger 
than principle — by Robin Cook, for 
example, then Kinnock's campaign co-
ordinator, However, when it suited Kin-
nock to be spared the unfriendly attentions 
of the Sunday Times — for example, on his 
ill-starred visit to America — the ban was 
righteously enforced. 

It had been left to MPs to decide 
whether or not they would operate it 
themselves (otherwise there might have 
been questions of privilege) and there was, 
or so I gather, a good deal of fraternising 
with the 'scabs' in the bars and corridors of 
the House of Commons. When this 'scab' 
ran into Neil Kinnock at the farewell 
dinner for Brian Walden given by London 
Weekend Television he was greeted in 
elaborately friendly fashion. Roy Hatters-
ley, on the other hand, cancelled a lunch 
with me. That ought to have been news: 
Hattersley Puts Party Before Lunch. 

I felt myself, as I have said, to have been 
in some difficulty in commenting upon 
these matters, both in their trivial aspects 
(lunch with Hattersley) and in what they 
suggested about the fitness of the Labour 
Party to form the government of this 
country. What I did not reckon with was 
quite how inhibited others would feel. 
Fleet Street has always found difficulty in 
covering Fleet Street. Dog, as we all know, 
doesn't eat dog; but today it seems that dog 
will not bark on dog's behalf. 

It's easy enough to understand why 
other newspaper managements, and their 
editors, should not be as eager to leap to 
Rupert Murdoch's support as they were, 
for example, to Ian MacGregor's during 
the coal strike, nor to champion the 
working journalists of Wapping as they had 
the working miners. Murdoch had stolen a 
forced march on them and left them 
standing competitively; at the same time 
Murdoch, by being prepared to drop the 
atom bomb, had won the war for all of 
them. The could feel aggrieved and self-
righteous at the same time — like Robert 
Maxwell who, richly, spoke of the 'British 
way' of doing things. 

So the other papers were happy enough 
to draw their readers' attention to the 
public disturbances outside the Wapping 
plant, and the cost of these in police time 
and to the taxpayer. They did less to 
ensure that their readers had grasped that 
the printers who were screaming 'scab' 
outside the gates at Wapping belonged to 
the same unions whose members (NGA) 
continued throughout the dispute to print 
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al thetive colour magazine over at 
I Watfand (Sogat) who were distributing 

the Murdoch papers throughout the coun-
try. We NUJ 'scabs' were a handful corn-
pared with Brenda Dean's 'scabs' and 
Tony Dubbins's 'scabs', and all the other 
'scabs', including Neil Kinnock's own 
'scabs'. Such is the character of the 
working-class struggle in Britain today. 

That, however, is not my complaint. It is 
against the treason of the hacks. I am not 
speaking of the industrial correspondents, 
who are always in genuine difficulty when 
they find themselves becoming class-war 
correspondents, nor the photographers 
who get their heads and cameras broken in 
the course of duty. I am talking about my 
fellow columnists and commentators who, 
apparently, saw no issue of general import-
ance involved in the unlawful intimidation 
of the NUJ or in the behaviour of the 
Labour Party or who, if they did, found no 
space or time to comment upon it. 

The most glaring illustration of what I 
mean is that provided by the case of David 
Selbourne, a don at Ruskin College, Ox-
ford, who wrote an article for the Times 
and, as a result, was shamefully persecuted 
by both students and fellow dons at a 
college where, it appears, the ethos of the 
picket line — even as exemplified by the 
London branches of the NGA and Sogat — 
takes precedence over the basic principles 
of academic freedom. This disgrace was 
brought to light by my former colleague at 
the Guardian, Hugo Young, in the most 
admirable fashion. Yet to the best of my 
knowledge not a word of protest was 
written by Hugo or anyone else — Pere-
grine Worsthorne, Alan Watkins, Ferdi-
nand Mount — about the Labour Party 
ban against their colleagues on four nation-
al newspapers, our exclusion from the 
Labour Party Conference last year, or the 
— still contintling — intimidation from the 
NUJ which makes Ruskin College seem an 
academy of liberty and tolerance. 

I cannot believe that, with any of the 
persons I have named, trade union solidar-
ity can have been the explanation for their 
silence. They know all about the NUJ and 
the truth about the printing unions of Fleet 
Street. Nor are they the sorts to prostrate 
themselves intellectually to the commercial 
interests of their proprietors who were 
locked in mortal competition with the 
Murdoch titles. Perhaps they saw nothing 
worthy of their political comment in Neil 
Kinnocles language of priorities which, it 
would seem, attaches more meaning to the 
support of two petty trade union leaders 
than to placing himself on the side of press 
freedom -- like Voltaire, even in hard 
cases. Perhaps they themselves saw no 
reason why the freedom of the press, of 

, which they are a part, should extend to the 
papers of Rupert Murdoch. Or, perhaps, 
they simply thought that all is fair in love 
and political journalism. I cannot say. It is 
a matter on which they must speak for 
themselves. 

Tim Heald reports 
on a solution to 
football violence 

RIOTING AND 
LUTON 

liberty', but it's a lot less unpleasant than 
being frisked by police or — worse still — 
the civilian gorillas the Rugby Football 
Union was employing at the last Twick-
enham international. 

Since the club introduced the scheme 
they have enrolled 30,000 members at a 
pound a time, mainly from their Beds, 
Bucks and Herts catchment area. They 
don't poach from their nearest rivals — 
Northampton and Watford — but they do 
have some members from further afield, 
notably the Sikh who wrote to say that 
Luton sounded like the only football 
ground where he wouldn't have to submit 
to racial abuse as soon as the 'fans' saw his 
turban. When they last ran a survey they 
found that 98 per cent of the members 
approve the scheme. 

Certainly the notably laid-back police 
superintendent I encountered in the 
ground had nothing but praise for it. 
Policing levels have been reduced four 
times and they are hoping to do so a fifth 
time before the season ends. At other 
League grounds you get a real sense of 
'them' and 'us' when you see the police 
lines drawn up. Not so in Luton. 

Part of the theatre of modern football is 
the duel between opposing 'choirs' at each 
end of the ground. It can sometimes 
produce moments of magic. It was marvel-
lous the other day to hear hundreds of 
Geordies belt out the Bladon Races as 
Newcastle United went into a brief lead 
against QPR — and bizarre to witness the 
'sick-as-a-parrot' silence from the home 
fans at the other end. 

There was none of that last Saturday at 
Kenilworth Road, although contrary to 
some national press reports there were a 
number of West Ham supporters in the 
main stand near me and my nine-year-old 
son. In other grounds the away supporters 
are caged behind bars. Children were 
sitting on the advertisement hoardings 
before kick-off. I even saw players signing 
autographs. People gave the impression of 
being there to watch football. As John 
Pope said earlier, 'There's nobody there to 
fight so they have to enjoy the game.' 
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JOHN Pope's shop has been in the Dunst- I There have, of course, been the predict- 
able bleats about 'infringement of personal able Road, Luton for more than half a 

century. Men's outfitters of a solid, sensi-
ble traditional kind — the sort of place 
you'd go for braces. In the old days, of a 
Saturday morning, Mr Pope senior would 
rub his hands and say to his son, 'It'll be a 
good day today. We've got a home game.' 
A decade or so ago that memory became a 
bad joke. If Luton town had a home match 
Mr Pope junior put up the metal grilles on 
the windows and locked the door. 'There 
was some sort of aggravation every time,' 
he says. 

Last Saturday Mr Pope was optimistical-
ly decking out a new spring window display 
featuring blossom on branches. It was the 
day of the Luton Town-West Ham soccer 
match and even two hours before kick-off a 
few fans were walking past the shop before 
turning up one of the dingy terraced roads 
opposite Kenilworth Road Ground. There 
had been police at St Pancras station, 
including two vans with dogs; a quartet at 
the ticket barrier at Luton and a couple of 
mounted officers in riot gear near the 
Dutchman, a Whitbread pub where the 
away supporters used to get tanked up 
before the last tew hundred yards' walk to 
the terraces. There were a few wandering 
couples of police around the ground itself 
but they seemed very relaxed. The green-
grocers all had fruit on display outside their 
shops. A small queue formed in Mario's 
Fish and Chip Restaurant. Desultory 
weekend conversation took place outside 
Malik and Bros Continental Food and 
Halal Meat. Mr Pope even had a basket 
full of hats on offer on the pavement. 
'Unthinkable till this year,' he says. 

The reason for the lifting of the Saturday 
siege round Kenilworth Road is wonderful-
ly simple. Since the beginning of this 
season Luton Town FC has introduced a 
membership scheme and banned away 
supporters. You can't get into the ground 
without pushing your plastic membership 
card into a machine at the turnstiles. If it's 
in order you get a green light and go 
through; if it's not a message flashes on to 
the screen of one of the Epson computers 
in the control room and the security people 
are immediately despatched to the gate. 
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ANOTHER VOICE 

Trials and tribulations 
of a Top Writer 

AUBERON WAUGH 

s any party fit to govern whose deputy 
leader refuses to have lunch with Mr Peter 
Jenkins? Why did other newspapers neg-
lect to report this frightening development 
in the Wapping dispute? One can scarcely 
believe they were ignorant of its constitu-
tional importance, or its implications for 
the freedom of the press. Among all the 
thousands of journalists who did not com-
ment on Roy Hattersley's historic decision, 
I single out four: Hugo Young, Peregrine 
Worsthorne, Alan Watkins and Ferdinand 
Mount. Are these treasonous hacks fit 
people to comment on public affairs at all? 
Are they fit to remain members of the 
human race? It is very much to be hoped 
that the Government will set up a court of 
inquiry, under some suitably independent 
and widely respected figure to investigate 
the behaviour of the press generally and 
these four journalists in particular in totally 
refusing to comment on Roy Hattersley's 
unconstitutional, illegal and contemptuous 
attitude with regard to a genuine lunch 
invitation from a bona fide journalist. 

I groaned when I heard that Peter 
Jenkins was joining the Independent. It has 
been such an intelligent, unpompous, un-
self-important newspaper up to now. Jenk-
ins is exactly what it does not want. Why 
on earth did he wish to leave the Sunday 
Times? 'My contract with Rupert Murdoch 
gave me a total editorial freedom within 
the confines of my weekly column,' he 
announced in last week's Spectator. No 
doubt that is true, but there is editorial 
freedom and editorial freedom. Give 
editorial freedom to a nightingale and you 
will get a song of summer in full-throated 
ease. Give it to a pig and you will get a 
grunt. Somewhere between the two, Jenk-
ins has never yet managed to surprise me 
with his use of this important privilege. 
One always knows exactly what he will say 
on any subject; one always knows his 
opinions will be boring and wrong. It is 
interesting to learn that his contract was 
with Rupert Murdoch personally, rather 
than with the Queen, or the editor, or the 
contracts department of the Sunday Times. 
But why, oh why has he chosen to end it, 
since he always writes the same high-
principled self-important tosh wherever he 
is? One never thought the Sunday Times 
could get worse than it was under Evans 
and Giles, but somehow it has achieved it 
(with the possible exception of the books 
page, which shows some slight improve- 

ment). Any diaspora of Sunday Times 
'talent' must be seen as the opening of a 
Pandora's box of poisonous fungi. Please, 
please stay in Wapping, Peter. 

Reading my February issue of the Jour-
nalist, the National Union of Journalists 
organ — its March issue does not appear to 
have arrived yet — I learn that despite the 
printing unions' having settled their dis-
pute with News International, the NUJ is 
still in dispute. The national executive has 
imposed fines of £1,000 on 93 News Inter-
national members found to have 'broken 
instructions' by working at Wapping. Peter 
Jenkins was not among them; in fact he 
was acquitted of this charge on 10 January. 
Should we praise him for his bravery or 
not? Underneath the account of these 
fines, there comes another item: 

In a separate case, two members accused of 
being involved in an operation to syndicate 
material by Wapping journalists, against an 
NEC instruction, were fined £1,000 and f.500 
by the NEC on 31 January. 

Polly Toynbee of the Guardian, who runs 
Top Writers, a syndication service, was 
found to have sent material by Peter Jenkins, 
of the Sunday Times to the Western Morning 
News in Plymouth. She was fined £1,000, 
Jenkins £500. 

Once again, I was interested to learn 
that Polly Toynbee, who writes fearless 
articles about rape in the Guardian, saying 
how dreadful it is, also runs a syndication 
service called Top Writers for her husband, 
Peter Jenkins. Neither Hugo Young, nor 
Peregrine Worsthorne, Alan Watkins nor 
Ferdinand Mount commented on this dis-
graceful interference in the freedom of the 
Press by the NUJ. 'My complaint', writes 
Jenkins, 'is against the treason of the hacks 
. . . I am talking about my fellow col-
umnists, and commentators, who 
apparently, saw no issue of general import-
ance involved in the unlawful intimidation 
of the NUJ or in the behaviour of the 
Labour Party or who, if they did, found no 
space or time to comment on it.' 

Brooding about the Labour Party's be-
haviour, I feel it was quite right to refuse to 
talk to News International journalists, and 
should extend the ban to all journalists, on 
all newspapers. Similarly, newspapers 
should refuse to talk to politicians. They 
are nothing but liars and gourmandisers. 
Political reporting should be confined to 
accounts of parliamentary speeches and 
election manifestoes, Green and White 
Papers and Bills, commentary on them and 

satirical parliamentary sketches. There is 
nothing to be gained by talking to the 
brutes. It encourages them to a lot of 
unnecessary activity, and infects the jour-
nalists concerned with their own self-
importance. If they wish to influence 
events, they should join their local Labour 
Party, enrol in the ascendant faction and 
start kissing lesbian babies, or doing what-
ever may be required to impress the 
constituency association. 

It is absurd to pretend that Labour's 
refusal to talk to various newspapers con-
stituted an 'ominous precedent for the 
freedom of the press as a whole'. Nobody 
has to talk to anybody — not even to Top 
Writers like Peter Jenkins — and it would 
be insufferable if they did. Genuine press 
freedom is more threatened by the journal-
ists themselves, who organise themselves 
into exclusive lobbies and promise to abide 
by rules of confidentiality. 

I agree that slightly different issues are 
raised by the refusal of Labour councils to 
stock certain newspapers of which they 
disapprove in their public libraries, but 
that is a problem which is inherent in our 
system of local democracy. Either councils 
should have the right to control what they 
buy for their libraries or they should not. 
So long as they do, it will serve voters right 
if they vote Labour in their local elections 
and then cannot find their favourite news-
paper, the Sun, in their local library. There 
is no earthly reason why Alan Watkins, 
Peregrine Worsthorne or anyone else 
should be concerned to rescue them from 
the consequences of their own stupidity. 

Finally, everybody agrees that the 
National Union of Journalists is a hopeless 
body, its activists drawn from the dregs of a 
a profession which has always had its quota 
of embittered radicals and incompetents. 
Unfortunately, better journalists simply do 
not have time to do anything about it. For 
my own part, I refused to send in the 
bankers' order raising its subscription to 
£140 a year and thought I had thereby 
cancelled my subscription, in protest 
against its support of the printers and its 
failure to stop Murdoch declaring Fortress 
Wapping dry. This last strikes me as a 
much worse threat to press freedom than 
the Labour Party's behaviour, but we have 
not heard a squeak about it from Jenkins. 
That is what I call treason, but perhaps the 
absurd Mr Jenkins saw no issue of general 
importance involved. 
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CONFIDENTIAL 

NOTE OF A MEETING 

IN THE CHANCELLOR'S ROOM, TREASURY 

AT 9.30 AM ON MONDAY 23 MARCH 

Present: 

Chief Secretary 
Financial Secretary 
Miss Sinclair 
Mr Cropper 
Mr Ross Goobey 
Mr Tyrie 
Mr Mace - IR 

LABOUR COSTINGS 

The meeting discussed the handling of the tax consequences of the 

£34 billion. The following points were agreed: 

We should focus on the income tax consequences. 	The 

VAT consequences should be held back for use if the 

Opposition claimed that the Government were planning 

to raise VAT themselves. 

We should not resile from the 56p income tax costing, 

but should change the line to say that Labour's proposals 

would 'more than double' the basic rate of income tax. 

It would not be in Labour's interest to challenge the 

56p and say that it should be 'only' 53p. If this point 

was raised, we should avoid going into the details but 

should simply say that we had made a very modest adjustment 

of 10 per cent for behavioural changes - which would 

in practice be much greater. 

ACS ALLAN 
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FROM: A LYONS 

DATE: 25 March 1987 

MR CULPIN 

HATTERSLEY'S CANCELLED LUNCH 

The Chancellor has seen and was most grateful for the two 

Spectator articles covered by your minute of 20 March. 

A LYONS 
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FROM: R M PERFECT 

Date: 27 March 1987 

cc: Chief Secretary 
Minister of State 
Sir P Middleton 
Mr F E R Butler 
Mr Cassell 
Mr Instone 
Mr Fellgett 
Mr Tyrie 

ARTICLE FROM THE LEICESTER MERCURY 13 MARCH 

You drew our attention to an article headlined "Labour finds 

loopholes to set new rates" - Mrs Ryding's minute of 16 March 

refers. We have discovered a bit more about the background 

to the story. 

The article reports the housing chairman of Leicester 

District Council as saying senior officers had found "legal 

loopholes" which enabled him to increase housing allocations 

from £12 million to £36 million. Department of the Environment's 

version is a little less dramatic. The following table 

summarises the position:- 

£ million 

Housing allocations 	 12 

Spending power from receipLs 	 13 

Deferred purchase 	 9 

Allocations transferred from other 
local authorities 
	

2 

Total spending 	 36 

Housing allocations  

Leicester asked for £52 million of housing allocations 

for 1987-88 but indicated they would scttle for £32 million. 

They were allocated £12 million (80 per cent of their 1985-

86 allocation). 

1 



410 Spending power from receipts  

411 
4. Leicester have £13 million spending power from receipts 

in 1987-88 and this accounts for most of the legal loophole 

Mr David Middleton claims his officers found. 

Deferred purchase scheme   

5. 	Department of the Environment report that Leicester have 

had a deferred purchase scheme in place for 1985-86, 1986- 

87 and 1987-88. We do not know how much longer the scheme 

lasts. This loophole was closed in July 1986 when the Government 

announced it would seek legislation banning future advance 

and deferred purchase schemes, though existing arrangements 

could be honoured. The necessary legislation is in the Local 

Government Bill now in the House. Leicester are likely to 

have to start paying for their deferred purchases in a year 

or two. The repayments will count as prescribed spending and 

so reduce the new capital programme they can afford in future 

years. 

Allocations transferred from other authorities  

6. Local authorities can transfer allocations between 

themselves, under Section 77 of the Local Government Planning 

and Land Act 1980. Oadby and Wigston Borough Council, North 

West Leicestershire District Council and South Bedfordshire 

have not used £1.65 million of their allocations in 1986-87 

and are willing to "lend" them to Leicestershire District 

Council. This spending power can be brought forward into 1987- 

88 by using tolerance (which allows a local authority to carry 

forward up to 10 per cent of their allocations). 

Manpower figures  

7. The article also reports the Conservative leader, 

Michael Johnson, as saying "staff recruitment is at an 

unprecedented level in loony departments". Loony spending 

2 



410 	tends to get reported as "other services" in the CIPFA figures 
411 which show that Leicester's spending per head on "other services" 

is very high. Indeed Leicester's spending per head on virtually 

all services is unusually high - even on rate collection. 

Spending per head in 1986-87 on: 

Leicester DC 

Blaby DC 

Non-metropolitan 
district councils 

Metropolitan district 
councils 

All authorities 

"other services" 
	

Rate collection 

	

28.21 
	

3.52 

	

3.62 
	

2.58 

	

7.87 	 2.79 

	

17.96 
	

3.43 

	

17.80 
	

3.37 

The joint manpower watch figures produced by Department of 

the Environment show that over the last year Leicester did 

shed 355 full time jobs but the number of part time employees 

rose by 92. 

Conclusion  

8. 	The detailed figures suggest Leicester is an inefficient 

local authority. The only loophole they have used was blocked 

on 22 July 1986 - though deferred purchase agreements entered 

into on or before that date can be honoured. 

R M PERFECT 
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PS/CHIEF SECRETARY cc Minister of State 
Sir P Middle On 
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Mr Perfect 
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"LABOUR FINDS LOOPHOLES TO SET NEW RATE" - 

LEICESTER MERCURY FRIDAY 13 MARCH 

The Chancellor has asked me to send to you a copy of the attached 

cutting from Friday's Leicester Mercury. 

CATHY RYDING 
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°Labour find 
loopholes to 
set new rate 

by Joe Murphy, Civics Reporter 
Creative accounting — in other words, exploiting legal loop- 

holes — was the name of the game as Leicester City Council 
passed Labour's 4.9 per cent rate rise. 

Labour pulled every 
trick in the book - and 
some new ones - to enable 
far more spending than the 
Government technically 
allows. 

Tories unveiled a plan which they said 
could expand services — but cut rates by 
14 in t.he £1. 

It would chop down City yet expenditure (not 
rates bills by £240 a year 	counting grants) could 
for the average household, increase by 5.7 per cent. 

"If you want to learn 
about creative accounting 
you should come to the 
professionals," said their 
Chief Whip, Mr. Peter 
Kimherlin, 

The 36p rate would be 
achieveeby taking more 
from reserves to qualify 
for maximum Govern-
ment grant - and then pay 
back the reserves while 
making a "profit". 

Accounting: 
'Come to the 
professionals' 

This had enabled him to 
multiply the housing bor-
rowing allocation from a 
"measly" £12 million to £36 
million. 

Comment - Page 26 

But Labour said it would 
not work. Mr. Graham 
Bett described it as a 
"travesty of budgeting". 

The price of City Coun-
cil services was less than 
a packet of cigarettes a 
week on average - • bar-
gain, said Mr. Bett. 

He slammed as 
"incompetent" the 
Environment Secretaru, 
Mr. Nicholas Ridley, and 
cited cases where 
Whitehall had got vital 
grant figures wrong. 

Developments 

Among major policy 
developments in In mil-
lion of spacial items 
were, he maid- 

£7,000 - for equip-
ment to monitor nuclear 
accidents such as Cher-
nobyl. 

£11,000 - Aids 
information campaign. 

12611,000 - Tower 
blocks security and 
mairrtenancs. 

Mr. Jehnson reminded 
members that City rates 
rose by SO per cent last 
year. 

Money was wasted on 
-loony" schemes he 
said: "Staff recruitment 
Is at an unprecedented 
hovel - not practical 
staff, such as refuse col-
lectors, but in loony 
departments.- 

Referring to creative 
accountancy, be said 
chief officers' time had 
been wasted through 
political interference. 

Mr. Gary Hunt, for the 
Alliance, said the budget 
deserved praise and 
criticism. 

But the rate rise - a 
total of $9 per cent over 
the last two years - was 
far too high. 

He called for a review 
of ell departments to cut 
waste and ensure value 
for money. 

Budget: 
Is it 
sensible 
or a 
waste? 

What 
the 
rise 
means 

The average city house-
holder will pay just 
under a penny a day extra 
for City Council services. 

Taking the County 
Council's 5 pet crn1 rise 
into account, the budget 
means his total rates bill 
will go up by 45.5 pence a 
week. 

The rise was from 45.5p 
to 47.75p in the .£1 - that 
is 4.9 per cent. 

It means the council's 
£152 million budget is 4 
per cent bigger than in 
the current year. 

'Triumph over 
adversity' 

The budget for capital 
spending was a triumph 
over adversity, said 
Labour leader Mr. Peter 
SouLsby - of his group's 
determination over a hos-
tile Government's restric• 
tions. 

He said the Government 
had cut deeply into the 
council's ability to spend 
on homes, recreation and 
the environment. 

Labour were deter-
mined to press ahead with 
an ambitious programme 
that would also create jobs. 

Tories condemned the 
practice but produced 
some "magic" of their own 
for a package to cut the 
rates, but increase spend-
ing. 

Their gesture was futile 
against the big Labour 
majority and the budget 
was 	steamrollered 
through by the jubilant 
controlling group. 

A new ploy was used to 
help boost next year's capi-
tal spending far beyond 
the Government-imposed 
restrictions. 

For the first time, the 
council "borrowed" capi-
tal allocations from other 

local authorities who have 
not used theirs. 

This totalled £1.65 mil-
lion and carne from Oadby 
and Wigston Borough 
Council, North West 
Leicestershire District 
Council and South Bed-
fordshire. 

Praise for the account-
ing skills of senior officers 
came from Labour's Mr. 
David Middleton, the hous-
ing chairman, who said 
they had -found legal loop-
holes". 

MR. MIDDLETON 

Sensible, Socialist, rational and practi-
cal — that was Labour finance chief Mr. 
Graham Bett's description of the budget. 

Wasteful, inefficient 
lectioneering, and 

incompetent was the 
scathing response from 
Conservative leader Mr. 
Michael Johnson. 
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CHIEF SECRETARY 

FROM: 	J M HALLIGAN 

DATE: 	31 March 1987 

cc Chancellor 
FST 
EST 
MST 
Sir P Middleton 
Mr F E R Butler 
Mr Anson 
Mr Kemp 
Mr Hawtin 
Mr Scholar 
Mr Turnbull 
Mr Pine 
Mr Fellgett 

LOCAL AUTHORITY MANUALS' PAY 

This note is to bring you up to date on developments. It does not 

require any action from Treasury Ministers. 

Background  

2. 	You will recall that as part of the 1985 pay settlement the 

employers and unions agreed to a joint review of the manuals pay 

structure. It was to comprise a job evaluation review which was 

to be the basis of a reformed grading structure. The original 

intention was for the job evaluation review to be completed in 

time for the 1986 negotiations. However, the two sides underestimated 

the amount of work involved and the job evaluation review has only 

just been completed. Meanwhile a normal pay settlement was reached 

in September 1986 worth 6.7 per cent, which Ministers publicly 

condemned as excessive. The employers ignored a Government suggestion 

to make a low offer pending the full-scale restructuring or to 

delay making any offer until the restructuring could take place. 

Job Evaluation Exercise  

3. The job evaluation study, which was a joint employer-union 

affair, has now been completed. It is fair to say that it is probably 



the most detailed study ever carried out in the UK. It incorporated 

the principle of equal pay for work of equal value, which is at 

the forefront of many negotiators minds, especially following the 

recent Pickstone case. (Department of Employment Ministers will 

be circulating a general paper on that subject shortly). 

	

4. 	From our point of view the study had two unwelcome aspects: 

Cost. If the revised rankings of jobs were to be 

adopted with the present grading structure and pay rates  

the manuals paybill would increase by 1.4 per cent. About 

two-thirds of that arises because of the upgrading of 

existing jobs (mainly those currently done predominantly 

by women). About one-third arises to protect the pay 

rates of workers currently doing jobs that will be 

downgraded. 

Loss of Flexibility. Following the grading changes 

the pay rates for at least 90 per cent of the 1 million 

manual workers will be set nationally. Previously 

individual authorities had some discretion to vary the 

point on the grading structure at which they placed 

different jobs depending on local recruitment/retention 

factors. Adopting the new grading structure will remove 

that discretion. ELACSAB report Lhdt this is what 

authorities want. They claim the national rate will be 

set at a level below which no authority would wish to 

pay and that individual authorities could then manipulate 

bonus schemes etc to reflect local labour market 

conditions.] 

Restructuring  

	

5. 	The job evaluation scheme was the first part of the exercise. 

The next is to translate the new grades into pay rates. One approach 

would be to simply apply the new grades to the present grading 

structure and associated pay rates and differentials. As noted 

above this would cost 1.4 per cent or about £50 million per year. 



6. Another approach which the authorities have in mind is to 

tie-up the job evaluation exercise into a general exercise to widen 

differentials. This would be more costly but, if introduced alongside 

reforms to improve productivity, could have managerial benefits 

that would offset the cost. 

7. The employers secretariat is cnrrently consulting individual 

authorities about the best way to proceed before a 2 day negotiating 

session with the unions planned for 7/8 April. The options they 

have consulted upon are as follows: 

Continue with the present pay rates and fit all 

jobs into that structure. Cost 1.4 per cent. 

Introduce wider differentials alongside new structure. 

Cost 4.12 per cent, if steps of 5 per cent between grades 

are introduced. 

Long term deal. A settlement from April/May 1987 

to September 1988, which would involve (ii) and something 

(say 4.96 per cent) 	for a general increase from 

September 1987. The paybill cost of this package would 

be 9.29 per cent or 7.7 per cent on an annualised basis. 

8. 	The consultation paper leans towards option (iii) because 

it believes that only this would allow the employers to make some 

changes in working practices and a more flexible working week that 

would obtain some productivity offsets. 

Assessment  

9. 	The manuals have done well in the last two years: 8.14 per 

cent in 1985, 6.7 per cent in 1986. A further increase now would 

be most unwelcome for public expenditure reasons (every 1 per cent 

costs £33 million) and because of the repercussive effect on the 

NHS ancillary grades. A long term deal might be worth trying if 

tied to genuine productivity savings but not at the kind of level 

that the employers seem to be envisaging. 



Further Action  

Mr Ridley will be meeting the employers side on Thursday to 

put forward the Government's concerns about cost and repercussions. 

He will try to persuade the employers to either stop at option (i), 

if they feel they must implement the job evaluation review, or 

to demonstrate that there really be productivity offsets if the 

approach of option (iii) is adopted. Our record of influencing 

these negotiations is poor and DOE officials do not expect the 

meeting to change anything. They have made preparations for Mr Ridley 

to isue a critical statement if the 7/8 April meeting produces 

an unacceptable result, making it clear that the Government will 

not finance the deal and encouraging individual authorities to 

think about whether they need implement it. 

We have considered whether there is anything more to be done 

and, in particular, whether you should join Mr Ridley on Thursday. 

However, we doubt whether it is worth your time. Mr Ridley can 

be relied upon to say the right things and the meeting will probably 

be a predictable exchange of both sides well-known views for the 

public record. This is necessary to preserve the Government's 

position on public expenditure and to leave the NHS unions in no 

doubt that the exercise will not be reproduced in the Health Service. 

But, we doubt whether you need spend time doing this. 

LG agree. 

t 	H cati" 	. 

J M HALLIGAN 
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FROM: A G TYRIE 
DATE: 31 MARCH 1987 

CHANCELLOR cc Chief Secretary 
Economic Secretary 
Financial Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 
Mr Hudson 
Ms O'Mara 

LABOUR'S "ELASTIC POVERTY PACKAGE" 

Hattersley's attempt to limit Labour's 'first year' commit-

ments seems to have failed. I think we should challenge 

Hattersley in the House on this at the next opportunity. 

Hattersley's line all along has been that the 'poverty 

package' would contain only three items: pensions, child 

benefit, long-term unemployment benefit, (for example, see 

his speech on 16 September 1986 to the BIM, attached). 

Meanwhile, Michael Meacher is suggesting that home 

insulation and the winter premium are also to be funded 

from the same £3.6 billion, taken from the top 5% of income 

earners, and Neil Kinnock on two occasions has said that 

the same money would provide help for the disabled. 

Labour cannot be allowed to get away with spending 

the same money three times. I have alerted John Major to 

the "elastic poverty package". 

(A- 

A G TYRIE 
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EXTRACT FROM SPEECH BY MR HATTERSLEY, BRITISH INSTITUTE OF 
0  MANAGEMENT OPEN DINING CLUB, TUESDAY, 16 SEPTEMBER 1986 

financed in a number of other ways - the increases in 

government income which flow from growth, the savings that 

will follow a reduction in unemployment, the transfer of 

resources from one programme to another and the encouragement 

of new forms of investment in government projects. I propose 

to discuss all of those alternatives. But first I want to be 

absolutely precise about the framework within which we must 

initially operate. 

First, we can and we will raise about £3.6 bn a year from 

taxation. That is the sum which has been provided in tax cuts 

for the most highly paid 5% individuals within the economy. I 

repeat that it is not our intention to reimpose all: of the 

taxes which have been abandoned or reduced. We will, for 
0 A 

example, remove allowances or taxes above the standard rate in 

preference to increasing the marginal rate. There is no 

shortage of alternatives. A tax partner at Price Waterhouse 

is now spending a summer sabbatical preparing options by which 

that total might be raised. That sum will be used for three 

specific and specified purposes: 

an increase in the level of state pension 

an increase in child benefit 

the establishment of long term unemployment benefit 

In short, the £3.6 bn is a discrete package and an independent 

exercise in redistribution. 



• 
Apart from that contribution from the most highly paid 5% 

individuals within the economy, I do not anticipate an 

increase in the overall level of taxation for the ordinary 

taxpayer. Of course, the pattern within the total may alter. 

During this year's budget debate we proposed an increase in 

borrowing of £6 bn - some of it to finance a cut in National 
__— 

Insurance Contributions, most of it to be used for public 

sector investment and services. That £6 bn figure was the 

product of a calculation of the borrowing total which would 

most benefit the economy. We will, of course, replace the 

meaningless and discredited Public Sector Borrowing 

Requirement with a public statement of the ratio of government 

debt to national income. At present the ratio is much lower 

in Britain than it is in some of our most successful 

competitors - Japan, Canada and Italy - and it would have 

remained so had borrowing been increased by the £6 bn which we 

proposed. The ratio which the extra borrowing would have 

produced is, approximately, the ratio I anticipate nominating 

for the Labour government. The figure which we specify will 

not be exceeded. 

Setting a firm financial framework requires the Labour Party 

to accept the necessity of accepting a rigorous pattern of 

priorities. The Party - and the trade unions - have accepted 

that necessity. There is a general understanding that parts 



1AJ 

of our programme will have to wait for the availability of 

necessary finance. And there is widespread agreement that we 

must not attempt what we cannot afford or promise what we 

cannot, prudently, carry out. The framework which I have set 

out will not be exceeded. 

That does not, of course, mean or imply that in the medium and 

longer term funds cannot be provided for extra expenditure. 

It does mean that it cannot be promised or provided until we 

know that the money is there. Apart from the anti-poverty and 

job creation programmes which we specify, there can be no 

promises for the "first year". Other spending programmes have 

to await the 

be available. It is worthwhile reminding ourselves of how 

they will be provided: 

Additional resources will come automatically from 

economic growth. Each 1% of growth provides an extra 

£1.5bn of Government revenue each year for distribution 

between tax cuts and public expenditure. The Government 

anticipated, at the time of their Budget, that there would 

be a cumulative fiscal adjustment of E9bn over the next 

three years. 

In addition, on the Government's own figures, there will 

be a cumulativetotal of £18.8 bn unallocated expenditure 

in the contingency reserves over the next three years. 

increased resources which we know are certain to 



MICHAEL MEACHER 
	 w rites 

At this time of year, uppermost in our minds must be the plight of 
those without sufficient warmth, particularly old people. 

Freedom from the cold has become a key test for a civilised society, 
and will be a priority for the next Labour Government. 

During February and early March there were 6,858 more deaths than 
those that normally occur at this time of year because of extra cold 
weather, 

Labour's action plan is: 

Increase the single pension by £5 per week and the married couple's 
by £8 per week. 

Increase child benifit by £3 per week per child. 

Establish a winter premium of £5 per week for the months between 
mid-December and the end of Marca for pensioners, and others living on 
the margins of poverty, to help pay fuel bills. 

The next Labour Government wou d undertake a major programme of 
domestic insulation. This will also provide jobs and conserve energy. 

These polices will be financed by raising revenue from the Top 5% inco-
me group of the population - the very people whose taxes have been 

cut most during the Thatcher years. 

Yours since rely, 

Michael Meacher, MP 
Shadow Secretary of State 
for Health and Social Security LABOUR PARTY 

Lz-q-t-k , 	 tAke-1,„L (ct2 - 

Health and the Environment 

Health is our most precious asset - ask anyone who does not enjoy 

good health. 

However, health is not determined simply by treatment obtained from 

the N.H.S., vital though this is. It is also determined to a large extent by 

our environment and our standard of living. 

Polution, poor housing, radiation hazard, lead in petrol and indiscrimin-

ate building on our countryside all contribute significantly to ill-health. 

Similarly, poverty, unemployment, poor education, homelessness and 

poor diet have devastating effects on health, particularly in the elderly. 

In Britain the welfare state was introduced to help those who, for what 

ever reason, are unable to provide for themselves and their families 

adequately, either through ill-health, unemployment or age. 

It is vital that benifits are adequately protected against inflation and that 

the environment is safeguarded against damage. 

There is no knowing which of us may at some time need the welfare 

state. A Labour Government will provide the necessary safeguards for 

us all. 
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FROM: N G FRAY 

DATE: 1 April 1987 

MR R M PERFECT 

ARTICLE FROM THE LEICESTER MERCURY: 13 MARCH 

The Chancellor has seen and was grateful for your minute of 

27 March. 

FRAY 
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cc Chancellor 
Economic Secretary 
Financial Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 
Mr Hudson 
Mr Culpin 

• • I attach a copy of Hattersley's speech, embargoed for 11 am 

tomorrow. 

2. 	Some interesting points are: 

"This "five-year programme" confirms most of the £34 

billion. Hattersley appears to have abandoned his 

attempt to claim that Labour's spending commitments 

would be limited to £10 billion; 

- minimum wage, which we removed from the £34 billion, 

has been reaffirmed as Labour policy 

aid is a conspicuous absentee from Labour's plans. 

S • 3. 	I attach a couple of possible lines which we can give 

to the PA wire at 11 am tomorrow, if you think either of them 

appropriate. 

A--cA 

A G TYRIE 
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No 1  • • 
For over a year I have pressed Mr Hattersley to come 

clean on Labour's spending plans. Finally he has done 

so. He has confirmed most of the £34 billion of pledges 

I costed last month. 

2. 	Labour are already committed to increasing income 

tax; they would need to double the basic rate to pay 

for these spending pledges. 

No 2  

Mr Hattersley tells us he will be the next Chancellor. 

But he has put out an economic programme with promises 

to spend money on everything - except aid - without 

giving any indication of how much it would cost. Nor 

does he say how he would raise the money. The 

'alternative economic strategy is dead'. Only the bribes 

are left. 
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PERSONAL AND CONFIDENTIAL 

FROM: A G TYRIE 
DATE: 10 APRIL 1987 

cc Chief Secretary 
Economic Secretary 
Financial SPcretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 

WORK IN HAND ON THE OPPOSITION 

1. Most of the points below concentrate on public spending. 

I think a 

should be 

before, I 

more general theme on opposition economic policies 

their lack of novelty. On Labour, as I have said 

think we should draw out the similarities between 

Labour's economic policies and their Manifesto of 1983. 

On the Alliance, rather than attacking specific policies 

in detail, we might try the line that contrary to their 

image they have no new ideas, merely half-baked versions 

of failed policies. They have nothing fresh or distinctive 

to offer except packaging. 

LABOUR 

Key statistics for Labour's Campaigners. 

I attach a Labour briefing note which has come our way. 

I think it provides a very good guide to likely Labour attacks 

during the Campaign. Paul Twyman and I are working on a 

point by point line to take for each of these which will 

be ready shortly after Easter, certainly for use in First 

Order PQs on 30 April. Officials have already very kindly 

been through this document to spot factual errors: you will 

see their pencilled corrections. 

The Jobs and Poverty Packages  

As you know Hattersley claims these cost £10 billion. His 

speeech on 8 April reconfirmed that these are "the only 

two items of public expenditure to which (Labour) are 

specifically committed". I have asked Department of 



• Employment and DHSS respectively whether we can put a solid 
higher figure to each of these packages. Getting a firm 

figure for Hattersley's jobs package is proving problematic 

but the poverty package work is already done. John Major 

and I have discussed this on several occasions. He and Mr 

Fowler feel we may want to store up an attack on the poverty 

package until the Campaign itself. 

Best of all, if it can co-ordinated, would be joint 

releases of figures for the jobs and poverty packages by 

DE and DHSS and a simultaneous speech by the Chief Secretary 

or yourself issuing the real cost of Labour's first year 

plans. I expect we should be able to justify about £15 

billion. 

The £34 billion  

The Chief Secretary has asked me to think of ways of making 

the £34 billion newsworthy during the Election. We have 

already tried most of the possible ploys on this. 

I expect the Campaign will throw up further opportunities. 

Labour spokesmen are unlikely to be able to go through the 

Campaign, many points behind in the polls, without issuing 

yet further pledges. We could, perhaps, issue a figure 

for those pledges, recognising that it would have to be 

a back of an envelope costing tyme; we could not ask officials 

to do it. We already have three items to add to the £34 

billion: minimum wage, more spending on women, and the 

abolition of lighthouse dues. 

I suggest we leave the 'headline total' unchanged. 

Hattersley has now been forced to reinstate Labour's 

commitment on a minimum wage but he has not given the level 

at which it would be set. I think we should challenge 

Hattersley at every opportunity to tell us the level. Any 

figure that would remotely satisfy the unions would cost 

at least a billion. 

Redwood  

John came in to see me last week. I showed him the 



vulnerability of his numbers. I suggested that he should 

try and get an independent institution to peddle them (a 

stockbroker's, an economic research unit or something). 

John told me that Tim Congdon owes him a favour so, with 

luck, Messels will do it. This will give us a number to 

use and we will be distanced from it. 

ALLIANCE 

Education  

Kenneth Baker is planning to issue a figure for the cost 

of Alliance education policies. DES have already done a 

lot of work on this, some of which I have seen. I will see 

a copy before they launch it. I assume you are content. 

David Owen on social security  

David Owen made a number of fairly explicit pledges on social 

security in the House on Monday. DHSS, after a hiccup, have 

agreed to do some number-crunching. 

IWGV 

re A G TYRIE 
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FROM: A P HUDSON 
DATE: 21 April 1987 

MR TYRIE cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 

WORK IN HAND ON THE OPPOSITION 

The Chancellor was grateful for your 10 April minute. 

2. 	We shall be fixing up a special meeting to discuss this. 

Atr 
A P HUDSON 
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Thursday, April 2,5, Ivo — 

Bailg mad 

'I 	By JOHN DEANS, MARGARET STONE and TIM MILES 

HIDDEN Budget for a Socialist-run 
'Britain threw the troubled Labour Party 
into fresh turmoil yesterday. 

The controversial strategy included the printing of 
unlimited sums of money, abolition of mortgage tax 
relief, extra taxes on industry and a sharp cutback in 
the value of the pound. 

One leading economist dis-, 
missed it as a return to the 
policies that bankrupted the 
country in 1976. 

The policies were put forward by 
Left-Wing MPs Tony Banks and 
Brian Sedgemore with Labour moder-
ate Austin Mitchell — as part of a 
report published yesterday by the all-
party Commons Treasury Committee. 
The other members, five Tories and 
one Liberal, rejected their package in 
favour of a main report basically 
approving Chancellor Nigel Lawson's 
spring Budget. 

Policies 
The MPs' ideas are not backed by 

Neil Kinnock and his Shadow chancel-
lor Roy Hattersley but still represent a 
sizeable body of opinion among many 
Labour backbench MPs and party 
activists in the country. 

Mr Kinnock is bound to be embar-
rassed by the unveiling of this alterna-
tive Budget, which overshadowed a 
new Commons attempt by Labour's 
Treasury team to undermine Mr 
Lawson's handling of the economy. 

And they were snatched up by 
jubilant Tories as the 'real' policies 
which a Kinnock Government would 
be forced to adopt after polling day 
when the Left would be all powerful. 

Tory MP John Watts, a member of 
the committee, said the plans were 
blood curdling. 'And this is not an 
unfair representation of what the 
Labour Party would like to do if it 
ever got the chance.' 

The Labour trio want to print more 
money by 'whatever amount is re-
quired' to produce three million new 
jobs and cut interest rates to 4 per 
cent. and slash the value of sterling by 
up to 28 per cent. against the West 
German mark and 20 per cent. against 
the dollar. 

Corporation tax would be raised 
from 35 per cent. to 52 per cent. and a 
complex new income tax system would 
be introduced, helping low earners but 
burdening middle income and well-off. 
taxpayers. 

Child benefit would be raised to £20 

a week for a first child and 
£15 for subsequent children 
at an extra cost of £4 billion. 

But there would be a new 
£24,000 ceiling on mortgage tax 
relief, confined to the basic 

+rate. Relief would be phased 
out entirely as interest rates 
fen. 

The three MPs also call for a 
cut in National Insurance con-
tributions from nine per cent 
to three per cent. This could 
be a substantial benefit for 
families on lower incomes. 

But somebody has to pay — 
and it is high earning married 
couples who would bear the 
brunt. 

Out would go the beneficial 
break which allows high-earn-
ing couples to be taxed separ-
ately for their earned income. 
At the moment it pays couples 
earning over £26,870 (provided 
the lower income is at least 
£6,986) to be individually taxed 
each with a single person's 
allowance. 

Abolished 
Their mortgage situation 

would also become worse. Mar-
ried couples are already' 
penalised because they can. 
only obtain tax relief on a loan 
of £30,000, while single people' 
living together can each claim 
tax relief up to £30,000. 

If the ceiling for tax relief 
was reduced to £24,000 and 
higher rate tax relief abol-
ished, then living toghether 
would become even more 
advantageous for tax. 

, The loss of the wife's earned 
Income relief, currently the 
same as the single person's 
allowance of 12,425, would be 
another blow to working wives. 

The Labour MPs' proposals 
on linking mortgage tax relief 
to investment income could in  

"Typical of the Tories — on 
the day they ask everyone to 

avoid stress!" 

fact hit many ordinary fam-
ilies with modest savings. If a 
family paid £5,000 a year 
interest on its mortgage, but 
£2,000 a year investment from 
savings or shares then only 
£3,000 would be eligible for 
mortgage tax relief. 

This would hit higher rate 
taxpayers, but also ordinary 
families with money in high 
interest accounts with banks 
and building societies. 

While Mr Hattersley last 
night disowned his colleague's 
proposals, the City and indus-
try greeted them with despair. 

Forecasters warned they " 
would lead to spiralling infla-
tion, massive increases in pub-
lic borrowing and a reduction 
in investment. 

Bill Martin, of Phillips and 
Drew stockbrokers, com-
mented: 'The City would run a - 
mile. 

'Inflation would approach 10 
per cent and they would offset 
any objectives in reducing 
employment.' 

Although the 'Budget' con-
tained no plans for vehicle 
excise duty on petrol tax, a 
Labour researcher outlined 

startling plans there too. 
These involve scrapping the 

1100 'road tax' and putting the 
duty on petrol instead. This 
would put petrol up 32p to 
around 207p a gallon. 

The company car 'perk' 
would be scrapped for all but 
essential users, like the sales-
man with samples. 

Motor traders said the plans 
would damage car sales and 
the AA said ending road tax 
would mean 58 per cent of 
motorists paying more. Only 
those driving under 2,000 miles 
a year would save, 
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Minority report proposals likely to embarrass shadow chancellor 

Labour MPs put alternative 
d because 

By Christopher Huhne, 	
Mr Brian Sedgemore (Hackney 

Economics Editor 	
S and Shoreditch) and Mr 
Tony Banks,(Newham NE) 
both well known leftwingers. 

The report is likely to be 
seized upon by the Tories as 
an indication of what Labour 
might really do in office, if 
only because membership of 
the Treasury select committee 
has often proved a stepping 
stone to both Labour and Tory 
front benches. 

Mr Mitchell said at a press 
conference yesterday that he 
had not consulted Mr 
Hattersley about the Labour 
MPs' proposals, which repre-
sented their views 

The minority report, which 
is in the form of an amend-
ment, goes substantially fur-
ther than recent Labour front  

bench pronouncements. It says 
that membership of the EEC 
has brought Britain "no eco-
nomic benefits and enormous 
economic losses" and it recom-
mends a cot in the UK contri-
bution. It also says the pound 
is "far too high to sustain 
competitiveness" 

Other proposals include a 
120-a-week child benefit for 
the first Coild, a new reduced-
rate income tax band, a cut in 
National Insurance contribu-
tions, and an increase in the 
money supply to help pay for 
it. 

This is only the third occa-
sion on Which the all-party 
committee has split on what 
can be fairly trenchant criti-
cisms of the Government. Mr 
Mitchell said that the main  

draft report was b1 an 
of the imminent general 
election. 

However,. Mr Terence Hig-
gins, the committee chairman, 
pointed to passages critical-  of 
government policy on mone-
tary and exchange rate 
matters. 

The main report says there 
is now clear justification for 
assuming that the Government 
has an implicit target for the 
value of the pound. It ques-
tions the reasoning behind the 
Chancellor's commitment to set 
borrowing at 1 per cent of 
national income, and expresses 
concern about the prospect of 
public expenditure overruns 
this year. 

Because the Government has 
raised its inflation forecast 

budget 
3 	\from 3.75 to 4 per cent be- 

tween the autumn statement 
and the budget, the report ar- 
gues that the planning total 
for 1987-88 has been cut in 
real terms by about i1.4 bil-
lion in 1985-86 prices. 

"The rate of growth of ex-
penditure, which was to be 
about 2 per cent between this 
year and next, is now esti-
mated to be 1.5 per cent in 
the case of the planning total 
and 1.1 per cent if debt inter-
est is included. Both figures 
are below the average rate ex-
perienced -isince 1978-89 ' it 
adds. 	• 

The report says that the 
Chancellor should 	explain 

more fully why he is aimiog to 
stabilise public borrowing at 1 
per cent of national income. 

The three •  Labour MPs on 
the all-party Treasury commit-
tee of the House of Commons 
have led a dissenting minor-
ity report in reaction to the 
budget. The report, which pro-
poses a large devaluation of 
the pound, tax rises for busi-
ness and the phasing out of 
mortgage tax relief is likely to 
embarrass Labour's shadow 
chancellor, Mr Roy Hattersley. 

The main author of the mi-
nority report was Mr Austin 
Mitchell the MP for Great 
Grimsby, who has a reputation 
as a maverick and has already 
criticised his front bench over 
its presentation of economic 
issues. He was supported by 
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Ltbour's turn for an own 
Before the 1983 general election, 

the Treasury committee of 
MPs produced a report dis-

tinctly embarrassing to the Thatcher 
Government, on the causes of rising 
unemployment. In this election sea-
son it is the Labour members of the 
committee who seem bent on scoring 
their party an own goal. 

In its report on the Budget, pub-
lished yesterday, the committee has 
split along party lines. The majority 
report is — as the three Labour rebels 
complain — somewhat bland and un- 
critical. It displays a few qualms about 
the control of credit, as interest rates 
come down; and requests more in- 
formation about public debt targets 
"in future versions of the medium-
term financial strategy". It calls mildly 
for "greater clarity" about the use of 
indicators used to assess monetary 
conditions, but concludes on a note of 
optimism with respect to the balance 
of payments. 

The alternatives proposed in the 
Labour MPs' minority report, how- 
ever, are sufficiently way out to cause 
more embarrassment to their own 
party than to the Government. 

The Treasury committee has always 
suffered from a second or even third- 
rank membership; with the exception 
of the chairman, it sadly seldom in-
cludes the most experienced Tory 
backbenchers, or the chief Labour 
spokesmen on the economy. The mi-
nority report is therefore the work of 
Messrs Brian Sedgemore, Tony Banks 
and Austin Mitchell. 

Nevertheless, their report could 
have been highly interesting, as a con- 
sidered reworking of the Budget 
arithmetic in line with Labour's de-
clared priorities. Opposition propos- 
als, traditionally published in the run- 
up to Budget day, inevitably suffer 
from the fact that only the Chancellor 
knows the real numbers — an unfair 
advantage it is hard to correct at 
speed during the Budget debate itself. 

The committee's deliberations 
should have provided the agreeable 
opportunity for Labour to "spend" 
the £51/2bn Nigel Lawson had within 
his original £7bn ceiling on borrowing 
— as well as whatever extra borrowing 
Labour plans — on agreed party pol-
icy lines. 

Unfortunately, the three authors of 
the minority draft report decided to 
be lavish with their own particular 
views, designed to "affront vested in-
terests, particularly in the City". 

This led them to toss in such policy 
proposals as an increase in corpora-
tion tax to 52 per cent, and a "phasing  

out" of mortgage interest relief — 
which Roy Hattersley has gone to 
endless pains to try to assure voters 
would be retained by Labour for stan-
dard-rate taxpayers. 

This phasing out would, it seems, be 
cushioned by a miraculous cut in 
short-term interest rates to 4 per cent, 
which would no doubt facilitate the 
"immediate" fall in the pound to $1.30 
("at most") recommended by the 
three, but hardly squares with Mr 
Hattersley's exchange-rate strategy. 
They also recommend the withdrawal 
of tax privileges from all pension 
funds "not fully invested in index-
linked gilt-edged securities" — which 
again differs somewhat from Mr 
Hattersley's capital repatriation in-
centives — and the replacement of 
the Common Agricultural Policy by a 
10 per cent tariff on goods imported 
from the European Community. 
Small wonder that the Alliance mem-
ber of the committee chose to side 
with the majority. 
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FROM: P J CROPPER 
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cc Mr Culpin 
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You may be interested to know that the attached article arose 

largely out of an opportunity created by Mr Towers (IDT) 

and exploited by Mr Tyrie. The latter is understood to be 

the "leading economist" referred to in the third paragraph. 

P J CROPPER 
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"Typical of the Tories — on 
the day they ask everyone to 

avoid stress!" 

'I 	By JOHN DEANS, MARGARET STONE and TIM MILES 

HIDDEN Budget for a Socialist-run 
'Britain threw the troubled Labour Party 
into fresh turmoil yesterday. 

The controversial strategy included the printing of 
Inflation would approach 10 

per cent and they would offset 
any objectiveS in reducing 
employment.' 

Although the 'Budget' con-
tained no plans for vehicle 
excise duty on petrol tax, a 
Labour researcher outlined 

startling plans there too. 
These involve scrapping the 

£100 'road tax' and putting the 
duty on petrol instead. This 
would put petrol up 32p to 
around 207p a gallon. 

One leading economist dis-, 	

brunt. 
Out would go the beneficial 

missed it as a return to the 
policies that bankrupted the 
country in 1976. 

The policies were put forward by 
Left-Wing MPs Tony Banks and 
Brian Sedgemore with Labour moder-
ate Austin Mitchell — as part of a 
report published yesterday by the all-
party Commons Treasury Committee. 
The other members, five Tories and 
one Liberal, rejected their package in 
favour of a main report basically 
approving Chancellor Nigel Lawson's 
spring Budget. 

un 

the value of the pound. 	
couples who would bear the 

t a e tax 
relief, extra taxes on industry and a sharp cutback in and it is high earning married 

I 	But somebody has to pay — 

Policies 
The MPs' ideas are not backed by 

Neil Kinnock and his Shadow chancel-
lor Roy Hattersley but still represent a 
sizeable body of opinion among many 
Labour backbench MPs and party 
activists in the country. 

Mr Kinnock is bound to be embar-
rassed by the unveiling of this alterna-
tive Budget. which overshadowed a 
new Commons attempt by Labour's 
Treasury team to undermine Mr 
Lawson's handling of the economy. 

d 	ms of money, abolition o mor g g 

And they were snatched up by 
jubilant Tories as the 'real' policies 
which a Kinnock Government would 
be forced to adopt after polling day 
when the Left would be all powerful. 

Tory MP John Watts, a member of 
the committee, said the plans were 
blood curdling. 'And this is not an 
unfair representation of What the 
Labour Party would like to do if it 
ver got the chance.' 

The company car 'perk' 

.money by 'whatever amount is re- penalised 
 because they can essential users, like the sales- 

quired' to produce three million new only obtain tax relief on a loan man with samples. 
jobs and cut interest rates to 4 per of £30,000, while single 

people 	Motor  traders said the plans 

cent. and slash the value of sterling by living together can each claim I would damage car sales and 
up to 28 per cent. against the West tax relief up to £30,000. 

	the AA said ending road tax 

German mark and 20 per cent. against 	
If the ceiling for tax relief would mean 58 per cent of 

the dollar. 	
' was reduced to £24,000 and motorists paying more. Only 

Corporation tax would be raised higher rate tax relief abol-; those driving under 2,000 miles 

from 35 per cent. to 52 per cent. and a 1st' would become even more 	
. then living toghether !a 	year 	would 	save. 

complex new income tax system would L
vonfogeous for tax. 	.. 

be introduced, helping low earners but 
burdening middle income and well-off, . The 

loss  of_thectiwrilene's.ear7led  
Income rebel currently the 

taxpayers. 	
same as the single person's " 

Child benefit would be raised to £20 allowance of £2,425, would be another blow to working wives. 
The Labour NIPs' proposals 

on linking mortgage tax relief 
to investment income could in 

The three MPs also call for a i 	iive increases in pu 

, families on lower incomes. r I  Drew stockbrokers, ccim- 

relief, confined to the basic 
irate. Relief would be phased 

£15 for subsequent children 
at an extra cost of £4 billion. 

But there would be a new 
£24,000 ceiling on mortgage tax 

, out entirely as interest rates 
fell. 

fact hit many ordinary Nu l-
ilies with modest savings. If a 
family paid £5,000 a year 
Interest on its mortgage, but 
£2,000 a year investment from 
savings or shares then only 
£3,000 would be eligible for 
mortgage tax relief. 

This would hit higher rate 
taxpayers, but also ordinary 

a week for a ma child and fauillits with mnney In high 
interest accounts with banks 
and building societies. 

While Mr Rattersley last 
night disowned his colleague's 
proposals, the City and indus-
try greeted them with despair. 

Forecasters warned they ' 
would lead to spiralling infla-' 

tributions from nine per cent in investment. 

""-"' "..-.- 
cut in National Insurance con-  lie borrowing and a reduction 

to three per cent.. This could I Bill Martin, of Phillips and 
be a substantial benefit fo 

break which allows high-earn-
ing couples to be taxed separ-
ately for their earned income. 
At the moment it pays couples 
earning over £26,870 (provided 
the lower income is at least 
£6,986) to be individually taxed 
each with a single person's 
allowance. 

Abolished 

would also become worse. Mari 
Their mortgage situatio 

The Labour trio want to print more 	
would be scrapped for all but 

d couples are already. 

mented: 'The City would run a - 
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tom Neil Kinnock, 
ader of Her Majesty's Opposition. 

et4 
(v.v17,1,4,4,44_) 

gcl$1(4.1- 
Dear Supporter, 

The approaching local elections on May 7th will be a critical test for the 
Labour Party. 

In the light of the Tory press smear campaign on Labour councils, what are 
our chances? 

The fact is, they're excellent. And I can say that with a great deal of 
confidence. How? For three simple reasons. 

First, our own private polls show a high degree of support for Labour across 
the country. Our chances of gaining control of a number of key councils is 
excellent. 

Second, we will be fighting on our record. While others will try the usual 
tactic of  smear and half-truth, of mud-slinging and personality politics, we will 
go with our record and our plans. The enclosed leaflet details Labour's approach 
155-rocal government. Putting people first, investing in jobs, in services, in 
the community. 

It is action that we can already claim to have achieved. For in many Labour 
councils around the country, we can quite clearly demonstrate that Labour can 
generate jobs, improve services, support the community, using the ratepayers' 
money with care and prudence. estietia  ca,40, 	FL/47 	4 c 	 C/2( 

Third, our cam - ai  n will be stunning. The fact is, the magnificent It'll-. 
financial  suFficift- 	t ousandrtrOTTInary people - members and non-members 
alike - have given us has allowed us to prepare a Local Election campaign that 
shows Labour's dedication and sheer professionalism to its best. 

I have never, in all my years in the Labour Party, seen a better organised, 
better publicised, better presented or more powerful campaign. _ 	„, e,, Klf 7 (-3'44  L176 eoLl 	Ala AinAritoo 

vuut  I need even more help from you. My purpose in writing is to ask you to 0.1,/ 
..."---c4^ add ‘lour financa1—gdiip67F-to 	6ur uumpalgn. Frankly, in order to get ourselves,,A47'144  

	

S 0 A_ 1_3 z 	Ga ffc._  this far, we have had to spend a great deal of money. 

So I am appealing to you, and many other of our supporters around the r"Sj   
A..t_j_country, to give us the financial resources we need to ensure that all of this 

preparatory work can be used not simply to good effect, but can be used for 
victory. 

'2,L011104%Ally contribution you can make will be devoted to this cause. As I hardly 

Laboui66' 
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III/ 
need remind you, for Labour to make an outstanding showing on May 7th is crit 	1 
to our plans to win the coming General Election. 

These local elections therefore take on an importance far beyond simply 
winning council seats ... though that alone is vital where Tory and SDP/Liberal 
Councils have abrogated their responsibilities to their communities and meekly 
gone along with Whitehall domination and Whitehall cuts. Our performance in the 
local elections will be a major test of our election machine, and of our standing 
in the polls. 

As I said earlier, I have nothing but confidence in our strength to win. 
Thousands of Labour supporters, in wards and constituencies ranging from the 
crumbling inner cities to the threatened rural communities, will be devoting 
every spare minute they have to ensure the success of their candidates. 

It is my task - indeed, it is my  re s nsibilit/.,- to do everything in my 
power to help them towards final-victory. 	Tha responsibility that I hope you 
will be able to share with me, by digging deeply into your pocket and making a 
significant contribution to our sparse funds..- 

Thank you for whatever way to choose to help us win magnificently on 
May 7th. 

Yours sincerely, 

Neil Kinnock 
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'The Power of the 
Targ..qSca .'f  

The following are Parliamentary constituencies in 
which Labour can achieve a majority at the 
forthcoming General Election with a small 'swing'. 
It shows how close Labour is to victory. If Labour 
can mount the most powerful campaign possible 
we can win these 'target' seats. 

Aberdeen South 	 Cardiff Central 
Amber Valley 	 Cardiff West 
Ayr 	 Chorley 
Barrow in Furness 	 City of Chester 
Basildon 	 Clwyd South West 
Batley & Spen 	 Colne Valley 
Birmingham Northfield 	Corby 
Birmingham Sellyoak 	Coventry South West 
Birmingham Yardley 	 Crawley 
Bolton North East 	 Croydon North West 
Bolton West 	 Cunninghame North 
Bradford North 	 Darlington 
Brecon and Radnor 	 Davyhulme 
Brentford & Isleworth 	Delyn 
Bridgend 	 Derby North 
Brighton Kemptown 	 Derbyshire South 
Bristol East 	 Dewsbury 
Bristol North West 	 Dover 
Burton 	 Dudley West 
Bury North 	 Dulwich 
Bury South 	 Dundee East 
Calder Valley 	 Ealing North 
Cambridge 	 Edinburgh Central 
Cannock & Burntwood 	Edinburgh Pentlands 

Edinburgh South 
Edmonton 
Ellesmere Port & Neston 
Elmet 
Eltham 
Erewash 
Erith & Crayford 
Exeter 
Feltham & Heston 
Finchley 
Glandford & Scunthorpe 
Glasgow Hillhead 
Gloucester 
Gloucestershire West 
Gravesham 
Great Yarmouth 
Halifax 
Hampstead & Highgate 
Harlow 
Hayes & Harlington 
Hertfordshire West 
High Peak 
Hornchurch 
Hornsey & Wood Green 
Hynburn 
Ilford South 
Keighley 
Kensington 
Kingswood 
Lancashire West 
Lancaster 
Langbaurgh 

Leeds West 
Leicester East 
Leicester South 
Leicestershire North West 
Lewisham East 
Lewisham West 
Lincoln 
Littleborough & Saddleworth 
Liverpool Mossley Hill 
Luton North 
Luton South 
Manchester Withington 
Medway 
Mitcham & Morden 
Newcastle-upon-Tyne Central 
Newport West 
Northampton North 
Norwich North 
Norwich South 
Nottingham East 
Nottingham North 
Nottingham South 
Nuneaton 
Oxford East 
Pembroke 
Pendle 
Peterborough 
Plymouth Devonport 
Putney 
Renfrew West & Inverclyde 
Rochdale 
Rossendale & Darwen 

Sherwood 
Slough 
South Ribble 
Southampton Itchen 
Southampton Test 
Southwark & Bermondsey 
Staffordshire South East 
Stevenage 
Stirling 
Stockport 
Stockton South 
Strathkelvin & Bearsden 
Streatham 
Swindon 
The Wrekin 
Tynemouth 
Vale of Glamorgan 
Wallasey 
Warrington South 
Warwickshire North 
Watford 
Waveney 
Wellingborough 
Welwyn Hatfield 
Western Isles 
Westminster North 
Woolwich 
Worcester 
Worcestershire Mid 
Ynys Mon 
York 
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The programme that Labour will be offering vorers in the local elections on 
May 7th is a carefully detailed plan which will nut only rc-instate local 
democracy and hand power back to the people, but will also help councils 
deal with the key issues Fc11 I ig them. Our aim is to establish a dynamic 
partnership between Labour Councils and a Labour Government. 

Labour's  plans 
in detail  

Getting Britain Back to Work. Labour 
councils will back local enterprise, helping with 
advice and investment to keep ahead in the 
modern world. Labour councils will build new 
roads, homes, schools and community centres, 
not only meeting local needs, but helping reduce 
local unemployment as well. 
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Better Housing for All. Labour councils will 
build homes to ease the critical housing shortage, 
homes for the young, homes for the old, homes for 
first-time buyers. And labour councils will start 
on the long job of repairing and improving 
council homes that have fallen into decay. 

Safer Streets. Labour councils will work closely 
with the police to make streets safe to walk down 
at night. Too many people are afraid of the 
lurking mugger or the mindless hooligan. labour 
councils will provide better lighting in streets, 
estates and walkways, will provide grants for locks 
and entryphones, will make trains and buses safer. 

Better Transport. Labour councils believe in 
efficient public transport. They know how 
important buses and trains are to ordinary people. 
The answer is not the de-regulation seen under 
the Tories. . . unleashing hordes of cowboy 
operators on the popular routes, and cutting out 
the vital but less-used routes altogether. Labour 
councils will invest in public transport . . . and by 
making public transport better, will improve the 
lot of the private motorist too by easing the 
congestion in city centres. 
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The Education our Children Deserve. labour 
councils believe in education. They're prepared to 
put money behind it. . . rather than keep 
chopping away at education budgets, as Tory and 
SDP/Liberal councils have been doing. Labour 
councils will invest in schools, in equipment, in 
books and in teachers to ensure our education 
standards improve. 

Councils That Care. Labour councils believe in 
helping those who find it difficult to take care of 
themselves. . . the poor, the elderly, the disabled, 
the disadvantaged. Labour councils will help 
them, not ignore them. Local democracy means 
looking after all of the people, not just some. 

Protecting the Rural Community. Life in the 
country has never been so difficult. Labour 
councils won't just work to halt inner-city decay, 
but will also halt rural decay. The closure of bus 
and rail services, the withdrawal of rural 
amenities, the threats to the green belt, the 
housing problems faced by young people. . . the 
problems of rural districts are recognised by 
Labour councils. Labour councils will invest in 
the rural areas, too. 

Labour 
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FROM LARRY WHITTY 
GENERAL SECRETARY OF THE LABOUR PARTY 

Dear Supporter, 

Neil Kinnock's enclosed letter tells you why we want your money. I'd 
like to explain what we do with it. 

My job is running the organisation. In a non-election year, it costs 
four million pounds simply to maintain and mobilise our services to 
constituencies, to MPs, and to the press. We also need to maintain our 
organisation and to support our publications. It's a 'tight ship' we have 
to run. Frankly, we could do with substantially more money. 

So in an election year you can imagine the kind of severe strain it 
puts on our resources. 

Let me tell you a little about what goes on here, at Walworth Road, 
during a General Election Campaign. 

Headquarters is virtually open for 24 hours a day. Staff work from 
early in the morning until very late at night to ensure that the people 'on 
the ground' get the support they deserve. It gets pretty crowded at times, 
too. Huge amounts of election literature have to be ordered and stocked 
awaiting despatch to the constituencies. 

The telephones are constantly ringing - on an average we receive 1,400 
calls each day. Our phone bill leaps by a huge amount during an election, 
as we have to remain in close touch with all our target seats. 

Our Research and Information staff become even more busy. Our Library 
staff sort through a total of 160 different magazines and journals each 
week. This means we can brief our key constituencies, candidates and 
campaigners every day. When necessary we can quickly get statements out to 
the press. It's rather like running an edition of 'Grandstand' every day. 

Press relations, particularly at election time, are critical. We 
suffer from a pretty savage mauling from the Tory press constantly. It's 
something we have to live with, but it doesn't mean we can afford to give 
up. Everything we can do to get our message across is worth the effort. 

So, in an election, we'll be running Press Conferences and organising 
campaign tours for our senior spokespeople. It costs a lot of money and a 
great deal of time to make sure they go well. 

We also send out press releases setting out our policy. Even the scale 
of this activity is very considerable. Our list of publications that we 
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send major press releases to is no less than 1500. So every time a release 
is sent out, it costs us £270 in postage alone. 

But Walworth Road is only one part of the campaign. We also maintain 
11 regional offices around the country, each with their own full time staff 
... although, it has to be confessed, nothing like enough of them. 

Computers are becoming extremely important in the fight. Yet, when it 
costs a minimum of £800 to purchase a very basic computer system, 
supplying just one for each of the regional offices and our target 
constituencies it is a vastly costly exercise. 

(In contrast, the Tories not only maintain over 300 full time agents 
around the country, but they've managed to persuade their City friends to 
stump up the cash for a huge computer system at Tory Central Office. No 
wonder they can afford to write computerised letters to Telecom shareholders 
no frequently.) 

As I said, during an election, these sparse resources are stretched 
ever more thinly. Modern campaigning costs money, and a great deal of it. 
Nobody here is prepared to sit back and watch the slick Tory election 
machine roll over us. We're determined - every one us - to fight back with 
every legitimate technique we can use, and to mount the kind of highly 
professional campaign that will allow us to win. 

That's why your support is so vital. Any amount can be put to good 
use. £5 pays the postage for sending out 27 press releases to local 
newspapers to get the message across. £15 will pay for 1000 leaflets that 
could swing the handful of voters we need in a 'marginal' seat. £500 will 
keep our campaign bus on the road for 7 days. 

So please support Neil, the people here at Walworth Road and the 12,000 
Labour candidates in the coming local elections on May 7th. I know you will 
give what you can. 

Thank you. 

Larry Whitty 



CHANCELLOR 

3642/11 

vir 
FROM: A TYRIE 
DATE: 28 APRIL 1987 

cc: Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of StAte 
Mr Ross-Goobey 
Mr Cropper 

LABOUR'S 'CONSERVATIVE MANIFESTO' 

I attach a copy of Labour's 'Conservative Manifesto'. 

2. 	A line to take on it is: 

this is one of the worst pieces of smear 

campaigning in recent memory; 

Labour are clearly panic stricken to have sunk 

so low. The use of the Tory emblem, the torch, 

is clearly designed to mislead; 

there is a striking similarity between some of 

these smears and those used by Labour in the 

1983 Election. For example: 

NHS 

"If the Tories were allowed to win this Election they would 
within five years end the NHS." (Mrs Gwynth Dunwoody, 
Sanback, Cheshire, 25 May 1982). 

"In 1987 they plan the end of the National Health Service 
as we know it." (Page 7). 

- 1 - 
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WA 
"The secret Tory manifesto would mean implementing the 
most extreme proposals in the Serpell Report - no railways 
at all in Cornwall, Devon and Somerset, no railways at 
all in Wales except for Cardiff and none in Scotland north 
of Glasgow and Edinburgh". 	(Denis Healey, Times, 7 June 
1983). 

"In 1987 they plan the axeing of rail routes all over the 
country." (Page 8) 
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THE NEXT MOVE 
FORWARD 

Where there is discord, may we bring harmony, 
Where there is error, may we bring truth, 
Where there is doubt, may we bring faith, 
Where there is despair, may we bring hope. 

Margaret Thatcher, May 1979 

Margaret Thatcher has already earned her place in 
listory — not as Britain's first woman prime minis-
-.er, but as the champion of the rich, the destroyer 
of British industry, the enemy of the welfare state. 

The first two terms of Thatcher government were 
bad enough. A third term is unthinkable. It means 
more factories closed, more hospitals shut, more 
people left on the dole, more made homeless, more 
condemned to poverty. 

The reality of what another Thatcher victory 
would mean daily becomes clearer in the govern-
ment's policy statements and press leaks, in minis-
ters' speeches and in the outpourings from Norman 
Tebbit at Conservative Central Office. 

We are promised "The Next Move Forward". 
But with every day that she rules, Mrs Thatcher is 
moving Britain backwards, closer to the grimness 
of the 1890s than to the needs of the 1980s. 

A third term Thatcher government, she promises, 
will eradicate socialism. 

By socialism, she means the National Health Ser-
vice, free education, a commitment to reducing un-
employment, decent social services, proper pen-
sions, and the care of the young, the sick, the old 
and the disabled. 

This booklet is the Tories' real manifesto, in their 
own words. 

Some of its contents they will shout from the roof 
tops. Other parts form their hidden agenda. 

It is a preview of Mrs Thatcher's plans for a 
national nightmare. 

4 5 



• 1. A PROMISE TO THE 
PEOPLE 

The Tories specialise in secret manifestoes. Their 
ability to lie and conceal convincingly is a rare Con-
servative success. 

They lied to us in 1979. And in 1983. 
Nothing if not ,consistent, they are lying to us 

again now — hiding the horrors of a third term be-
hind a mixture of breakable pledges, distorted 
realities and downright untruths. 

In April 1979 they told the country: "We have 
absolutely no intention of doubling VAT". It was 
raised from eight per cent to 15 per cent almost 
overnight. 

They told the country they had "repeatedly com-
mitted ourselves to ensure that pensioners share in 
rising prosperity". In 1980 they broke the link bet-
ween pensions and earnings. Pensioner couples are 
now £11.40 a week worse off because of the change. 

Mrs. Thatcher told the country: "We have no 
intention to raise [prescription] charges". Prescrip-
tion charges have risen twelve-fold. 

They claimed they had no plans to put up school 
meal charges. They have now been raised from 25p 
to an average of 62p. 

The record so far 
In 1983 they played the same, cynical game. They 
concealed from us their secret plans to: 

Abolish the death grant, paid to 600,000 house-
holds. 

Axe the maternity grant, claimed by 500,000 
mothers. 

Abolish help with heating for pensioners and the 
poor, available to two million households. 

Cut mortgage tax relief for the unemployed. 
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A PROMISE TO THE PEOPLE 

Slash the state earnings-related pensions scheme. 

Do away with housing benefit for 1.4 million low-
income households. 

End child benefits paid to families on unemploy-
ment or sickness benefit. 

Reduce student grants. 

Cut the number of hospitals and hospital beds. 

Cut the number of teachers. 

Completely deregulate bus services. 

Take away teachers' rights to negotiate pay, and 
ban unions altogether at GCHQ. 

Impose a poll tax in Scotland. 

Privatise a whole range of national assets (includ-
ing the naval dockyards, a proposal that even 
Ronald Reagan's America rejected). 

What's in store 
That was the secret manifesto of 1983. Too many 
people were conned. And now in 1987 they plan: 

Big rises in VAT, hitting the poor and the pension-
ers who gain nothing from tax cuts, but will he 
expected to pay for them. 

Massive increases in rents, amounting to a 
doubling, for council house tenants. 

The end of the National Health Service as we 
know it. 

The wholesale sell-off of council estates, above 
the heads of tenants. 

7 



A PROMISE TO THE PEOPLE 	 A PROMISE TO THE PEOPLE 

A stop to local authorities providing home helps 
and meals on wheels to those in need. 

A poll tax for the whole of Britain. 

More tax cuts for the rich. 

More cuts in public services. 

More pit closures as the mines are privatised. 

The death of Britain's steel and shipbuilding in-
dustries. 

The axeing of rail routes all over the country. 

The destruction of local government democracy 
as schools, social services and housing become 
fair game for the private sector. 

The run-down of state education, with schools as 
money-making concerns, loans in place of grants, 
and even vouchers for primary and secondary 
schooling. 

The return of the unscrupulous Rachmanite land-
lord, with a rent free-for-all in the private sector. 

A penal regime for the unemployed brought under 
the total control of Employment Secretary Lord 
Young. 

Rising unemployment, with more than three mill-
ion men and women still without a job in 1990 — 
on the government's own projection. 

• Green Belt property speculation. 

• The end of the Unemployment Register. 

• The privatisation of prisons. 

8 

The privatisation of water boards, and con-
sequently even the water we drink. 

If she could find a way to do it, Mrs. Thatcher 
would privatise the air we breathe. 

But first she would deny she was planning to do 
SO. 
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EMPLOYMENT: THE ACID TEST 

2. EMPLOYMENT: 
THE ACID TEST 

If unemployment is not below three million in five 
wears, then I am not worth re-electinf. 

Norman Tebbit, May 1983. 

These are the words of the chairman of the Conser-
vative Party, two weeks before the last general elec-
tion. 

There are going on for one million people each 
with a reason why Mr. Tebbit should now fulfill his 
declaration of intent to resign. For, using the same 
methods of calculation in force when Mr. Tebbit 
made that bold statement, there are presently 
3,729,800 unemployed. 

It is only through nineteen changes to the way 
the figures are worked out that the Tories now claim 
that the number of employed is 3.3 million. 

Even if we disregard the cynical way in which the 
figures have been manipulated, the total still sup-
ports Mr. Tebbit's recognition that he is unfit to 
hold office. 

Just around the corner 
For the government, unemployment is always about 
to fall. 

Year after year, the same old story is repeated: 

1980: unemployment at 1,665,000 
"We are reaching the trough of the recession and 

it will start to turn towards the end of next year. 
Margaret Thatcher, November 1980. 

1981: unemployment at 2,520,000 
"There are now clear signs that the worst of the 

recession is over." 
Margaret Thatcher, June 1981. 

1982: unemployment at 2,917,000 
"After three years of battling, we are beginning to 

see the regeneration of our economy." 
Margaret Thatcher, March 1982. 

1983: unemployment at 3,105,000 
"Jam very wary of predicting when (unemploy-

ment will start to come down] . . If people give us 
a fair chance then unemployment will comedown." 

Margaret Thatcher, May 1983. 

1984: unemployment at 3,084,000 
"I believe that the levelling off (of unemployment( 

starts this year." 
Margaret Thatcher, January 1984. 

1985: unemployment at 3,235,000 
". . . there are grounds for hoping the better trend 

will continue." 
Tom King (then Employment Secretary), August 

:985. 

1986: unemployment at 3,271,000 
"The country has never had as good a time as it 

has today." 
Lard Young, May 1986. 

1987: unemployment at 3,297,000 
"It is my belief now that unemployment will con-

tinue to fall." 
Lord Young, March 1987. 

These pathetic quotes make it clear that this gov-
e-nment has no idea of employment trends and 
consequently can have no strategy for tackling un-
employment. 

Apparently, it is not the Tories' desire or inten-
tion to get people back to work. It is their desire 
instead to remove the unemployed from the figures. 

Today in 1987, there are 432,600 people who are 
without work but who have been removed or debar- 
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red from the register through "adjustments" by the 
government. 

Region by region, here are the unemployed who 
aren't included in the statistics: 

South East 92,800 Yorks & Humber 42,200 
East Anglia 11,500 North West 59,700 
South West 31,900 North' 33,500 
West Midlands 44,800 Wales 27,800 
East Midlands 26,800 Scotland 48,600 

N. Ireland 17,200 

But even fiddling the figures is no longer enough. 
For eight years they have been removing the un-

employed from the register. Now, after the election, 
they plan to abolish the register altogether, and 
replace it by a census of employment. 

It is the fiddle to end all fiddles. Officially, the 
unemployed will no longer exist. 

Workfare: how they do it in the US 
If asked, the government will deny that it is consid-
ering the US Workfare scheme that imposes a work 
test and work requirement before any benefit is 
paid out. 

But the facts speak differently. 
Already, in the new Job Training Scheme, much 

of Workfare is being put into practice. All young 
people under 25 years of age are obliged to join the 
JTS and do not have the choice of the Community 
Programme instead. 

Under the Community Programme, a wage is, 
paid above the benefit rate. Under the JTS only 
benefit is paid. If they refuse JTS or a job, they 
lose benefit (though Lord Young is at pains to deny 
this). 

But the Tory plans go further than that. 

In 1980 Norman Tebbit planned to make young 
people's training compulsory. 

In 1984 Lord Young expressed his view that no 
benefit should be paid to young people outside 
training schemes. 

In 1985, during the social security reviews, the 
government considered banning teenagers from 
claiming social security benefit — and wanted the 
Manpower Services Commission to take direct 
responsibility for any payments to teenagers. 

In 1986, the Department of Employment commis-
sioned a study on imposing work requirements 
before paying benefits; the study, based on Ameri-
can schemes, is being compiled by the privately-
run University of Buckingham. 

A Manpower Services Commission official has 
been sent to the US to investigate Workfare. 

Already, the Tories are in discussion as to how, 
if they win the election, the Department of Employ-
ment will police the growing army of unemployed 
men and women. 

One scenario would give Lord Young, rather than 
a social security minister, charge of paying and set-
ting benefits — including rates for children. He 
would have the power to vary benefits at his discre-
tion, and therefore be able to dictate where the 
unemployed should live, how far they should travel 
in search of work, and what they should do. From 
the safety of the House of Lords, he will be respon-
sible for implementing Tebbit's "on yer bike" pol-
icy. 

As the prime minister said in a letter (23.1.87) 
about the new proposals to change the benefit ser-
vice: 

I can confirm that one of them was to concentrate 
responsibility for the payment of benefits to the 
unemployed within the Department of Employ-
ment. 
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As I indicated in my earlier letter, the joint study 
team has been stood down for the present. Further 
detailed study would be needed before the options 
could be refined. 

The unemployed would be official second-class 
citizens — with different and lower rates of benefits, 
different rules and a different regime. 

The last word 
While ministers assure us, just as before the last 
election, that unemployment is at last falling, a gov-
ernment document not intended for public con-
sumption reveals that, if Britain continues on its 
present course, well over three million will still be 
out of work at the end of the decade. 

The figure — 3,117,0(X) — comes from Regional 
Job Deficiency Projections, a report to the Euro-
pean Commission. 

Region by region, the report confesses to the 
failure of government policies: 

The North West: unemployment in 1990, 
430,000; outlook "frighteningly bleak". 

West Midlands: unemployment in 1990, 330,000; 
another 125,000 manufacturing jobs to disap-
pear, and "little prospect of improvement". 

North East: unemployment in 1990, 223,000; 
there are "few indications of recovery". 

The report paints a brighter picture than a welter 
of official and academic evidence: from the OECD; 
London Business School; the National Institute; 
Cambridge Econometrics; Warwick University; 
and the Henley Centre. 

But even so, it blows apart Mrs Thatcher's claim 
that under her: "I believe we shall see full employ-
ment again". 

3. TWO WHERE ONCE 
THERE WAS ONE 

The 'two nations' philosophy of Mrs Thatcher's 
brand of Conservatism has been kept from any 
official manifesto. 

In fact, the 1983 Conservative manifesto pledged: 

To maintain an effective regional policy which is 
essential to ease the process of change and encour-
age new businesses in areas which have been 
dependent on declining industries. 

Disraeli, the original 'one nation' Tory, would 
turn in his grave if he could see how this promise 
has been kept. 

Regional policy has been abandoned. What's left 
of it will be dismantled in its entirety under a third-
term Tory government. 

With regional disparities in wealth, income and 
opportunity more marked than at any time since 
the war, Mrs. Thatcher's solution to the North-
South divide is to widen it by: 

Dismantling what is left of regional aid. 

Lowering wage rates in the North. 

Continuing the policy of separate economic de-
velopment for North and South. 

Regional aid has already been cut in half in real 
terms since 1979 — and this year it will be cut in 
half again. By 1990, government plans will reduce 
regional aid expenditure to less than one-fifth of its 
1979 value. 

The figures speak for themselves: 

Regional Aid 1979-90 (1985 prices) 
79/80 £8.90m 88/89 £161m 
86/87 £411m 89/90 £172m 
87/88 £188m 
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The government has written off the bulk of the 
country it is supposed to serve. 

Worker mobility 
Chancellor Nigel Lawson believes Northerners are 
paid too much, and supports the "on jter bike" ap-
proach to unemployment. 

"Geographical pay variations would encourage 
workers to move to the work and the work to move 
to the workers," he says. 

Yet he ignores evidence presented to him in a 
government report on mobility which suggests that 
it is the level of investment which attracts employers 
to certain regions. 

Thus there is no rationale to support the claim 
that replacing national pay bargaining with local 
negotiations would solve regional problems. 

Indeed, far from lower wages meaning more jobs, 
lower wages depress the local economy and produce 
fewer jobs in the service sector. 

Studies expose as myth the other claim that mig-
ration is the cure for unemployment: even in the 
South East, eleven people are chasing every job; 
thousands who have taken the Tebbit advice have 
suffered for it. 

Oblivious to the subtle economic arguments of 
his colleagues, Nicholas Ridley put the Tory at-
titude to North and South quite bluntly: "If you are 
living in a cheaper area . . . you obviously don't 
need the same income as someone living in a very 
expensive area". 

Mr. Tebbit would like to go further still: region-
ally varied unemployment benefit rates, leading to 
Northern homelands where the unemployed can 
congregate — barred from moving South unless work 
becomes available, and obliged to return home as 
soon as the work is done. 

And when the gloves are off, the Tories are quite 
happy to unload the government's responsibility to 
work to end the North-South divide, and just blame 
the Northerners themselves. They are, says Indus- 

try Minister John Butcher, "workshy"; Health 
Minister Edwina Currie blames their problems on 
ignorance and potato crisps; Mrs Thatcher dismisses 
them as "moaning !ninnies". 

For her, and for a third term of Conservative 
government, two into one won't go. 
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Nigel Lawson, October 1986. 

Privatisation is Mrs. Thatcher's great success story, 
and her 'Britain for sale' policies will go on unabated 
at any price, no matter what the effect on jobs or 
national security, no matter what the cost to the 
nation. 

Not only will we lose control of vital assets in 
return for bargain-basement prices, but we'll lose 
vital income from profitable industries and hold-
ings. 

Her sponsors in the City and the private sector 
have made millions from this sell-off of the nation's 
assets. 

The biggest killings will be made in the City. 
Fees, already totalling £500m in eight years, will 
soar to around £1,250m — we pay out £250m a year 
just for transacting the sales. 

Advertising alone has cost £100m: the next batch 
would pay to build a dozen hospitals. 

Once the real Tory manifesto plans are put into 
practice, the government will have sold industries, 
services, hospital land, stocks and shares and other 
assets to the tune of almost £27bn. 

Water, electricity, railways, post services, steel 
coal and shipbuilding will all he sold off at 
knockdown prices. This is not a threat, but a prom-
ise, delivered repeatedly by ministers who insist 
that privatisation is worth the job losses, the higher 
prices and, in many cases, decreased efficiency. 

The sheer scale of the projected sell-off policies 
are revealed in the figures: 

79-80: £ 377m 81-82: /2 494m 
80-81: 405m 82-83: £ 488m 
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4. THE SALE OF THE 
CENTURY 

. . . and in the next parliament we will privatise 
most of what remains. 

83-84: £1142m 86-87: £4750m 
84-85: £2091m 87-88: £5000m 
85-86: £2702m 88-89: £5000m 

89-90: £5000m 

What's next on the list 
Oil, gas and telecommunications were just the start. 
Even the Royal Dockyards have gone, leaving an 
American company in charge of our biggest dock-
yard at Devonport. 

By the end of this year, the government will have 
completed the sale of British Gas, British Airways 
and half of British Telecom. In addition Rolls Royce 
is to be sold off. 

Around f3bn will be raised by selling the remain-
ing shares in British Petroleum. Once that is done, 
Britain — unlike all other oil-producing nations — 
will not :own a single share in North Sea oil. 

Trade and Industry Minister Paul Channon has 
already appointed consultants to prepare British 
Steel kw sale. 

British Coal chairman Robert Haslam has let slip 
that the entire coal industry is being prepared for 
privatisation — leading to more job losses on top of 
the 113,000 already gone under Mrs. Thatcher. 

British Rail is on the list, with an expected 15,(Xl0 
job losses and the axeing of rail routes all over the 
country. This despite 53,000 rail redundancies to 
date and a massive loss of stations and trains. 

The Centre for Policy Studies, Mrs. Thatcher's 
personal thinktank, has revealed plans to privatise 
the post — sell off Girobank next year, the parcels 
division in 1989, the letters division in 1990, and 
the counter services to follow. 

As for shipbuilding, due for privatisation in 1988, 
Treasury Minister Norman Lamont has admitted: 
"The industry is now so small that if it declines 
much further it will simply disappear." 

With the remaining yards in danger of closure, 
the island state of Europe will face the future with-
out a merchant shipbuilding industry. 
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5. PHASING OUT LOCAL 
GOVERNMENT 

There are local authorities in America who con-
tract every activity out — even police and fire ser-
vices. Folk memory has it that there is even one 
authority which meets once a year to *award the 
contracts, has lunch, and goes away again for 
another year. I wouldn't mind paying those coun-
cillors more generous attendance allowances. We 
may not get quite that far in this parliament, but 

cannot see why some in local government resist 
what is obviously right. 

Nicholas Ridley, October 1986. 

Local government is an obstacle that Mrs. Thatcher 
and her axe man, Environment Secretary Nicholas 
Ridley, are determined to emasculate and remove. 

The Tory strategy is to contract out as much as 
possible of local authority services and charge the 
1iighest prices for those they can't privatise. 

Democracy, in the form of the right of the com-
munity to vote for the level of service provision it 
sees fit to meet local needs, would be phased out 
altogether under a third term of Conservative gov-
ernment. 

Some senior Tories now want: 

Education to be taken away from. education au-
thorities and put under central government with 
head teachers as their local managers. 

Housing to be brought under urban development 
corporations or housing associations. 

Local services pushed into the private sector by 
the wholesale policy of contracting-out. 

Already the Tories are committed to privatising 

refuse services, cleaning services for buildings, veh-
icle maintenance, ground maintenance, and cater-
ing. Waste disposal and sport and recreation are 
also now on their list. 

And last year Nicholas Ridley warned: 

There will also be an order making power to add 
further services to the list — there can thus be a 
succession of private services during the next two 
or three Tory parliaments. 

Would anything be safe from privatisation? 
When Social Services Minister, Ray Whitney 

promised that "certain social service activities are 
to be exempted". But they do not include the home 
1-elp service, or meals on wheels. 

In fact a 1984 DHSS review of personal social 
services called for increased privatisation of the care 
of children and pensioners. 

Home is what you make it 
Council rents, says Nicholas Ridley (7.11.86), 
should be nearly doubled. 

The average local authority rent is £16 a week. 
We think the economic cost of those houses is £28 
a week, and the private sector would need to let 
that house at £30 a week if a good landlord with 
ordinary finance is even going to cover his costs, 
let alone much of an element for profit. 

Housing Minister John Patten goes further: all 
cc uncil houses should be sold or pushed into private 
management. 

Responsibility for the homeless will be contracted 
out. 

Housing authorities will be scrapped and replaced 
by private landlords, home owners, co-operatives 
and housing associations. 

The government has already taken powers to pass 
control of housing from elected authorities to urban 
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development corporations. 
Even in Scotland, where more than 40 per cent 

of houses are publicly owned, Housing Minister 
Michael Ancram has spoken of "taking power to 
accelerate the process of sell-offs". 

Housing investment has been slashecl by almost 
three-quarters. In 1979, 66,((X) council houses were 
built in England and Wales; last year the figure was 
down to 18,000. By the end of the decade it will be 
down to zero — another Thatcher "success". 

These policies are being pursued against a 
background of record house prices and mortgage 
interest rates. 

A six-fold rise in mortgage arrears has been ac-
companied by an increase of just one third in loans. 
The number of homes repossessed has risen tenfold 
since 1979. 

All this should be considered against the pledge 
made in the 1983 Conservative Manifesto: 

Our goal is to make Britain the best housed nation 
in Europe. 

6. LEARNING THE 
HARD WAY 

I would like to do an experiment on education 
vouchers. 

Margaret Thatcher, July 1982. 

For all that they talk of improving state education, 
the Tories are more interested in expanding private 
education. 

Privatisation of schools is more than a dream. 
Under Education Secretary Kenneth Baker, it is 
becoming a reality. And not just because six per 
cent of Britain's children are now wholly in the 
private sector. 

Mr. Baker is already establishing privately 
backed city technology colleges which will create 
two-tier education within our towns and cities. He 
wants polytechnics run by business, and universities 
nade dependent on private cash. Already the gov-
ernment plans to take direct control of polytechnics 
and large colleges, without reimbursing local educa-
t:on authorities. 

Mr. Baker is a "wet", while the lower tiers of the 
Education Department are dominated by the 
privatisation fanatics. According to Under Secret-
ary Bob Dunn: 

The ultimate target should be schools which were 
independently run, whether or not they were inde-
pendently owned, each responsible for its provi-
sion and the costs of that provision. 

Schools minister Angela Rumbold, part of the 
No Turning Back group of Conservative right-wing-
ers, favours nothing short of a voucher system, 
ard a free market in education. 

Lest such views be dismissed as unrepresentative 
(even coming from an Education Minister), in Sep- 
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tember 1982 the Cabinet discussed a thinktank re-
port on ending free state schooling and higher edu-
cation. 

And a year later, Tory ministers in the Family 
Policy Group looked at ways of helping parents set 
up their own schools. 

Just last March a confidential paper prepared for 
Conservative Central Office suggested that state 
schools should be sold off to private companies. 

And we all know Mrs. Thatcher favours vou-
chers. 

The great debate 
It is of course true that these proposals are not new, 
just part of a continuing debate between those 
Tories who, like Rah Butler, favour a proper system 
of state education and those on the lunatic right. 
Only it appears the lunatic right will continue to 
gain ground. 

The Hil!gate Group, which includes Baroness 
Cox and Prof. Roger Scruton, proposes that all 
state schools should be pushed into the private, 
charitable or voluntary sector. 

Their document, Whose schools: a radical policy, 
claims that local authorities have "a standing ability 
to corrupt the minds and souls of the young". It 
argues for the centralisation of education under a 
new inspectorate, thus, presumably, transferring 
the "ability to corrupt" from democratically-elected 
local authorities to a democratically-elected Con-
servative government. 

Stuart Sexton, political advisor to former Educa-
tion Secretary Sir Keith Joseph, wants to go further. 

Schools would be free to charge what they want, 
and parents would have to top up the price of their 
children's education if they run short of vouchers. 
The vouchers themselves would be taxable, worth 
no more than /750 a year for primary education 
and £1,250 a year for secondary schooling. 

Even the Conservative Education Association 
views the proposals as "practically hopeless" —"rad- 

ical ideas that have very little relevance to the every-
day experience of those involved in education". 

Lest Kenneth Baker be thought too far removed 
from the fanatics, in 1979 when individuals now in 
the Hillgate Group called for abolition of ILEA, it 
was he who produced the report that made abolition 
Tory Party policy. 

In the meantime, according to the government's 
own white Paper, the number of school places lost 
under the Tories will top half a million by 1990. 

And while more and more taxpayers' money goes 
to support the private sector — now /64m a year on 
Assisted Places — spending on state education has 
fallen by £400m in real terms since 1979. 
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PROFIT 

I do not believe that services should he free. 

Junior Health Minister, Edwina CUrrie, July 1986. 

Slowly but surely, government ministers are moving 
Britain towards a health service where the care you 
receive depends on the health of your bank balance. 

Such a privatised service would not bother Mrs. 
Thatcher. She always uses private health care. 

No Turning Back, a group of Tory MPs with 
ministers as supporters, want: 

Caring for profit, with the highest bidder per-
forming operations and providing services. 

Major tax concesssions for private medical insur-
ance. 

NHS hospitals sold off to private health-for-profit 
companies. 

Private "management teams" to run NHS hospi-
tals if they cannot be sold off. 

Candidates for privatisation under a third term 
of Conservative government include: 

Contracting out the treatment of NHS patients to 
private hospitals. 

Paying the private sector for use of equipment by 
the NHS. 

Subsidising the treatment of private patients in 
NHS hosptials. 

Allowing private operators to run geriatric care 
for the NHS. 

Allowing private hospitals to use NHS staff and 
equipment, sometimes free of charge. 

Selling off NHS land and property. 

Subsidising private patients through tax conces-
sions. 

HMO: how they do it in the US 
Last April the government published a Green Paper 
making glowing references to the American system, 
particularly to Health Maintenance Organisations 
(HMOs). 

HMOs are (often large) centres that provide a 
whole range of health care services — from dentistry 
to surgery to psychiatry — often on one site. Most 
zentres are run by a few large companies that com-
?ete against one another for patients, as Sainsbury's 
'Jr Safeways compete for customers. 

People enroll with an HMO to provide them with 
all or any of the health care which they might need 
in the next year. This is normally done by their 
employers — for those in work, of course. 

It's like taking out insurance — if the person gets 
sick the HMO provides treatment; if one HMO 
chain raises its prices people are free to join another; 
if the person stays healthy they have paid their pre-
mium all the same, and so the HMO makes a profit. 

The last point gives the clue to who would be the 
EMO's favourite customer: someone who is 
young(ish), well-paid, well-housed, well-fed and 
barring accidents unlikely to fall ill. 

Those who are old, poor, chronically sick or di-
abled — just the ones who need treatment — would 
of course be a loss-making customer, and it is pre-
cisely such people that the American HMOs tend 
to discourage from enrolling. 

26 27 



MAKING A HEALTHY PROFIT 

Just what the doctor ordered 
Some of the government's plans for the services 
provided by GPs, dentists, opticians and chemists 
are spelled out in its document Primary Health 
Care. 

It expresses the hope that "privatle primary care 
services will develop"; suggests that .GPs should be 
able to charge their patients for medical checks; 
discusses how to encourage commercial health care 
"shops"; and says the government might consider 
getting the NI-IS to foot the bill. 

Doctors would earn more if they perform "bet-
ter" - according to a "performance review" which 
may cover "prescribing patterns and hospital refer-
ral rates". In other words, GPs may be rewarded 
for prescribing fewer or cheaper drugs and for send-
ing people to hospital less often. 

The government says it would welcome the views 
of "interested parties" on whether medicines are 
available only on prescription, and whether they 
are bought from chemists or from any sort of shop. 
In other words, more types of drug may be 
privatised by taking them out of prescription-only 
group and insisting that people pay what the market 
will bear. 

8. REDISTRIBUTING 
POVERTY 

I see the extension of the VAT base as an essential 
part of the Budget strategy and a necessary 
counterpart to the reduction of income tax. 

Chancellor Nigel Lawson, March 1984. 

A poll tax is fair only in the sense the Black Death 
was "fair": it is indiscriminate, striking young and 
old, rich and poor, employed and unemployed 
alike. 

Tory Reform Group, September 1986. 

Incentive is a cornerstone of the Thatcher 
philosophy. The rich need the incentive of getting 
richer. The poor need the spur of their poverty to 
escape it. 

While the rich enjoy tax cuts, the poor will pay 
for them in VAT rises on essential goods. Children's 
clothing, food, lighting, heating — even funerals 
— are threatened. 

Government proposals mean that the bulk of tax 
may be raised by indirect VAT taxes on purchases. 
Mrs Thatcher has been absolutely clear in her view 
that increased VAT is the key to low taxation. 

At the same time, the richest few who have bene-
fited most — by around £12bn — since the govern- 
ment came to power, can expect further tax cuts. 
Already top rates have gone from 83p in the pound 
to 60p. 

Hardest hit would be the sixteen million people 
on low incomes for whom the government's re-
sponse to ever-rising poverty has been to increase it. 

A third Tory government would return Britain 
to a Poor Law state: 
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Benefits for the unemployed would be cut further 
and made subject to stringent tests. And the 
Ministerial Steering Group on government 
strategy has discussed privatising the National 
Insurance system — forcing people to take out 
their own insurance against unemptloyment. 

Child benefit — already cut in' value — would 
again be at risk. 

Private pensions, already promoted under the 
present regime, would increasingly replace state 
support for old age pensions. So far the pension 
has fallen from 21 per cent of average earnings 
to only 17 per cent. It could fall as low as 10 per 
cent. 

No Conservative told the country in 1983 that 
they would immediately after the election impose 
a social security review. 

There was no manifesto commitment to abolish 
the death grant and the maternity grant — but they 
have been axed. 

There was no threat announced to the state earn-
ings-related pension scheme — but it has been un-
dermined. 

Heating additions went unmentioned — but they 
will go in 1988. Additional needs payments were 
not mentioned in the manifesto, but are all to go. 

No-one said that the Tories would set up a Poor 
Law fund to replace emergency payments — and 
that claimants would have to beg and borrow for 
essential household goods. 

Already their policies for 1988 mean: 

The removal of around 2m households from 
housing benefit. 

The removal of around 600,000 households, 
mainly pensioners, from supplementary benefit. 

An extra 20 per cent community charge burden 
on the poorest who currently pay no rates. 

Among proposals made by the Conservative 
Central Policy Review Staff in 1982 was one to 
reduce public spending by refusing to allow benefit 
to rise in line with inflation. 

During the social security reviews a number of 
proposals were put forward by Tory thinktanks 
lose to the prime minister. Within days of a Tory 

election victory, they would be fighting their way 
back on to the political agenda. 

Unemployment benefit phased out, or restricted 
to the first six months. 

The end of all cash benefits for unemployed teena-
gers. 

Further erosion of the state earnings-related pen-
sion scheme. 

Abandonment of Wage Council protection for 
three million workers. 

The Conservatives make no secret of their desire 
to cripple trade unions; the prime minister is on 
record as saying she longs for a world without 
unions. 

The objective of the exercise is not only political; 
according to Sir Geoffrey Howe it is to promote 
"the long-term lowering of real wages". 

The inspiration for anti-union legislation is the 
writings of Prof F. A. Hayek, whose work Mrs 
Thatcher greatly admires. His argument is that un-
ions are "monopolies" which use their power "in 
a manner which makes the market system 
ineffective". 

Keep it in the family 
These moves signal what the Tories call their "fam- 
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ily policy" — proposals to force parents and 
families, no matter how poor they are, to take full 
financial responsibility for the old, the handi-
capped, the sick, and the young. 

Proposals of the Family Policy Group of 1983 
which have yet to be legislated include: 

Measures to compel and encotirage mothers to 
stay at home, to reduce working mothers in jobs. 

An attack on provision in the community for the 
elderly, the sick and the disabled. 

The group actually asked: 

What more can be done to encourage families in 
the widest sense, to reassume responsibilities taken 
on by the state, for example, responsibility for the 
disabled, elderly, unemployed sixteen year olds? 

Their document ignored the fact that 90 per cent 
of the elderly, nearly 100 per cent of the young, 
and most of the sick, out of hospital, are cared for 
by relatives and families. 

And it spearheaded an attack on the income of 
single parents: 

Do present policies for supporting single parents 
strike the right balance between ensuring adequate 
child support to prevent poverty and encouraging 
responsible and self-reliant behaviour by parents? 

It called for lower benefits for the poor: 

Redefining the lowest possible income by deter-
mining a new "minimum" safety net for welfare 
needs. 

It wanted to pass the buck to charities: the pre-
sent EEC arrangements for food distribution would 
become the norm rather than the exception — with  

the Salvation Army rather than the DHSS respon-
sible for meeting the welfare needs of the old and 
the poor. 

Poll-taxed 
Tories talk of reducing the tax burden. Yet under 
the new poll tax being introduced in Scotland, and 
with a third term set for England and Wales, the 
rich lord in his castle pays exactly the same tax as 
the poor man in his cottage. 

Someone on £100 a week will pay exactly the 
same tax as someone on £2,000 a week. 

Couples now paying £1,250 in rates because they 
have a large property will pay only £550 — while 
a council house couple now paying £375 will pay 
the same £550. 

Everyone, no matter how poor they are, will pay 
the tax, at anything between £1 and £5 a week. 

Young people on YTS will be eligible. 

Students who receive no grant or contribution 
from their parents will be obliged to pay up. 

Pensioners on no more than £30 a week, and 
unemployed men and women on no more than 
£29 a week, will be forced to pay. 

Even the homeless living in temporary hostels 
will not be exempt. 

The government says that the poorest will have 
to pay around 20 per cent of the tax. The truth is 
that it could be as high as 80 per cent. 

REDISTRIBUTING POVERTY 
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9. FOOTING THE BILL 
FOR TRIDENT 

If you say to me, would it do harm to reduce the 
defence budget by seven per cent, I would think 
that is an unthinkable denial of resiources in the 
defence budget. 

Michael Heseltine, then Defence Secretary, May 
1985. 

The Tories present themselves as the only party 
with the policies to maintain Britain's defences. But 
the figures don't add up. 

Real funding for the defence budget for the five 
years from 1984/85 is to be cut by 7.8 per cent. At 
the same time they intend to increase the proportion 
of this declining budget being spent on Thatcher's 
nuclear illusion. 

Half the £10bn Trident cost will be spent in the 
US on American jobs and ballistic missiles. 

The staggering cost of an independent nuclear 
deterrent means that conventional defences — the 
Army, Navy and Royal Air Force — will continue 
to be cut. 

Conventional spending will drop by 12 per cent 
by 1989/90 — and the frightening result is a cut of 
one third in spending on all new non-Trident 
equipment. 

And this does not even take into account the 
planned defence spending review that will follow a 
third Thatcher victory. 

Britain's air defences will continue to be run 
down. For the next six years the nation's defences 
are dependent on a tiny force of obsolete propeller-
driven Shackleton warning aircraft, with primitive 
detection equipment. 

The debacle over Westland that cost the jobs of 
two cabinet ministers will cost many more. Massive 
redundancies are the fate of Westland as the govern- 

FOOTING THE BILL 

ment fails to give the firm sufficient helicopter 
orders. 

Already, Tornado jets desperately needed by the 
RAF have been sold off to Saudi Arabia to help 
balance the defence books. 

But the Royal Navy has so far borne the brunt 
of the economies needed to pay for Trident. Under 
the Tories, the 50-frigate navy will not be main-
tained. Jane's Defence Weekly fears at least four 
frigates will go. 

Cuts in vital conventionally-armed submarines 
are planned, and insufficient new ships will be built 
to replace our ageing navy fleet — Britain's de-
fences will increasingly depend on out-of-date ships. 

Remember the Falklands? 
Tory MPs are among those frightened by the run 
down of the merchant navy. They voice their fears 
a: every opportunity in the Commons; senior Tory 
MP Edward du Cann has warned: "We could not 
n-ount another Falklands operation now if we 
wanted to". 

The army will not escape unscathed. Both man-
power and material will be sacrificed to pay for the 
Polaris replacement. 

Yet all these economies may be in vain. President 
Reagan has already proposed a global ban on all 
ballistic missiles. So we would have to cancel 
Trident. That is why Mrs Thatcher is cool in her 
support of superpower deals to reduce the world's 
nuclear arsenal. She is determined to keep the 
British bomb, regardless of what the Americans 
ani the Russians do. 

linder the Tories, Britain will continue the exist-
ing policy of using nuclear weapons first in war. 
Only last year Mrs. Thatcher supported plans to 
reintroduce chemical weapons to Britain. 

While the rest of the world moves in one direction 
— towards peace — Mrs. Thatcher blindly marches 
in the opposite direction. 
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A RECORD TO BE 
PROUD OF 

Margaret Thatcher goes into a general election with 
this message for her MPs, candidates and sup-
porters: "Fight with pride. Fight on our recdrd". 

Stick with her vision, her supporters tell us, and 
we will be rewarded with "that little bit of heaven 
on earth" — Thatcher's Britain in the 1990s. 

She is dedicated to her vision, proud of the way 
she has fought for her people. 

Proud of her record on the Health Service. 
Proud of the crippling of local government and 
trade unions, 
Proud of her record on unemployment. 
Proud of the North-South divide. 
Proud of a devastating rundown in our schools. 
Proud of a housing crisis. 
Proud of low spending and low taxes. 
Proud of privatisation. 
If these are Mrs Thatcher's successes, then 

Britain must beware a third term of her rule. 
For surely, after so many years of success, failure 

must be lurking round the corner. 
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FROM: A ROSS GOOBEY 

DATE: 28 APRIL 1987 

CHANCELLOR OF THE EXCHQUER 
cc Chief Secretary 

Financial Secretary 
Economic Secretary 
Minister of State 
Mr Cropper 
Mr Tyrie 

1983 SMEARS 

 

I have trawled the newspapers of the 1983 campaign for the 

useful quotes, particularly in the light of "The Real Conservative 

Manifesto". I have also appended one or two Liberal/SDP quotes. 

9th May 1983 - David, now Lord, Basnett: 

"Another four years of Thatcher means further rises in 

unemployment, further cuts in living standards, the 

destruction of British industry and the abandonment of the 

welfare state". 

8th May 1983 - Denis Healey: 

"Every government since the Second World War had entered 

office saying it would not have an incomes policy, but every 

government had finished with nne produccd hugger-mugger in a 

crisis". 

10th May 1983 - Michael Foot: 

"By the end of the year ... inflation will be up, unemployment 

up and the balance of payments will be in a serious 

situation". 

14th May 1983 - Neil Kinnock: 

"Unemployment will soar to six million if the Conservative 

Party win a second term of office". 

17th May 1983 7/0 nis Healey: 

"Ano a Co er ativ t rm would resu in a 

lion 	ploy d" 
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• 	19th May 1983 - Denis Healey: 
"The CPRS report showed that Ministers were lying when they 

said unemployment would not reach 3 million, the report had 

warned them that it would". 

22nd/23rd May 1983 - Draft report of NEDC. 

Michael Foot and Neil Kinnock charged that the report was 

"suppressed". 

Neil Kinnock (22nd May): 

"The Government has been told by the NEDC that under present 

government policies the slump in Britain could and would only 

get worse". 

29th May 1983 - Gwynneth Dunwoody: 

The Government will "sell hospitals to the private sector; 

allow the private sector to run geriatric care, use the 

private sector to cut long waiting lists; allow the private 

sector to buy specialised NHS facilities". 

"We should expect a new Tory government to begin its work of 

dismemberment by November." 

30th May 1983 - Denis Healey on an 8-page "secret manifesto': 

"Unemployment will continue to rise requiring tax Lises or 

further spending cuts. There is little doubt that they will 

opt for the second course although they may be forced to do 

the first as well". 

The Government would "end statutory redundancy payments; stop 

increasing old age pensions in line with the cost of living; 

Cde-index the pay of public servants like nurses and policemel 

They will replace National Insurance benefits with private 

insurance except for means-tested supplementary benefit. 

"They will means test child benefit or scrap it altogether, 

and it is proposed eventually to turn over the whole education 

system, like the health service, to private insurance-based 

provisions". 
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30th May 1983 - Roy Hattersley: 

"Public money will finance private medicine and there would be 

asset-stripping by private medicine which would secure NHS 

services at cut-price rates". 

3rd June 1983 - Michael Foot: 

"The Tories offer no hope of unemployment falling". 

5th June 1983 - Peter Shore publishes Treasury discussion 

papers on public expenditure. 

6th June 1983 - Denis Healey: 

"Mortgage interest rates would rise immediately after the 

General Election if the Conservatives win". 

"Growth in 1984 will be less than 2%". 

"Without North Sea oil the economy would collapse". 

Peter Shore: 

"We are in for yet another 1.5 million increase in unemploy-

ment and frankly that's a (sic) minimum conservative estimate 

that anyone could give". 

Denis Healey: 

"No railways at all in Cornwall, Devon and Somerset, no rail-

ways at all in Wales except for Cardiff and none in Scotland 

north of Glasgow and Edinburgh". 

And after the election: 30th June 1983 - Peter Shore: 

"Reducing income is at the heart of the Government's strategy 

for loss of competitiveness is a real and sustained attack on 

the living standards of the nation at work". 

As for the Liberals and SDP: 

16th May 1983 - Roy Jenkins: 

"If Mrs Thatcher stays in office, Britain would become like 

Jaruzelski's Poland". 

1 
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• 	9th May - David Steel: 
"The reason Mrs Thatcher has had to go now is that things are 

going to get worse". 

18th May - David Steel: 
"The latest production figures show just how weak are the 

Government's claims of an upturn. We are clearly stuck on or 

around the bottom". 

20th May - David Owen: 
"The Government has 

claimed (on inflation) 

people on to the dole 

bought at the price of 

price to pay". 

bought the short-term success that they 

by throwing well over two million 

queues. A temporary drop in inflation, 

trebled unemployment, is too high a 

A ROSS GOOBEY 
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FROM: A G TYRIE 
DATE: 29 APRIL 1987 rkif 

CHANCELLOR cc Chief Secretary 
Mr Cropper 
Mr Ross Goobey 

LABOUR'S REAL MANIFESTO 

I am helping John Deans write the real Labour Manifesto, 

unattributably of course! He won't get it written in 

time for tomorrow so I expect it will appear on Friday. 

In the meantime I think it best not to feed the idea 

to other newspapers and let Deans have an exclusive. 

kuc • 

A G TYRIE 
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PERSONAL AND CONFIDENTIAL 

FROM: A G TYRIE 
DATE: 5 MAY 1987 

CHANCELLOR cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 

WORK IN HAND ON THE OPPOSITION: UPDATE 

There is a danger of over-egging the costings pudding. But 

reading Hattersley's latest book over the weekend, it is 

clear he is worried that the costings exercise has tarnished 

his efforts to restore credibility to Labour's economic 

policies. 

Labour  

Key Statistics for Labour Campaigners  

I sent you a draft briefing note immediately after 

Easter giving a factual response to each of Labour's claims. 

You thought a different document would be more useful, giving 

Our best bull point in each of the areas Labour cited. 

Alastair Ross Goobey is preparing a note. 

Jobs and Poverty Packages  

I attach a note which sets out numbers which we could 

issue for the cost of these packages. Barry Kalen's help 

has been invaluable in preparing this. 



The poverty package numbers are pretty robust. You 

will notice that the table lists only the basic three items 

here. It ignores the fact that Kinnock thinks a disability 

scheme is part of the poverty package and Meacher thinks 

that a winter premium is included. 

The jobs package is more problematic. On the basis 

of Labour statements about the jobs package 	 the 

attached list is the closest we are going to get to a robust 

figure. Although vague references are made to the items 

on this list in "New Jobs for Britain", (to which Labour 

are committed to implement as part of their emergency 

programme) only by cross-referring to other sources can 
;11.. Sent4.C.A&A-6 

• • 

	 firm numbers be calculate 	I attach the extracLs from 

the worksheets on the £34 billion exercise which give the 

quotations from "New Jobs for Britain", and backup sources. 

If pressed during the campaign these are the sources you 

would point to. 

5. As you know, Kenneth Clarke has flown his own kite 

and issued figures of £10 billion (first year) and £19 billion 

(third year) for Labour's jobs package. This was unfortunate. 

I have seen DE's calculations and we cannot possibly use 

them. They are not compatible with the methodology of the 

£34 billion in many respects. I have asked his office not 

to allow the figures to be used again. Fortunately they 

obtained little, if any ,coverage. 	Conveniently the table 

I am suggesting adds up to £10 billion, like Mr Clarke's 

first year figure. 



• 
Handling  

Perhaps the best time to issue a 'grand total' for Labour's 

emergency programme would be immediately after the publication 

of their Manifesto, which is almost bound to tegurgitate 

the same proposals. The Labour leadership will try to deflect 

attention from their other pledges by pointing to this 'modest 

package, costing only £10 billion' etc. By claiming that 

the programme would cost 50% more 	 we might be 

able to force Labour on to the defensive right at the start 

of the campaign. 

I suggest a simultaneous press release from Norman 

Fowler and Kenneth Clark (or Lord Young) with a speech by 

the Chancellor or Chief Secretary issuing the £151/2  billion 

"grand total" for the emergency programme. Of course all 

this is contingent on the contents of their manifesto. 

Alliance  

Redwood  

John Redwood left a message to say that he has persuaded 

Messels to do some work on Alliance costings. With luck 

they will issue a figure shortly. I think this is by far 

the best solution to the tricky problem of Alliance costings. 

Education  

The DES' work on costing the Alliance's education 

policies has been completed. They came up with a figure 



• 	of £5 billion. Brian Gilmore has seen this work and tells 
me that it is not reliable for us to put our name to. 

David Owen on Social Security  

10. DHSS have now costed Owen's speech in the House on 

6 April, attached. They estimate it at £3 billion. Treasury 

officials and I have seen the basis of these calculations. 

They do not seem to contain any howlers and the methodology 

is broadly (though not exactly) the same as that used for 

the £34 billion exercise. I think we can give the go-ahead 

to Mr Fowler/Mr Major to issue a 'DHSS costing'. 

A-c5-7 



ITEMS IN THE MAIN COSTINGS CORRESPONDING TO LABOUR PARTY'S JOBS • 	PACKAGE AS SET OUT IN "NEW JOBS FOR BRITAIN" 
Item number in main costings 	 £ million 

Economic Enterprise (excluding cuts in NICS)  

Increase industrial support by 50 per cent 	 620 

British Investment Bank 	 50 

670 

Capital Investment and Infrastructure  

Energy conservation 	 130 

Energy - power stations/acid rain 	 680 

Water and sewerage 	 270 

Railways 	 280 

Housing - new build 	 2700 

Housing - rehabilitation 	 310 

Roads 	 370 

14. Schools: buildings 	 170 

4910 

Raising the Quality of Services  

(Public service employment), plus parts 	 344o 

of 16, 17 and 32 (see note 2) 

Training for Skill  

Training for adult unemployment 
	

720 

Training for young people 	 310 

Job Release Scheme  

Job Release Scheme 	 310 

TOTAL (excluding cuts in NICs) 

10360 
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Notes  

1.The Labour Party's proposed NIC changes are not a public 

expenditure measure, and are not included in the £34 bn or 

this table. This is something up our sleeve if Labour say 

we have exaggerated. 

Item 10 of the main costings nets off 73,500 jobs from 

items 16, 17, and 32, and so comes to a cost of £2600 million. 

In this table these 73,500 jobs are added back, to get to 

the Labour Party's 300,000 jobs for this part of the package, 

and costed at the same average public service pay cost as 

the remaining 226,500 jobs. 

The Labour Party's own costings were given in Mr Gould's 

Press Notice accompanying "New Jobs for Britain": 

Emillion 

Economic Enterprise (including cuts in NICs) 	1000 

Capital Investment and Infrastructure 	 1900 

Raising the Quality of Services 	 2000 

Training for Skill 	 800 

Job Release Scheme 	 200 

5900 

The Labour Party's costings are net of the benefit 

savings and tax flowbacks from the claimed increase in 

employment. Our costings only net off benefit savings from 

the Training and JRS items, which are targeted directly 

at the unemployed, but assume that fewer people will in 

fact be taken off the register than Labour claims. 



• LABOUR PARTY "POVERTY PACKAGE" 

 Increase retirement pension by £5 for single 

£ million 

people and £8 for couples (included in item 23) 2800 

 Increase child benefit by £3 per week 

(item 22) 1950 

 Pay long term scale rate to the unemployed 

after a year on benefit (item 29) 570 

5,320 

Note  

1. Items above costed by Labour Party at £3600 million, 

excluding means-tested and linked benefits. Above costings include 

raising these benefits in line. 



• 
Increase industrial r,upport by 50 per rent. 

SOUK, 41t; I) IF I L. 	stA 	ttA 

At-u‘4..L 	 r  
4.4.1 ,f- 	e-1.4.4A471, 

c" IL 4t, 
ASSUMPEJONH 

PRICL. AND movionN BA) I 
.• 	. • - - • . 	. • 	, 	• 	•-• • • ..•• • 	• 

YFAR/DTHLR 

TIMESCALt 

11111..ICA1 IONS I DR 	R 	 S 
-----_-_-_-_-_-_-_-_-_--_-_-___ 

'OVERLAPH 

ew Jnhs for Rritain"(March 19EU) 
his will. require direct investment in new plant and technotgy." 

Jihn f-tuith in iribune, H November 19851 
the whole industrial support system and the various schemes 

hat used to support industry. Now quite clearly there has got to 
e an enormous expansion of that 	U50 per centl at least and 
more." 

Cost is calculated by adding 50 per cent tn the 1905-A6 estimated 
nut -turn in the PEWP and then deductiny the White Vaper provision 
For 190Y-11H. 

£610 million. 

19(17-88 pt White Paper prizes. 

Full Year. 

Full annual cost assumed in first year. 

None. Assumeitto he part of "Economic Enterprise" component of 
"New Jobs for Britain". 

None. 

' 	• 

COMMEN15 None. 
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rutittitIAL . A British (nvestment Onok. 

1 
"New Jobs for Britain" (March 19E17) (Economic Enterprise Section) 
"We shall also...establish rww institutions such as the British 
Investment Brink to help provide the investment we need." ' 
"Investing in Peopte"(February 1YO7) 
"Labour wants to set up a British Investment Bank to provide 
industry with tong term loans so it can invest in modern machinery." 
Also:Speech by Roy Hattersley 17/5/95. Labour Party announcement 
19/9/S5 
Interview with Roy Hattersley (Financial Times 19/9/06) 
"Britain ... lacks an institution which offers substantial 
amounts of medium and long term credit - very often at 
preferential interest rates to special category customers." 

Assumed that £2 billion lent in year one with 4 percentage points 
subsidy on 60 per cent of loans. 

ASSOMPTIONS USED 
------------ 

COS1 	 C2 billion x 4 per cent e f150m x 60 per cent = £40m in year one. 
Rounded to C50 million. 

PRICE AND PROVISION BASIS 	 No provision presently emists for a BIS. 
•- • •.•••-••••.. • ••••,•---.•-••••••••.-• 

FULL YEAR/OTHER 	 First Year 

TIMESCALE 

IMPLICAlIONS !AM oliniz PROGRAMMES 
-.^.•..---•••• 	._. • • ••-•--• •-•••• ••• •_ •..-.•-•••_ 

OVERLAPS 

COMMUN1S 
-------- 

CONUACT POINi 

Establishment Of BIB may reduce take up under Loan Guarantee 
Scheme and Business Expansion Scheme or may oven render 
either or both of these schemes redundant. No allowance for 
either of these possibilities is made in the costing. 

Cost of BIB would build up In future years as loans fail to 
he repaid. Likely rate of default is inevitahly speculative. 
At best, BIB would duplicate work of existing financial markets; 
at worst - and more likely - would expropriate taxpayers' or 
pensioners' money to divert into doubtful projects which 
would not pass normal commercial viability test. 

R Nolan 	(AE 3 	99/0 	x4632 
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Energy Efficiency Progrnmm., 

1 1 1 

UIVIRCC.:: -4 DAVE 
— 

T1881IMPTIONS IISKO 

"New Johs for Britain" <March 1981) 
"A programme to insulate the 90 per cent of the 1.2 
million households in receipt of housing henef t which 
lack these advantages fie insulation] would provide 
important social benefits and better living conditions, 
11iAVPi energy, stimulate industry and create thousands nC 
jobs at relatively low cost." 

a) Households in social groups D and E not insulateri to 
current recommended levels (not confined to cost-
effective insulation) e 6.7m. 
I') 	 No of households* 	Average cost/job 	Total cost 

Lofts 	 2m 	 £175 	 f350m 
Hot water 	 4.2m 	 ft() 	 f..420 

cylinders 
Draught proofing 5m 	 f55 	 C2.75m 

.---- 
total 	 Willa 

(* overlap where more than one form of insulatiDn). 
Assumed that proposal does not cover cavity well insulation 

(not currently provided for under community insulation projects). 
This would add further 3.8m households to the 6.7m estimated above. 

A notionally co-ordinated programmed of insulation might possibly 
I e able to achieve some reduction in costs eq. by savings in cost 
of materials. 

C118 

PRICE AND VINIVI811iN BA818 
1 

YLAR/011WR 
•• •- 	• 	• 	• 	_ •. • 	• 

f.667m over 5 year; = £130m 

1987-80 

full IA,?ar 

u.:!ar plan. 

IMPLICAIION8 I OR OIHLR PROORAMMED 
•• • •_. •-. 	•• 	•• 	 . • 	•• . 	•. •• • -• • 

OVIRLAPC 
-•-• 	• •• • . 

COMMUNI8 to,sumed to superrede proposals for "a national programme of home 
I nsulation Efor the elderlyl, mentioned in the Wreedom and rairness' 
campaign pack (22 April 1986) and for f525 million over four years 
energy conserv4tion programme proposed In 'Reconstruction of Britain" 
(Octoher 1981), endorsed in "A New Partnership, 4 New Britain" (1985). 

Ms 8 E Burton 	PK I. 	2//1. 	x4/91 CONTACT POINT 



PROrplIAL 	• 
	 Energg: powr-r stations and nciri rain. 

SOURCED DAIL "New Jobs for Britain"(March 1987) (Infrastructure section) 
"We also need a major programme for the construct inn of new coal-fired power 
stations and, from the viewpoint of both energy efficiency and pollution control, 
we must refurbish and desulphyrise existing plants." 
'Investing An People"(February 1907) 
"laboue is committed to meeting the EEC standards, and calls for a reduction 
of acid rain by 30 per cent by 1993... In future we will develop cnat And 	- 
alternative energy sources, such as wind and wave power, instead of new nuclear 
power stations. And we will slowly phase nut the existing nuclear power stations 
while preserving jobs and energy supply. Radioactive discharges into the sea 
must stop, os must the present search for sites fnr low and intermediate level 
waste. Sefedumping will not he resumed. We need a mojor scientific inquiry into 
waste disposal." 
NEC statement to 19146 Labour party conference - "4 much enhanced research and 
development budget for the novel snurces of energy." 

lic:n "cost" below. 

 

OLE 

womptrow; 

 

COSI 
	

hLn EXPLNDLIURE 	 t million 

Full year effect 	Remarks 

a. End Cwit reactor 	 -70 	 Programme currentio 
research 	 financed partly by CLUB 

I,. More research on 
nuclear wsste disposal 

c. More research on 
renewables 

FlEtTRYCllY INDUSTRY CAPliAL 

+60 

A.A9 

EXPENDITURE 

Full year effect 

0ouht current levet 

Remarks 

a. Control power station 
emissinns to reduce by 30 
per cent by 1993: 

Sulphur dioxide 

Nitrogen oxide 	 4.tiO 

h. Storage not disposal of all 	000 
radioactive waste 

c. Replace nuclear power 	 +Kw 
stations with coal. 

11)1 AL. COSI 
	 c600 million 

Vstimates net off this 
Government's commitments. 
7imotahle difficult to 
nchiev. 

Net of eont of building 
disposal site now planned. 

Assumes nuclear stations 
are retired as quickly as 
consistent with construction 
of new coal capacity. All 
existing statinns shut by 2000 



InervIts.notd) HEM.  4 (contd) 

PRICE AND PROVISION BASES 

FULL YEAR/OtHCR 

11MLSUALL 

1907-EH 

Futl year 

Average capitol spend (for electricity industry) over period to 1992-93. 

1M11 ICAlIONS 	01HLR PROOkAMMES 
..-------- 

OVERLAPS 

IOMMUNIS 	 Would have effect of incr,.1851n,j EM running costs- and would imply Increase in 
in electricity prices by about 5 pr cent by 1992 and about 15 per cent by 2000. 

CONTAL1 P1%IN1 	 Mrs P Diggle 	PE 1 	29A/1 	47114 
- 	• 	. • ••••••...• 

-1 
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Investment in water and sewerage systems. 
• •• 

4'5 

WIIRCT AND DAIL 

ASSUMPTIONS USED 
_ 

C051 

PIT1CL AND 1111W) (IN DA51S 

RILL YEAR/OTHER 

"Now Jobs for Britain"(Marrh 19)37) (infrastructure section) 
"Our programme nets out policy for...substantially improving the 
notion's ... water And sewage systems." 

Alsn "tnvesting in People"(February 193/) 
"Labour is committed to the investment needed to ensure good quality 
sewerage and water supply." 

Also "The Reconstruction of Britain" - IOC 19H1 updated in "Public Investment 
in the Economy" - TUC 1904 and endorsed in "A new Partnership, a New 
Britain" (T(IC/Labour party (Augus-:. 19)35) 
"Over 5 years a partial replacement programme could cost £1,000 
million." 

On the EFL effect; that none of the extra investment in foun'j by 
increased internal resources i.e. from higher profits or generally 
available grants. 

£1,326 million over five years or £265.3 million per annum on the La.. 
Rounded to £2/0 million. 

Original figure was £1,000 millioo over 5 years (19(11/02 price level). 
Uprated to 1901-0)3 prices. 

Full Year. 

T1ME5LATE OVER WIllEll EXPLN011UHE AtSUMED TO BUIID UP 	Assumed that expenditure is equal in all n years. No indication to 
assume otherwise. . 

1MPI1CATTON5 FOR 01 III PROORAMMTS 
....•••-.-^• ••• ••••••-•.....••• •-.•-_-...-.--• •-•_ 

TUC claims this programme would demand 5000 construction jobs. To the 
extent that these are filled by the currently unemployed, the social 
security programme should benefit. 

None. 

The previous estimate of £250 million n year for the cast or this policy 
was based on the £1,000 million uplifted by 25 per cent ( a Central 
01'fice assumption) to current price levkls. 

   

CONTACT POINT 
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M4jor investment in the railways, including full main line 
electrification. 

U111112CL'-  -1) OA rf: 

ASIOIMPI(Othi 

"New Jnbs for Britain"(March 1967) 
"Our programme sets out policy for...substantially improving 
the nation's rail netwnrks," it also mike s sense to invest 
in 	the modernisation of our rail network."(Infrantructure 
section/. 

"Investing in People"(February 1907) 
"Labour is also determined to maintain and improve Britain's 
rail network, and will commit a major investment programme, 
Inc luding full main Ilue_saelltri,,ication." 

Also "Fresh Directions"(March 196)) 
"British Rail's investment plans will be boosted by an updated 
replacement programme for rolling stock, locomotives, and 
track and signalling equipment." 

'The Reconstruction of Britain' TUC 1961. Endorsed in "A New 
Partnership, A New Britain"(TUC/Labour August 1905), 
"The railways badly need to renew worn out assets ... Adding 
up the average annual total gives a five-year total 
of £360 million on renewing assets, £160 million on main 
line electrification and F510 million on other service 
improvements." 

Additional cost would be added to EFL. Programme for 
electrification assumed to cover all main lines not already 
In programme. 

e`f 

COST 
	

C1170 million over 5 years e £174 million a year, uprated 
from 1901-02 prices to 1907-04 prices. Cost £231 million, 
rounded to £230 million. Plus f50m for main line electrification. 
Total cost £200m. 

PRICE ANO PROVIIION BMW; 	 1987-61-1. 

TULL YEAR/0101.R 	 • Full Year. 

TIMESCALT. 	 a/TUC specify that after authorisation, it would take 2 
years for most expenditure to take place and 6 years for 
investment to peak. Figures appear to he averages over 5 
year period. 
b)No time scale for main line electrification specified. OTp 
estimate programme would take 20-30 gears. 

IMPLICAITON9 FOR 0111PR PROGRAMMES 

OULRLAV 

COMMINIR Cost of main line electrification based on joint BRB-Dip 
estimate of capital costs of various possible programmes for 
main line electrification in 1961. largest option - 
resulting in 00 per tent of passenger and /0 per cent of 
freight traffic being hauled electrically - at a .cost of up 
to £1,250m at 1.907 418 prices over 70-30 years (implies F40 
-60m a year). Mid-point of estimate taken. 

CONTACT PO 1N7 	 H M A James 	PE 3 	05A/I 	x4906 
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p10n1111f11. 

SOORC( 0 DATE 

POISOMPUOINS IIILD 

COSI 

PRICE AND PROVISION BASIS 

FULL YLAR/OltICR 

TIMLSCAEL 
--------. 

100,000 new local authority house starts m 

"New Jobs for gritain"(March 198V) (Infrastructure section) 
"Total housebuilding is down under the Tories by over 100,000 
a year...)he case for restoring the housing programme to a 
level which earlier experience shows is perfectly feasible... 
is overwhelming." 

Also "Investing in People" (February 1987) 
"We need to improve existing homes and build now ones." 

'the Reconstruction of Britain', TUC 1901. Endorsecq in "A 
New Partnership. A New Britain" (TUC/Labour August 1905) 
"This [rebuilding programme' would take place over the next II 
yearn. It will involve building a million new council houses." 

£2700 million a year (100,000 nt4 stPrts at 127,000 each). 

Latest 1901-00 DOE estimate of average completion costs of local 
authority houses. 

Full Year. 

Full cost In first year. 

	

'IMPLICATIONS IOR 0111CR PROORAMMES 	 National prngrammt. No additional tg?rritoria1 
..--.-- •-• 	•••••••-•••.....• ••••••••••••-•• • •. ..... •• -••••,••• 

OVERLAPS 

COMMUNTS 
-------- 

CONTACT POINT 	 M C getenson 	IS 2 	18/1 	x4746 
1-1.• • ,-.•• •• 	•.. 



Housing rehabilitation. 

SOORCF.-.7"-NID DATE "New Jobs for Britain"(March 19B)) (Infrastructure section) 
"The case ...for giving Lora authorities greater Freodum 
and resources to maintain their existing stock in proper 
condition is overwhelming." 
Also: "Investing in People"(FebrAary 1987) 
"There will be R new prograftme nF housebuilding improvement 
and repair." 
'The Reconstruction of Oritain', TUC 1981.(Endorsod in 
"A New Partnership, A New Pritnin" (111C/Labour August 1985). 
"This Lrenovation programme' wou d take place over the next 8 
years. It will involve 	r*novating 20.0,000 empty and 
hard-to-let council houses." 

 

SOHRCE AND DAT" 

 

  

ASSOMPTIONS USED 	 Assumwri that th.i...rf, would be 25,000 renovations a year at £12,500 
---------------- 	 ac-.h. Majority of renovations would be for hard-to-let howiing. 

COSI 
.... . 

PRICE AND PROVISION PAS'S 

F310 million. 

19111-88 

FUIL YEAR/01111k 	 Full YPar. 

IlMESCATE 	 1-ull annual cost 'assumed in first year. 

IMPLICATIONS FOR OTHLR PROORAMMES 	 Notional estimate: no territorial implications. 
•• - • • .• 	• - 	• 	• 	• 	• 	..• 	•• • 	• 	• •• .• 	• 	. 	• 	.• • • 	. 	..• 

OVERLAPS 
--- 

COMMENTS 

None. 

f12,500 a proprty is DOE's rough tstimate of renovation cost. 

CONTACT POINT 	 M C R,Aenson 	LO 2 	19/1 	4746 
. • a .•.• • ••• .•-•.. 	. 	• • • 



Increase roads spendino. 

M V 

SOLON.: 	DAIL "New johs for Rritain"(March 1981) 
"Our proqramme sets out. poticu for suhstantialtu improvino the nation's 
roads." 'It also makes sense to invest In the in."rostructure of our roads." 
(Infrastructure section) 
"Invetting in People"(Fehruary 19H7) 
RoarP;, schools and hospital all need to he improved." 

"(harter for iransport" (1905) 
"Labour is determined to ensure a selective programme of road hoildin9. 

	

ASSUMPTIONS USUO 	 10 per cent increase over 1907-HR provision for roads (incat and nation;]1, 

	

.... 	 capital and current) of f3,676 million. 

rNiur AND PROVISION OASIS 
• 

FULL YEAR/OTHER --------------. 

II ML 
--------- 

E3Y0 million 

1907-00 

Full year 

Immediate 

IMPLICAIIONS liat 01HUR PROORAMMPS 

OVERLAPS 

COMM! N I f; 
- - 	• 	-' 

CON1ALI POIN1 	 Rim Ellimon 	HU 1 	11A/1 	x4710 

• 



Al.. 	 Expan4 public serviEes 

SOURCE AND DATE. "New Jobs for Britain"(March 1987) 
"...making necessary improvements in the quality of s.ervices, in health, the 
personal social 'services, education and other areas. lhis will provide an 
addit onal 300,000 job., principally in the public so:ctor."(p4. See also ibid., 
pp 15-16, Better Services for the Nation section) 

ASSUMVIIONS USED 	 1. From the 300,000 jobs deduct thR following from other items in the 
costing: 

NUE employees (item 32) 26,000 

(assume 3/4 of extra NUS 
spending is pay costs, assume 
some unit pay cost as below) 

Nursery teachers (Item 17) 	13,500 
Nursery nurses ((tern 17) 	 20,000 
1ew7hers (Item 16) 	 14,000 

73,500 
Leaving 226,500 jobs not covered by other costings. 

2. Assume average public sector wage of t192 per week (see item 45), uplifted 
by L5 per cent to take account of pension and National Insurance contribution 

L11400 per gear. 

COST 	 Cost therefore 226,500 x £11480 m £2600 million (le no allowance for equipment, 
accomodation etc) 

PRICE AND PROVISION BASIS 	 1907-00 

FULL YEAN/01MR 	 Eull year 

2 years 

IMPLICATIONS FOR OTHER PROGRAMMES 	None. 

OVERLAPS 	 Overlaps with items 16, 17, 32 already netted off. 

COMMENTS 

CONTACT POINI 
•.._ 	. • • .•_.• 

B 8 Kalen 	GEP1 	90/3 	x5645 

TIMESCALL 
--------- 

• 



1TFM 13(n) 

1014111/1111A1, prw)10, 1,0oo mHeit traineeshlps For the onem-Onyed. 

ONTE 
	

New Jobs for Britain", March 198/ 
"The training programme will provide: adult traineeships for the 
unempinyed totalling 75,000 by the end of the two year period." 

ASSUMPTIONS USED 	 Extra 75,000 places on old Jrs at gross public expenditure cost per place 
--------- .... 	 of £3,164. (Programme builds up to 75,000 places filled at any one time.) 

COSI 
	

75,000 x 6320 = 475m. Add 2.75Z for N.Ireland (£13m) 	£.400m, rounded 
£490m gross. Some savings would arise on social security benefit 

expenditure. Assume 75,000 (extra full year places) x 1.0 (percentage comine 
off benefit) x 50 (average number of weeks off) x £45 (average weekly 
benefit saved) e £169. Additional benefit saving in N.Lreland = £5m. Total 
benefit saving . £174m. Total net therefore £440-170 million 	£320 million. 

PRICE AND PROVIStON BASIS 	 1907-08 prices and provision as in t9117-0H DE Main Estimates. 

FULL YEAR/UTTIER 	 Full year cost 

TIME:SCALE 
—•-• 

IMPLICATIONS FOR OTHER PROORAMMES 

OVERLAPS 
...._.__.... 

COMMENTS 
•••  

Expenditure could build up to full year cost shown within 2 g.?ars. 

Net of savings on social security benefit expenciture. 

V 

None. 

Very unclear what the proposal 	an; and therefo-e what gross and net costs 
would he. 

CONIAC1 POT NI 	 0 Rayner 	1AE 3 	25/0 	x4452 
-------..- 

• 



• 

PROPOSAL 
..... 

S011liCC: I 1)(11E 

Asnummomn OSE0 
-• • . 	.• •••• 	•_ ..• 	.•_ 

ITEM 	ii (hi 

Prniect based scheme For training adult unomptnyed providing 100,000 ptacos. 

"New Jobs for Britain", March 19117. 
"The training programme will prnvide: a project-based scheme for training the 
adult unemployed (the balance of those at present on the Community Programme) 

with a !raining Plan at the heart of each project - providing 1,00,000 places 
at the end of two gears." 

Extra 1.00,000 places on Cnmmunity Programme at grnss public expenditure cost 
per place of f4,640, each place also including 11 weeks' training at typical 
skillcentre rate of £92 a week. So total gross cost per place  

COM 100000 x £5,652 	£565m. Add 2.75X for N.Ireland (116m) = £501m; rounded 
£510m gross. Some savings would arise on social security benefit expenditure. 

Assume 100,000 (extra full year places) x 0.90 (percentage coming off 
bene':it) x 50 (average number of weeks off) x £45 (average weekly benefit 
saved) = £203m. Additional benefit saving in N.Ireland • £6m. Total 
benefit saving m £209m. Intat net cost £370m (rounded). 

PRICE AND PROVISION BASIS 	 1907-00 prices and provision as in 1987-1111 DL Main Estimates. 
-• • •. • • 	. 	. 	• 	• 	• 	• 	• 	• • . 	• .• .. • 	•• . • ••• 

FOIL YEAR/D1OfR 	 Full gear cost 

.464 
T1MESCALE 	 1.xp.;!nditur could build up to fulliAgior cost shown within 2 years. 

I' 

IMPLICATIONS FOR OTHER PROGRAMMES 	Net of savings on social securit4 benefit expenditure. 

OVERLAPS Now! 

COMMVNIS 	 Very unclear what proposal means and therefore what gross and net costs 
would he. If training assumed to cover 22 weeks rather than 11 weeks, gross' 
cost rises to around £6115m, net to £475m 

CONTACT POINT 0 Rallner 	IAE 3 	25/0 	x4452 
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Ilrm 12(o) 

PROPO4AL 
-------- 

SOURC10 DATE 

ASSlIPIVIlONS 

founiation training progromm.N for /5,000 young people. 

"New Jobs for Britain", March 1987. 
"The training programme will provide: a foundation programme for 75,000 

- young people, 50,000 of whom would otherwise have been on YTS and 25,000 of 
whom woul6 have been unemployed." 

All 16 an 17 year old unemployed school leavers gumranteed a place on 2 
year YTS, so unless Labour proposing compulsory entry to YTS (unlikely), 
assume proposal entails premium of E500 per place or top of existing gross 
cost per place of 2-year ITS for all 75,000 places, 
plus existing gross cost for 25,000 of these. 

COST 
	

/5,00.0 m rsoo 	E30m; 25,000 x E2,700 e F60m. Total Te El06m Add 2.757. for 
Northern L-eland (F 3m) = E109m; rounded so EllOm gross. Some savings would 
arise on slcial security benefit expenditure. Assume 25,000 (extra full year 
plates) x :).90 (percentage coming off benefit) x 50 (average number of weeks 
off) x E18.50 (average weekly benefit saved) • E21m. Additional benefit 
saving in Northern Ireland e Elm. Total benefit saving e E22m. Total net 
cost E.90m :rounded). 

PRICE AND PROVISION BASIS 	 1987-30 pr ces and provision as in 1987-98 DE Main Estimates. 

FULL YEAR/OTHLR 	 Tull year cost. 

-4; 
TiMLSCALE 	 Lxpenditur could huFld up to ,f0,1 %poor cost shown within 2 years. 
-----.--- 

IMPLICAllONS IOR 0111LR PROGRAMMES 	Net of savings on social security benefit expenditure. 
• 

OVERLAPS 

COMMFWIS 

None. 

Very uncles- what proposal means and therefore what g-oss and net costs 
woo hi he 

CON1AC1 'O1N1 	 D Rayner 	1AE 3 	25?0 	x44n2 
------------- 



vrolp6AL 

SOURC. 	yll) DATE 

ASSUMP11ONS USED 
•• 	,• 	• ..• 	• 	• 	. 	• .•• ••• ..... 

COST 

PRICE AND PROVISION BASIS 
. • ... • • . •• 	- • 	. 	..• •, •-• ••• • • 	• 

Extentind training scheme for ?5,000 unomptooed youn74 people leaving schnol, 
YiS or further education. 

"New Jobs for Britain", March 1987. 	
.1915 "The training programme will. provide: an ext 	 g ended trainin scheme for young 

penple, designed for those who currently graduate from school, the 'US or 
- furt-ler education on to the dole, providing $ furthor 75,000 places and linking 
dire-Aty to the other elements in our programme." 

Costing based on assumed extra year on YiS for 75,000 young people at gross 
public expenditure cost per filled place of £3,700 (ie gross pe cost per 
filled place of YTS of £2,700 plus extra £1,000 per place because entrants 
would he older than existing YTS trainees) 

75,000 x £3,700 m £270m. Add 2.75X for Northern Ireland (£8m) 	£286m; 
rounded 	F.:290m gross. Some savings would arise on social security benefit 
expenditure. Assume 75,000 (extra full year place) x 0.90 (percentage 
coming off benefit) x 50 (average number of weeks off) x £20 (average weekly 
benefit saved) r !WIN. Additional benefit saving in Northern Ireland m E2m. 
Total benefit saving 1. £70m. Total net cost £220m. 

1907• 80 prices and provision as in 1987-00 DE Main Estimates. 

K 

TULL YEAR/OTHER 
• 

Full year cost 

TIMESCALE 	 Cxpenditure could huitd up to full year cost shown within 2 years. 
.-------- 

IMPFICAlIONS FOR OTHER PROOkAMMES 	1,4A of spviogs on social security benefit expenditur.,!. 

OVERLAPS 
	

Non. 

COMMEN1S 

CONTACT VO1N1 	 D Rayner 	IN 3 	li/O 
---------- 



4 
Fotonel thAl 'Joh Rolonss Schosnal' ti mon (Ivor ths soo. of 60. 

SOURCLLAD DAIL 

ASSUMPTIONS USED 

PRICE AND PROVISION BASIS 
--.••••••••••.... • •••••• 	•- ....... --•-- ^.- 

"NPw Jobs for Britain", Marrh 1987 
"An extension to men over the age of sixty of ti', Job r-00 .0q1.04 Schem,, 
(rut bock by the lnry Sovernment) could tnke up to 160,000 off the 
wiemployment .thtal at relatively low cost." 

:osting based on extra 150,000 JRS places. Oros public expenditure cost 
per place of JRS = £3,577 

150,000 x f3,57/m = f53/m. Add 2.752 for N. Ire'and (fl5m) m EN52m; 
rounded - f550m. Some savings would arise on cot tat security benefit 
expenditure. Assume 150,000 (extra full year places) x 0.811 (percentage 
coming off benefit) x 40 (average number of weeks off) x f4 	verage 
weekly benefit saved) = C23Hm. Additional benefit saving In N. Ireland 
= £7m. total benfit saving = f245m Total net cost f310m (rounded). 

1911741O prices and provision ss In 19H7'.-S0 DE. Main Estimates. 

rm.!. ITAk/OTUrR 	 Full year cost 

TIMESCALL 
--------- 

IMPLICATIONS FOR OTHER rROMAMMLS 

Expenditure could build up to full year cost shown within 6 years (1993-94). 

Net of savings on social securfty benefit expenditure. 

'OVERLAPS 

COMMLN1S 

CONIAC1 P01141 	 Riiyner 	1AE 3 	25/o 	x4452 



J1FM )4 

PROPOOAL 
---'---- 

Inc:re:pie v,chnol. hulirlinq, repair and maintenance. 

SOU10E-:4ND DATE 	 "New Jobs for Britain"(March 1987) 
It also makes sense to invest in the proper repair and 
maintenance of existing public buildings (particularly schools-
where the Audit Commission estimates that there is a backlog 
of repairs costing f500m)" (Infra.structure section) 	• 
"Investing In People"(February 1917) 
"It makes good sense to employ some of the 400,000 construction 
workers unemployed today to tackle the hack log or E500 million 
in school repairs." 
'The Reconstruction of Britain' (AIC October 1981) endorsed 
in "A New Partnership, A New Britain" (Auount 1985) 
"Money should be used to repair and maintain schools and 
provide new buildings. Thls would mean C675m ov.ar 5 years." 

AOSUMPlIONO OSLO 	 £625m over 5 years. £125m uprated from 1981-02 to 1907-88 
. • .• • . . • •••• ••• • • 	 prices. E165.8m rounded to E170m. 

COOT 

PR1CL AND PROVISION BASIS 

FULL YEAR/OTHLR 

T1MESCALE 

f170 million. 

1987-H0 

Full Year. 

• 
f  

Full year cost of five year plan. 

IMPLICATIONS FOR OTHER PROGRAMMES 
^ • 	• 

OVERLAPS 
------- 

COMMLN1S 

CONTAC1 11111Ni 	 5 Kelly 	tif 2 	11/1 	4714 
------------ 



OM/JA/cm 

The Rt. Hon. Nigel Lawso 
11 Downing Street 
London 

1.1 

The Labour Party 
150 Walworth Road London SE17 1JT 
Telephone 01-703 0833 Telex 8811237 Labour G 

General Secretary J L Whitty 
Hon Treasurer S McCluskie 
National Giro No 5109213 

27th May 1987 

Dear Chancellor, 

Yesterday morning on Election Call you appeared to 
dispute the accuracy of information supplied by the 
Treasury which shows that the tax burden has risen for 
most families. 

A caller quoted a recent Guardian report which said 
"Government figures emerged this week to show that, 
even after the recent budget 2p reduction in income tax, 
the burden of taxation on a family earning less than 
£400 a week (which is most of us) is today higher than in 
1979." 

You replied, "No, that statement isn't actually 
Lrue." 

However, the Guardian story was a report of the 
parliamentary written answer from the Financial Secretary 
Norman Lamont to me on 27th March 1987. 

Could you explain this inconsistency? 	Could you 
please tell me whether the information in the parliamentary 
answer - which shows that the tax burden has increased for 
most families since the Conservative took office - is true 
or false? 

Yours sincerely, 

fir 	ef_sic-  fiat/ 

Dr. Oonagh McDonald  

Labour' 
Senior National Officer David Hughes 
Organisation Director Joyce Gould 
Campaigns and Communications Director 

Peter Mandelson 
Policy Development Director Geoff Bish 



FROM: A G TYRIE 

DATE: 29 MAY 1987 

CHANCELLOR 

I attach a draft reply for you to send to Oonagh McDonald, 

together with a copy of the original briefing and PQ. 

2. 	Independently Peter also drafted a reply, which I attach. 

Aivc-  f 

A G TYRIE 



DRAFT REPLY FOR THE CHANCELLOR TO OONAGH McDONALD 

Thank you for your letter of 27 May in which you asked 

for clarification of a point I made on Election Call and 

which you apparently did not understand. 

On the programme I pointed out that if the burden of tax 

inherited from Labour in 1979 was indexed in line with 

inflation the proportion of earnings taken in tax and 

National Insurance contributions would be much higher 

at all levels of income than it is today. To put the 

same point another way, if earnings had increased only 

in line with prices the burden of tax would have been 

much lower at all levels of income. 

Incomes under the Conservatives have risen well ahead 

of prices at all income levels. This means, for example, 

that a married man on average earnings has seen his 

take-home pay increase by 22% after taking account of 

inflation. By contrast, under Labour he was hardly any 

better off. 

II 

You cannot escape the simple fact that the Conservatives 

are committed to ,/reducing the basic rate of income tax 

to, at most, 2 pence, as part of our plans to reduce 

the overall b rden of taxation. Within weeks of gaining 

office you re committed to raising the basic rate of 

income tax o 29 pence, reducing take-home pay for a married 

man on ave age earnings by £3 at a stroke. 

• 



We are committed to reducing the burden of tax, building 

on the achievements of the last Parliament. By contrast 

your pledges on public spending, which have already led 

you to admit to the need for an immediate rise in income 

tax, would force you to impose a massive increase in income 

tax for ordinary people. 

• 



PC2-79 

S IS
• 

ittveeP-4-4 12-1 	Qc 

Line to take 

1. 	Real take-home pay - which is what really matters - up under this Government by 

17f per cent for a two child family at half average earnings and 211 per cent at average 

earnings. Hardly rose at all under Labour. 

Z. 	Com ared with '‘t u ratin Labour income tax and NIC re me for inflation 	en 
of income tax are N1C down at all income levels. 

This year's basic rate cut - benefits all taxpayers. Basic rate is marginal rate for 

94 per cent of taxpayers of working age. 

What is clear is that Government committed to reduce tax burden as and when prudent 

to do so, and all.-..ither parties committed to increase it. 

- 3 - 
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TEX BURDICK SINCE 1978-79 - TEX JACK STRAW PQ - WA 310 27 March 1987 

[Articles in the Independent, the Guardian and other 	per on 1 April - Press 
Release by Dr Oonagh McDonald) 

Background  

The figures published in the Jack Straw PQ bring up to date answers to similar 

questions after the last five Budgets. :They are equivalent to figures provided 

in Budget brief D3 - particularly see Tables 4, 7 and 11.] 

In some previous years we have not given all the figures in response to a 
single PQ, on the grounds of cost, but have released the information in response 

to subsequen: Pgs. The Commons research staff have then put all the figures together 

in a research note. This year it was possible to give all the figures in respcnse 

to a single quesIion because we had more fully computerised the calculations. 

Althowch Some of the figures have been revised to take account of the latest 

Family Expenditure Survey and revisions to National Accounts data, the pattern 

of the figures repeats that of previous years. 

For those with incomes in a range from 75 per cent to 150 per cent of average 

earnings, the figures in the answer include income tax, NIC and indirect taxes. 

It is not possible to estimate indirect taxes outside that range so figures at 

half average earnings and above 11/2  times average earnings include only income tax 

and NIC. Tt7.1s it is misleading to directly compare the figures in the answer for 

total tax burden of, for example, those on average and five times average earnings. 

The format of figures for couples with children is different fror. our usual 

presentation because Jack Straw asks for child benefit to be counted as part of 

gross income. We would normally count it as a negative income tax (because it 

replaces child tax allcvsnces still in existence in 1978-79 but abolished in 

1979-80). Income tax and NC as a proper-.ion of income is therefore higher than 

we would normally quote - for example at 1/2  average earnings we would normally say 

it was 5.9 per cent in 1987-8 but it is shown as 16.6 per cent in the PQ answer. 

- 1 - 



1. 	Our normal income tax and NIC figures for a couple with two children are: 

Percent of earning's paid in income tax and WIC - married, one earner 
with two children 

Multiples of 
average earnings 

1 11/2  5 

1978-7,  2.5 14.6 20.9 26.2 48.8 

1986-8-  5.6 16.4 21.8 26.2 42.9 

1987-K.  5.9 15.9 21.0 24.8 43.1 

With Labour's 
regime uprated 
inflation 

last 
for 

6.7 17.6 23.1 26.3 53.5 

	

;0‹
2. 	:mcome tax and NIC burden down at all multiples compared with if had simply 

uprated Labour's regime for inflation. 

	

3. 	Burden of income tax, NIC and indirect taxes up since 1978-79 at all levels 

of earnings for which estimates can be made. 

Percentage of earnings paid in income tax, NIC and Indirect taxes 
(excluding rates) - married, one earner with tvo children 

1 11/2  

27.2 32.0 36.0 

30.2 34.8 38.5 

29.6 33.8 37.1 

Multiples of 
average earning,: 

1978-79 

1986-8-  

1987-8E. 

4. 	Peal take-home Day at all multiples of average earnings (ie assuming income 

went up in line with average ...II) substantially. Much smaller rise under Labour. 

Change in real take-home pay - married, one earner with two children 

1/2  1 11/2  5 

4.2 2.0 0.6 -1.2 -16.9 
17.5 19.9 21.6 24.1 35.3 

Multiple of average 
earnings 

1973-71. to 1978-79 

1978-79 to 1987-88 

2 



der Mrs Thatcher. 
Tressary Ittlals:,r Norms Lased has been breed to 

contain that oily the wiper-rick have gabod--despite 
Lest mostb's give-away Budget. Rh 011111 CONIZONIS se-
rvers show how badly a 
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will mad two childrea. 
has bred Ender the 
Thatcher Government. 

Meat yeas the asaa will 
pay har per cent more of 
Ida total blame direct to 
the Governmeat. 

Mk means in real 
terns he will have to 
Ilad an extra LIM a 
week out of his poverty 
level wages. 

Less 
But the super-rich 

earner 
 

as tea times aver-
age wages will be paying 
nearly 147 a week LESS 
La direct taxes. 

Labeler MP Jae* Straw, 
who breed the figures 
trent the Gave:runes', kit 
set yesterday. 

De said: "Anyoar we-
lly Is than CAW a 
week is w•eie off ander 
this Governs:at". 

They are sot saly 
worse off In rash terms, 
but In the proportion of 
their Income they pay in 

THE GUARDIAN 

THE TIMES 

Finance Bill 
h  tidied .  pro tpua:1 1:11 tighbla  

fished sesx Wednesday, Mr 
Joke MaeCroger. add Soo 
retry is the Treasery, an-
sesaid in. written reply. 

10'd 	Ily DAVID IIMADDIIAW 
TDB Tory tax pitry et robbing Ow pest to pay the rich b 
mow ssmed by official agues. 

ThaberiVsa crate& the Government's miry* that the 
tax 	tea the vast majority et 'aerie km talks wa- 

F INA NCIAL TIMES 
1 - ----• 

Mr Jack Straw. a Labour 	41 
environment spokesman, Amid 
yesterday that the ChanceBor's 	,i... " giveaway " Budget had. la • . 
fact raised the tax burderrfor ' - 
most wa v...., - - -- 	 .• 

ailTeltgraph 

17 Finance Bill THE Finance BiZ with all the One 
print of the Budget mansurns, 
be published a week today Mr 
MacGregor, Treasury Chief 
Secretar7. ond yesterday. 

0Ie,see4ey Apr. 1 't37 

INDErrADENT  Mirrort 
Tax burden r‘s- suipma.a. meow. 	am 

has grown 
despite cuts 
in Budget; 

GOVERNMENT figures show 
that, despite the Budget tax cuts, 
ric total tax burden for the large 
minority of households has risen 
snce Margaret Thatcher took of-
&c in 1979. 

For a family with two children, 
earning 75 per cent of average 
caminp, the weekly tax burden 
mac from L4630 (in today's 
mix3), or 32.2 per cent of income 

1978-9, to £6143. or more than 
31 per cent this financial year. For 
a similar family where the bread-
Mancr is on average earnings. the 
us take rose from £67.33 to 
Er7.98, rising from 35.6 per cent 
of gross earninp to 37.8 per cent. 

The figures, which will provide 
labour with election ammuni-
tion, were greeted with glee by 
Oci‘osition MPs last night. 

werc provided in a written 
ansect by Norman Lamont, Fi-
uncial Secretary to the Treasury, 
so Jack Straw, Labour front bench 
kcal authority spokesman and 
°map McDaniel, Labour Sha-
dow Treasury idininer. 

Mr Straw mad: -These Trea-
sury figures show that even after 
the Budget the tax burden is up 
br any family aeraing lam than 
1400 or so a week, winch is 90 per 
ceni ofbousehoida" 

By Andrew Man 
Political Correspondent 

Dr McDonald said the figures 
showed that the 2p off the Man-
dard rate had done lecithin; to re- 
duce the burden of taxation on 
average and below average earn- 
ers. She said the Tories had taxed 
the poor and average earners to 
benefit the rich, and rigged the 
tu system for years to line the I 
pockets of their rick friends. 

A married couple with two chit-
d re n earning half Eve rage earn- I 
inp were, in 1979, payin1,12.2 per ' 
cent of their gran name in tax. 
This year it was 16.7  per cent. 

For a married maple with two 
children earning twice average 
eaminp, the tax take has risen 
from an average E110 in 1979 to 
(332 a week in the finamial year, 
and the percentage of row earn-
ings, from nat unicks 30 per cent 
to 34.3 per cent. 

For the couple earning 150 per 
cent of average carhop, the per-
centage take has race from 38.3 
to 39.7 per cent. 

But for a similar. two-childrea 
family earning 10 times the aver- 
age, the percentage take has 
fallen from 65.8 to 559 per cent. 

Tax rates 'still above pre-Tory level' 
7tRA By David Heacke. 

Westminster C,rrespo 
Treas-7 has admitted 

tat 	cst peopie will be paying 
h.glier taxes •ha n when the 
Conser%ativ•s ..me to power 
in :179. even after the 2p cut 
In income tat :a the Budget. 

On constant figures. people 
earning :ess 	£400 a week 

more tax zatioral insur-
ar.-e and VAT than they did in 
1979 

The figures were release late 
la,t Fc,:tay in a 14-page written 
Commons ar.swer and not 
picked up by the Treasury 
select committee when they ex-
amined Mr Ntirl Lawson. the 
Chancellor. on MondaY• They 
use constant prices so that 
comparisons are possible. 

A married couple with two 
children and with only one 
person working and earning 
£113.65 a week — half the 
national wage — hay,. suffered 
the most They would see their 
tax rise from £12 14 in .1979 to  

£2039 - an increase from 
122 per cent to 16.6 per Cent 
of their wages over the period. 

A similar married couple 
earning £170.48 a week — 75 
per cent of the national wage 
— sees their tax going up from 
£46.50 to 162 43 — a rise from 
32 per cent to 35 per cent of 
their wages. 

The ngures fall substantially 
only for those earning £50,000 
and 1100,000 a year. They see 
their tax fall from 65 per cent 
to 51.9 per cent on £50,000 a 
year and from 74.4 per cent to 
55.9 per cent a year. 

The government statistics 
show that income tax rates have 
fallen. But higher national in-
surance contributions, particu-
larly for those on low and 
average earnings, and the doub-
ling of VAT have meant that  

on average people are paying 
much ir . 	in tax. 

Mr Jack Straw. the Labour 
MP for Blackburn. said yester-
day : "If you take a sin& 
nurse lucky enough to earn 
£170 a week, she will Ind that 
her tax has risen from 654.24 
to £68.11 from 1979 to 1987 — 
with the percentage rising from 
40.3 to 41.6." 

Dr Oonigh McDonald, Lab-
our's Treasury spokeswoman. 
commented : "The Government 
is determined to mislead the 
country on taxation yet their 
own figures belie everything 
that they say. 

"The Tories have taxed the 
poor and average-earners to 
benefit the rich and deliberately 
rigged the tax system to line 
the pockets of their rich 
friends." 



DA I LY'42-1-;-NEWS 

Ferri Tax cuts blow 
to Mr Average 

MOST people will still be 
losing a bigger slice of 
their earnings in tax and 
National Insurance pay-
ments than when Mrs. 
Thatcher came to power 
after the Budget's 2p tax 
cut takes effect next 
rnonth. 

New Treasury figures show 
that families on average earn-
ings of =V a week will still 
be losing a higher proportion 
of their wages in stoppages 
than in 1979. 

Burden 
Bat people on incomes of 

E4 5 4 a week, twice the 
national average, have seen 
their tax and National 
Insurance burden drop under 
Mn Thstdur and the Budget 
wiL continue the treed 

A married coupie with two 
chi:dren earning MU a week 
half the national average, 
paid £12.14 in tax and 
National Insurance in 1979 
and will fork 011t 123-11) tram 
nett month. As a 

arumeern 	se 
stoppages will have risen 
from 11.2 to MI per cenL  

el. 

Bait a suruiar couple earn-
ing E.681 a week. three tunes 
the average wage, paid 
E197.26 In tax and National 
Insurance in 1979 and will 
pay E:e2:2_90 from next month-
As a slice of their irxmane. the 
payments will have fallen 
from 36 to 34.8 per cent_ 

Labour Treasury spokeswo-
man Oonagh McDonald. MP 
for Thurrock. said 	The 
Goiernment's own figures 
bebe everything it is saying 
in public arid show that the 
burnen of taxation has quite 
clearly gone up for those on 
average and below ave -age 
earnings, while it has oeen 
sutestintially reduced for the 
rich The more you have, the 
more you get_ 

—The Chancellor will no 
doubt defend this by saying 
that you do not make the 
poor richer by making the 
rich poorer, but making the 
rich richer clearly does not 
help the 
	 "No-one should 

be fooled by the Budget The 
2p off the standanl rate has 
done nothing to benefit pm-
ple with average or below 
average incomes" 

Labour 
slams 
'sham' 
tax cut 
MRS THATCHER'S tax-cutting 
boasts have been exposed as a 
sham by her government's 
own figures. Labour claimed 
last night 

Treasury statistics show that 
even after Chancellor Nigel 
Lawson's 2p Budget giveaway, 
most people still pay more 
than in 1479. 

For although the basic rate 
of income tax has fallen from 
33p to 27p in the E since 1979. 
VAT and national insurance 
contribution.s have gone up. 

Labour front-bendier Jack 
Straw, said last night -The 
government's tax-cutting 
claims have been exposed as 
pure moonshine .- 

Cotters 
The Treasury figures. Put> 

lished in the Commons Han-
sard. show that a married roan 
with two chiklren au-ning less 
than f114-a-week loses Elit more 
in real terms than in 1979. 

And tar 'Average, earning 
around EZ1O a week today, sees 
E20 more in real terms end up 
in the Treasury coffers 
through tax, nauonal insur-
ance and VAT. 

Only pet.* on E4.54-a-week 
arid above can afford to be 
grateful to Mrs Thatcher's tax-
cutting pledges. 

Mr Straw said: —These fig-
ures are very damaging for the 
goverrunest." 

UMWIPIIIMPowire•Wawa 
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Taxatio• 

Mr. Muth Mitchell asked the Chancellor of 
Exchequer whether he will publish in the °facia/ Re ,  • t 
a table showing the estimated lou of (a) income tax b) 
lusher rate tax and (c) capital pins tax In . next 
financial year on, respectively, life Laura= •  ..  urns, 
retirement annuity premiums and lump-suit pa 1..ents to 
pensioners, distinguishing between no.  •  .tributory 
schemes which provide a maximum pension of  I  per cent. 
of eligible earnings and other schemes and 	investment 
income of occupational pension schemes eistinguishing 
between employees and the self-employ 

Mr. Norman Lamont [pursuant to 1.5.  rep-J 23 March 
1987, c. 401: The available estima 	of the nrect revenue 
oast in respect of income ax are 	follows .  

Estorsated 
direct 

rerernae cost 
1987-M 

f 

life assurance premium 	f 
Retirement annuity p 	m relief 
—Of which, relief at • excess of rates Above the 

basic rate 
Relief on lump sum • yments to pensioners 

(assuming relic at the basic rate) 
Relief on in  _ 	• t trbCorne of occupational 

pension f  .•••  (assuming relief at the basic rate) 

There 	no capital gains tax implica:ons of life 
rssuran.• premium relief, retirement annuri premium 
relief •r lump sum payments to pensioncs. and no 
estiniate of the cost of exempting capital gams made by 
pension funds is available. 

Me estimated cost of life assuranc- 
given above includes a cost of about f Is  • 	. • in respect 
of the self-employed and . 
premium relief incl 	

retirement annuity 
p of about £330 million. 

The 	•  .  -•  • isaggreptica by type of scheme is not 
C. 

Personal hIC011111 (Rases and Taxatlos) 

Mr. Straw asked the Chanzilor of the Exchequer if be 
will publish in the Official Report tables showing (a) the 
proportion in percentage terms, fb) the amount in current 
prices and (c) the amount in constant 1985-86 prices of 
personal income taken by tauon and rates for the year 
1986-87, taking account of an, changes announced in his 
Budget statement and any previously announced changes, 
and for each of the years 1978-79, 1979-80, 1980-81, 
1981-82, 1982-83. 1983-84, 1914-85, 1985-86 and 1986-87 
for each level of average earnings, each category of 
taxpayer, and each category of taxation and rates, in the 
manner of the answers of 3 April 1985, Official Report, 
column 676, 2 July 1985, Official Report. column 112 and 
of 26 March 1986, Official Resort, column 530. 

Dr. McDonald asked the Chancellor of the Exchequer 
if he will update to 1987-88 die information on tax and 
national insurance contributions as a proportion of gross 
earnings provided in his reply of 19 February to the hon. 
Member for Oldham, West (Mr. Meacher), Official 
Report, column 829; and if he will provide the same 
information for a married mac with an earning wife. 

Mr. Norman Lamont [pursssair to his replies, 23 and 25 
March 1987, c. 42-216]: I understand that the hon. 
Member for Blackburn (Mr. Szaw) wishes the figures in 
constant 1986-87 prices with rates for the year 1987-88. 
The information is in the following tables. 

510 
410 

130) 

1.100 

4,000 

• 

162 
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SIN& 	 Marmot no chileoui 	 Minim, Ilmil worthy 	 Morririf 1 Maths 

I pee 
weer 

I prr 
week 

198647 
priers 

Per cow 
yr_ 

oricewe 

1 pr. 
week 

1 per 
week 

198647 
prices 

Pee rem. 
*isms 
Meow 

f,,. 
woo* 

1 per 
weak 

/906.47 
pricer 

Prr cww. 
of row 

IPICORW 

1 per 
work 

(per 
wee* 

198647 
prices 

Per cvm. 
of gross 
worm 

1978-79 
Income tax 1.91 15-29 174 4-42 8.55 95 0-00 000 00 3-26 030 63 
MC 302 5-14 65 3.02 5114 6-5 3412 544 6-3 3-02 534 5-9 

Total 1093 21.13 23. 744 14-38 100 302 5114 65 trn 12-14 12-2 

197940 
1ncome tax 8-95 1094 16-4 5.20 168 9-5 0-00 00 0-0 5-20 068 03 
NIC 3-55 5.93 65 3 55 093 6-5 3-55 5-93 6-5 335 5.93 3.7 

Total 12 50 20 87 Z: 4  8  75 14 61 160 3.55 593 6-5 8-75 14-61 14-0 

1960-81 
- 1178 

4.43 
16 91 
63-6 

:7 - 
c  7  

7 33 
443 

10 52 
636 

11 .2 
6-7 

0-00 
443 

0-00 
6-36 

0-0 
6-7 

7-33 
4-43 

10-52 
6-36 

9.9 
6-0 

Income tax 
NIC 

16-21 23.26 :4 7  11 	76 168$ 171 4.43 6-36 6-7 11-76 168$ 15-8 

198/42 
Income tax 13 95 17 96 • 951 12.24 13-0 1.58 2-03 22 9-51 12.24 11.5 
NIC 5.65 727 5-65 727 7-7 5-65 7-27 7-7 5-65 7-27 6.8 
Total 1960. 25 23 26 -; 1516 19-52 208 7.23 4.31 9-9 15-16 1912 103 

198:43 
Income tax 14 58 17 53 9 50 11-42 12-I 048 0-58 0-6 9-50 II 42 106 
NIC 689 8 29 • 6 89 828 88 689 828 8-8 6-89 828 7.7 

Total 21 47 25 81 16 39 19-71 20-8 7-37 886 9-4 16-39 19-71 18.3 

/9113-84 
Income tax 15 35 17 63 953 10 95 III 0-00 0-00 0-0 9-53 10 95 9-8 
NIC 770 864 7 70 884 9-0 7-70 884 9-0 7-70 884 79 

Total 23-05 26.48 -C 17 23 19-79 20-2 7-70 8.84 9-0 17-23 1079 17-6 

198445 
Income tax 16.18 1 7.69 : 7  955 1044 10-3 000 0-00 0-0 9-55 1044 9-0 
NIC 8.33 9-11 8 33 9-11 90 8.33 911 9-0 8-33 9-11 71 

Total 24 51 26-80 :6  5 178$ 19-55 19-3 8-33 011 9-0 17-88 19-53 16-9 

1985-86 
Income tax 17-05 17 60 1 -  9-u 10-16 9-9 0-03 0-00 0-0 9-84 10-16 117 
NIC 8-93 9.22 9 -( 8-93 9-22 7-54 7.78 7-6 8-93 9-22 /-9 
Total 25-98 26-82 26 : 18 77 19-38 18-9 7.54 7-78 7-6 18-77 19-38 16-6 

1986-87 
Income tax 17-92 1712 10 56 10 56 99 0-00 0-00 0-0 10-56 1056 8-7 
MC 9-60 9-60 4 r 9 60 9 60 90 6-62 642 6-2 9.60 9-60 7.9 
Total 27-52 27 52 e 20 16 20 16 18-9 662 6-62 6.2 20-16 20-16 16-7 

1987-88 
Income tax 
NIC 

1809 
10-23 

17-39 
984 r 

10 91 
10 23 

10 56 
984 

9-7 
9-0 

000 
7-05 

0-00 
6-78 

0-0 
6-2 

10-98 
10-23 

10-56 
984 

86 
80 

Total 2.8•32 27 23 21 	21 20 39 18.7 705 6-78 62 21-21 20-39 16.6 



- 

Written Annien 	 27 MARCH 1987 	 W41101 	 r  314 

prr cow. of ~rev 'web meow '17044 e wet Is WAIN) 

Singh 
	

Married no Aileen 	 Marna Met weekly 
	

Married 2 children 

1par 
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wok 

1911647 
prices 

Pir COM. 

of gross 
1 per 
wen 

l per 
swot 

198147 
prices 

Per nnw. 
of gross 
MOAN 

1 per 
wen 

1 prr 
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1911147 
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Pff caw. 
of grow 
&wow 

£ per 
wet 

1 per 
went 

118647 
prices 

Per cow. 
of grow 
Pews seemer 

1971-79 
Imam tax 1256 3408 224 1207 23-34 123 5.21 1021 74 1010 20.101 14-5 

MC 452 474 65 452 1-74 6- 5 452 8.74 6-8 4-52 6-74 40 

VAT 
Other indirect 

1-79 
419 

346 
11-96 

2-6 
11 

1-66 
7-13 

3-20 
13-71 

2-4 
10-2 

82-1201 135-1983  2-9 
11-8 

1-81 
6-92 

3-50 
1318 

2-4 
43 

Total of above 2115 54-25 40-3 25-37 49-06 365 20-01 38-68 28.7 2415 46-50 32-2 

DOIDISUC MIMI 231 441 3-4 2-35 4.54 3.4 219 553 4-1 2-37 4-58 3-2 

Total 3044 58-85 43 7 27 72 53-60 39-8 22-19 44 26 32-9 26-42 51-09 35-4 

197940 
1111COMC tax 17-15 28-63 209 13 40 22 37 16-3 6-17 1030 7-5 13-40 22-37 14-9 

MC 5- 33 8-90 6 5 533 8 90 6.5 5.33 8-90 6-5 5-33 8-90 5-9 

VAT--  3-33 5-55 A I 303 506 3-7 3.62 6-04 4-4 3-37 5-63 3-7 

Other indirect 7-04 11-76 9 6 802 133$ 9.8 9-16 15.30 11-2 7-87 13-14 8-8 

Total of above 32 85 5483 40 i 29 78 49.70 36-3 24-28 0153 29-6 29-98 50-04 33-3 

Domestic rates 2-84 4.73 35 2 /9 4-65 3-4 3-42 5-71 4-2 211 4-70 3-1 

Total 35 69 59-57 435 32 56 54 35 347 27.70 46 21 331 3279 54074 36-4 

1980-81 
Income tax 2143 31-04 21 9 1/ 19 24 67 174 9-26 13-29 9-4 17-19 24-67 16-1 

MC 6-65 9.54 6' 665 9-54 6.7 6-65 9-54 6-7 645 9-54 6-2 

VAT 4-09 5.86 4 I 3 77 5L41 3-8 4-44 6-37 4-5 4-10 5-88 3-8 

Other indirect 8-26 11.86 84 9 39 1347 9-5 10 66 15-31 10-8 418 1217 84 

Total of above 1043 58-31 4 i 2 37  00 53 10 37.5 31-02 44-51 31-5 37-12 53-27 34-7 

Domestic rates 3 71 5-32 1 m 3 62 519 3.7 4.37 6-28 44 345. 224 34 

Total 443-4 63-64 450 1061 58 29 41-2 35-39 50-79 35-9 40-77 58-52 38-1 

1981-82 
Income tax 24 89 32-04 22 '  20 45 26-33 187 12-52 16-12 11-4 20-45 26-33 17-1 

MC 8-48 10-92 - 7 8 48 10-92 7-7 848 10-n 7-7 8-48 10-92 7-1 

VAT 4-35 5-83 4 1 4-11 5-30 3-8 480 6-18 4-4 4-55 5-85 3-8 

Other indirect 9-61 12 - 37 88 10-89 14-01 9-9 12-38 15 94 11-3 10-80 13-90 9-1 

Total of above 47-51 61-16 434 43 93 56-55 4411 38 19 49-16 34-9 44-27 5710 37-1 

Domestic rates 4-56 586 4 2 4-45 5-73 4-1 5-43 6-99 5-0 4-50 279 31 

Total 52-06 67-02 4 6 48 38 62 28 442 43.62 56-15 39-9 48-77 62-71 40-9 

198243 
Income tax 26-39 31-73 :: A 21-31 25-62 18-1 12-28 14-76 10-4 21-31 25-62 161 

MC 10-33 12-42 8 8 10-33 12.42 8-8 10-33 12-42 8-8 10-33 12-42 8-0 

VAT 4-68 5-63 40 4.25 5.1i 3-6 5-01 6-02 4-2 4-74 5-70 3-7 

Other indirect 10-01 12-04 9 5 1139 13-70 9-7 13-04 15-68 11-0 11-27 13-55 47 

Total of above 51-42 61-81 43 6 47'28 56.85 40-1 40-66 48-138 344 47-66 57-29 36-9 

Domestic rates 4-98 5-99 4 2 4 89 5-88 4.1 401 7-23 5-1 4-94 5-94 3-8 

Total 56-40 67-80 47 8 52 18 62 73 44-2 46-67 5411 39-5 52-59 63-23 40.8 

164 
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Po cost 
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2411 
11-54 

3217 224 22- 35 25-67 174 1245 1344 9-4 72•35 25-67 134 

5-20 
13-26 9-0 11-54 13.26 9-0 I 154 13 26 94 1154 13-26 1-2 

10-95 
547 41 4-75 5-45 3 7 5-43 6-47 4-4 5 10 609 11 

55-17 
125* 8 5 12.15 11.30 9-7 11 32 16-45 11-2 12 31 14-14 8-8 

5-04 
641$ 436 51 -09 58 68 39-8 4354 5041 33-9 5150 59-16 36-7 579 39 496 570 39 6-09 7-00 1-1 5-02 5-77 3-6 

6091 6997 475 5645 64-39 43-7 /9-63 57-01 31- 7 56-53 64.93 013 

3046 
12-19 

3257 
13-66 

21 ' 23 42 25-61 16-9 II 86 1247 8-5 23-Q 2541 15-4 

6-22 6.80 
J 0 12 49 13 66 9-0 '2 49 13 66 9-0 12-49 13-66 8-2 

11-61 12-69 
35 588 6,43 42 6-82 7-16 1-9 6-23 6•82 4-1 

60-38 66-02 
84 13.22 14, 46 9-5 ;5 25 16-67 11-0 13-12 14-35 84 

5-34 5-84 
43 5 55 02 60.16 39.7 16-42 50-76 33-5 55 r 60-13 36-4 3 8 5-25 5,74 3.8 6-43 7-03 4-6 5, 33 543 3.5 

65.72 '186 -•-$ 6027 65 90 434 52 85 5778 31-I 6040 66-26 .19-9 

31-94 
13-40 

32 97 
13-83 

21 	5 24 73 25-53 166 .2-01 12-10 81 2473 25-53 13-2 

6-90 7 12 
90 13 40 13-83 9-0 :1-91 12.29 10 13-40 13-83 12 

12-24 12 63 
4 6 6 51 672 4-4 " 70 795 5-2 6-12 7-04 4-2 

64-47 66.56 
.1 2 13 94 14 39 9-4 628 16,80 109 13-79 11-23 15 

5-73 592 
43 3 

I q 
58 58 6047 39 3 4- 90 49-44 32-2 58.74 60-64 36-1 5 65 5 84 38 s-97 7-20 4-7 5-71 5-89 3-5 

70-21 "2 48 64 23 66 31 431 3417 56-64 36-9 64-45 66-53 194 

33-39 33-39 20 9 26-03 26-03 163 1-01 1301 8-1 2603 2603 14-9 14-40 
7-44 

14 40 
744 

90 14 40 14 40 9-0 312 13-12 8-2 14-10 11.40 8-3 

13-25 
'' 0 698 6-98 4-4 817 8-17 5-I 7- 7-25 12 

68-18 
13 25 
6148 

83 14 98 14 98 9-4 ;" 52 17-52 10-9 11-91 14-91 8-6 

6-41 
428 62-40 6240 39-0 5:12 51-82 32-4 62-59 62-59 15-9 6-44 40 6-34 6 34 40 ' 81 7.81 19 6-37 6-37 17 

74-93 "4-93 468 68 74 68 74.  42-9 5463 59-63 37-3 68-96 68 96 /9-6 

33-44 
15-34 

32 15 198 26 32 25 31 15.4 7.73" 13-20 8-1 26-32 25-31 14-2 

8-16 
75 11 

785 
90 
4 8 

15 34 
7 60 

14 75 9-0 - 	98 13 44 8-2 15-34 14-75 8-3 

1190 
70-84 

13 36 
6811 

42 15 58 
7 31 

14 98 
4 5 
9-1 

I "6 
:112 

842 
17 42 

5-1 
10.6 

7-82 
1546 

7-5 
14-811\ , 

4-2 Nil .G 
$4-' ' 

7-04 
416 64 84 62 34 38-0 5. 5* 52-48 32-0 64-93 6243 	i 35-1 6-77 II 689 6-62 4-0 846 8 - 13 50 6-90 643 i 3-7 

77-86 "4-88 45 71 73 68 12-1 27 04 60-62 37-0 71-13 6906 31-8 

1N3-84 
looms tax 
MC 
VAT 
Other indirect 
Total of above 
Domesuc rates 

Total 

198445 
Income tax 
NIC 
VAT 
Other indirect 
Total is( above 
Domestic rates 

Total 

1985-86 
Income tax 
NIC 
VAT 
Other indirect 
Total a above 
Domestic rates 

Total 

198647 
lucerne tax 
NIC 
VAT 
Other indirect 
Total of above 
Domestic rates 

Total 

198748 
Income tax 
NIC 
VAT 
Other indirect 
Total of above 
Domestic rates 

Total 



' 	7 
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KV peg eves if  overage NW( seems 1:17 JO a wove In 198741) 

Shark 	 Memel se ciidees 	 Marred both sneak; 	 Marred : childrie 

I per 
wet 

I per 
meet 

MOW 
prices 

Per cons 
regress 

ivreame 

I per 
week 

I per 
wet 

198647 
pees 

Pe oar 
of rem 
Immo 

I per 
welt 

(pr 
emit 

198647 
prices 

Per cies 
of gross 
income 

I' prr 
wore 

1p.e 
wort 

19864' 

Per criu. 
of gross 
imam 

pricer 

1978-79 
Incense tax 23-22 44-99 250 19-73 38-14 2(3 12 32 23-82 131 18-46 1549 11111) 

MC 6-03 11-66 6-5 6-03 ((-66 45 6-03 11-66 6-5 6-03 1146 6-2 

VAT 2-46 4-76 2-7 2.37 4-51 24 2-78 5-37 30 2-43 470 -___ 2-5 

(Muer iedirect 7.54 14-57 11-1 8-41 16-40 11 9-49 ($35 102 7-91 153 11-1 

Total of above 3-25 75-U 42-3 36-61 70-78 35 30-62 59-20 330 34.82 633 354 

Doencibc rata 2-87 5- 56 3-1 2.70 5-23 : 9 3-08 5-95 3-3 2-79 53 2-1 

Total 42(2 1143 454 39.32 7601 424 33 70 65.14 34-3 3741 -7-311.4 

1979-90 
Income tax 25.35 4232 232 21 60 36 06 .9-8 14-16 23-64 13-0 21-60 36-06 18-4 

NIC 7-10 11 85 65 7(0 I I 85 65 710 11.85 6-5 7(0 111.5 6-1 

VA1-  4-60 7-67 4 2 4 16 7 28 40 5-01 8-36 4-6 4-53 7  56 3-9 

Other indirect 8-67 14-48 79 965 16-11 88 10-69 17-84 9-8 9-13 15 24 74 

Total of above 45 72 76-32 41 8 42 7 1 71 30 31 36-96 61-69 33-8 42 36 '0--1 36-1 

Domestic rata 3-43 5-73 31 3 22 5-37 29 3-65 6-09 3-3 3-33 5 55 2-11 

Total 49 15 82-05 *50 45 93 76-67 420 40-61 67-78 37-2 45-68 76-3S 38-9 

1980-81 
Income tax 31-49 45-19 :40 27-05 38. 82 3111-6 19-11 27-43 14-5 27-05 38-12 19-3 

NIC 8.87 12-73 68 887 12-73 6-8 8-87 12-73 6-8 8-87 12-73 6-3 

VAT 5-65 8-10 43 5-41 7-76 4-1 6-13 8-80 4-7 5-52 7-92 3-9 

Other indirect 10-21 14-66 '8 11-33 16.27 36 12-44 17.86 9-5 10-70 15-35 74 

TO111 of above 56-22 80-68 478 52 66 75 58 40- I 46.55 66-81 35-4 52.13 '412 37-3 

Domestic rates 4-51 6-47 .4 4 20 6-03 32 4-67 6-71 3-6 4-34 6-13 3.1 

Total 60-73 87-16 462 56 86 81 61 433 5123 73.52 39-0 56 47 8145 40-4 

1981-82 
Income tax 35.84 46-14 248 31-39 -*041 2(5 13-46 30'20 16-1 31.39 40-41 20-2 

N1C 11.31 14.56 7 8 11-31 14 56 - 8 11•31 14•56 7-8 11-31 14 56 7-3 

VAT 6-29 8-09 43 5-96 7-67 41 6-71 8-64 16 6-14 "91 3-9 

Other indirect 11-87 15-28 8 1 13-15 16-93 9-0 14-44 18-59 9-9 12-54 1114 6-I 

Total of above 65-31 84-07 448 61 81 79.57 32 4 55 92 71-98 38-3 61.39 "94C 394 

Domestic rates 5-54 7-14 38 5-17 6-65 35 5-30 7-46 4-0 5-34 641 3-4 

Total 70-85 91-21 486 66 98 86 22 159 61 71 79-45 42.3 6673 15-90 424 

198243 
Income tax 38-19 45-91 2.43 33 1 1 39-81 :1-0 24-09 28-96 15-3 . 	33-11 3981 19-7 

MC 13-77 1156 8 / 13-77 1656 8 7  13-77 16-56 8.7 13-77 16-56 8-2 

VAT 6-50 7-82 4 i 6-16 7-41 39 6-98 8-39 4.4 6-40 "49 3-8 

Other irelirvict (238 14-88 '9 13-74 1652 8' 15-16 18-22 9-6 13-09 15-73 7-3 

Total of above 70-84 85-17 450 66-78 80 29 424 WOO 72-14 381 66-36 79 "3  39-4 

Domestic rates 6-05 7-27 3 8 5.67 6-81 3-6 6-41 7-71 4-1 5.85 743 3-5 

Total 76-89 92-44 48 8 72 45 87(0 A6-0 66-41 7944 42-2 72-21 3612 42-9 

1 

166 
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Writage Aaron 	 320 

KV PO COW. Of  elgrWi 	WW1.,  (1217-10 	rs ne7.46) 

Sixes 	 ihrrird as Mikes 	 Marrird led erirkig 	 'torrid I Allow 

Spur 
moult 

S pur 
swot 

/116-417 
irriats 

47-10 

Par orni. 
eines 

kerrom 

Spur 
we* 

Spur 
ors* 

19111.81 

Per assi. 
of gyms 
turainr 

1 per 
merit 

l per 
west 

/101147 
priors 

Prr cerm. 
el srsio 
beams 

1 pr 
mot 

1 per 
west 

1986-47 
prima 

Prr rea I. 
4' gnus 
brews prow 

4140 
/91344 
looms usa 2440 35-11 

13-19 17-61 
4441 204 24 1$ n sa 145 35-11 44411 19-2 NIC 

7 21) $27 
90 15-39 1741 40 15-09 17-61 40 1334  1741 84 VAT 

13-53 1557 
4-2 6-13 74" 40 710 8-96 4-6 1 1: Iii 3.9 Odor mama 

71-14 81141 
79 1342 17 8-8 1645 1413 47 3 31 1643 7$ Total of Warm 

Domestic mem 612 7-03 
45-1 
36 

72-44 1321 42-4 64-72 7435 37-9 71 911 12-70 393 574 1-40 3-4 6-49 746 3$ 594 643 32 
Total /13.26 95-64 48.7 711$ 1410 45-7 7112 81.10 414 7"44 89-32 42.3 

1984-85 
4343 Income nu 
16-65 

48-03 
I$ 21 

237 37 30 40, 20-2 23.73 a is 13-9 P 31 40-71 1 8-I N1C 
$29 9-07 

9-0 16 65 11 21 9-0 16-65 1121 9-0 144! 18.21 8-4 VAT 
1432 

6 5 3 14 UN 4-4 9-27 10-14 5-0 1 '4 9-61 4-4 Other istbrect 
13 20 

1546 
90-97 

77 15 93 17-C 11-6 17-611 19-33 
94154 

16-40 7-7 Total of skim 
Domestic rams 6-48 7.08 

45-0 73-03 1531 422 6433 7541 37-5 71-4C 85-20 39-3 3 5 6-08 643 3-3 6-85 749 3-7 11.N 6-19 3-2 
Total 19 67 98 05 415 84.10 91* 45-5 7618 83.30 41-2 84 :3 92-09 42-5 

1985-86 
Income tax 
MC 

a6-13 
17-V 

48•34 23-6 39-62 4010 20-0 26-90 27-77 13.6 39-C 4090 187 

9-20 
11-45 9-0 17-87 1845 9-0 17-07 17-62 8-6 1711 ill-45 1-4 VAT 9-49 4.6 9-01 430 4-5 10-35 10-68 5-2 44S 947 45 Otbcr dick= 13.10 

19-00 
15.59 7 6 16-79 17-33 8-5 18.77 1438 9-5 1341 1647 7.3 Total of abase 

Domestic noes 444 
91.87 

7-17 
448 13.29 85* 42-0 73-09 7545 364 13 11 85-79 39-I 35 6-53 6-74 13 741 7.65 3.7 4-4 6-96 3-2 

Total 4544 99-04 443 89 82 92 73 43-3 80-50 83-10 404 10-V 92.75 42-3 

1986-87 
Income tax 
MC 

41-86 
19 21 

43-86 22.9 41-50 41.50 194 2848 2148 113 41 N 41.50 18.2 
VAT 4-94 

19-21 9-0 19-21 19-21 9-0 17-50 17-50 8-2 14:: 19-21 8-4 
Other 

9•94 4-7 9.71 9-71 4-5 11-16 11-16 5.2 I0-E 10-33 4-5 imbrue:I 
Total of above 

16-41 16.41 7-7 18-14 1114 8-5 20-31 20-311 9-5 17-36 17.36 74 

Domestic nom 
94-42 

7-81 
94-42 442 88 56 88 54 41-5 77.51 77-51 36-3 ssa 8840 38-1 7-11 3.7 7 - 33 7-33 34 8-32 8-32 34 7-54 7-34 13 

Tots/ ilr 24 302-24 47 9 95-89 95-19 44-9 8544 85-84 40-2 9544 95-94 42-2 

1%17-88 
Income tax 
N1C 

48 78 4690 213 4147 400" 18-3 29-07 27-95 12-8 41-4-  40.07372  
VAT 

111-46 
00-94 

19-67 
10-52 

9-0 
48 

20-46 1911 9-0 18-64 17-92 8.2 20-44 1947 85 ;  ' 
Odle-  indirect 17-31 16-64 7-6 

10-62 
18-97 

10-r 
3824 

4-7 
8-3 

12-08 
21.20 

11-61 
20•38 

5-3 
9-3 

11-24 
11-13 

10-81 
17-43 

4-6 •-,..,,.. lel 
7-5 --- 4  Total of skim 

Domestic cons 
17 4$ 93-73 429 93-72 81 20 40-4 8099 7747 33.6 91.50 Vie 374 8-56 8-23 3.8 7-99 744 3-5 9-03 8-69 4-0 8-21 7-88 3.4 

Total 1416-04 10146 46-7 99-72 95-81 43-9 90-02 86-56 39-6 99-11 93-16 41.2 

37 
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Sh901 	 Marred we died= 	 Marred bed dortby 	 hierried 1 dalied 

1 per 	I par pew anu. 	l per 	I pet Pet cow. 	1 per 	Epic Per cm. 	Epic 	Epic Per cm. 

wast 	wok ef red 	dot 	wait term 	west 	wee* of gran 	dot 	wed a/ rise 

1111447 Mewls 	 04647 irectras 	 191487 reedes 	 1911447 Itecdes 

pica 	 vines 	 pew 	 1 ViCeJ 

/474'9 
Lamm taz 3453 7449 17-7 35-04 67-74 25-2 27-61 53-44 199 33.77 65-29 23-4 

1,11C 7-14) 13-08 5-6 740 15-08 5-6 405 17 30 445 710 1509 5-4 

VAT 3-17 7-47 2.8 3- 86 7.45 2-8 4-24 *20 3-0 3-72 719 24 

Odor offinfot 1436 2042 74 11.31 21.17 41 1147 23 13 84 947 1927 64 

Tod of above 60-55 117-06 43-5 58•01 112-13 41-7 5290 102-28 38-0 5525 106-12 38 3 

Daum= Mae 340 7-53 2.1 3-45 6.66 2-5 3-44 6-65 2.5 3-66 7.19 2.5 

To 64-45 12460 46.3 61-45 11841 441 56-35 10144 405 51-92 11391 404 

19-140 
I aws tax 41-74 6947 25.5 37 99 63.41 23.2 30-55 5100 18-6 37.99 6341 22.1 

NK $• 71 14-66 5.4 8 78 14 - 66 5-4 10-66 17.79 6-5 1-71 14.66 5- 1 

VAT 7.27 12.14 44 7.17 11'98 4-4 7, 76 12.96 4.7 6-96 11-61 4-0 

Odle indirect 1211 20-21 7 .1 13-10 21.46 8-0 13-70 22117 8-4 11.78 19-66 6-9 

To 	of above 69-90 116-6i 42 6 6704 111.91 40-9 62-67 10462 38-2 65-51 10435 31-1 

Domseic Tau% 4-70 7-84 29 4.13 6.90 2.5 4-09 6-14 2.5 4-41 7-35 2-6 

To 74-60 124.52 455 71 	18 118.81 43-4 66-77 11145 40-7 69-91 116.70 40-7 

1919b4 1 
Incase tax 51-20 73.48 26-0 46.76 67-11 23.7 31.12 55-71 147 46-76 67-11 22-7 

N1C II 	14 15-99 57 II 	14 15-99 5-7 13.30 19-09 6-7 11.14 15-99 5-4 

VAT 1-93 12-81 4.5 885 12-71 4-5 9-51 13-65 44 8-50 12-19 4-1 

Oiiiff rrodirect 14-31 20-54 7 3 15 43 22-15 7.8 16-00 22-96 8-1 13.89 19-93 6-8 

Toci of-  above 15-58 122 82 434 82 19 117-95 41-7 77-63 11142 39-1 80-3 115-22 39-0 

Dom:4x rates 6-20 890 31 5.42 7-79 2.8 5.27 7.57 27 5.79 8-31 24 

Tool 91 71 131-72 3-66 87-61 125-74 44-5 82-90 118-91 42-1 86-07 123.53 41-9 

154 ;42 
Imam tax 57-72 74-30 26-1 53-28 68•59 24-3 45 35 58 38 20-7 53-28 68-59 23-3 

141C 15-50 19 95 7 1 15-50 19-95 7-1 16-96 21-83 7.7 15-50 19-95 48 

VAT 9.42 12 77 45 9-71 12-58 4-5 10-52 13-54 4-8 9-44 12-16 4-1 

Odic radirect 16-54 21-29 76 17-83 22.95 8-1 18-55 23-811 8-5 16-14 20-77 7-1 

Toci o( above 99-61 128.32 05-5 9631 12407 440 91 38 11743 41-8 91-36 12147 41.3 

Dosexuc rat= 7-58 9-76 3 5 6-65 8-56 3-0 6-53 8-41 3-0 7-09 9-12 3-1 

To 107-26 131.08 19-0 103-03 132-63 47-1 97-91 126-04 44-7 101-45 130-60 44-4 

19113 
Isaac tax 61 80 74-30 26-2 56.72 68-19 24-0 47-70 57-35 202 56-72 68-19 230 

NK 19-25 23-14 82 19-25 23-14 8.2 20-66 24-84 8-8 19-25 23-14 7-1 

VAT 10-25 12-32 4-3 10-10 12-14 10-92 13-13 4-6 9-80 11-78 4-0 

17-24 20-73 7-3 18-56 22-32 7-9 19-40 23-32 8-2 16-12 20-22 6-8 

Toad of above 10554 13450 46-0 10443 125.79 44-3 96-6i U;4 41-S 10/-59 113-34 41-5 

Dasertic mum 8-24 990 3.5 7.26 8•73 3-1 7-20 8-66 3-1 743 929 3-1 

To 116-7S 140-40 49-5 111 89 134-52 47-4 105-8* 127-30 44-8 110-31 13243 447 
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"IP Pir 1.111- r"*.23'W au* ea 4  (13443 e mei a imam) 

Skyle 	 Nomad ao chahe 	 Married bed swift 	 Mewled 1 ceikka 

1 per 
wait 

1per 
neat 

19,747 
prices 

Per ant 
ri/ gram 

t per 
week 

1 per 

"'it 
1111147 

prices 

Air am. 
9/ trees 
imam 

1 per 
welt 

t pw 
week 

196647 

Mira 

Per eau. 
if ran 
acme 

1 per 
Issiek 

1 per 
dat 

198647 
prices 

Per asst. 
of pries 
kicseer 

Pawn 

1911,144 
lansma tax 6645 74-56 164 6043 69-17 23-7 50-53 5104 19-7 6043 69% 224 
N1C 21.15 24-75 8-2 21.15 14-79 8.2 23-09 2652 94 21-15 24-29 74 VAT 11-36 13-05 4-4 11-22 12119 4-4 12.14 1345 4-7 10-90 1252 4-1 Other mehruct 1195 21-76 74 20-34 73.37 74 21 33 24.50 13 18-43 21.17 64 Tod of above 
DO4ININCIC raw 

111.10 135-66 464 113-54 130-42 44-3 107-09 123-01 41-1 1 1 1 	31 12745 41.5 
$34 959 3-3 736 145 29 7.29 8.38 2-1 745 9-02 24 

Total 12145 145-25 49-3 120-90 138 87 47.1 114-38 131.39 444 11116 13647 44-3 

191445 
Income tax 71-61 

n 50 
783* 25$ 65-05 '1 	13 23-4 5348 51-41 19-3 65-05 71 	13 234 MC 24-60 8 	I 22 50 74 60 8 1 2698 2131 10 22-50 24 60 7-7 VAT 12-63 13-10 4' 12 86 14 06 4-6 14-17 15 50 5-I 14-13 15-45 4-9 Other incluset 19-99 21-85 72 21 59 23-6) 7-8 22 53 24-64 21-29 6-7 Total of above 

Domestic rates 
126-79 

8-85 
138-63 

9-67 
45' 122-00 133 39 44-0 115-17 125-93 41-3 

11
7 121 1 	15 132-47 41-7 

32 780 8-53 2-8 7 70 8-41 2-8 8.33 9-11 2-9 
Total 135-64 14331 439 129 80 141-92 46-1 122-86 134-34 443 129-19 141-31 44-3 

198.546 
Income tax 76-60 79-07 257 6939 71-63 23-3 56-67 58.50 19-0 69-39 71-63 22.3 N1C 23 -15 24-62 8 0 23•85 24-62 8-0 26-80 27-67 9-0 23-85 24-62 7-7 VAT 14-02 14.47 4' 14 26 14-72 4 8 7 - 6  15-780  1 13  1 672 5-3 15-60 1611 5-0 Other indirect 21- II 21-79 ' 	I 22 78 23 •51 24.57 8-0 20-51 21-17 6-6 Total of above 135-58 131% 45 i 130 28 134-49 43-8 122-91 126-96 41.3 129-35 133-53 41-5 Domestic razes 148 9.79 17 838 8 -65 2- 8 8- 30 8-37 2-8 8-92 9-21 2-9 
Total 145-06 49751 48' 38651 143 13 46-6 331-21 135.53 44-1 133-27 142.73 444 

198647 
Incocoe tax 79-81 79-81 249 72.45 72-45 22-6 59-42 59-42 18-6 72-45 72-45 21-7 MC 23-65 25-65 8 0 25-65 2365 8-0 28 - 81 28.81 9-0 25-65 25-65 7-7 VAT 15-18 15-1$ 4 7 15-41 15-41 4-1 16-91 16-91 5-3 16-79 16-79 5-0 Other us:Erect 23-03 23-03 7 2 24-76 24-76 7-7 23.86 25.86 8-1 22-49 22-49 6-7 Total of above 143-611 143.68 449 138-26 138-26 43-2 131-00 131-00 40-9 331-3* 137-33 41-1 Domestic razes 10-61 10-68 33 9-42 9-42 2-9 9-32 9-32 2-9 10-00 10-00 3-0 
Total 154-36 154-36 48 2 47681 147-68 46-1 140-32 140-32 43-8 147-33 147.38 44-1 

/9,7-88 
Income us 79-47 76-41 23 3 72 35 69-57 21-2 59-76 57-46 17-5 72-35 69-57 20-4 N1C 26-55 25-53 7 8 26 55 23-53 78 30-69 29-51 9-0 26-55 25-53 7.5 VAT 16-81 16-16 49 17-01 1636 5-0 18.47 17-76 5-4 18-48 17.77 3-2 Other rodarect 2451 23-57 72 26-15 2534 77 27 13 21-09 8-0 23-71 22-86 6-7 Toe-.7  of sIvr.... 147-33 141-66 432 142-07 136-60 41.7 136-93 130-12 39-9 141-15 135-72 39-7 Domestic razes 11-77 11-32 35 10-33 9-93 3-0 10-14 9-75 3-0 10-95 10-53 3-1 
Total 159-11 152-99 46-7 52391 146-53 44-7 146-19 140-57 424 152-11 146-25 . 424-) 

---" ---...-- 

• 
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Sal* 	 Married ow oWle-an 	 Merers4 bee werkbq 	 Merril/ 2  o§ilikra 

I pee 
wok 

I pw 
mut 

PW ewst. 
if Feu 
Imam 

1 per 
IONIA 

I per 
NIA 

1110647 
prices 

Per caw 
of yea 
kraals 

1 prr 
wont 

sp., Per eau. 
of roar 

lwerwees 

If per 
we* 

1 per 
win* 

198647 
prices 

Per cow. 
(frau 

I90847 
prices 

wag 
M1114417 

prams 
keens 

1t28-79 
looms tax 34-74 

7-80 
10510 

13.08 
295 5051 

7-80 
9745 
15-08 

27-2 
4-2 

4245 
12-06 

113411 
Z-32 

23-11908 
7-80 94150889  

25-7 
N1C 

Total 4254 12091 33-7 54-31 112.73 31.4 35411 8116-35 294 5648 10947 29-8 

M9-80 
lam= tax 51-53 97-70 264 54-39 9079 241 46-93 11-37 21-5 5439 90-79 24-0 
MC 1-71 1466 4-0 I 78 1446 4-0 14.21 72 8-78 14-46 3-9 

Total 67 31 112-36 308 63 17 1034$ 28-9 61-16 WC-09 21-0 63-17 105-43 27-9 

198041 
[mom tax 7211 10444 277 66 99 96.14 25- 5 33 14-00 22-3 6619 96-14 24.7 
MC I I 14 1319 42 1114 15-99 4-2 17-74 64 11.14 15-99 4-1 

Total 116-03 120-63 320 71 13 112.13 29.7 76-27 11946 290 78-13 11213 284 

196142 
Income tax 85-04 109-47 29 1 78 59 101-17 26.9 68-01 r 55 23-3 78.99 101-17 261 
N1C 15-50 19-95 53 15-50 19-95 3-3 22-61 3-11 7-7 15-50 19-95 5-1 

Total 100-54 129.43 345 9449 121.12 322 9062 11646 31-1 9449 121-12 31.2 

196243 
Income tax 89-27 107-33 28 4 82 50 99.19 26-2 71-31 -73 22-7 8230 99-19 25-3 
MC 1023 23-14 6 1 1925 23.14 6-1 27-54 13-11 8-7 19.23 23-14 5-9 

Total 10552 13047 345 101 75 122.33 32.3 98.85 111 84 314 101.75 122-33 31-2 

/983-84 
Income tax 94-99 109.11 2'S 8722 100-19 251 76-18 r 51 22.3 87-22 100-19 24-6 
N1C 21-15 24 29 62 21-15 24.29 6-2 30-78 36 9-0 21-15 24-29 6-0 

Total 116-14 133-41 34-0 10137 124-48 31.7 106-96 122-86 31-3 108-37 124-48 30-6 

198445 
Imam  tax 10296 112 53 278 94 12 102-91 254 81-23 81 12 22-0 94-12 10211 24-6 
N1C 22- 50 24-60 6-I 2250 24-60 6-1 33-30 35-41 2210 24-60 5-9 

Total 125-46 137-18 '39 116-62 127 51 31-5 114.53 123-23 31-0 116-62 127-51 30-4 

/At 1-06 
Income tax 11048 114-26 27 9 101-07 104.34 255 86-45 1924. 21-8 10107 104-34 244 
NIC 23-15 2442 6-0 23-85 24-62 6-0 35-73 3683 9-0 23-85 24-62 5-8 

Total 134-53 138-88 33-9 124-92 121-96 31-5 122-is 121113 308 12442 128-96 30-4 

/986-87 
Inman tax 116-37 116.37 27 3 106-22 106.= 24-9 90-37 94-27 21-2 106-22 106-22 24-1 
N1C 2543 25-65 60 25-65 25-65 6-0 38-41 3141 9-0 25-65 23-65 3-8 

Total 14202 142-02 1 3 3 III 87 131.87 30-9 128-78 13  "I 30-2 131-87 131-87 29-9 

1961-88 
Income tax 119-22 114-63 :6 2 01901 1037$ 23-7 90-45 54-9" 19-9 107 90 103-75 23-0 
N1C 26-55 25-53 5  1 26 55 25 53 5-8 40-91 31 34 9-0 26-55 25-53 5-7 

Total 145-77 14016 12 	1 134 45 12921 29-6 131 36 12E31 23-9 134.45 129-23 28-7 
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197079 
Iacono tax 	 102119 	114-42 	374 	96-54 	18644 	347 	--06 	141148 	27-7 	9423 	142-18 	1)2 MC 	 7-4213-08 	2-8 	7-80 	15-08 	2-8 	1346 	24011 	5-4 	7-80 	15-018 	24 
Total 	 11049 	214-00 	348 	104-34 	201-72 	37-5 	It 10 	17146 	33-1 	102-03 	197-26 	364 

1979-40 
become tax 	 10643 	178-32 	32-6 	10038 	16719 	*7 	E--49 	139-36 	25-5 	00-54 	16749 	204 NIC 	 8- 71 	14-66 	2-7 	8- 78 	14-66 	2-7 	r•30 	211-83 	5-3 	823 	14-66 	2-6 
Total 	 113-61 	19248 	35-3 	39361 	182 35 	33-4 	1111- 79 	144-24 	307 	10936 	11255 	M.-  3 

190,4 I 
Income tax 	 133-40 	19146 	338 	125-49 	180-82 	32-0 	IC 39 	146-95 	26-0 	125-99 	18042 	313 MC 	 11-14 	15-99 	2 8 	11 14 	15-99 	2-I 	2 'I 	31-26 	15 	11-14 	15-99 	2-1 
Total 	 144 54 	3/7-44 	36-7 	137-13 	196-81 	244 	124-17 	171-21 	31-5 	137-13 	196-81 	344 

198/-82 
Income tax 	 155-15 	119-73 	35-4 	147-74 	19019 	33-8 	11- 43 	151-17 	26-8 	147-74 	190-19 	111 NIC 	 15 50 	19-95 	3 5 	15-50 	19-95 	35 	347 	37-42 	6-6 	15-50 	19-95 	3-5 
ToM1 	 170-65 	219-68 	39-0 	163-24 	21014 

/982-83 
Income tax 	 163 55 	196-63 	346 	15509 	186-46 	328 	12431 	149-45 	243 	15509 	186-46 	32! NIC 	 19-25 	23-14 	4 1 	19 25 	2.3-14 	4-i 	3• 'I 	43-02 	7-6 	1415 	23-14 	64 
Total 	 182 80 	:19-77 	38 7 	174-34 	209-60 	36-9 	16119 	192-47 	33-9 	174-34 	209-60 	36-1 

198341 
Income tax 	 173-76 	14-59 	339 	164-05 	188-44 	320 	13330 	15312 	240 	16445 	181-44 	31: MC 	 21 15 	24-29 	4 1 	21-15 	24-29 	4-1 	34-42 	45-51 	7-7 	21-15 	24-29 	4141 
Total 	 194-91 	223-19 

/96445 
Income tax 	 148 - 89 	36-53 	34-0 	77841 	194-45 	32-0 	lc. r 	156-76 	2.5-8 	177-84 	194-45 	313 NIC 	 22-30 	2e-40 	4 ! 	22-50 	24-60 	41 	C4 	46-45 	7-7 	21-50 	24-60 	4-4 
Total 	 211-39 	231-14 	34 1 	200-34 	21945 	341 	1543 	203-21 	315 	20034 	21945 	351 

1985-84 
Income tax 	 203-47 	21044 	342 	191-45 	19764 	32-1 	15354 	158-50 	25-8 	19145 	197-64 	314 MC 	 23-15 	1462 	4-0 	23-85 	24-62 	4-0 	4'3 	46-75 	7-6 	23-115 	24-62 	3-4 
Total 	 227-32 	23466 	342 	215-30 	22226 	36-2 	1944] 	205-25 	334 	21130 	22216 	35-3 

190647 
laccene tax 	 217-42 	237-42 	3-44 	204-73 	20473 	320 	16054 	160-54 	25-1 	204 73 	204-73 	31 3 NIC  23-65 	23-65 	4 0 	25 65 	25-63 	4-0 	16 71 	48- 70 	7-6 	23-65 	25-65 	34 --#11 	Tom' 	 243-07 	3347 	11-0 	230-31 	230-38 	36-0 	20c 25 	20124 

4. ‘ 	 1987-88 

I 
Imam nu 	 221-84 	220-03 	336 	215 67 	207 37 	31-6 	1612 	155-10 	23-7 	215-67 	207-37 	31-4 NIC  26-55 	2,53 	3 9 	26 55 	25-53 	3-9 	51 13 	49 13 	7-5 	26-55 	25-53 	14 
Total 	 255-39 	245-56 	37 5 	242 22 	232-90 	35-5 	2124 	204-24 	31-1 	242-22 	232-90 	34-8 

37-3 	1430 	184-59 	33-5 	163-24 	210-14 	36-5 

38-0 	85-201 	212-73 	36-1 	1742 	198-63 	33-7 	183-20 	212-73 	35-3 

32-7 	230-38 	230-38 	35-2 
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/1172 79 
lacom tax 23177 45)12 503 226-44 437-79 41-1 15743 30+75 34.0 273-55 432-1/ 47-7 

1542 1-7 710 15-011 17 13-60 3016 3.4 7110 15-01 1-7 

Total 24217 461320 52.2 23414 43247 30.5 173-23 33441 37-3 711-35 447-21 493 

/170410 
Iacono tax 273- 2 376415 412 217 71 363-53 391 165-36 276-02 304 2177$ 363 53 39-3 
MC 871 14-46 1-6 371 14-66 1-6 1755 29-30 3-2 8-71 14-66 14 
Total 23446 39010 421 22636 371 11 415 11241 305-12 33-5 22616 371-18 404 

/9804/ 
Income tax 279-'1 40134 426 270-89 38E-78 41.2 206-31 296-10 31-4 27049 311•78 40-7 
MC 11 14 1549 I 	7 11-14 15-99 1-7 an 31-98 3-4 11-14 15-99 1-7 

Total 29042 417 53 44 3 23203 404-77 42-9 223-59 323-07 3+8 212 03 404-77 42-4 

198 1-82 
Income taa 323-3 416-16 44 3 314-39 404-72 43-1 21018 309-19 324 314-39 404-72 42-5 
MC 15111 19-95 2 1 15 50 19-95 21 31-00 39-91 4-2 15-30 1945 2-1 
Total 33871 436-12 46-4 329 89 42+67 45-2 271-11 3/909 37-2 329419 42447 444 

1982-83 
342C 411-21 43 5 331 87 399-00 42-2 252-82 303-96 321 331-87 399-00 41-4 lococne tax 

19-25 23 - 14 24 1925. 23-14 2-4 31-39 46-29 4-9 19-25 2314 2-4 

Total 361 23 434 36 459 351 12 422-14 444 29132 35025 37-0 351-12 422-14 4+0 

15183.41 
Income tax 364-4: 418-60 426 352 77 405.21 41.3 268-75 308-70 314 352-77 405-22 40-7 

21 15 24-29 2 5 21 	15 24-29 2.5 42 30 43-59 44 21 15 24-3 2-4 

Total 315 37 44289 451 373 92 429-51 43-7 311-05 357-19 364 373-92 329-51 43-1 

1984-85 
Income tax 216411 43151 429 3113-21 419-00 414 31-86 31912 314 313-21 419-00 401 
MC 2239 24-60 24 22.50 24-60 2-4 45-00 9920 4-9 22-50 24-60 2-4 

Total 411-911 458 • 12 45-3 405 71 443-61 434 336 36 361113 36-4 405-71 44341 43-2 

1985-46 
Inman tax 427.27 441-07 43-0 412.85 426-19 41-6 31+16 324-31 31-7 412-85 426-19 41-0 
MC 2345 24-62 2-4 23 85 24-62 2-4 47-70 49-24 44 23-15 24-62 2-4 

Total 451-12 465-70 45-5 436-70 450-81 44-0 361 $6 373-55 36-5 436-70 45041 43-4 

1906-87 
I ama tax 461-39 461-39 432 44616 446-16 41-I 333-79 333-79 31-3 446-16 44616 41-3 
MC 23-45 23-63 24 25 65 23-65 2-4 5130 51-30 25-65 25-65 2-4 
Total 48744 487-01 45-4 471 81 471 81 44-2 345-09 3115-09 361 47141 47141 43-6 

19t7-88 
lacome tax 49339 474-51 434 477 69 459-31 42-0 341-06 334-67 30-6 477-69 459-31 41-3 
MC 26-55 25-53 2 3 26-55 25-53 2.3 3310 51-06 +7 26-55 2153 2-3 
Total 52045 50004 4 5- II 504 24 41414 444 401 16 315-72 33-3 504-24 41444 431 

In 
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Income tax 
N1C 
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198243 
Income tax 
N1C 

Total 

198344 
Income tax 
MC 

Total 

1084-8.5 
Income tax 
N1C 

Total 

190-16 
Imams MI 
MC 

Total 

/981647 
Inecene tax 
MC 

Total 

/917-81 
Income tax 
N1C 

Total 
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sag* 

Poo 
watt 

/1/0947 
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74940 
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70341 

59448 
14-46 

Per saw. 
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wat 	molt 

191647 
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grass  
bream 

51-2 

594 

45-6 
II 

46-8 

46-6 
1.2 

471 

47-9 
1-5 

49-4 

47-3 
17 

49-0 

46-6 
1.8 

41.4 

46-7 
1-7 

Nan*/ 

1 per 
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1 pt. 
wit 

191641 
prices 

Per eat. 
V grow morne 

Rama 

414 

444 

35-4 
24 

37-7 

367 
24 

391 

384 
3-0 

bactwoo 

W 10 
7-N1 

544 
1•2 

371.32 
742 

731-C 
I5-06 

270-44  
1540 

37543 
7-• 

33243 

34144 
971 

357-72 

421-57 
11-14 

439.71 

48947 
15-50 

725-25 
1501 

57-3 
1•2 

39440 

336-44 
1-78 

604 

464 
I-1 

4V7 

476 
I 2 

485 

48-8 
15 

50-3 

482 
1 	7 

306-12 

148-94 
978 

74691 

582-46 
1446 

21404 

271.16 
17-55 

55/41 

45243 
29-30 

74033 

582-46 
14-66 

51-5 

45-1 
1.1 

365-22 

43744 
1114 

60964 

627.84 
15-99 

643.83 

641.55 
19.95 

357 72 

421 57 
1114 

597-12 

615-01 
15-99 

231.71 

337-37 
222$ 

359-65 

393-10 
3100 

424-30 

414.29 
38-50 

452-79 

439-42 
42-30 

41-93  

464- 19 
31-91 

547-12 

615-08 
15 99 

631-07 

630-10 
19-95 

46-3 

46-2 
1-2 

44340 

491 36 
15 50 

43471 

49-47 
15 50 

631-07 

630-10 
19-95 

51617 

506-95 
39-91 

74-4 

47-5 
1-5 

51316 

530-91 
19.23 

661.50 

638 30 
23-14 

504-97 

520-75 
19 23 

65006 

626-08 
23-14 

546-15 

493-09 
46-29 

414 

374 
35 

50447 

52075 
1923 

630-06 

626-08 
23-14 

619-23 

640-92 
24-29 

490 

46-8 
1-7 

55016 

569-62 
21-15 

66144 

654.30 
24-29 

49-9 

47-6 
1-8 

54000 

55747 
21-15 

649-23 

64042 
24-29 

544-38 

504-75 
48-59 

41-1 

367 
3-5 

540-00 

55747 
21-15 

48-5 

46-1 
1-7 

590-77 

61143 
22-50 

67340 

676-25 
24-60 

494 

478 
1-7 

579.12 

605-21 
22 50 

663-22 

661-74 
24-60 

43112 

478-08 
4501 

553-34 

522-74 
411.20 

40.2 

364 
3-5 

57912 

605-21 
22-50 

66522 

661-74 
24-60 

474 

46.3 
1-7 

649911 

66.3-42 
23-15 

700-13 

63647 
24-62 

49-5 

47-9 
I 	7 

627 71 

651-05 
23-83 

686-34 

672-08 
24-62 

48-5 

46-9 
1-7 

523-08 

51541 
47-70 

57114 

532-27 
4924 

404 

37-1 
3-4 

627-71 

651-05 
23-15 

68634 

67208 
24-62 

43-0 

46-4 
1-7 

619-32 

717-47 
2545 

711-59 

717-47 
25-63 

49-6 

41-0 
I 	7 

674-90 

702 24 
25-65 

696-71 

702-24 
23-65 

48-6 

47-0 
1-7 

563-31 

555-04 
51 30 

5111-51 

555-04 
51-30 

495 

37-2 
3-4 

674-90 

702-24 
23-63 

696-71 

702.24 
25-65 

48 - 1 

46-6 
1-7 

743-12 

766-26 
26-53 

743-12 

734-77 
25-53 

49-7 

41 2 
I 	7 

727 59 

750-45 
26-55 

727-19 

721.57 
25 53 

41-7 

47-2 
1-7 

606-14 

59051 
53-10 

606-34 

367-79 
51-06 

61814 

404 

37-1 
3-3 

727-19 

73045 
26-53 

72719 

721-57 
25.53 

41-3 

46-7  
1-7 

742 111 762-30 446 77700 747-10 41-I 643-61 40-3 77700 747-10 48-4 
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-33r 	 Written Answers 	 27 MARCH 1987 	 Written Answers 	0 334 

ism c:41. 	~fp 	airedip  11217.1-00 	welt 111) 

Ski* Married am ci1111km 	 Married bee* seeeithes hierreed 2 Atkin. 

'P' 
sum* 

I per Per eser. 1P' I per Per ono. 1 per s.. Per ewe. 1 per 1p'. Per awe 
o 'rim vent osalt ef gram IOW* wok of rem mut mint ./r 

19110-87 Ismer /111617 leseeeter 1911947 Inroner /1/1447 beam 
pekes IMMO prim preen 

1978-n 
Income it HS 17 1,193-13 66-6 609-39 1.171 16 65-7 475-02 91-31 51.2 60131 1.17149 650 
MC 7-10 13-01 04 710 13-01 04 15-60 3016 1-7 Ill 13-01 04 

Total 62547 1,210-21 673 617 19 1./93 24 665 49042 94156 521 6144111 1,18747 654 

197900 
Income in 551- I1 423.39 304 345-6* 910-17 494 453-85 757-38 41-5 54341 91017 49-6 
MC 0-711 14-66 0-8 5-7* 14-66 04 17.55 29-30 1-6 Ii 14-66 04 

Total 561 -96 93804 51 4 554 46 925 52 507 47140 716-83 43.1 55446 92557 301 

1980-8 1 
!MOON nu 673-98 967.30 51 	3 665 09 93454 50-6 561.23 805.55 42.7 665-09 954-54 30-3 
MC 11 	14 15-99 08 1 	14 :5 99 0-8 22.23 31-93 1-7 11 	14 13-99 04 

Total 665-12 93328 52 1 676 23 r0-52 515 583.36 837-52 44-4 67*23 970-52 51-1 

1981-82 
Income au 760-98 979 62 52 2 73209 461 II 515 646 55 832.32 441 75249 961-11 51-2 
NIC 15-50 19-93 1 	1 15 50 :9-95 1- I 31.00 39-91 21 15% 19-95 1-1 

Total 77648 999.58 532 76739 913 13 52-6 677.55 172-22 46-4 761  59 911-13 52-3 

1982-83 
Income az 314 23 978 92 51 7  80407 966 71 51 	1 684 37 82250 433 8044" 966-71 507 
NIC 19 23 23 14 1 	2 19 25 21 14 1-2 38-50 46-29 2-4 18-25 23-14 1-2 

Total 13343 1,00202 530 82332 91985 523 722 87 869-08 45.9 123-32 989-13 511 

1983-84 
Income sit 177 -42 1,00786 513 865-77 99448 504 73093 839-65 42.7 86.5-"" 994-41 303 
MC 21 15 24 29 1 	2 21 	15 4-29 1-2 42-30 48-59 2-5 21 15 24 29 1-2 

Total $9157 1,032-16 52 5 386-92 I.011 73 519 773-21 338•24 45-2 386-92 1.011-7* 51-5 

1984-83 
Income en 95148 1,04036 51 4 938 21 I.= 85 50-7 794-52 666.73 421 938 21 1,023-15 504 
MC 22- 50 24-60 1 	2 22- 50 24-60 1-2 45-00 49-20 2-4 M 2:1 24-60 1-2 

Total 97398 1 064 96 526 960-71 1.05)-45 51-9 839 52 91714 45-4 960 71 1,050-45 51-6 

198146 
Income tax 1.02277 1,05511 515 .003-351 1.01013 508 855-61 883.25 43-1 1,00535 1,040-93 50-4 
MC 23-15 24-62 1 	2 23-85 4-6.2 1.2 47-70 4924 2-4 23-13 24-62 1-2 

Total 1046-62 1.030-44 52 7  .032201 LOC 55 520 903.31 932 50 45-5 1,032% 1,065-55 514 

/98647 
Income tam 1,101-59 1,101-59 51 6 .086361 1 .08636 50-9 92271 922-78 43-2 1,01636 1,086-36 50-6 
N1C 25.-65 25-65 1 	2 25 65 2563 1-2 51 30 51-30 2-4 254.5 23-65 1-2 

Total 1,127-24 1,127-24 528 1 	112 01 I 	I 	2-01 521 974-06 974-08 454 1,11211 1,11201 514 

1987-88 
Income tax 1175-10 1,13017 51 	7  I.15939 1 	• 	4 47 51-0 946-99 949-01 431 1,15959 1,114-77 30-7 

MC 26-55 23-53 1 	2 26 55 25 53 1 2 53-10 51-06 2-3 26 53 23-53 1-2 

Total 1.201-95 1.155-70 529 1 186 14 1 14050 522 1,04009 1,00007 45-8 118614 1,14050 51-9 

174 
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Saw* 	 Married eh dia.,' 	 Merrlari bosh seareAsi 	 Married 1 Abash 

1P' 
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soak 
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2,6114-27 
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1p.r 
mast 

(per 
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191647 
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Per taw. 
if grams 
Wow 

( per 
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(per 
wee 

199647 
prim 

l'w cow 
"Irma 

(p.' 
reit 

I' per 
rook 

190647 
prices 

Prr coo 
fel grim 

bacwar Worm 

rfra-711 
beccaos 144 1,361141 

7-10 
74-1 1,37943 2,M7-29 74-3 123634 2,39027 164 4376-44 2.66113 740 NIC 15-08 04 7-40 15-08 04 15-60 30 16 94 7-SO 15-01 0-4 

Total 1.396-21 2,699-35 752 1.311" 43 2,64237 741 1,25 I -94 2,42043 e5 1.31424 2,67621 74-4 

Pr/5480 
Ihicoose tax 1.201 98 2.015-07 
NIC 4-76 

55-3 1.31-411 2,00555 55-0 1.106-35 1,546-76 194 1,201-41 2,005-55 541 14-66 0-4 671 14-66 04 17 35 29-30 ei 17$ 14-66 0-4 
Total 1,21776 2,03273 55-7 1,210 26 1020-21 55-4 1,12390 1.876-05 514 1.21026 2,020-21 552 

11.0-8/ 
Income tax 1.462 38 2.091 81 556 .453491 2,086-05 55-3 1.3-4795 1,934 51 5!) 1.453-49 2.086-05 55-1 SIC 1114 15-99 04 :1 	14 15 99 0-4 22- 22 31-91 6-1 11-14 15 99 04 
Total 

roe 142 
income tax 
NiIC 

1.473-52 

1,636-38 

2.11479 

2,10654 

56-I 

561 

1.10463 

1.6.2" 49 

2.102-04 

2.095-10 

55-7 

55-3 

1.370-23 

l,521-95 

1.966-55 

1959-23 

52I 

522 

1,464-63 

1.627-49 

2,102-4 

2.095-10 

55-6 

55-6 15 50 19-95 05 15 50 19-95 0-5 31-03 39-91 I 	1 15-50 19-95 0-5 
Total 1,651-88 2,126-50 56-6 1.64:99 2,115-05 56-3 1,552-95 1.999-14 53-2 1.642-99 2.115-05 56-1 

;962-83 
income tax 1.758-63 2.114 35 55 9 L'4147 2102-13 55-5 1.62845 1.957-84 51 ' 1.741-47 2.102-13 55-3 `41C 19-25 23 14 06 '5 25 23-14 0-6 3-850 46-29 12 19-25 23- 14 0-6 
Total 1.77788 2,13749 565 l76'2 2,12328 56-2 1.666-95 2,004-12 53-4 1,767-72 2,125-22 56-0 

.1183-84 
Income tax 1.903-42 2,18639 557 1,891 77 2,173-01 55-3 1,754 85 2,015-74 513 1,891-77 2,173-01 55 1 MC 21 	15 24 29 0-6 2: 	15 24-29 0.6 42-30 48 59 12 21-15 24-29 0-6 
Total 1,924-57 2.210-69 563 1.91292 2,19731 55-9 1,797-15 2,064-33 525 1,912-92 2,197-31 55-7 

1194-85 
Income tax 2.061-48 2,254-04 537 204121 2,239-53 55-4 1,90296 2.080-71 514 2.048-21 2139-53 55-2 N1C 22 50 24-60 0-6 2230 24 60 0-6 45-00 49-20 12 2250 24-60 0-6 
Total 2.043-94 2.273-64 563 2.070-'1 2,264-13 56-0 .947961 2.12992 524 2,07071 2.264-13 55-8 

10346 
Income tax 2,213-77 2.285-30 558 2.19435 2.270-41 55-4 2,04554 2,111-63 515 2,199-35 2.270-41 55-2 NalC 23-85 24 62 0-6 23 41 24-62 0-6 47 70 49-24 I 2 23-85 24-62 0-6 
Total 2.237-62 2,309-92 56 4 2,223 33 2,295-03 560 2,093-24 2.160-87 52' 7 771 20 2,295-03 55-5 

.9116-417 
Income tax 
%IC 

2,311-99 2,3111-99 553 2 366 '6 2.3-66-76 35-5 2,203 18 2_203 18 514 2,366-76 2.366-76 55-3 23-65 25-65 0-6 25 65 25 65 0-6 51-30 51 30 12 25-65 25-65 0-6 
Total 2,407-64 2,407-64 564 2.3929! 2.392-41 56-I 2.254-43 2.254-48 524 2,392-41 2.392-41 55-9 

.467-8.8 
2,539-20 

26-55 
2,441 -49 ss 9 2523 39 2,426-29 55-5 2,350-79 2.260-33 3!' 39 2,426-29 55-3 25-53 06 26 5.5 25 53 0-6 53-10 51-06 I 2 26-55 2.5-53 0-6 

Total 2,565-75 2.467-02 se 4 2.549.14 2.451 82 56-1 2,403-89 2.311 39 524 2349-94 2,451 82 55-9 

Awes to rabic. 
Income tax payments are calculated on the assumption that :he tax uruts have no other tax rebefs apart from the standard alowsnoss_ Earner:, including working 

wawa, are assumed to pay dais. I National hasuracex contnthe_ons at the contracted in rate. The figures for National Lsursece contributions are financial year 
amass= 

2. Average earninp are taken to be the average gross weet!. urn' np of all full-time males on adult rates with pay unaffemod by absence. The kveis of average 
arainp in each year are as follows: 

I per reek 

1978-79 9210 
1979-10 109-30 
191041 131-40 
1911-12 145-90 
1912-13 157-40 
198344 171-00 
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pw week 

110641) 11541 
1110$41 10111 
101147 '21341 
1115-41 8227.30 

I Assails. weft orIll par sem as 11115-111. 
Asssels. prank Oil per ass. so 191047. 

The turceemrser seeliod oesple seemmi him joist wee. of the venous =Mei= of swap arsige Is ashadstios diegeembis income it is essemod that die joint sersiop ore split Whom him! mod ink • the moo 40:40. 

Fee the serried oomph with tute ciehhos. die porameope 0011:11.11 wrens mum sic as perramstaspei of prom emrsegi pito dald hem& For this purpose. 
lessoill year serape ant wed for tied limodt. 

The saitesses of iodnot time ere derived from the 11105 Fuer, Expenditure Sorer/ sod are hued am the Must:saw asureptios that 10 per coot. of digestible imam is seed_ Estimmeses atom Mat* kis seeds meads the MOON rues for wild agars an show& There ere deo quite wide variations is opeedisi 
peserse Wows hoeuebolds with tinder emus and compose:iota ast4, because of seraph% variation. there tea he sobsuistiel difference harvest tail grimmer 
coholood tram demo ?essay Cscpsadatart isrvers. 

4.Z.Pli • 
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11 DOWNING STREET 
WHITEHALL SW1A 2AB 

  

1 June 1987 

Dr Oonagh McDonald 
The Labour Party 
150 Walworth Road 
LONDON 
SE17 1JT 

Thank you for your letter of 27 May. I am happy to explain why 
I said on "Election Call" that the burden of tax on a family 
earning less than £400 a week is lower than it was in 1979. 

aktA4 	triviA 
144'4e re,t,2,644 

The basic facts are not, I trust, in dispute. Since 1979 this 
Government has raised the starting point for Income Tax by 
22 per cent more than inflation, and cut the basic rate of 
Income Tax by 6 points from 33 per cent to 27 per cent, while 
raising the level of the employee's National Insurance 
contributions by 21 points from 61 per cent to 9 per cent( k, 
400;41 kev.e %lab,/ cli 	 4‘01  tr.V 	414:vrvsoa 
Taking all th s 

 tt 
 ogether, and considering a family man on 

average 1978-79 earnings - which of course were substantially 
less than £400 a week - whose income had subsequently risen in 
line with inflation, we find that his tax burden is down by 
nearly a sixth - from 20.9 per cent of income to 17.7 per cent 
of income. 	That is a substantial reduction. 	nere would 
still be a reduction even if changes in VAT and other indirect 
taxes are full ta 	 account) 

The plain fact is that the real take home pay of the average 
earner, after tax and National Insurance, has risen by 
21.6 per cent more than inflation since 1978-79. 	That 
compares with a rise of only 0.6 per cent during the whole of 
the last Labour Government. 

In short, the combined burden of income tax and National 
Insurance has been reduced at all income levels under this 
Government. People only find themselves paying more tax if 
their income has risen in real terms.  

CAIA414 	6- 	skc.ft-A.1;__( A- 	if_ 

Deettl-A-^ 	C-4A li'/V!‘) 	 dr.v. 

NIGEL LA SON 
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11 DOWNING STREET 
WHITEHALL SW1A 2AII 

Dr Oonagh McDonald 
The Labour Party 
150 Walworth Road 
LONDON 
SE17 1JT 

3 June 1987 

6-4 
Thank you for your letter of 27 May. I am happy to explain why 
I said on "Election Call" that the burden of tax on a family 
earning less than £400 a week is lower than it was in 1979. 

The basic facts are not, I trust, in dispute. Since 1979 this 
Government has raised the starting point for Income Tax by 
22 per cent more than inflation, and cut the basic rate of 
Income Tax by 6 points from 33 per cent to 27 per cent, while 
ending the trivial reduced rate band and raising the level of 
the employee's National Insurance contributions by 21 points 
from 61 per cent to 9 per cent (with lower rates for those on 
lower incomes). 

Taking all these together, and considering a family man on 
average 1978-79 earnings - which of course were substantially 
less than £400 a week - whose income had subsequently risen in 
line with inflation, we find that his tax burden is down by 
nearly a sixth - from 20.9 per cent of income to 17.7 per cent 
of income. That is a substantial reduction. 	There would 
still be a reduction even if changes in VAT and other indirect 
taxes are fully taken into account. 

The plain fact is that the real take home pay of the average 
earner, after tax and National Insurance, has risen by 
21.6 per cent more than inflation since 1978-79. 	That 
compares with a rise of only 0.6 per cent during the whole of 
the last Labour Government. 



In short, the combined burden of income tax and National 
Insurance has been reduced at all income levels under this 
Government. People only find themselves paying more tax if 
their income has risen in real terms. By contrast, the Labour 
Party is committed to a substantial increase in taxation for 
all taxpayers, even on existing incomes. 

NIGEL LAWSON 
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FROM: A G TYRIE 
DATE: 24 JUNE 1987 

CHANCELLOR — elkA4A cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Paymaster General 
Mr Cropper 

According to Tribune, extract attached, the result of the 

Labour Shadow Cabinet vote will be announced on 8 July. 

As you said at Prayers this will still leave Mr Kinnock 

discretion on the distribution of the portfolios. 

You may also be interested to see Tribune's estimate 

of the increase in the number of Left Wingers and Stan Newens' 

explanation for his defeat (at the hands of Gerry Hayes!) 

AGN- 

A G TYRIE 
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tct -67Shadow Cabinet 
electi sns. set 
for early July 

Cq, u 
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THE Labour Party leadership 
is moving quickly to give the 
Shadow• Cabinet a new look 
following the general election. 

Elections for the Shadow 
Cabinet will take place in the 
first week of ;filly rather than 
in October. Nominations for 
the post of Chairman of the 
Parliamentary Labour Party 
and Chief Whip will open on 
June 18, and close on June 25. 
Voting will be open until July 
1, 	when results .• will ' be 
announced. Shadow Cabinet 
nominations open on June 25, 
and close on July 1. The results 
of the Shadow Cabinet vote 
will be announced on July 8. 

Some members of the pre-
sent Shadow Cabinet, includ-
ing Denis Healey, are expected 
to stand down, and Neil Kin-
flock is known to want to make 
other changes. 

The election has brought 69 
new Labour MPs. Most of the 
new intake are on the Left, 
about 35 being reckoned as soft 
Left, 20 as hard Left. There are 
now about 135 Left MPs. A 
substantial number of the new 
Scots MPs are expected to join 
the Tribune Group, and there 
are likely to be more joint 
members of the two groups. 

The Campaign Group held a 
meeting for new members in 
London last Saturday, but 
some probable members were 
still in their constituencies, and 
did not manage to attend; the 
Tribune Group was due to 
meet in Westminster on 
Wednesday, as we went to 
press. 

There will be pressure for 
the new strength. of the Left in 
the PLP to be organised behind 
a joint slate for the Shadow 
Cabinet elections. Previous 
attempts at joint slates have 
failed because of the Campaign 
Group's insistence that all 
members Of both groups should 
record their votes to ensure 
that they backed the whole 
slate. Tribune Group MPs indi-
cated this week that a joint 
slate would be possible, or a 
fall-back position where each 
group nominated candidates 
for fewer than the full 15 Sha-
dow cabinet places.. • 

Labour's new Shadow 
Cabinet is expected to look 
closely at changes in the pro-
jection of policy in the light of 
Labour's poor performance in 
London, the South East and 
the Midlands. 

George Foulkes, Right-wing 
MP for Carrick, has already 
blamed Labour's failure to du  

better in the south on some 
Labour councils' policies ' on 
ethnic minorities and gays and 
lesbians. But the effect on 
Labour's result • of . 

. councils and personalities 
which came under• sustained 
media attack in the campaign 
was not so easy to deduce from 
the election figures. ." 

Some of the biggest swings 
to Labour in England were on 
Merseyside; Labour gained the 
one remaining Tory seat in 
Manchester. In Birmingham, 
where hostilities between the. 
Right-wing Labour leadership 
and its Left-wing critics were 
shelved for the campaign, 
swings to Labour were mainly 
under 3 per cent. In Coventry, 
the biggest swing, 5 per cent, 
was to Militant supporter Pave 
Nellist, 2 per cent more than in 
the other seats in the city. 

In London, there were 
'swings to Labour in Lambeth, 
Camden and Islington, where 
the Tribune Group's secretary, 
Chris Smith; held his seae with. 
a majority up from 1 to 2 per 
cent. But Labour lost• votes, 
and seats, in London, with big 
swings against the party in 
Ealing and Waltham Forest, 
where newly elected Labour 
councils levied large rate in-
creases in April. The success of 
Labour's first black parliamen-
tary candidates was marred by 
the fact that, with the excep-
tion of Keith Vaz in Leicester, 
they were elected despite 
swings against them, after 

' Tory cafididates played the 
race card. . 

The social changes of eight 
years of Thatcherism were a 
common factor to many seats 
in the South East or where 

. Labour did badly. Oonagh 
MacDonald lost her seat in 
Thurrock and Stan Newens 
MEP, who failed.  to win back 
his former seat in Harlow, said 
that the combined effect of 
council house sales, and the 
sale of shares in nationalised 
industries, had changed the 
attitudes of former Lebow: vo- 
ters. 	- 

There have been major 
population changes in the past 
four years in Battersea, where 
Alf Dubs lost his seat, and 
Putney, where Peter • Hain 
failed to win. More than 10,000 
new voters have moved in to 
Battersea since the last elec-
tion, evidence of the Tory coun-
cil's housing policies, which 
drive out Labour voters by sell-
ing whole estates . to private 
developers. 
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