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RT, HON, ROY HATTERSIEY, MP: Yesterday, the Chajcellor of
the Exchequsr told you, that the British economy is on the road
to recovery. In replying to him tonight, I don't propose to p'ay
the usual party gamc of challenging everything that he sald, But
of course we all welcome some parts of the Budget. Some things
are certainly better than they were in 1981 and Y62, But that’s
not muck of an achievement, As a nation, we are still nothing
like as prosperous as we wers five year's ago., Before

Mrs., Thateher and her Government were first elected, Outputis
improved over the last couple of years, we've climbed a little
way oul of the pit that Conservative policles dug. But we still
produce less than we did in 1979, and in that year Mrs, Thitcher
wag elected on a promise to cut taxes.

Today, the tax bill is actually
17,000 million pounds more than it was before she bccame

Prime Minigter. Yesterday the Chancellor juggled a lot cf the
figures, BPut althou*h he 3idntt tell you, the overall tax bill
ig going up still higher, Mngt of all, there®s no hope of ending
the weste and misery of unemployment. Even with the Jovernuwentls
own figures, there are today, 3% millior men and womer out of
work.  We'lve the worst unemployment record in the industrialised
world, and more jcbs are lost every month, But the Chancellor
doesn't even attempt tu put Britain back to works,

T keop asking him in the House
of Commons, how many people he plans to mak2 unemployed next year
and the year after. He's got atatistice for everything else. But
he never answers that question, Thatss because he knows that
unemployment is not going to get any better, and that makes
nonsense of any talk about recovery. Definition of recoveryv
which doesn't put Britain back to werk, is not a definition which
ought to be acceptable in a civilised societye

Add although the Goverrment
claim that our economy's on che mend, it still cheats the
pensioner out of a Pound a week which was cut off last yvear'?!s
inerease. Prescription charges are still pushed up by 20p an
item, Child Benefit won!'t be increased enough to protect families
from the rising costs of living, And all over the country,
essential services like home helps, Mealg-on-Wheels and nursery
clagses, are destroyed because the Government says, we ocan't

afford to pay for them,
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No Chancellor - or at least
no Chancellor with decent priorities would allow these things to
happen if he really “elieved that Britain was on the rcad to xecovery
Indeed, if the Chancellor had any faith in ais own forecasts, he
would have produced a quite different Budget. He can't expect us
to believe that the difference between economic success and
failure is VAT on take-away foods., If we noed to tax fish and
chips, the British economy really is in a bad weay.

Of course the Budget's tinkered
about with a lot of taxes, mainly by cutting those which hel» the
better off. Anyone with £70,000 or more of savings in the bark
will receive a £25 a week windfall, thanks to yesterday's Budget.
Anyone wko does business on the Stock Exchange w.ll pay less tax.
So will the big profit meking companies who simply hecard their
profits without providing any benefit to our country. But that
sort of tex change isn't going to put the economy back on its
feet, Nor are the changes in Income Tax, They give most help
to peosle who don't need Zt. People like the family earning
£50,000 a year, which, thanks to yesterday's Budget, will be over
£600 a year better off,

The money that's gone to tae
people on top galaries will be much better used on a decent
increase in Chi’d Benefit and a wortawhile improvement in the
Pension. Tne Bu wet's a tragedy for the low-paid and a tragedy

for the unemployed, but it's also a tragedy for everyone in
Britain who want to see our country prosperous again. And it's
a tragedy that's made all the more desperate by the simple 1act
that we could and should be doing better than the Chancellor end

his policies make possible.

Yesterday, by doing no more
than juggle with tax details, he threw away our chanees of
reccvery. The chance that should have encouraged investmeut in
private industry. By increasing spending power and pushing up
demands for the goods and services our stagnant ecenemy ovught to
provide, He should have boosted a recovery by public investment
in roads, in railways and hospitals, and all the essential
projects which directly create johs in the public services anc.
generate many more in rravate industry.

There are a million familizss in
Groat Britain who need a decent houe= but don't have one, And thex>
are 400,000 construction workers signing on for Unemployment Taye
Tt's just common sense to give +hose building wor'wers the chance
to build the houses we need, and 1f we d:d that, *te whole nation
would henelit., But common sense is above all what yestewvaay's
Budget lacked, It was full of complicated financial thecries.
And there was a great deal in it to apreal to the City of Londor:
and the people who read the financial pages at the back of our
newspapers. But for ordinary families it offered very littlee
Industry won't recover, unemployment won't come down, poverty
will remain. In fact this Budget is just a re~run of the old
formula, the formula you've heard every year since 1979 and the
formula that has failed every year since 19794
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After each Budget you are told
that recovery is just around the corner. But unemployment gets
worse, our public services are ocut nearer and nearer to the bone,
our taxes and rates go up agein and hundreds of thousands of
families living in poverty, suffer even more.

We were told in 1979 that
Britain was entering a new era of prosperity. And there is no
doubt that that year should have been a turning point for our
country. For suddenly we began to enjoy a magsive bonus of Nortan
Sea oil, nine thousand million Pounds pa‘d into the Treasary
every year., Money that no other British Government had ever
received, That money should have been used to rebuild Britisa
industry. It was a majox opportunity for Britalu tc forge ahead,
But the Government threw all that chance away.

0f course, we can put the

years of poverty and unemployment, the years of failure, btzshiad
us. We can build a more prosperous end a fairer Britain, wistakes

made in yesterday's Budget cen be put right and one day they will
bee.
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RT, BON, NIGEL LAWSON MPs . You already by now have heard what
igs in the Budget. And you'll be reading a lot more in the papers
tomorrow, But in a couple of days it¥ll stop being news, and
then there'll be different reports about inflation and exports
and unemployment and interest rates. They will all me.ge into a
jumble with very li‘tle pattern to it, But there is 2 pattern
all the same., In the old days, Britain used to lurch from one
economic crisis to another and Governments used to stagger from
one gimmick to the next, What we've done is to get away from all
that., And that meais taking a longer view, So I'd like to take
o moment to look at the pattern that underlies all the day to dey
events and show how today's Budget fits into it. How It io
designed t> move us closer to the objective which we've been
working for ever since 1979

Running through every one of our
Budgets since 1979 has been the same, consistent strategy. The
aim is simple., To create steadily rising prosperity, instead of
the repeated 'stop~go' that did us so much damage in the past,
The change can be seen most clearly with inflation, for thatts
the biggest wenace of all, The rate of mrice ircreases went up
under every government for a generation, 3% from 1951 to 1964,
that was under the Conservatives, 42% from 19€4 to 1970 under
Labour. 94% from 1970 to 1974 and that was under us again. And
15%% from 1974 to 1979 under the Wilson and Callaghan Governments.

That was the first and the biggest
tagk we had to tackle, because inflation is the great destroyer
of savings in jobs., When we took over, i was still on a rising
path., 163% up to the end of our first, rull year, bub we dbrought
1t down to 2% in 1981, to 8% in 1982 and Lo 43% last yeax.

Today's Budget is designed to get it e%ill lower and to keep it
there and lower price rises have brought with them, lower interest
rates, And thet's part of our policy too. To make it cheaper for
people to buy their homes, and for businesses to finance their
expansion,

Lower inflatlion has glven u3 a firmm
foundation for recovery. Everyone now agrees that the recovery is
well under way., There's evidence everyvhere, And lock at Britain's
output over the past 5 ycars, shows the pattern quite clearly. A
rise to the end of 1979, a fall during the world recession until
the middle of 1981 and then a steady rise ever since, Overtaking the
1979 peak and still going up. At the same time, Britain is getting
more efficient. Our productivity rose sharply last year, that means
that people are producing more in a shorter time. And that's what
we need if we are to sell our goods abroad and new orders bring new

jobs.
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But of all the figures I get, and
T can tell you I get plenty of them, one that gives me special
pleasure is our position in the Common Market League Table for
Teonomie Crowthe Our 10 year average from 1973 to 1982 put us
firmly in the relegation zone, right at the bottom in facte Last
year, we were right at the top and the international forecasters
of the ORCD in Paris, think we shall be top again this year.

We in the Government haven'!t done
this. Covernments can't, It's business and industry that have
done iu. All Governmeats can do, is to create the conditions thut
make 1% possible and that's where this Budget fits in.

Today, I announced important
changes in the way companies are taxed, The idea is %o bring down
sharply the rate of tax they pay on their profits and to get them
to put their money into projects that will be successfiul, Not
just because that is good for British business, though it is, bnt
because it is good for profits and profits are good for johs. But
there i3 just one great danger.. A danger that could slow dowm the
recovery and make us worse off than we need be. That danger is
too much govermment spending. What government spends, has 1>
come either from taxes or from borrowing, no responsible govern-
ment wante to run up huge debts which our children will kave to
pay off. So if we were to let Government spending rush ahead,
that would have to be paid for by higher taxes. Let me show you
what I mean with a diagram,

Over the years, national output
has risen, but governmment spending has risen even faster, so we
have all had to bear an ever. increasing burden of tax and thatts
left people and businesses with Jess spending powe. and it's
slowed down the economy. Now, we have a real prospect of steady
growth in the years alead. But if Govermment smending went on
rising in the old way, as it did before this govermmen: brought
it under control, weld never be able to cnt tax rates, But it
we can now continue to hold it ab its present level, and L[ mean
hold it, not cut it, then as putput rises we shall all have a
bigger and bigger share to spend as we choose and companies will
have more and more to invest in new Jobs,

Todayts Budget contained another
important step to help businesses and to help them to create new
jobs, The end, at long last, of the National Insurance surcharge
The tax on jobs introduced by Labour, So we've removed yet another
weight from around the necks of British business,

There was gond news > Incone "Max too.
Most people agree that those on low incomes are paying too much tax.
Today I did scmething about that, making it more worthwhile to work
by giving both single people and married couples a 123% increase on
tnheir tax allowances. The married allowance will now be higher in
real terms than at any time in the 40 years of our post-War hiastory.
In order to bring down taxes on wages, I've hed to put up some taxes
on spending, on cigarettes for example, But I believe that people
prefer to have more money in their pockets to spend and to save as
they wishe.
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So well over % : of a million
people who would have been paying Tncome Tax next year if I'd not
put up the allowances, nNow won't have to pay any at all. And that
includes 100,000 widows, And the fax paid by most married couples,
will go down by at least £2 a woek |

And there was more good news for
the young couple, thinking of buying their first home and worried
about tie Stamp Dubty they have to pay. Following the Budget,
nine cut of ten of them won't now have to pay any Stamp Duty at
all,

This Budget looks ahead and it
sets the pattern for the next four years. It's designed to meke
the economy work better and help bring new jobs, Ard it points
the way %o lower taxes too, our policies are paying cff, and we
are sticking to them,

Today, inflation is down and the
economy: 18 growing, Our prospects are very much better than for
a lorg time past. This Budget builds on that success.
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Mr. Chancellor of the Exchequer

PROVISIONAL COLLECTION OF TAXES: That pursuant to section 5 of the Provisional Collection
of Taxes Act 1968 provisional statutory effect shall be given to the following Motions : —

(@) Spirits (Motion No. 2)

(b) Beer (Motion No. 3)

(¢) Wine and made-wine (Motion No. 4)
(d) Cider (Motion No. 6)

(e) Tobacco products (Motion No. 7)

(f) Hydrocarbon oil (Motion No. 8)

(g) Vehicles excise duty (Motion No. 9)
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ARRANGEMENT OF WAYS AND MEANS RESOLUTIONS

I. Amendment of the law.
2. Spirits.
3. Beer.
4. Wine and made-wine.
5. Meaning of *“ sparkling ” in relation to wine and made-wine.
6. Cider.
7. Tobacco products.
8. Hydrocarbon oil.
9. Vehicles excise duty.
10. Gaming licence duty.
11. Gaming machine licence duty.
12. Free zones.
13. Restriction of zero-rating (food).
14. Restriction of zero-rating (construction of buildings, etc.).
15. Zero-rating (supplies outside the United Kingdom).
16. Value added tax (discretionary registration).
17. Customs and excise duty and value added tax (reliefs).
18. Car tax and value added tax (distress and poinding).
19. Income tax (charge and rates for 1984-85).
20. Income tax (personal reliefs).
21. Relief for interest (limit for 1984-85).
22. Corporation tax (charge and rate for financial year 1983).
23. Corporation tax (reducing fraction for chargeable gains).
24. Advance corporation tax (rate for financial year 1984).
25. Corporation tax (small companies).
26. Relief for interest: bridging loans.
27. Life assurance premium relief.
28. Insurance policies.
29. Registered friendly societies.
30. Expenditure of Members of the House of Commons.
31. Reduction and abolition of certain reliefs in relation to foreign earnings and emoluments.
32. Benefits in kind: scholarships.
33. Share options.
34. Business expansion scheme.
35. Schedule B.
36. Groups and consortia.
37. Stock relief.
38. Deep discount securities.
39. Grants under Industrial Development (Northern Ireland) Order 1982,

40. Amendments to territorial extension of tax.

41. Initial and first-year allowances.

42. Transfers under Oil and Gas (Enterprise) Act 1982.
43. Capital gains.

152910 | A2




45.
46.
47.
48.
49.
50.
51.
DZs
S3s
54,

( 4)

Oil exploration and exploitation activities.

Controlled foreign companies.

Offshore funds.

Capital transfer tax.

Reduction of stamp duty on conveyances or transfers.
Stamp duty: sub-sales.

Stamp duty: agreements for leases.

Stamp duty: sale of houses at discount by certain bodies. -
Oil taxation (reliefs for expenditure and losses).

Oil taxation (payments for minimum delivery and capacity payments).
Relief from tax (incidental and consequential charges).



o (5)

1. Amendment of the law

- That it is expedient to amend the law with respect to the National Debt and public revenue
and to make further provision in connection with finance; but this Resolution does not extend
to the making of any amendment with respect to value added tax so as to provide—

(a) for zero-rating or exempting any supply:

(b) for refunding any amount of tax, otherwise than by a provision relating to supplies to,
and importation by, a government department within the meaning of section 27 of the
Value Added Tax Act 1983;

(¢) for varying the rate of that tax otherwise than in relation to all supplies and importations;
or

(d) for any relief other than relief applying to goods of whatever description or services of
whatever description. ol e .

2. Spirits < - .
That, as from 14th March 1984, the rate of duty specified in section 5 of the Alcoholic Liquor

Duties Act 1979 shall be increased from £15:19 per litre of alcohol in the spirits to £15-48 per
litre of alcohol in the spirits. |

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

3. Beer
That, as from 14th March 1984, the rates of duty specified in section 36 of the Alcoholic Liquor
Duties Act 1979 shall be increased—
(a) from £21-60 for each hectolitre to £24-00 for each hectolitre; and

(b) from £0:72 for each additional degree of original gravity exceeding 1030 degrees to £0-80
for each such additional degree.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

4. Wine and made-wine

That, as from 14th March 1984, the rates of duty under sections 54 and 55 of the Alcoholic
Liquor Duties Act 1979 shall be as follows— |

Rates of duty

Description of wine or made-wine per hectolitre
£

(1) Wine or made-wine of a strength of less than 15 per cent

and not being sparkling ... 90.50
(2) Sparkling wine or sparkling made-wine of a strength of less

than 15 per cent ... 149.40
(3) Wine or made-wine of a strength of not less than 15 per cent

but not exceeding 18 per cent ... 157.50

(4) Wine or made-wine of a strength exceeding 18 per cent but
not exceeding 22 per cent R 183.30

(5) Wine or made-wine of a strength exceeding 22 per cent ... 183.30 plus

£15.48 for every 1 per cent or

part of 1 per cent in excess of

22 per cent.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.
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5. Meaning of “sparkling ™ in relation to wine and made-wine

That, for the purposes of the Alcoholic Liquor Duties Act 1979, provision may be made with

respect to the meaning of “ sparkling ” and * rendered sparkling ” in relation to wine and made-
wine.

6. Cider
That, as from 14th March 1984,—

(a) the rate of duty specified in section 62(1) of the Alcoholic Liquor Duties Act 1979 shall
be increased from £9-69 per hectolitre to £14-28 per hectolitre; and

(b) in the definition of “ cider ” in section 1(6) of that Act for the words * strength less than
8+7 per cent.” there shall be substituted * strength less than 85 per cent.”.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

7. Tobacco products

That, as from 16th March 1984, for the Table in Schedule 1 to the Tobacco Products Duty
Act 1979 there shall be substituted—

“ TABLE
1. Cigarettes ... An amount equal to 21 per cent. of the retail
price plus £24-97 per thousand cigarettes.
2. Cigars £47-05 per kilogram.
3. Hand-rolling tobacco ' ... £40-60 per kilogram.
4. Other smoking tobacco and chewing
tobacco ... £24-95 per kilogram.”

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

8. Hydrocarbon oil
That, as from 6 o’clock in the evening of 13th March 1984,—

(1) the rates of duty specified in section 6(1) of the Hydrocarbon Oil Dutiecs Act 1979 shall be
increased—

(a) in the case of light oil, from £0- 1630 a litre to £0+1716 a litre; and
(b) in the case of heavy oil, from £0- 1382 a litre to £0- 1448 a litre; and

(2) in section 11(1)(@) of that Act (rebate on kerosene, other than aviation turbine fuel) for the
words “of £0-0022 a litre less than ” there shall be substituted the words “ equal to ™.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.



. ( 7))

9. Vehicles excise duty.

. That the Vehicles (Excise) Act 1971 and the Vehicles (Excise) Act (Northern Ireland) 1972
shall have effect, in relation to licences taken out after 13th March 1984, with the amendments set

out below.

But this Resolution shall not authorise the making of amendments which would result in
different provisions being in force in different parts of Great Britain,

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

(1) In the said Acts of 1971 and 1972, for the provisions of Part II of Schedules 1 to 5 (annual
rates of duty) there shall be substituted the provisions set out below :

PROVISIONS SUBSTITUTED FOR PART II oF SCHEDULE | TO AcT OF 1971 AND ACT OF 1972

Description of vehicle ;o Rate of duty
£

1. Bicycles and tricycles of which the cylinder capacity of the engine does
not exceed 150 cubic centimetres 9.00

2. Bicycles of which the cylinder capacity of the engine exceeds 150 cubic
centimetres but does not exceed 250 cubic centimetres; tricycles (other than {
those in the foregoing paragraph) and vehicles (other than mowing machines)
with more than three wheels, being tricycles and vehicles neither
constructed nor adapted for use nor used for the carriage of a driver or

passenger ... 18.00
3. Bicycles and tricycles not in the foregoing paragraphs ... 36.00

PROVISIONS SUBSTITUTED FOR PART II OF SCHEDULE 2 TO THE ACT OF 1971 AND ACT OF 1972

Description of vehicle Rate of duty

£

Hackney carriages ... 45.00

with an additional 90p for each
person above 20 (excluding the
driver) for which the vehicle

has seating capacity.
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PROVISIONS SUBSTITUTED FOR PART II OF SCHEDULE 3 TO ACT OF 1971 AND ACT OF 1972

Weight unladen of vehicle Rate of duty
1. 2. 3. 4. 5.
Additional
for each
ton or
Description of vehicle Exceeding Not Initial part of a
exceeding ton in
excess of the
weight in
column 2
2 £
1. Agricultural machines; digging machines; e - 15.00 —
mobile cranes; works trucks; mowing
machines; fishermen’s tractors
2. Haulage vehicles, being showmen’s vehi- - 7% tons 144,00 —
cles 7} tons 8 tons 172.00 —
8 tons 10 tons 203.00 -
10 tons — 203.00 31.00
3. Haulage vehicles, not being showmen’s - 2 tons 171-00 e
vehicles 2 tons 4 tons 30800 —
4 tons 6 tons - 445.00 —
6 tons 7% tons 581.00 —-
7% tons 8 tons 710.00 -
8 tons 9 tons - 831.00 ——
9 tons 10 tons 951.00 —
10 tons 11 tons 1,088.00 —
11 tons - 1,088.00 136.00
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PRrOVISIONS SUBSTITUTED FOR PART II oF SCHEDULE 4 TO ACT OF 1971 AND ACT OF 1972

TABLE A

RATES OoF Duty oN RIGID GOODS VEHICLES EXCEEDING 12 TONNES PLATED GR0OSS WEIGHT

GENERAL RATES

Plated gross weight of vehicle Rate of duty
1 2 3. 4. 5.

Exceeding Not Two axle Three axle Four or more

exceeding vehicle vehicle axle vehicle
tonnes tonnes £ £ £
12 13 410 320 320
13 14 530 340 340
14 15 640 340 340
15 17 850 340 340
17 19 o 460 340
19 21 — 610 340
21 23 - 780 490
23 25 e 1,250 690
25 27 —- —— 930
27 29 — - 1,200
29 30.49 - — 2,100
TABLE A(1)

RATES OF DuTyY ON RIGID GooDS VEHICLES EXCEEDING 12 ToNNES PLATED GROSS WEIGHT
RATES FOR FARMERS’ GOODS VEHICLES

Plated gross weight of vehicle Rate of duty

1. 2 3. 4, ot
Exceeding Not Two axle Three axle Four or more

exceeding vehicle vehicle axle vehicle
tonnes tonnes £ £ £

12 13 140 125 125

13 14 150 125 125

14 15 155 125 125

15 17 195 135 125

17 19 - 145 125

19 21 - 160 135

21 23 - 170 145

23 25 - 230 160

25 27 - - 190

27 29 - - 225

29 30.49 - - 360
152910 B*
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TABLE A(2)

RATES OF DuTY ON RiGID Goops VEHICLES EXCEEDING 12 TONNES PLATED GROSS WEIGHT
RATES FOR SHOWMEN’S GOooDS VEHICLES

Plated gross weight of vehicle Rate of duty

1. 2 3 4. Qi
Exceeding Not Two axle Three axle Four or more

Exceeding vehicle vehicle axle vehicle
tonnes tonnes £ 3 £
12 13 140 125 125
13 14 150 125 125

14 15 (155 125 25

15 17 195 135 125

17 . 19 — 145 130

19 : 21 — - 170 145

21 23 — 185 170

23 25 — 270 190

25 | 27 — o 230

b | 29 - - 280

29 30.49 — - 455

TABLE B

SUPPLEMENTARY RATES OF DuUTY ON RI1GID Goops VEHICLES OVER 12 TONNES USED FOR
DRAWING TRAILERS EXCEEDING 4 TONNES PLATED GROSS WEIGHT

GENERAL RATES

Gross weight of trailer
: Duty supplement
Exceeding Not exceeding
tonnes | tonnes | LR
4 8 75
8 10 | 95
10 12 120
12 14 170
14 — 330
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TABLE B(1)

SUPPLEMENTARY RATES OF DuTty ON RIGID GoopS VEHICLES OVER 12 ToONNES USED FOR
DRAWING TRAILERS EXCEEDING 4 TONNES PLATED GROSS WEIGHT

RATES FOR FARMERS’ GOODS VEHICLES

Gross weight of trailer

Duty supplement
Exceeding Not exceeding

tonnes tonnes £
4 8 75

8 10 95

10 12 120

12 14 170

14 — 330

TABLE B(2)

SUPPLEMENTARY RATES OF DuTY ON RIGID Goops VEHICLES OVER 12 ToNNES USED FOR
DRAWING TRAILERS EXCEEDING 4 TONNES PLATED GROSS WEIGHT

RATES FOR SHOWMEN’S GoODS VEHICLES

Gross weight of trailer

Exceeding

Not exceeding

Duty supplement

152910

B*2
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TABLE C

RATES OF DUTY ON TRACTOR UNITS EXCEEDING 12 TONNES PLATED TRAIN WEIGHT
AND HAVING ONLY 2 AXLES

GENERAL RATES

Plated train weight of tractor unit Rate of duty
14 2. 3. 4, 5.
For a tractor For a tractor For a tractor

unit to be used unit to be used unit to be used

Exceeding Not exceeding with semi-trailers only with semi- only with semi-

with any number trailers with not trailers with not

of axles less than two less than three
axles axles

tonnes tonnes -5 £ £

12 14 470 420 420
14 16 590 440 440
16 | 18 690 440 440
18 20 810 440 440
20 22 940 550 440
22 23 1,000 620 440
23 25 1,150 780 440
25 26 1,150 870 530
26 28 1,150 1,090 720
28 29 1,210 1,210 820
29 31 1,680 1,680 1,050
31 33 2,450 2,450 1,680
33 34 ; 2,450 2,450 2,250
34 36 2,750 2,750 2,750
36 38 3,100 3,100 3,100
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TABLE C(1)

RATES OF DUTY ON TRACTOR UNITS EXCEEDING 12 TONNES PLATED TRAIN WEIGHT
AND HAVING ONLY 2 AXLES

RATES FOR FARMERS’ GOODS VEHICLES

Plated train weight of tractor unit Rate of duty
1. ) 3 4, 3,
For a tractor For a tractor For a tractor

unit to be used unit to be used unit to be used

Exceeding Not exceeding with semi-trailers only with semi- only with semi-

with any number | trailers with not trailers with not

of axles less than two less than three
axles axles

tonnes tonnes £ £ £

12 14 145 140 140
14 16 160 140 140
16 18 170 140 140
18 20 175 140 140
20 22 185 145 140
22 23 190 155 140
23 25 210 | 165 145
25 26 210 170 155
26 28 210 190 175
28 29 210 205 185
29 31 280 280 220
31 33 395 395 320
33 34 750 750 750
34 36 905 905 ' 005
36 38 1,020 1,020 1,020
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TABLE C(2)

RATES OF DUTY ON TRACTOR UNITS EXCEEDING 12 TONNES PLATED TRAIN WEIGHT
AND HAVING ONLY 2 AXLES

RATES FOR SHOWMEN’S GOODS VEHICLES

Plated train weight of tractor unit Rate of duty
1. 2 3. 4, 5.
For a tractor For a tractor For a tractor

unit to be used unit to be used unit to be used

Exceeding Not exceeding with semi-trailers only with semi- only with semi-

with any number | trailers with not trailers with not

of axles less than two less than three
axles axles

tonnes tonnes £ £ £

12 14 145 140 140
14 16 160 140 140
16 18 170 140 140
18 20 180 155 155
20 22 205 165 165
22 23 220 170 170
23 25 250 190 175
25 26 250 205 185
26 28 250 240 215
28 29 260 260 230
29 31 355 355 275
31 33 495 495 405
33 34 . 925 925 025
34 36 1,125 1,125 1,125
36 38 1,265 1,265 1,265
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TABLE D

RATES OF DuTY ON TRACTOR UNITS EXCEEDING 12 TONNES PLATED TRAIN WEIGHT
AND HAVING 3 OR MORE AXLES

GENERAL RATES

Plated train weight of tractor unit Rate of duty
1y 2 3 4. 5.
For a tractor For a tractor For a tractor

unit to be used unit to be used unit to be used

Exceeding Not exceeding with semi-trailers only with semi- only with semi-

with any number | trailers with not trailers with not

of axles less than two less than three
axles axles

tonnes tonnes £ £ £

12 14 420 420 420
14 20 440 440 440
20 2 550 440 440
22 23 620 440 440
23 25 780 440 440
25 26 870 440 440
26 28 1,090 440 440
28 29 1,210 | 520 440
29 31 1,680 640 440
31 33 2,450 970 440
33 34 2,450 1,420 | 550
34 36 2,450 2,030 830
36 38 2,730 2,730 1,240
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TABLE D(1)

RATES oF DuTY ON TRACTOR UNITS EXCEEDING 12 TONNES PLATED TRAIN WEIGHT
AND HAVING 3 OR MORE AXLES

RATES FOR FARMERS’ GOODS VEHICLES

Plated train weight of tractor unit

Rate of duty

A},

For a tractor
unit to be used

4.

For a tractor
unit to be used

D

For a tractor
unit to be used

Exceeding Not exceeding with semi-trailers only with semi- only with semi-

with any number | trailers with not trailers with not

of axles less than two less than three
axles axles

tonnes tonnes % £ %

12 20 140 140 140
20 22 145 140 140
22 23 150 140 140
23 25 165 140 140
25 26 170 145 140
26 28 190 170 155
28 29 205 180 165
29 31 280 215 195
31 33 395 315 230
33 34 470 470 285
34 36 670 670 430
36 38 900 900 650

S——
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TABLE D(2)

RATES OF DUTY ON TRACTOR UNITS EXCEEDING 12 TONNES PLATED TRAIN WEIGHT

AND HAVING 3 OR MORE AXLES
RATES FOR SHOWMEN’S GOODS VEHICLES

Plated train weight of tractor unit Rate of duty
1. 2. 33 4, of
For a tractor For a tractor For a tractor

unit to be used unit to be used unit to be used

Exceeding Not exceeding with semi-trailers only with semi- only with semi-

with any number | trailers with not trailers with not

of axles less than two less than three
axles axles

tonnes tonnes £ £ £

12 18 140 140 140
18 20 145 145 140
20 22 165 160 140
22 23 170 165 140
23 25 190 170 155
25 26 205 180 165
26 28 240 | 210 180
28 29 260 225 200
29 31 8581 v 270 240
31 33 495 395 290
33 34 580 580 355
34 36 830 830 540
36 38 1,115 1,115 805

PROVISIONS SUBSTITUTED FOR PART Il OF SCHEDULE 5 TO ACT OF 1971 AND ACT OF 1972

Description of vehicle Rate of duty
£
1. Any vehicle first registered under the Roads Act 1920 before 1st January
1947, or which, if its first registration for taxation purposes had been effected
in Northern Ireland, would have been so first registered under the Act as in
force in Northern Ireland ... = ; 60.00
2. Other vehicles 90.00
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(2) In subsection (5) of section 16 of the Act of 1971 (rates of duty for trade licences), including
that subsection as set out in paragraph 12 of Part I of Schedule 7 to that Act, for “ £42” and
“£8-50  there shall be substituted, respectively, “ £44  and ““ £9 ”.

(3) In subsection (6) of section 16 of the Act of 1972 (rates of duty for trade licences), including
that subsection as set out in paragraph 12 of Part I of Schedule 9 to that Act, for “ £42” and
“£8-50” there shall be substituted, respectively, “ £44  and “ £9 ”.

(4) In Part I of Schedule 4 to the Acts of 1971 and 1972 (annual rates of duty on goods vehicles :
general provisions)—

(a) in paragraph 1(1), for “ £150 ” there shall be substituted *“ £130 ;
(b) in paragraph 2, for ““ £320 ” there shall be substituted ““ £290 ”;

(¢) in paragraph 6(1), for “ £63 ” there shall be substituted ““ £67 ’; and
(d) in paragraph 7, for *“ £85 ” there shall be substituted “ £90 .

10. Gaming licence duty

That, for the purposes of gaming licence duty charged on gaming licences for any period
beginning after 31st March 1984, the following Table shall be substituted for the Table set out
in section 14(1) of the Betting and Gaming Duties Act 1981—

TABLE
Part of gross gaming yield o Rate
The first £375,000 ... ... 21 per cent.
The next £1,875,000 ... 123 per cent.
The next £2,250,000 25 per cent.
The remainder 331 per cent.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

11. Gaming machine licence duty

That provision may be made modifying the penods for which whole-year gaming machine
licences are to be granted.

12. Free zones

That provision may be made in connection with goods which are or have been within any area
(to be known as a free zone) designated as a special area for customs purposes.
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13. Restriction of zero-rating (food)

That, with respect to supplies made on or after 1st May 1984, in Schedule 5 to the Value
Added Tax Act 1983, Note (3) in Group 1 (Food) shall be amended by inserting “ (a)” after
the word “ includes ”” and by adding at the end * and

(b) any supply of hot food for consumption off those premises;

arlllcjl 1for the purpose of paragraph (b) above ‘hot food’® means food which, or any part of
which,—

(i) has been heated for the purpose of enabling it to be consumed at a temperature
above the ambient air temperature; and

(i1) is at the time of the supply above that temperature *.

This Resolution shall not authorise the making of amendments that would make value added

tax chargeable at a rate other than either nil or the rate specified in section 9 of the Value Added
Tax Act 1983.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968,

14. Restriction of zero-rating (construction of buildings, etc.)

That, with respect to supplies made on or after Ist June 1984, in Schedule 5 to the Value Added
Tax Act 1983, Group 8 (construction of buildings, etc.) shall be amended as follows : —

(1) In item 2 (supply of services in the course of certain operations relating to buildings
and civil engineering works), for paragraphs (@) and (b) there shall be substituted the words *in
the course of the construction or demolition of .

(2) After Note (1) there shall be inserted the following Note : —

“(1A) Any reference in item 2 or the following Notes to the construction of any building
or the construction of any civil engineering work does not include a reference to the
conversion, reconstruction, alteration or enlargement of any existing building or civil
engineering work, and the reference in item 1 to a person constructing a building
shall be construed accordingly.”

(3) In Note (2) (matters excluded from item 2), for paragraph (a) (which excluded repair or
maintenance and is rendered unnecessary by the removal from item 2 of the reference to alteration)
there shall be substituted the following paragraph :—

“(a) the supply of any services in the course of the construction of any building (* the
secondary building ) within the grounds or garden of another building (‘‘the main
building ”) which is used or to be used wholly or mainly as a private residence

- except—

(i) where the secondary building is itself to be so used; or

(ii) where the secondary building is a garage which is to be used and occupied
together with another building which is being constructed at the same time as

the secondary building and which is either the main building or another secondary
building which is to be used wholly or mainly as a private residence.”

(4) In Note (2)—
(a) in paragraph (b), the words * or alteration ”, and

(b) paragraph (c) (supply of services otherwise than in the course or furtherance of a
business),

shall be omitted.
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(5) After Note (2) there shall be inserted the following Note : —
“(2A) In item 3, the goods referred to in paragraph (a) do not include—

(a) finished or prefabricated furniture, other than furniture designed to be fitted
in kitchens; or

(b) materials for the construction of fitted furniture, other than kitchen furniture; or
(¢) domestic electrical or gas appliances, other than those designed to provide space
heating or water heating or both.”

This Resolution shall not authorise the making of amendments that would make value added
'tfa‘x cgargfagle at a rate other than either nil or the rate specified in section 9 of the Value Added
ax Act 1983.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

15. Zero-rating (supplies outside the United Kingdom)

That provision may be made for removing from section 16(5) of the Value Added Tax Act
1983 references to the supply of goods or services outside the United Kingdom.

16. Value added tax (discretionary registration)

That provision may be made as to discretionary registration under the Value Added Tax Act
1983.

17. Customs and excise duty and value added tax (reliefs)

That—

(1) For section 7 of the Customs and Excise Duties (General Reliefs) Act 1979 (relief from
customs or excise duty on imported legacies) there shall be substituted, as from 1st July 1984—

“ Power to 7.—(1) The Commissioners may by order make provision for conferring reliefs

rovide for : : : :
ll')eliefs from from duty and value added tax in respect of goods imported into the United

duty and Kingdom by or for any person who has become entitled to them as legatee.

value added (2) Any such relief may take the form either of an exemption from payment of

s duty and tax or of a provision whereby the sum payable by way of duty or tax is
pect of : N

imported less than it would otherwise be.

legacies. (3) The Commissioners may by order make provision supplementing any Com-

munity relief, in such manner as they think necessary or expedient.
(4) An order under this section—

(a) may make any relief for which it provides; or any Community relief, subject
to conditions, including conditions which are to be complied with after
the importation of the goods to which the relief applies;

(b) may, in relation to any relief conferred by order made under this section,
contain such incidental and supplementary provisions as the Commissioners
think necessary or expedient; and

(¢) may make different provision for different cases.

(5) In this section—
“ Community relief ” means any relief which is conferred by a Community

instrument and is of a kind, or of a kind similar to that, which could
otherwise be conferred by order made under this section;

“ duty ” means customs or excise duty chargeable on goods imported into the
United Kingdom and, in the case of excise duty, includes any addition
to the duty by virtue of section 1 of the Excise Duties (Surcharges or
Rebates) Act 1979;
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“legatee ” means any person taking under a testamentary disposition or donatio
mortis causa or on an intestacy; and

“value added tax” means value added tax chargeable on the importation of
goods.”.

(2) As from 31st March 1984, section 13 of the Customs and Excise Duties (General Reliefs)
Act 1979 (orders providing for personal reliefs from duties etc.) shall be amended as follows—

(a) after subsection (1) there shall be inserted the following subsection—

“(1A) The Commissioners may by order make provision supplementing any Community
relief, in such manner as they think necessary or expedient.”;

(b) in subsection (3)(a), after the word * provides ” there shall be inserted the words
any Community relief,”;

(c) in subsection (3)(b), after the word “may ” there shall be inserted the words “, in relation
to any relief conferred by order made under this section,”; and

(d) in subsection (4) there shall be inserted at the appropriate place—

“¢Community relief > means any relief which is conferred by a Community instrument
and is of a kind, or of a kind similar to that, which could otherwise be conferred
by order made under this section; .

(3) In section 17 of the Customs and Excise Duties (General Reliefs) Act 1979 (parliamentary
control of orders and regulations)—

(a) in subsection (3), after the figure “ 4 ™ there shall be inserted, as from 1st July 1984, “, 7 ;
and

(b) in subsection (4), after the figure ““ 13 ” there shall be inserted, as from 31st March 1984,
111 (1) ”'

(4) As from 31st March 1984, in the Isle of Man Act 1979—

(a) in section 8 (removal of goods from Isle of Man to United Kingdom), in subsection (3),
the words “or under any Community instrument” shall be inserted after the words
“imported goods)” and the words “ or under the Community instrument in question ™
shall be added at the end; and

(b) in section 9 (removal of goods from United Kingdom to Isle of Man), in subsection (5),
the words “ or under any Community instrument ” shall be added at the end.

- or

And it is hereby declared that it is expedient in the public interest that this ReSolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

18. Car tax and value added tax (distress and poinding)

That provision may be made empowering the imposition and recovery of costs, charges, expenses
and fees in connection with anything done under regulations relating to the levying of distress
or poinding of corporeal moveables in connection with unpaid car tax and value added tax and
amounts recoverable as if they were value added tax.

19. Income tax (charge and rates for 1984-85).

That—
(1) Income tax for the year 1984-85 shall be charged at the basic rate of 30 per cent., and—

(@) in respect of so much of an individual’s total income as exceeds £15,400 (the basic rate
limit as determined under subsection (4) of section 24 of the Finance Act 1980—
indexation) at such higher rates as are specified in the Table below (in which the higher
rate bands are those as so determined); and

(b) in respect of any sum which, by virtue of any provision of Part III of the Finance Act 1973
or Chapter I of Part III of the Finance Act 1974, is chargeable at the additional rate, as
defined for the purposes of that provision, at the additional rate of 15 per cent.
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TABLE

Part of excess Higher rate

over £15,400
The first £2,800 40 per cent.
The next £4,900 45 per cent.
The next £7,500 50 per cent.
The next £7,500 55 per cent.
The remainder 60 per cent.

(2) This Resolution shall not require any change to be made in the amounts deductible or
repayable under section 204 of the Income and Corporation Taxes Act 1970 (pay as you earn)
before 11th May 1984.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

20. Income tax (personal reliefs)

That—

(1) Section 24(5) of the Finance Act 1980 (increase of personal reliefs) shall not apply for the
year 1984-85.
(2) In section 8 of the Income and Corporation Taxes Act 1970 (personal reliefs)—
(a) in subsection (1)(a) (married) for “ £2,795  there shall be substituted *“ £3,155

(b) in subsection (1)(b) (single) and (2) (wife’s earned income relief) for *“ £1,785” there
shall be substituted ** £2,005 ”’;

(c) in subsection (1A) (age allowance) for ““ £3,755 " and “ £2,360 * there shall be substituted
“£3,955” and “ £2,490 ” respectively;

(d) in subsection (IB) (income limit for age allowance) for *““£7,600” there shall be
substituted “ £8,100 .

(3) This Resolution shall not require any change to be made in the amounts deductible or

repayable under section 204 of the Income and Corporation Taxes Act 1970 (pay as you earn)
before 11th May 1984.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

21. Relief for interest (limit for 1984-85)

That, for the year 1984-85,—

(1) the limit imposed by paragraph 5 of Schedule 1 to the Finance Act 1974 shall, subject to
any reduction to be made under that paragraph, be the same as for the year 1983-84, that is to

say, £30,000 and, accordingly, for any reference in sub-paragraph (1) of that paragraph to £25,000
there shall continue to be substituted a reference to £30,000; and

(2) for any reference in paragraph 24(3) of that Schedule to £25,000 there shall, as for the year
1983-84, be substituted a reference to £30,000.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.
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22. Corporation tax (charge and rate for financial year 1983)
That corporation tax shall be charged for the financial year 1983 at the rate of 50 per cent.

23. Corporation tax (reducing fraction for chargeable gains).

That, as from 1st April 1983, the fraction by which, under section 93(2) of the Finance Act
1972, chargeable gains are to be reduced before they are for the purposes of corporation tax
included in the profits of a company shall be two-fifths.

24. Advance corporation tax (rate for financial year 1984)
That the rate of advance corporation tax for the financial year 1984 shall be three-sevenths.

25. Corporation tax (small companies)

That— |
(1) the small companies rate for the financial year 1983 shall be 30 per cent.; and

(2) the fraction by reference to which corporation tax charged on income is reduced under
section 95(2) of the Finance Act 1972 shall for that financial year be one-twentieth.

26. Relief for interest: bridging loans

That, for the year 1984-85 and subsequent years of assessment, in paragraph 6 of Schedule 1
to the Finance Act 1974 (continuing relief for an existing home loan where the borrower raises a
new loan to purchase another home in which he takes up residence) after sub-paragraph (1) there
shall be inserted the following sub-paragraph:—

“(1A) Where Part I of Schedule 9 to the Finance Act 1972 continues to apply to a loan by
virtue of sub-paragraph (1)(@) above, paragraph 5 above shall also continue to have effect
in relation to the loan as if that Part applied to it by virtue of paragraph 4(1)(a) above.”

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of the Provisional Collection of Taxes Act 1968.

27. Life assurance premium relief,

That provision may be made withdrawing relief under section 19 of the Income and Corporation
Taxes Act 1970 with respect to policies issued in respect of insurances made after 13th March 1984
and for the recovery of any relief given in respect of premiums under policies so issued.

28. Insurance policies

That provision may be made—

(@) extending, with effect from 22nd August 1983, the provisions of section 30 of the Finance
Act 1980 disqualifying certain policies of life insurance from being qualifying policies;

(b) rteﬁtrictiﬁg the cases in which a policy of life insurance may be a qualifying policy where
e policy—
(i) is issued in respect of an insurance made after 17th November 1983, and
(ii) is so issued by a company resident outside the United Kingdom;

(¢) amending paragraph 9(3)(@) of Schedule 1 to the Income and Corporation Taxes Act 1970
(substituted and varied policies), with respect to policies issued after 22nd February

1984;
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(d) varying the application of Chapter III of Part XIV of that Act (chargeable events) in
relation to a policy issued by a company resident outside the United Kingdom where
the policy is either—

(i) a policy of life insurance issued in respect of an insurance made after
17th November 1983, or

(if) a capital redemption policy issued in respect of an insurance made after
22nd February 1984; and

(e) restricting the cases where the maturity of a policy of life insurance is not a chargeable
event for the purposes of Chapter I1I of the said Part XIV.

29. Registered friendly societies

That provision may be made amending section 332 of the Income and Corporation Taxes Act
1970.

30. Expenditure of Members of the House of Commons

That, for the year 1984-85 and subsequent years of assessment, provision may be made
denying—

(a) relief under section 189 of the Income and Corporation Taxes Act 1970, and
(b) allowances under Chapter I of Part III of the Finance Act 1971,
in respect of certain expenditure incurred by Members of the Commons House of Parliament.

31. Reduction and abolition of certain reliefs in relation to foreign earnings and emoluments

That provision may be made—

(a) reducing the relief from income tax provided by section 23(3) of the Finance Act 1974,
paragra%hs 2 and 3 of Schedule 7 to the Finance Act 1977 and section 27 of the Finance
Act 1978; i

(b) abolishing the relief from income tax provided by section 188(2)a) of the Income and
Corporation Taxes Act 1970; and

(c) abolishing (in relation to certain cases) the relief from income tax provided by paragraph 3
of Schedule 2 to the Finance Act 1974.

32. Benefits in kind : scholarships

That charges to income tax may be imposed by provisions amending section 62A of the Finance
Act 1976 (scholarships). :

33. Share options
That provision may be made in relation to share options.

34. Business expansion scheme

That provision may be made excluding farming from the trades which are treated as qualifying
trades for the purposes of Schedule 5 to the Finance Act 1983. -

35. Schedule B.

That provision may be made amending section 92 of the Income and Corporation Taxes Act
1970 so far as it relates to the circumstances in which a person is deemed to be the occupier of
woodlands for the purposes of Schedule B.
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36. Groups and consortia
That provision may be made—

(a) varying the circumstances in which a company is owned by a consortium and in which a
company 1s a member of a consortium; and

(b) varying the basis of apportionment applied under section 262(2) of the Taxes Act where,
otherwise than at the end of an accounting period, a company becomes or ceases to
be a member of a group or begins or ceases to fulfil the conditions for relief for a
consortium.,

37. Stock relief

That provision may be made ending the relief provided by Schedule 9 to the Finance Act 1981
as from 13th March 1984. , Gl s

38. Deep discount securities

That charges to income tax, capital gains tax and corporation tax may be imposed by provisions
relating to certain redeemable securities issued at a price less than the amount payable on their
redemption. S0 | ROTL IS

39. Grants under Industrial Development (Northern Treland) Order 1982

That provision may be made amending section 42 of the Finance Act 1980 (grants under
Industry Act 1972 etc.) with respect to payments made by way of grant under the Industrial
Development (Northern Ireland) Order 1982.

40. Amendments to territorial extension of tax.

That provision may be made—

(@) bringing within section 38 of the Finance Act 1973 gains accruing on the disposal of
certain assets used in connection with exploration or exploitation activities; and

(b) with respect to payments in respect of tax assessed by virtue of that section.

41. Initial and first-year allowances

That, with respect to expenditure incurred before 1st April 1985,

(a) the rate of an initial allowance under section 1 of the Capital Allowances Act 1968 or
Schedule 12 to the Finance Act 1982 shall be one-half; and

(b) the rate of a first-year allowance under section 41 of the Finance Act 1971 shall be
three-quarters.

42. Transfers under Oil and Gas (Enterprise) Act 1982

That charges may be imposed under the Capital Allowances Act 1968 and Chapter I of Part I11
of the Finance Act 1971 in respect of assets transferred pursuant to directions under section 11
of the Oil and Gas (Enterprise) Act 1982.
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43. Capital gains

That charges to capital gains tax and corporation tax may be imposed by provisions—
(a) repealing sections 6, 8, 9 and 148 of the Capital Gains Tax Act 1979;

(b) amending section 80 of the Finance Act 1981 with respect to certain payments received on
or after 6th April 1984;

(c) relating to the meaning of “ settlement »  “settlor” and “ settled property ” for the
purposes of sections 80 to 84 of the Finance Act 1981; and

(d) making amendments to Schedule 6 of the Finance Act 1983 which have effect as if they
had been included in that Schedule when originally enacted.

44, Qil exploration and exploitation activities

That charges to income tax, corporation tax and capital gains tax may be imposed by
provisions—
(a) terminating repayment of advance corporation tax under section 17(3) of the Oil Taxation
Act 1975 with respect to accounting periods ending on or after 1st April 1984;

(b) limiting the allowances which may be claimed under Chapter I of Part III of the Finance
Act 1971 on a transfer within Schedule 17 to the Finance Act 1980, of the whole or

part of the interest in an oil field;

(¢) restricting the losses and other amounts which may be set against certain chargeable
gains arising on disposals of interests in oil and in other assets used in connection
with any of the activities mentioned in section 13(1) of the Oil Taxation Act 1975; and

(d) restricting relief under Part VI of the Capital Gains Tax Act 1979 in certain cases
where the assets replaced have been used in connection with any of those activities.

45. Controlled foreign companies

That provision may be made imposing charges to corporation tax on companies resident in
the United Kingdom which have interests in certain companies not so resident.

46. Offshore funds

That charges to income tax and corporation tax may be imposed by reference to gains accruing
on the disposal on or after 1st January 1984 of certain interests in—

(a) companies which are resident outside the United Kingdom:;
(b) unit trust schemes, the trustees of which are resident outside the United Kingdom; and

(c) certain other arrangements which take effect by virtue of the law of a territory outside the
United Kingdom.

47. Capital transfer tax

That it is expedient to authorise amendments of the law relating to capital transfer tax which
are designed to facilitate, or are otherwise desirable in connection with, the consolidation of that

law.
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48. Reduction of stamp duty on conveyances or transfers

That the following provisions shall have éffect for the period beginning 20th March 1984 and
ending 31 days after the earliest of the dates mentioned in section 50(2) of the Finance Act 1973—

(1) In subsection (1) of section 55 of the Finance Act 1963 and subsection (1) of section 4
of the Finance Act (Northern Ireland) 1963 for paragraphs (a) to (¢) there shall be substituted
the following paragraphs : — ! |

“(a) where the amount or value of the consideration is £30,000 or under and the instrument
i1s certified, as described in section 34(4) of the Finance Act 1958, at £30.000, nil:

(b) where paragraph (a) above does not apply and the amount or value of the consideration
does not exceed £500, the rate of 50p for every £50 or part of £50 of the consideration:
and

(c) where paragraph (a) above does not apply and the amount or value of the consideration
' exceeds £500, the rate of £1 for every £100 or part of £100 of the consideration ”:

and in subsection (2) of each of those sections for the words from “as if” onwards there
shall be substituted the words “as if paragraph (@) and, in paragraphs (b) and (c), the words
‘ paragraph (a) above does not apply and ’ were omitted.”

(2) Part ITI of Schedule 11 to the Finance Act 1974 (savihg for certain transfers of stock or
marketable securities) shall cease to have effect.

(3) Subject to paragraph (4) below, the foregoing provisions shall apply—
(a) to instruments executed on or after 20th March 1984; and

(b) to instruments executed on or after 13th March 1984 which are stamped on or after
20th March 1984;

and, for the purposes of section 14(4) of the Stamp Act 1891 (instruments not to be given in
evidence etc. unless stamped in accordance with the law in force at the time of first execution),
the law in force at the time of execution of an instrument falling within sub-paragraph (b) above
shall be deemed to be that as varied in accordance with the foregoing provisions.

(4) In the case of an instrument giving effect to a stock exchange transaction, as defined in
section 4 of the Stock Transfer Act 1963, the foregoing provisions do not apply unless the trans-
action takes place on or after 12th March 1984 and is one in respect of which settlement is due
on or after 13th March 1984, | |

* And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of section 50 of the Finance Act 1973,




(28 ) .

49, Stamp duty: sub-sales

That the following provisions shall have effect for the period beginning 20th March 1984 and
ending 31 days after the earliest of the dates mentioned in section 50(2) of the Finance Act 1973—

(1) In subsection (4) of section 58 of the Stamp Act 1891 (in case of a sub-sale to a single
purchaser, duty chargeable only on consideration moving from the sub-purchaser) after the words
¢ 1c‘:lonveyed immediately to the sub-purchaser” there shall be inserted the words * then, except
where—

(@) the chargeable consideration moving from the sub-purchaser is less than the value of the
property immediately before the contract of sale to him, and

(b) the conveyance is not one to which section 107 of the Finance Act 1981 (sales of houses
at discount by local authorities etc.) applies ”.

(2) In subsection (5) of section 58 of the Stamp Act 1891 (in case of a sub-sale in parts or parcels
to different sub-purchasers, each conveyance chargeable with duty only on consideration moving
from the sub-purchaser) after the words “ to different persons in parts or parcels ” there shall be
inserted the words “ then, except where the aggregate of the chargeable consideration for the sale
of all such parts or parcels is less than the value of the whole of the property immediately before
the contract for their sale or, as the case may be, the first contract for the sale of any of them .

(3) At the end of the said section 58 there shall be inserted the following subsection : —

“(7) Any reference in subsection (4) or subsection (5) of this section to chargeable
consideration is a reference to consideration which falls to be brought into account in
determining the duty (if any) chargeable on the conveyance to the sub-purchaser or, as the
case may be, on the conveyance of each of the parts or parcels in question; and in any
case where it is necessary for the purposes of either of those subsections to determine
the value of any property, that value shall be determined as for the purposes of
section 74 of the Finance (1909-10) Act 1910 (gifts inter vivos).”

(4) The foregoing provisions apply where the contract for the sub-sale or, as the case may be,
the first contract for sub-sale of a part or parcel is entered into on or after 20th March 1984.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of section 50 of the Finance Act 1973.
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50. Stamp duty: agreements for leases

That the following provisions shall have effect for the peﬁod beginning 20th March 1984 and
ending 31 days after the earliest of the dates mentioned in section 50(2) of the Finance Act 1973—

(1) In section 75 of the Stamp Act 1891 (agreements for leases for terms not exceeding
35 years to be stamped as if they were leases) in subsection (1) the words “ not exceeding thirty-
five years ™ shall be omitted and for subsection (2) (5 pence stamp on lease in conformity with
duly stamped agreement) there shall be substituted the following subsection :—

“(2) Where duty has been duly paid on an agreement for a lease or tack and, subsequent to
that agreement, a lease or tack is granted which either—

(@) is in conformity with the agreement, or |
(b) relates to substantially the same property and term as the agreement,

then the duty which would otherwise be charged on the lease or tack shall be reduced (or, as
the case may be, extinguished) by the deduction therefrom of the duty paid on the agreement.”

(2) In any case where—

(@) an interest in land is conveyed or transferred subject to an agreement for a lease or tack
for a term exceeding 35 years, or

(b) a lease or tack is granted subject to an agreement for a lease or tack for a term exceeding
35 years,

then, whether or not the conveyance, transfer, lease or tack is expressed to be so subject, it
shall not be taken to be duly stamped unless there is denoted upon the conveyance, transfer,
lease or tack the duty paid on the agreement; and section 11 of the Stamp Act 1891 shall have
effect for this purpose as if the duty chargeable on the conveyance, transfer, lease or tack
depended on the duty paid on the agreement.

(3) For the purposes of paragraph (2) above, an interest conveyed or transferred or, as the case
may be, a lease or tack granted is not to be regarded as subject to an agreement for a lease
or tack if that agreement is directly enforceable against another interest in the land in relation to
which the interest conveyed or transferred or, as the case may be, the lease or tack granted is a
superior interest.

(4) In section 15 of the Stamp Act 1891 (stamping of instruments after execution) in the Table
following paragraph () of subsection (2) (instruments as to which certain special provisions apply),
after the entry beginning “ lease or tack ”, there shall be inserted : —

“ Agreement for lease or tack The person contracting for the lease or tack
chargeable under section 75 to be granted to him or another.”

(5) The foregoing provisions apply to any agreement for a lease or tack entered into on or after
20th March 1984.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of section 50 of the Finance Act 1973,
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51. Stamp duty: sale of houses at discount by certain bodies

That, for the period beginning 20th March 1984 and ending 31 days after the earliest of the
dates mentioned in section 50(2) of the Finance Act 1973, section 107 of the Finance Act 1981
shall have effect—

(@) with the addition to subsection (3) of the following paragraph—
“(n) the United Kingdom Atomic Energy Authority ”; and
(b) with the insertion, after subsection (3), of the following subsection : —

“(3A) This section also applies to any conveyance or transfer on sale of a dwelling-
house where the conveyance or transfer is made pursuant to a sub-sale made at a
discount by a body falling within subsection (3)(f) above.”

The foregoing provisions shall apply—
(@) to instruments executed on or after 20th March 1984: and
(b) to iélstruments executed on or after 13th March 1984 and stamped on or after 20th March
1984;

and, for the purposes of section 14(4) of the Stamp Act 1891 (instruments not to be given in
evidence etc. unless stamped in accordance with the law in force at the time of first execution),
the law in force at the time of execution of an instrument falling within sub-paragraph (b) above
shall be deemed to be that as varied in accordance with the foregoing provisions.

And it is hereby declared that it is expedient in the public interest that this Resolution should
have statutory effect under the provisions of section 50 of the Finance Act 1973,

52. Oil taxation (reliefs for expenditure and losses)

That provision may be made for restricting the amounts allowable under section 5, 5A or 6
of the Oil Taxation Act 1975 on claims made after 13th September 1983.

53. Oil taxation (payments for minimum delivery and capacity payments)

That provision may be made with respect to the treatment, for the purposes of Part I of
the Oil Taxation Act 1975, of certain sums forming part of the consideration payable under
contracts for the sale of oil won from an oil field. -

54. Relief from tax (incidental and consequential charges)

That it is expedient to authorise any incidental or consequential charges to any duty or
tax (including charges having retrospective effect) which may arise from provisions designed in
general to afford relief from tax.
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PROCEDURE RESOLUTIONS

PROCEDURE (LOANS BY PunLic WORKS LoAN CoMMISSIONERS): That, notwithstanding anything
to the contrary in the practice of the House relating to matters which may be included in Finance
Bills, any Finance Bill of the present Session may contain provision with respect to the power
of the Public Works Loan Commissioners to make loans in pursuance of section 3 of the
National Loans Act 1968 and the limit on such loans.

PROCEDURE (FUTURE TAXATION): That, notwithstanding anything to the contrary in the practice
of the House relating to matters which may be included in Finance Bills, any Finance Bill of
the present Session may contain the following provisions taking effect in a future year—

(a) provisions charging corporation tax for the financial years 1984, 1985 and 1986 at the
rate of 45 per cent., 40 per cent. and 35 per cent. respectively and provisions having
effect for all or any of those years with respect to—

(i) the small companies rate; and
(ii) the fractions referred to in sections 93(2) and 95(2) of the Finance Act 1972; and
(iii) the special rate for the purposes of section 96 of that Act;

(b) provision that section 310(1), (2) and (4) of the Income and Corporation Taxes Act 1970
shall not have effect with respect to the financial year 1986 or any subsequent financial
year;

(c) provisions with respect to initial allowances under section 1 of the Capital Allowances
Act 1968 and Schedule 12 to the Finance Act 1982;

(d) provisions with respect to first-year allowances under section 41 of the Finance Act 1971;

(e) provisions abolishing the relief from income tax provided by section 23(3) of the Finance
Act 1974, paragraphs 2 and 3 of Schedule 7 to the Finance Act 1977 and section 27 of
the Finance Act 1978, and reducing and abolishing the relief provided by paragraph 3
of Schedule 2 to the Finance Act 1974;

(f) provisions requiring certain banks and other deposit-takers making certain payments of
interest to account for and pay amounts representing income tax on the grossed up
amounts of those payments;

(g) provisions abolishing the surcharge payable under the National Insurance Surcharge Act
1976 with respect to secondary Class I contributions payable by any of the bodies
mentioned in section 143(4) of the Finance Act 1982.




NOTE FOR FILE

Cabinet Office have reminded us
that S/S Northern Ireland, the Foreign
Secretary and the Minister for MAFF

will be unable to attend tomorrow's

Budget Cabinet.

12 March 1984




Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

12 March 1984

Andrew Turnbull Esq
10 Downing Street

Au., A«dmu,.

BUDGET SPEECH

I attach the final version of the Chancellor's
Speech tomorrow. You will see that it has
got still better:
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J O KERR




INTRODUCTION

THIs BUDGET WILL SET THE GOVERNMENT'S COURSE

FOR THIS PARLIAMENT,

THERE WILL BE NO LETTING UP IN OUR
DETERMINATION TO DEFEAT INFLATION, WE SHALL
CONTINUE THE POLICIES THAT WE HAVE FOLLOWED
CONSISTENTLY SINCE 1979, THESE POLICIES PROVIDE THE
ONLY WAY TO ACHIEVE OUR ULTIMATE OBJECTIVE OF STABLE
PRICES, |0 ABANDON THEM WOULD BE TO RISK RENEWED
INFLATION, AND MUCH HIGHER UNEMPLOYMENT, As A
RESULT OF OUR DETERMINED EFFORTS, INFLATION IS AT
ITS LOWEST LEVEL SINCE THE 'SIXTIES. EcCONOMIC
RECOVERY IS WELL UNDER WAY. EMPLOYMENT IS GROWING,

THESE ACHIEVEMENTS ARE A TRIBUTE TO THE COURAGE
AND FORESIGHT OF THE FIVE BUDGETS PRESENTED BY MY
DISTINGUISHED PREDECESSOR., WHOSE DUTIES
UNFORTUNATELY KEEP HIM IN BRUSSELS TODAY.

/1 SHALL DO




[ SHALL DO NOTHING TODAY TO COMPROMISE THOSE
SUCCESSES, BuT THERE 1S MUCH THAT [ CAN DO TO

BUILD UPON THEM.,

My BUDGET TODAY HAS TWO THEMES,

FIRST, THE FURTHER REDUCTION OF INFLATION., AND
SECOND, A SERIES OF TAX REFORMS DESIGNED TO ENABLE
THE ECONOMY TO WORK BETTER.  REFORMS TO STIMULATE
ENTERPRISE AND SET BRITISH BUSINESS ON THE ROAD TO
PROFITABLE EXPANSION, REFORMS THAT WILL HELP TO

BRING NEW JOBS.

| SHALL BEGIN BY REVIEWING THE ECONOMIC
BACKGROUND TO THE BUDGET. | SHALL THEN DEAL WITH
THE MeEDIuUM TERM FINANCIAL STRATEGY: WITH MONETARY
POLICY AND THE MONETARY TARGETS FOR NEXT YEAR: AND

WITH PUBLIC BORROWING AND THE APPROPRIATE PSBR FoR

THE - COMING YEAR. [ SHALL THEN TURN TO PUBLIC
EXPENDITURE, INCLUDING THE PROSPECTS FOR THE LONGER




TERM, FINALLY | SHALL DEAL WITH TAXATION., AND THE

CHANGES IN THE STRUCTURE OF TAXATION WHICH WILL PAVE
THE WAY FOR CUTS IN TAXES IN SUBSEQUENT YEARS. FoR
THIS WILL BE A TAX REFORM BuUDGET,

AS USUAL, A NUMBER OF PRESS RELEASES, FILLING
OUT THE DETAILS OF MY TAX PROPOSALS, WILL BE

AVAILABLE FROM THE VOTE OFFICE AS SOON AS | HAVE SAT
DOWN ,

/1 START WITH




THE ECONOMIC BACKGROUND

[ START WITH THE ECONOMIC BACKGROUND,

SINCE 1980, INFLATION HAS FALLEN STEADILY FROM
A PEAK OF OVER 20 PER CENT. FOR LAST YEAR AS A
WHOLE IT WAS DOWN TO ABOUT 4% PER CENT, THE LOWEST
FIGURE SINCE THE SIXTIES., AND WITH LOWER INFLATION
HAVE COME LOWER INTEREST RATES,

THIS IN TURN HAS LED TO AN ECONOMIC RECOVERY
WHOSE UNDERLYING STRENGTH IS NOW BEYOND DISPUTE.
WHEREAS IN SOME PREVIOUS CYCLES RECOVERY HAS COME
FROM A SELF-DEFEATING STIMULUS TO MONETARY DEMAND,
THIS TIME IT HAS SPRUNG FROM SOUND FINANCE AND
HONEST MONEY, LOWER INFLATION AND LOWER INTEREST
RATES BENEFIT [INDUSTRY, BUSINESS, AND CONSUMER

CONFIDENCE ALIKE.,

/ACROSS THE ECONOMY,




ACROSS THE ECONOMY, TOTAL MONEY INCOMES GREW IN
1983 BY ABOUT 8 PER CENT, OF WHICH 3 PER CENT
REPRESENTED REAL GROWTH IN OUTPUT. ALTHOUGH THERE
IS STILL ROOM FOR IMPROVEMENT, THIS IS A VERY MUCH
HEALTHIER DIVISION BETWEEN [INFLATION AND REAL
GROWTH THAN THE NATION EXPERIENCED IN THE 1970s,
OUTPUT IN THE SECOND HALF OF 1983 1S NOW RECKONED TO
HAVE EXCEEDED THE PREVIOUS PEAK, BEFORE THE WORLD
RECESSION SET IN, AND IS STILL RISING STRONGLY.

PRODUCTIVITY TOO HAS CONTINUED TO IMPROVE
RAPIDLY, JUST AS OVER THE PAST YEAR MANY HAVE
WRONGLY PREDICTED AN END TO THE RECOVERY, SO SOME
HAVE TRIED TO DISMISS THE SHARP RISE IN PRODUCTIVITY
AS A FLASH IN THE PAN. YET IN 1983 MANUFACTURING
PRODUCTIVITY GREW BY b6 PER CENT FOR THE SECOND YEAR
IN SUCCESSION., UNIT LABOUR COSTS ACROSS THE WHOLE
ECONOMY ARE LIKELY TO SHOW THE SMALLEST ANNUAL

INCREASE SINCE THE 1960s, THIS HAS ALLOWED A
WELCOME AND NECESSARY RECOVERY IN REAL LEVELS OF

PROFITABILITY,

/HIGHER PROFITS




HIGHER PROFITS LEAD TO MORE JOBS, IHE NUMBER
OF PEOPLE IN WORK INCREASED BY ABOUT 80,000 BETWEEN
MARCH AND SEPTEMBER LAST YEAR, [HE LOSS OF JOBS IN
MANUFACTURING HAS SLOWED DOWN SHARPLY, WHILE JOBS IN
SERVICES INCREASED BY GETTING ON FOrR 200,000 IN THE
FIRST NINE MONTHS OF LAST YEAR,

BUT FURTHER PROGRESS IS NEEDED: ALTHOUGH OUR
UNIT WAGE COSTS IN MANUFACTURING ROSE BY UNDER 3 PER
CENT LAST YEAR, OUR THREE BIGGEST COMPETITORS, THE
US, JAPAN AND GERMANY., DID BETTER, |HE EMPLOYMENT
PROSPECT WOULD BE SIGNIFICANTLY IMPROVED IF A BIGGER
CONTRIBUTION TO IMPROVED COST PERFORMANCE WERE TO
COME FROM LOWER PAY RISES,

DEMAND, OUTPUT, PROFITS AND EMPLOYMENT ALL
ROSE LAST YEAR. HOME DEMAND HAS PLAYED THE MAJOR
PART IN THE RECOVERY SO FAR. LOWER INFLATION
REDUCED PEOPLE’'S NEED TO SAVE, AND REAL INCOMES

ROSE. PERSONAL CONSUMPTION INCREASED BY OVER 3% PER

/CENT COMPARED




CENT COMPARED WITH 1982, FIXED INVESTMENT ROSE
RATHER FASTER THAN CONSUMPTION, WITH INVESTMENT IN
HOUSING AND SERVICES PARTICULARLY STRONG.

OUR RATE OF ECONOMIC GROWTH LAST YEAR WAS THE
HIGHEST IN THE EuROPEAN COMMUNITY. FOR MucH oF 1983
OUR EXPORT PERFORMANCE WAS AFFECTED BY WEAK DEMAND
IN MANY OF OUR OVERSEAS MARKETS, WHILE IMPORTS ROSE
SLIGHTLY FASTER THAN HOME DEMAND., BUT BY THE END OF
LAST YEAR WORLD TRADE WAS CLEARLY MOVING AHEAD
AGAIN, AND IN THE THREE MONTHS TO JANUARY
MANUFACTURING EXPORTS INCREASED VERY SUBSTANTIALLY.
THE BALANCE OF PAYMENTS ON CURRENT ACCOUNT LAST YEAR
IS ESTIMATED TO HAVE BEEN IN SURPLUS BY ABOUT

£2 BILLION,

OUR CRITICS HAVE BEEN CONFOUNDED BY THIS
COMBINATION OF ECONOMIC RECOVERY AND LOW INFLATION,
EVEN THE PESSIMISTS HAVE BEEN FORCED TO ACKNOWLEDGE

THE DURABILITY OF THE RECOVERY. [T 1s SET TO

/CONTINUE THROUGHOUT




CONTINUE THROUGHOUT THIS YEAR AT AN ANNUAL RATE OF
3 PER CENT, INFLATION IS EXPECTED TO REMAIN LOW,
EDGING BACK DOWN TO 4% PER CENT BY THE END OF THIS
YEAR,  WITH RISING INCOMES AND LOW INFLATION,
CONSUMPTION WILL CONTINUE TO GROW., AND, ENCOURAGED
BY IMPROVED PROFITABILITY AND BETTER LONG-TERM
GROWTH PROSPECTS., INVESTMENT IS EXPECTED TO RISE BY

A GOOD b PER CENT THIS YEAR.

LOOKING ABROAD, TOO, ECONOMIC PROSPECTS ARE
MORE FAVOURABLE THAN FOR SOME TIME, OQUTPUT IN THE
UNITED STATES SHOULD CONTINUE TO GROW STRONGLY THIS
YEAR., AND RECOVERY IS SPREADING TO THE REST OF THE

WORLD,

OF COURSE, THERE ARE INEVITABLE RISKS AND
UNCERTAINTIES, THE SIZE AND CONTINUED GROWTH OF THE
UNITED STATES BUDGET DEFICIT IS A CAUSE OF
WIDESPREAD CONCERN AND KEEPS INTEREST RATES HIGH,
EXACERBATING THE PROBLEMS OF THE DEBTOR COUNTRIES.,

/AND THE NEED




AND THE NEED TO FINANCE THE US DEFICIT BY INFLOWS OF
FOREIGN CAPITAL HAS KEPT THE DOLLAR ARTIFICIALLY

HIGH AND LED TO A MASSIVE AND GROWING TRADE DEFICIT,

GREATLY INCREASING THE PRESSURES FOR PROTECTIONISM
WITHIN THE UNITED STATES.

A SECOND POTENTIAL RISK IS DISRUPTION IN THE
OIL MARKET. THE UNITED KINGDOM, AND INDEED THE
WORLD ECONOMY, INEVITABLY REMAIN VULNERABLE TO ANY
MAJOR DISTURBANCES IN THIS MARKET.

BUT DESPITE THESE RISKS THERE IS A GROWING
SENSE THROUGHOUT THE INDUSTRIALISED WORLD THAT THE
RECOVERY THIS TIME IS ONE WHICH CAN BE SUSTAINED.,
THE ESSENTIAL REQUIREMENT IS THE CONTINUED PURSUIT
OF PRUDENT MONETARY AND FISCAL POLICIES.,

/ForR THE UNITED KINGDOM




THE MEDIUM TERM FINANCIAL STRATEGY

ForR THE UNITED KineDOM, THE MeDpIuM TERM
FINANCIAL STRATEGY HAS BEEN THE CORNERSTONE OF SUCH
POLICIES, IT WILL CONTINUE TO PLAY THAT ROLE: TO
PROVIDE A FRAMEWORK AND DISCIPLINE FOR GOVERNMENT
AND TO SET OUT CLEARLY, TO INDUSTRY AND THE
FINANCIAL MARKETS, THE GUIDELINES OF POLICY. TooO
OFTEN IN THE PAST GOVERNMENTS ABANDONED FINANCIAL
DISCIPLINE WHENEVER THE GOING GOT ROUGH., AND
STAGGERED FROM ONE SHORT-TERM POLICY EXPEDIENT TO
ANOTHER THE  TEMPTATION TO  ACCOMMODATE
INFLATIONARY PRESSURES PROVED IRRESISTIBLE, AND THE
NATION'S LONGER-TERM ECONOMIC PERFORMANCE  WAS
PROGRESSIVELY UNDERMINED,

THE MTFS WAS DESIGNED TO REMEDY THIS, BY
IMPOSING A DISCIPLINED FINANCIAL FRAMEWORK WHICH

WOULD ALSO ENSURE CONSISTENCY BETWEEN MONETARY AND

/FISCAL POLICIES




FISCAL POLICIES., AND A PROPER BALANCE IN THE

ECONOMY . [T 1S SO DESIGNED TO ENSURE THAT THE MORE
INFLATION AND INFLATIONARY EXPECTATIONS COME DOWN,
THE MORE ROOM IS AVAILABLE FOR OUTPUT AND EMPLOYMENT
TO GROW,

PEOPLE NOW KNOW THAT THE GOVERNMENT INTENDS TO
STICK TO ITS MEDIUM TERM OBJECTIVES, THEY
UNDERSTAND THAT THE FASTER INFLATION COMES DOWN, THE
FASTER OUTPUT AND EMPLOYMENT ARE LIKELY TO RECOVER,
THE INCREASING DEGREE OF REALISM AND FLEXIBILITY IN

THE ECONOMY OWES MUCH TO THE PURSUIT OF FIRM AND
CONSISTENT POLICIES WITHIN THE MIFS FRAMEWORK,

ORIGINALLY THE MTFS COVERED FOUR YEARS, IN
THIS FIRST DBUDGET OF A NEW PARLIAMENT IT IS
APPROPRIATE TO CARRY IT FORWARD FOR FIVE YEARS., 30
THE MTFS PUBLISHED TODAY IN THE FINANCIAL STATEMENT
AND BUDGET REPORT -THE RED BOOK - SHOWS A CONTINUING

/DOWNWARD PATH




DOWNWARD PATH FOR THE MONETARY TARGET RANGES OVER
THE NEXT FIVE YEARS, AND A PATH FOR PUBLIC BORROWING
CONSISTENT WITH THAT REDUCTION, [T TAKES FuULL
ACCOUNT OF IMPORTANT INFLUENCES SUCH AS THE PATTERN
OF NORTH SEA OIL REVENUES, AND THE LEVEL OF ASSET
SALES ARISING FROM THE PRIVATISATION PROGRAMME,

FOR THE TWO FINAL YEARS OF THE NEW MTFS, wHIcH
LIE BEYOND THE PERIOD COVERED IN LAST YEAR'S PUBLIC
EXPENDITURE SURVEY AND LAST MONTH'S WHITE PAPER, THE
GOVERNMENT HAS NOT YET MADE FIRM PLANS FOR PUBLIC
SPENDING, BuUT THE MTFS ASSUMPTION - AND AT PRESENT
IT IS NO MORE THAN AN ASSUMPTION = IS THAT THE LEVEL
OF PUBLIC SPENDING IN 1987-88 AND 1988-89 wiLL BE
THE SAME IN REAL TERMS AS THAT CURRENTLY PLANNED FOR
1986-87 .

THE PRECISE FIGURES SET oUT IN THE MTFS ARE NoOT

OF COURSE A RIGID FRAMEWORK, LACKING  ALL
FLEXIBILITY, AS IN THE PAST, THERE MAY NEED TO BE

/ADJUSTMENTS TO
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ADJUSTMENTS TO0 TAKE ACCOUNT OF CHANGING
CIRCUMSTANCES., BUT NO CHANGES WILL BE MADE THAT

MIGHT JEOPARDISE THE CONSISTENT PURSUIT OF THE
GOVERNMENT'S OBJECTIVES,

/MONETARY POLICY




MONETARY POLICY

MONETARY POLICY WILL CONTINUE TO PLAY A CENTRAL
ROLE., FURTHER REDUCTIONS IN MONETARY GROWTH ARE
NEEDED TO ACHIEVE STILL LOWER INFLATION.

OVER THE TWELVE MONTHS TO MID-FEBRUARY THE
GROWTH OF EM3 HAS BEEN WELL WITHIN THE /=11 PER CENT
TARGET RANGE, WITH Ml AT THE TOP OF THE RANGE AND
PSLZ A LITTLE ABOVE IT. WHILE IN THE EARLY MONTHS
OF THE TARGET PERIOD MOST MEASURES OF MONEY SHOWED
SIGNS OF ACCELERATING, SINCE THE SUMMER GROWTH IN
ALL THE TARGET AGGREGATES HAS BEEN COMFORTABLY
WITHIN THE RANGE. AND NOMINAL INTEREST RATES HAVE
CONTINUED TO DECLINE IN LINE WITH FALLING INFLATION,

OTHER  EVIDENCE  CONFIRMS  THAT  MONETARY
CONDITIONS ARE SATISFACTORY., THE EFFECTIVE

EXCHANGE RATE HAS REMAINED FAIRLY STABLE., DESPITE

/THE INTERNATIONAL
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THE INTERNATIONAL UNCERTAINTIES WHICH | HAVE

DESCRIBED,

IF MONETARY POLICY IS TO STAY ON TRACK 1ITS
PRACTICAL IMPLEMENTATION MUST ADAPT TO CHANGES 1IN
THE FINANCIAL SYSTEM AND IN THE SIGNIFICANCE OF
DIFFERENT MEASURES OF MONEY. THERE 1S NOTHING NEW
IN THIS, OVER THE YEARS WE HAVE MORE THAN ONCE
ALTERED THE TARGET RANGES AND AGGREGATES TO TAKE
ACCOUNT OF SUCH CHANGES, BuT THE THRUST OF THE
STRATEGY HAS BEEN MAINTAINED.,

ONE IMPORTANT DEVELOPMENT HAS BEEN  THE
DECISION TO GIVE A MORE EXPLICIT ROLE TO THE NARROW
MEASURES OF MONEY., fM3 AND THE OTHER BROAD
AGGREGATES GIVE A GOOD INDICATION OF THE GROWTH OF
LIQUIDITY, BUT A LARGE PROPORTION OF THIS MONEY IS
IN REALITY A FORM OF SAVINGS, INVESTED FOR THE
INTEREST IT CAN EARN., IN DEFINING POLICY IT IS
HELPFUL ALSO TO MAKE SPECIFIC REFERENCE TO MEASURES

/OF MONEY WHICH
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OF MONEY WHICH RELATE MORE NARROWLY TO BALANCES HELD
FOR CURRENT SPENDING.,

[T WAS FOR THIS REASON THAT Ml WAS INTRODUCED
AS A TARGET AGGREGATE, BUT IT HAS NOT PROVED
ENTIRELY SATISFACTORY FOR THAT PURPOSE. WITH THE
RAPID GROWTH OF INTEREST-BEARING SIGHT DEPOSITS, Ml
HAS BECOME AN INCREASINGLY POOR MEASURE OF MONEY
HELD TO FINANCE CURRENT SPENDING., THE SIGNS ARE
THAT THIS WILL CONTINUE,

OTHER MEASURES OF NARROW MONEY HAVE NOT BEEN
DISTORTED TO THE SAME EXTENT. IN PARTICULAR., MO,
WHICH CONSISTS MAINLY OF CURRENCY, IS LIKELY TO BE A
BETTER INDICATOR OF FINANCIAL CONDITIONS THAN MI.
THERE 1S ALSO THE NEW AGGREGATE M2, WHICH WAS
SPECIFICALLY DEVISED TO PROVIDE A COMPREHENSIVE
MEASURE OF TRANSACTIONS BALANCES. THIS MAY ALSO BE

A USEFUL GUIDE BUT, BEING NEW, STILL NEEDS TO BE

INTERPRETED WITH PARTICULAR CARE.

/IN THE PAST
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IN THE PAST TWO YEARS., IT HAS BEEN POSSIBLE TO
SET A SINGLE TARGET RANGE FOR BOTH BROAD AND NARROW
MEASURES OF MONEY., BuT THIS WILL NOT NORMALLY BE
THE CASE: FOR NARROW MONETARY AGGREGATES TEND IN THE
LONG RUN TO GROW MORE SLOWLY THAN BROADER MEASURES,
THUS THIS YEAR'S RED BOOK SETS OUT TWO SEPARATE
(THOUGH OVERLAPPING) RANGES,

THE TARGET RANGE FOR BROAD MONEY WILL CONTINUE
TO APPLY TO EM3, AND FOR THE COMING YEAR WILL BE SET
AT 6-10 PER CENT. AS INDICATED IN LAST YEAR’'S MTFS,
THE TARGET RANGE FOR NARROW MONEY WILL APPLY TO MO
AND FOR NEXT YEAR WILL BE SET AT 4-8 PErR cenT. To
AVOID ANY POSSIBLE MISUNDERSTANDING, LET ME STRESS
THAT THE USE OF MO AS A TARGET AGGREGATE WILL NOT
INVOLVE ANY CHANGE IN METHODS OF MONETARY CONTROL,

THE TWO TARGET AGGREGATES WILL HAVE EQUAL
IMPORTANCE IN THE CONDUCT OF POLICY, AND THE

AUTHORITIES WILL CONTINUE TO TAKE INTO ACCOUNf OTHER

/MEASURES OF MONEY,
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MEASURES OF MONEY, ESPECIALLY M2 AND PSL2., WHICH
INCLUDE BUILDING SOCIETY LIABILITIES, AS WELL AS
WIDER EVIDENCE OF FINANCIAL CONDITIONS, INCLUDING
THE EXCHANGE RATE, AS IN THE PAST, MONETARY
CONDITIONS WILL BE KEPT UNDER CONTROL BY AN
APPROPRIATE COMBINATION OF FUNDING AND OPERATIONS
IN THE MONEY MARKET,

SO FAR AS FUNDING IS CONCERNED, THE PUBLIC
SECTOR'S BORROWING REQUIREMENT, AS | SHALL SHORTLY
EXPLAIN, WILL BE SIGNIFICANTLY LOWER IN THE COMING
YEAR, IN FINANCING IT, THE ROLE OF NATIONAL SAVINGS

WILL REMAIN IMPORTANT. THIS YEAR'S NATIONAL

SAVINGS' TARGET OF £3 BILLION IS LIKELY TO BE
ACHIEVED: THE TARGET FOR THE COMING YEAR WILL AGAIN

BE £3 BILLION,

PRECISE MONETARY TARGETS FOR THE LATER YEARS
WILL BE DECIDED NEARER THE TIME, BuUT TO GIVE A
BROAD INDICATION OF THE OBJECTIVES OF MONETARY

/POLICY, THE NEW
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POLICY, THE NEW MTFS, LIKE PREVIOUS VERSIONS, SHOWS
MONETARY RANGES FOR A NUMBER OF YEARS AHEAD. THESE
RANGES ARE CONSISTENT WITH A CONTINUING DOWNWARD
TREND IN  INFLATION: THEY  DEMONSTRATE  THE

GOVERNMENT’S INTENTION TO MAKE FURTHER PROGRESS

TOWARDS STABLE PRICES.,

/1 TURN NOW




PUBLIC SECTOR BORROWING

[ TURN NOW TO PUBLIC BORROWING. JUST AS THE
CLASSICAL FORMULA FOR FINANCIAL DISCIPLINE -THE
GOLD STANDARD AND THE BALANCED BUDGET = HAD BOTH A

MONETARY AND A FISCAL COMPONENT., SO DOES THE MeEDIuM
TERM FINANCIAL STRATEGY,

THE MTFS HAS ALWAYS ENVISAGED THAT THE PUBLIC
SECTOR BORROWING REQUIREMENT WOULD FALL AS A
PERCENTAGE OF GROSS DoMESTIC PRODUCT OVER THE MEDIUM
TERM, By 1981-82 WE HAD BROUGHT IT DOWN TO 3% PER
CENT ofF GDP.

SINCE THEN THERE HAS BEEN LITTLE FURTHER FALL,
THE LATEST ESTIMATE OF THE PSBR FOR THE CURRENT
YEAR, 1983-84, REMAINS WHAT IT WAS IN NOVEMBER:
‘AROUND £10 BILLION, EQUIVALENT TO 3% PER CENT OF
GDP, THIS IS SIGNIFICANTLY ABOVE WHAT WAS INTENDED

/AT THE TIME OF
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AT THE TIME OF LAST YEAR'S BUDGET, AND WOULD OF

COURSE HAVE BEEN HIGHER STILL HAD IT NOT BEEN FOR
THE JULY MEASURES.,

WE NOW NEED A FURTHER SUBSTANTIAL REDUCTION IN
BORROWING, IN ORDER TO HELP BRING INTEREST RATES
DOWN FURTHER AS MONETARY GROWTH SLOWS DOWN,
STERLING INTEREST RATES ARE, OF COURSE, ALSO
INFLUENCED BY DOLLAR INTEREST RATES: BUT THAT MAKES
IT ALL THE MORE IMPORTANT TO CURB DOMESTIC
PRESSURES., IN CONTRAST TO VIRTUALLY THE WHOLE OF
THE POST-WAR PERIOD, UK THREE-MONTH AND LONG-TERM
RATES ARE NOW LOWER THAN AMERICAN RATES. AS LONG AS
AMERICAN RATES REMAIN NEAR THEIR CURRENT LEVEL, IT
IS HIGHLY DESIRABLE THAT THIS ADVANTAGE BE
MAINTAINED,

THE HIGHER LEVEL OF ASSET SALES WE ARE PLANNING
AS THE PRIVATISATION PROGRAMME GATHERS PACE IS A

FURTHER REASON FOR REDUCING THE PSBR SIGNIFICANTLY

/1IN THE COMING




IN THE COMING YEAR, ASSET SALES REDUCE THE

GOVERNMENT'S NEED TO BORROW. BUT THEIR EFFECT ON
INTEREST RATES MAY BE LESS THAN THE EFFECT OF MOST
OTHER REDUCTIONS IN GOVERNMENT SPENDING PROGRAMMES,

LAST YEAR'S MIFS SHOWED AN ILLUSTRATIVE PSBR
FOR 1984-85 oF 2% PER CENT ofF GDP, EQUIVALENT TO
AROUND £8 BILLION, Butr | BELIEVE THAT IT IS
POSSIBLE, AND INDEED PRUDENT, TO AIM FOR A SOMEWHAT
LOWER FIGURE. [ AM THEREFORE PROVIDING FOR A PSBR
NEXT YEAR OF 2% PER CENT OoF GDP, or £7% BILLION,

THE HousE WILL RECALL THAT IN NOVEMBER [ WARNED
THAT ON CONVENTIONAL ASSUMPTIONS, INCLUDING THE
1983 Rep Book’s PSBR FIGURE oF £E8 BILLION FOR NEXT
YEAR, | MIGHT HAVE TO INCREASE TAXES SLIGHTLY IN THE
BUDGET., | AM GLAD TO REPORT THAT THE LATEST, AND
MORE BUOYANT, FORECASTS OF TAX REVENUE IN THE COMING
YEAR HAVE IMPROVED THE PICTURE, A PSBR oF
£E/% BILLION WILL REQUIRE NO OVERALL NET INCREASE
IN TAXATION,

/MOREOVER,
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MOREOVER, WHILE THE MEASURES | SHALL SHORTLY

ANNOUNCE WILL., AFTER INDEXATION, BE BROADLY NEUTRAL
IN THEIR EFFECTS ON REVENUE IN 1984-85, THEY WILL
REDUCE TAXATION IN 1985-86 BY WELL OVER £l% BILLION,

AND THE MTFS PUBLISHED TODAY SHOWS THAT THERE SHOULD
BE ROOM FOR FURTHER TAX CUTS NOT ONLY IN 1985-86,
BUT THROUGHOUT THE REMAINDER OF THIS PARLIAMENT,
PROVIDED THAT WE STICK FIRMLY TO OUR PUBLISHED PLANS
FOR PUBLIC EXPENDITURE TO 1986-87, AND MAINTAIN AN
EQUALLY FIRM CONTROL OF PUBLIC SPENDING THEREAFTER.,

/THE PuBLIC EXPENDITURE




PUBLIC EXPENDITURE

THE PuBLic EXPENDITURE WHITE PAPER SETTING OUT
OUR SPENDING PLANS FOR THE NEXT THREE YEARS WAS
APPROVED BY THE HOUSE LAST WEEK., ToDAY [ WANT TO
CONSIDER THE IMPORTANT ISSUE OF GOVERNMENT SPENDING
IN A RATHER WIDER PERSPECTIVE,

FOR FAR TOO LONG, PUBLIC SPENDING HAS GROWN

FASTER THAN THE ECONOMY AS A WHOLE. AS A RESULT,

THE TAX BURDEN HAS STEADILY INCREASED AND INCOME TAX
HAS EXTENDED STEADILY LOWER DOWN THE INCOME SCALE.

WE HAVE SEEN A MASSIVE ENLARGEMENT IN THE ROLE
OF THE STATE, AT THE EXPENSE OF THE INDIVIDUAL, AND
A CORRESPONDING INCREASE IN THE DEAD WEIGHT OF
TAXATION HOLDING BACK OUR ECONOMIC PROGRESS AS A
NATION,

/THIS PROCESS
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THIS PROCESS HAS TO STOP, BUT IT HAS ARISEN
BECAUSE MUCH PUBLIC SPENDING IS DIRECTED TO
EMINENTLY DESIRABLE ENDS. THIS RAISES DIFFICULT
ISSUES WHICH DESERVE THE WIDEST POSSIBLE
CONSTDERATION AND DEBATE.

THE GOVERNMENT IS THEREFORE PUBLISHING TODAY,
IN ADDITION TO THE CUSTOMARY BUDGET DOCUMENTS, A
GREEN PAPER ON THE PROSPECTS FOR PUBLIC SPENDING AND
TAXATION OVER THE NEXT TEN YEARS. [T EXAMINES PAST
TRENDS: DISCUSSES THE PRESSURES FOR STILL HIGHER
SPENDING: AND EXAMINES THE REWARDS FOR THE
INDIVIDUAL AND THE BENEFITS FOR THE ECONOMY IF THESE
PRESSURES CAN BE CONTAINED.,

THE GREEN PAPER CONCLUDES THAT, WITHOUT FIRM
CONTROL OVER PUBLIC SPENDING, THERE CAN BE NO
PROSPECT OF BRINGING THE BURDEN OF TAX BACK TO MORE

REASONABLE LEVELS. ON THE ASSUMPTIONS MADE IN THE

GREEN PAPER, THE BURDEN OF TAXATION WILL BE REDUCED

/TO THE LEVELS
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TO THE LEVELS OF THE EARLY 1970s oONLY IF PUBLIC
SPENDING IS KEPT BROADLY STABLE IN REAL TERMS OVER

THE NEXT TEN YEARS,

THE GOVERNMENT BELIEVES THAT THE ISSUES
DISCUSSED IN THE GREEN PAPER MERIT THE ATTENTION OF
THE HOUSE AND THE COUNTRY.

IN CONTRAST TO PREVIOUS YEARS, [ HAVE NO
PACKAGE OF PUBLIC EXPENDITURE MEASURES TO ANNOUNCE
IN THIS BupGeT., THE WHITE PAPER PLANS STAND,

[ CAN HOWEVER MAKE ONE ANNOUNCEMENT, WHICH I
THINK THE HOUSE WILL WELCOME. WITHIN THE PUBLISHED
PLANS THE GOVERNMENT HAS BEEN ABLE TO PROVIDE THE
NaT1ONAL HERITAGE MEMORIAL FUND WITH ADDITIONAL
RESOURCES WHICH WILL ENABLE THEM AMONG OTHER THINGS

TO SECURE THE FUTURE OF CALKE ABBEY. My RT Hon

FRIEND THE SECRETARY OF STATE FOR THE ENVIRONMENT
WILL BE ANNOUNCING THE DETAILS LATER TODAY.,

/THE HOUSE WILL
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THE HOUSE WILL RECALL THAT PROPOSALS FOR THE
NEW RATES OF SOCIAL SECURITY BENEFIT TO COME INTO
FORCE IN NOVEMBER ARE NOT NOW MADE AT THE TIME OF
THE BUDGET. FOLLOWING LAST YEAR'S LEGISLATION TO
RETURN TO THE HISTORIC METHOD OF UPRATING, PRICE
PROTECTION IS MEASURED BY REFERENCE TO THE RETAIL
PrRice INDEX FOR May, My Rt Hon FRIEND THE
SECRETARY OF STATE FOR SOCIAL SERVICES WILL BE
ANNOUNCING THE NEW RATES OF SOCIAL SECURITY
BENEFITS, INCLUDING CHILD BENEFIT, WHEN THE MAY RPI
IS KNOWN,

BEFORE LEAVING GOVERNMENT SPENDING, [ SHOULD
ADD A WORD ON PUBLIC SECTOR MANPOWER, AT THE
BEGINNING OF THE LAST PARLIAMENT, THE GOVERNMENT SET
[TSELF THE TARGET OF REDUCING THE SIZE OF THE CiIviL
SERVICE FROM 732,000 1n ApriL 1979 10 630,000 BY

APRIL OF THIS YEAR. THAT TARGET WILL BE ACHIEVED,

WE HAVE NOW SET OURSELVES THE FURTHER TARGET OF
595,000 BY AprIL 1988, [ AM CONFIDENT THAT A

/SMALLER CIVIL
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SMALLER CiviL SERVICE WILL CONTINUE TO IMPROVE ITS
EFFICIENCY, THE TAX CHANGES | SHALL BE ANNOUNCING
TODAY WILL REDUCE MANPOWER REQUIREMENTS BY AT LEAST

1,000 1N MY owN DEPARTMENTS, WHICH WILL HELP TOWARDS

MEETING THE 1988 TARGET,

/I INDICATED AT THE




TAX REFORM

| INDICATED AT THE OUTSET THAT THIS WILL BE A
RADICAL, TAX-REFORMING, BUDGET. [T WILL ALSO
SIGNIFICANTLY REDUCE THE OVERALL BURDEN OF TAX OVER
THE NEXT TWO YEARS TAKEN TOGETHER., AND I HOPE TO
HAVE SCOPE FOR FURTHER REDUCTIONS IN FUTURE BUDGETS,

My PROPOSALS FOR REFORM ARE GUIDED BY TWO BASIC
PRINCIPLES, FIRST, THE NEED TO MAKE CHANGES THAT
WILL IMPROVE OUR ECONOMIC PERFORMANCE OVER THE
LONGER TERM, SECOND, THE DESIRE TO MAKE LIFE A
LITTLE SIMPLER FOR THE TAXPAYER.

Bur [ AM WELL AWARE THAT THE TAX REFORMER'S

PATH IS A STONY ONE. ANY CHANGE IN THE SYSTEM IS

BOUND, AT LEAST IN THE SHORT TERM, TO BRING BENEFITS
TO SOME AND DISADVANTAGES TO OTHERS, AND THE
DISAPPROVAL OF THE LATTER GROUP TENDS TO BE RATHER

/MORE AUDIBLE




MORE AUDIBLE THAN THE MURMURINGS OF SATISFACTION
FROM THE FORMER,

SOME COMMENTATORS HAVE SUGGESTED THAT OUR
ENTIRE INCOME-BASED TAX SYSTEM SHOULD BE REPLACED
WITH AN EXPENDITURE-BASED SYSTEM, EVEN IF A ROOT-
AND-BRANCH CHANGE OF THIS KIND WERE DESIRABLE, IT
WOULD, | BELIEVE, BE WHOLLY IMPRACTICAL AND
UNREALISTIC,

Bur [ Do NOT BELIEVE WE CAN AFFORD TO OPT FOR
THE QUIET LIFE AND DO NOTHING., S0 [ HAVE CHOSEN THE
MIDDLE WAY: TO INTRODUCE REFORMS, SOME OF THEM FAR=
REACHING, WITHIN THE FRAMEWORK OF OUR EXISTING
INCOME-BASED SYSTEM, | SHALL ALSO BE PROPOSING
TRANSITIONAL ARRANGEMENTS WHERE [ BELIEVE IT FAIR
AND APPROPRIATE TO DO SO.

THE CHANGES | SHALL BE PROPOSING TODAY FALL

INTO THREE BROAD CATEGORIES. [HESE ARE THE TAXATION

/OF SAVINGS AND
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OF SAVINGS AND INVESTMENT, BUSINESS TAXATION, AND
THE TAXATION OF PERSONAL INCOME AND SPENDING,

/FIRST, THE TAXATION




SAVINGS AND INVESTMENT

FIRST, THE TAXATION OF SAVINGS AND INVESTMENT,
THE PROPOSALS [ AM ABOUT TO MAKE SHOULD IMPROVE THE

DIRECTION AND QUALITY OF BOTH, AND THEY WILL

CONTRIBUTE FURTHER TO THE CREATION OF A PROPERTY-
OWNING AND SHARE-OWNING DEMOCRACY, IN WHICH MORE
DECISIONS ARE MADE BY INDIVIDUALS RATHER THAN BY
INSTITUTIONS,

[ START WITH STAMP DUTY., THIS WAS DOUBLED FROM
ITS LONG-STANDING | PER CENT BY THE POST-WAR LABOUR
GOVERNMENT IN 1947, REDUCED BY THE CONSERVATIVE
GOVERNMENT IN 1963, AND ONCE AGAIN DOUBLED TO 2 PER
CENT BY LABOUR IN THE FIRST BUDGET PRESENTED BY THE
RT HoN MEMBER FOR LEEDS EAST IN 1974, AT ITsS
PRESENT LEVEL IT IS AN IMPEDIMENT TO MOBILITY AND
INCOMPATIBLE WITH THE FORCES OF COMPETITION NOW AT
WORK* IN THE CITY, FOLLOWING THE WITHDRAWAL OF THE

/STOCK EXCHANGE
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STOCK EXCHANGE CASE FROM THE RESTRICTIVE PRACTICES
COuRT,

| THEREFORE PROPOSE TO HALVE THE RATE OF STAMP
DUTY TO | PER CENT.  THE NEW RATE WILL APPLY
STRAIGHT AWAY TO STOCK EXCHANGE DEALS., [T WILL ALSO
APPLY FROM TODAY TO OTHER TRANSACTIONS WHERE
DOCUMENTS ARE STAMPED ON OR AFTER 20 MARCH,

FOR THE HOME BUYER, THE NEW FLAT RATE | PER
CENT STAMP DUTY WILL START AT £30,000, BeLow THIS
LEVEL NO DUTY WILL BE PAYABLE. AS A RESULT OF THIS
£5,000 INCREASE IN THE THRESHOLD, 90 PER CENT OF
FIRST TIME HOME BUYERS WILL NOT HAVE TO PAY STAMP
DUTY AT ALL.

REDUCING THE RATE OF DUTY ON SHARE TRANSFERS

WILL REMOVE AN IMPORTANT DISINCENTIVE TO INVESTMENT
IN EQUITIES AND INCREASE  THE INTERNATIONAL

COMPETITIVENESS OF OUR STOCK MARKET, [T SHOULD ALSO
HELP BRITISH COMPANIES TO RAISE EQUITY FINANCE,

/IN ADDITION, I




IN ADDITION, | HAVE FOUR PROPOSALS TO ENCOURAGE
THE ISSUE OF CORPORATE BONDS. | SHALL GO AHEAD WITH
THE NEW ARRANGEMENTS FOR DEEP DISCOUNT STOCK AND THE

RELIEFS FOR COMPANIES ISSUING EUROBONDS, AND FOR
CONVERTIBLE LOAN STOCK, WHICH WERE ANNOUNCED BUT NOT
ENACTED LAST YEAR., AND | PROPOSE TO EXEMPT FROM
CApITAL GAINS TAX MOST CORPORATE FIXED INTEREST
SECURITIES PROVIDED THEY ARE HELD FOR MORE THAN A
YEAR, SINCE SUCH SECURITIES ARE ALREADY EXEMPT FROM
STAMP DUTY THIS MEANS THAT THE TAX CONCESSIONS FOR
PRIVATE SECTOR BORROWING IN THE CORPORATE BOND
MARKET WILL NOW BE VIRTUALLY THE SAME AS FOR
GOVERNMENT BORROWING IN THE GILT-EDGED MARKET,

THE REDUCTIONS IN STAMP DUTY WILL COST
£450 mILLioNn IN 1984-85, oF wHicH E£160 MILLION IS
THE COST OF THE RELIEF ON SHARE TRANSFERS, AND
£290 MILLION THE COST OF THE RELIEF ON TRANSFERS OF

HOUSES AND OTHER BUILDINGS AND LAND,

/NEXT, LIFE ASSURANCE.




NEXT, LIFE ASSURANCE. THE MAIN EFFECT OF LIFE
ASSURANCE PREMIUM RELIEF TODAY IS UNDULY TO FAVOUR
INSTITUTIONAL RATHER THAN DIRECT INVESTMENT. IT HAS
ALSO SPAWNED A MULTIPLICITY OF WELL-ADVERTISED TAX
MANAGEMENT SCHEMES, AND NO LESS THAN 50 PAGES OF
LEGISLATION ATTEMPTING TO DEAL WITH ITS ABUSE., I
THEREFORE PROPOSE TO WITHDRAW THE RELIEF ON ALL NEW
CONTRACTS MADE AFTER TODAY., [ STRESS THAT THIS
CHANGE WILL APPLY ONLY TO NEW (OR NEWLY ENHANCED)
POLICIES, TAKEN OUT AFTER TODAY., EXISTING POLICIES
WILL NOT BE AFFECTED AT ALL., THE CHANGE IS
ESTIMATED TO YIELD ABOUT £90 MILLIoN IN 1984-85,

[ AM ALSO PROPOSING TO CURTAIL THE SPECIAL -BUT
UNFORTUNATELY WIDELY ABUSED = PRIVILEGES FOR WHAT
ARE KNOWN AS 'TAX EXEMPT' FRIENDLY SOCIETIES, AND
BRING THEM INTO LINE WITH THE NORMAL RULES FOR
FRIENDLY SOCIETIES DOING 'MIXED' BUSINESS., HOWEVER
THE LIMITS WITHIN WHICH IN FUTURE ALL FRIENDLY
SOCIETIES WILL BE ABLE TO WRITE ASSURANCE ON A TAX

EXEMPT BASIS WILL BE INCREASED FROM £500 To £750.

/1 HAVE ALSO




| HAVE ALSO REVIEWED THE TAX TREATMENT OF
DIRECT PERSONAL INVESTMENT. THE INVESTMENT INCOME
SURCHARGE IS AN UNFAIR AND ANOMALOUS TAX ON SAVINGS
AND ON THE REWARDS OF SUCCESSFUL ENTERPRISE, IT
HITS THE SMALL BUSINESSMAN WHO REACHES RETIREMENT
WITHOUT THE CUSHION OF A COMPANY PENSION SCHEME, AND
IMPEDES THE CREATION OF FARM TENANCIES., [N THE VAST
MAJORITY OF CASES IT IS A TAX ON SAVINGS MADE OUT OF
HARD-EARNED AND FULLY-TAXED INCOME. MORE THAN HALF
OF THOSE WHO PAY THE INVESTMENT INCOME SURCHARGE ARE
OVER 65, AND OF THESE HALF WOULD OTHERWISE BE LIABLE
TO TAX AT ONLY THE BASIC RATE,

| HAVE THEREFORE DECIDED THAT THE INVESTMENT
INCOME SURCHARGE SHOULD BE ABOLISHED. [HE COST IN
1984-85 wiLL BE SOME £25 MILLION, BUILDING UP TO
AROUND £350 MILLION IN A FULL YEAR.

FINALLY, | PROPOSE TO DRAW MORE CLOSELY

TOGETHER THE TAX TREATMENT OF DEPOSITORS IN BANKS

/AND BUILDING
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AND BUILDING SOCIETIES, [HESE INSTITUTIONS COMPETE
IN THE SAME MARKET FOR PERSONAL DEPOSITS. [ BELIEVE
THAT THEY SHOULD BE ABLE TO DO SO ON MORE EQUAL
TERMS AS FAR AS TAX IS CONCERNED, OUNE SOURCE OF
UNEQUAL TREATMENT HAS ALREADY BEEN REMOVED., WITH THE
RECENT CHANGE MADE ON LEGAL ADVICE IN THE TAX
TREATMENT OF BUILDING SOCIETIES' PROFITS FROM GILT-
EDGED SECURITIES., [HEY ARE NOW TREATED IN THE SAME
WAY AS THOSE OF THE BANKS HAVE ALWAYS BEEN,

BUT THE MAJOR SOURCE OF UNEQUAL TREATMENT,
AGAINST WHICH THE BANKS IN PARTICULAR HAVE
FREQUENTLY COMPLAINED, IS THE SPECIAL ARRANGEMENT
FOR INTEREST PAID BY BUILDING SOCIETIES, THE
SOCIETIES PAY TAX AT A SPECIAL RATE - THE “COMPOSITE
RATE” -ON THE INTEREST PAID TO THE DEPOSITOR, WHO
RECEIVES CREDIT FOR INCOME TAX AT THE FULL BASIC

RATE ,

/THIS SYSTEM,




THIS SYSTEM, WHICH HAS WORKED WELL FOR THE PAST
90 YEARS, HAS BOTH AN ADVANTAGE AND A DISADVANTAGE,
THE DISADVANTAGE IS THAT A MINORITY OF DEPOSITORS,
WHO ARE BELOW THE INCOME TAX THRESHOLD, STILL PAY
TAX AT THE COMPOSITE RATE. [T HAS NOT HOWEVER
STOPPED MANY OF THEM USING BUILDING SOCIETIES
BECAUSE OF THE COMPETITIVE RATES THEY HAVE OFFERED,
THE ADVANTAGE OF THE SCHEME IS ITS EXTREME
SIMPLICITY, PARTICULARLY FOR THE TAXPAYER: MOST
TAXPAYERS ARE SPARED THE BOTHER OF PAYING TAX ON
INTEREST THROUGH PAYE OR INDIVIDUAL ASSESSMENT,
WHILE THE REVENUE ARE SPARED THE NEED TO RECRUIT UP
To 2000 EXTRA STAFF TO COLLECT THE TAX DUE ON
INTEREST PAID WITHOUT DEDUCTION,

[N COMMON WITH MY PREDECESSORS OF ALL PARTIES
OVER THE PAST 90 YEARS, [ AM SATISFIED THAT THE
ADVANTAGE OF THE COMPOSITE RATE  ARRANGEMENT
OUTWEIGHS THE DISADVANTAGE., [T FOLLOWS THAT EQUAL

TREATMENT OF BUILDING SOCIETIES AND BANKS SHOULD BE

/ACHIEVED, NOT BY
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ACHIEVED, NOT BY REMOVING THE COMPOSITE RATE FROM
THE SOCIETIES, BUT BY EXTENDING IT TO THE BANKS AND
OTHER LICENSED DEPOSIT TAKERS.

NON-TAXPAYERS WILL CONTINUE TO BE ABLE TO
RECEIVE INTEREST GROSS, SHOULD THEY WISH TO DO SO,
BY PUTTING THEIR MONEY INTO APPROPRIATE NATIONAL
SAVINGS FACILITIES. BUT THE PURPOSE OF THE MOVE IS
NOT, OF COURSE, TO ATTRACT SAVINGS INTO GOVERNMENT
HANDS: AS [ HAVE ALREADY ANNODUNCED, NEXT YEAR'S
TARGET FOR NATIONAL SAVINGS WILL BE THE SAME AS THIS
YEAR'S AND LAST YEAR'S: AND THE TOTAL GOVERNMENT
APPETITE FOR SAVINGS, WHICH IS MEASURED BY THE SIZE
OF THE PuBLIC SECTOR BORROWING REQUIREMENT, IS BEING
SIGNIFICANTLY REDUCED.

THE TRUE PURPOSE OF THE MOVE IS SIMPLE: FAIRER

COMPETITION AND SIMPLICITY ITSELF, THE GREAT
MAJORITY OF INDIVIDUAL BANK CUSTOMERS WILL, WHEN IT
COMES TO TAX., BE ABLE TO FORGET ABOUT BANK INTEREST

/ALTOGETHER, FOR
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ALTOGETHER, FOR ALL THE TAX DUE ON IT WILL ALREADY
HAVE BEEN PAID. AND IT WILL BE EASIER FOR PEOPLE TO
COMPARE THE TERMS OFFERED FOR THEIR SAVINGS BY BANKS
AND BUILDING SOCIETIES.,

THE PURPOSE OF THE CHANGE IS NOT TO RAISE
ADDITIONAL REVENUE. THE COMPOSITE RATE ARRANGEMENT
IS DESIGNED TO COLLECT NO MORE TAX THAN WOULD BE DUE
AT THE BASIC RATE FROM ALL DEPOSITORS UNDER EXISTING
ARRANGEMENTS .

HOWEVER, THE INLAND REVENUE WILL BE ABLE TO
MAKE STAFF SAVINGS OF uUP TO 1000 cIvIL SERVANTS.
MOREOVER, THIS FIGURE TAKES NO ACCOUNT OF THE

SUBSTANTIAL NUMBERS OF ADDITIONAL INLAND REVENUE

STAFF WHO WOULD HAVE BEEN REQUIRED TO OPERATE THE
PRESENT SYSTEM AS THE TREND TOWARDS THE PAYMENT OF
INTEREST ON CURRENT ACCOUNTS DEVELOPS,

/ACCORDINGLY, |
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ACCORDINGLY, | PROPOSE TO EXTEND THE COMPOSITE
RATE ARRANGEMENTS TO INTEREST RECEIVED BY UK

RESIDENT INDIVIDUALS FROM BANKS AND OTHER LICENSED
DEPOSIT TAKERS WITH EFFECT FROM 1985-86, THE
COMPOSITE RATE WILL NOT APPLY EITHER TO NON-
RESIDENTS OR TO THE CORPORATE SECTOR. ARRANGEMENTS
WILL ALSO BE MADE TO EXCLUDE FROM THE SCHEME
CERTIFICATES OF DeposiT AND TIME DeposiTs ofF £50,000

OR MORE,

TAKEN TOGETHER, THE MAJOR PROPOSALS | HAVE JUST
ANNOUNCED ON STAMP DUTY, LIFE ASSURANCE PREMIUM
RELIEF, THE INVESTMENT INCOME SURCHARGE, AND THE
COMPOSITE RATE, COUPLED WITH OTHER MINOR PROPOSALS,
WILL PROVIDE A SIMPLER AND MORE STRAIGHTFORWARD TAX
SYSTEM FOR SAVINGS AND INVESTMENT. THEY WILL REMOVE
BIASES WHICH HAVE DISCOURAGED THE INDIVIDUAL SAVER
FROM INVESTING DIRECTLY IN INDUSTRY., THEY WILL
REINFORCE THE GOVERNMENT'S POLICY OF ENCOURAGING
COMPETITION IN THE FINANCIAL SECTOR, AS IN THE

/ECONOMY AS A
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ECONOMY AS A WHOLE, AND THEY ARE PART OF A PACKAGE
OF MEASURES DESIGNED TO ENABLE INTEREST RATES TO
FALL, AND REDUCE THE COST OF BORROWING,

/1 NOW TURN TO




BUSINESS TAXATION

I NOW TURN TO BUSINESS TAXATION, HERE,
GOVERNMENT HAS TWO RESPONSIBILITIES TOWARDS BRITISH
BUSINESS AND INDUSTRY. [HE FIRST IS TO ENSURE THAT
THEY DO NOT HAVE TO BEAR AN EXCESSIVE BURDEN OF
TAXATION, THE SECOND IS TO ENSURE THAT, GIVEN A
PARTICULAR BURDEN, IT IS STRUCTURED IN THE WAY THAT
DOES LEAST DAMAGE TO THE NATION'S ECONOMIC

PERFORMANCE ,

THE MEASURES [ AM ANNOUNCING TODAY WILL, TAKING
THE NEXT TWO YEARS TOGETHER., RESULT IN A SUBSTANTIAL
REDUCTION IN THE BURDEN OF TAXATION ON BRITISH
BUSINESS., AND IN ADDITION | SHALL BE PROPOSING A
FAR-REACHING REFORM OF COMPANY TAXATION,

REsPoONSES TO THE CORPORATION TAX GREEN PAPER IN

1982 SHOWED A STRONG GENERAL DESIRE TO RETAIN THE

/IMPUTATION SYSTEM,
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IMPUTATION SYSTEM, I ACCEPT THAT, BUT OTHER

CHANGES ARE NEEDED.,

THE CURRENT RATES OF CORPORATION TAX ARE FAR
TOO HIGH, PENALISING PROFIT AND SUCCESS, AND
BLUNTING THE CUTTING EDGE OF ENTERPRISE. THEY ARE
THE PRODUCT OF TOO MANY SPECIAL  RELIEFS,
INDISCRIMINATELY  APPLIED AND OF  DIMINISHING
RELEVANCE TO THE CONDITIONS OF TODAY. SOME OF THESE
RELIEFS REFLECT ECONOMIC PRIORITIES OR
CIRCUMSTANCES WHICH HAVE LONG VANISHED, AND NOW
SERVE ONLY TO DISTORT INVESTMENT DECISIONS AND
CHOICES ABOUT FINANCE., (OTHERS WERE INTRODUCED TO
MEET SHORT-TERM PRESSURES, NOTABLY THE UPWARD SURGE

OF INFLATION,

WITH INFLATION DOWN TO TODAY'S LOW LEVELS, THIS
IS CLEARLY THE TIME TO TAKE A FRESH LOOK. AND WITH

UNEMPLOYMENT AS HIGH AS IT IS TODAY., IT IS
PARTICULARLY DIFFICULT TO JUSTIFY A TAX SYSTEM WHICH

/ENCOURAGES




45

ENCOURAGES  LOW-YIELDING OR EVEN  LOSS—=MAKING
INVESTMENT AT THE EXPENSE OF JOBS,

My PURPOSE THEREFORE IS TO PHASE OUT SOME
UNNECESSARY RELIEFS, IN ORDER TO BRING ABOUT, OVER
TIME, A MARKEDLY LOWER RATE OF TAX ON COMPANY
PROFITS,

FIRST, CAPITAL ALLOWANCES. OVER VIRTUALLY THE
WHOLE OF THE POST-WAR PERIOD THERE HAVE BEEN
INCENTIVES FOR INVESTMENT IN BOTH PLANT AND
MACHINERY AND INDUSTRIAL (THOUGH NOT COMMERCIAL)
BUILDINGS, BUT THERE 1S LITTLE EVIDENCE THAT THESE
INCENTIVES HAVE STRENGTHENED THE ECONOMY  OR
IMPROVED THE QUALITY OF INVESTMENT.,  QUITE THE
CONTRARY:  THE EVIDENCE SUGGESTS THAT BUSINESSES
HAVE INVESTED SUBSTANTIALLY IN ASSETS YIELDING A
LOWER RATE OF RETURN THAN THE INVESTMENTS MADE BY

OUR PRINCIPAL COMPETITORS., |00 MUCH OF BRITISH

INVESTMENT HAS BEEN MADE BECAUSE THE TAX ALLOWANCES

/MAKE IT LOOK
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MAKE IT LOOK PROFITABLE, RATHER THAN BECAUSE 1IT
WOULD BE TRULY PRODUCTIVE, WE NEED INVESTMENT
DECISIONS BASED ON FUTURE MARKET ASSESSMENTS, NOT
FUTURE TAX ASSESSMENTS.

I PROPOSE TO RESTRUCTURE THE  CAPITAL
ALLOWANCES IN THREE ANNUAL STAGES. IN THE CASE OF
PLANT AND MACHINERY, AND ASSETS WHOSE ALLOWANCES ARE
LINKED WITH THEM, THE FIRST YEAR ALLOWANCE WILL BE
REDUCED FROM 100 PER CENT TO /5 PER CENT FOR ALL
SUCH EXPENDITURE INCURRED AFTER TODAY, AND TO 50 PER
CENT FOR EXPENDITURE INCURRED AFTER 31 MARCH NEXT
YEAR, AFTER 31 MARcH 19806 THERE WILL BE NO FIRST
YEAR ALLOWANCES, AND ALL EXPENDITURE ON PLANT AND
MACHINERY WILL QUALIFY FOR ANNUAL ALLOWANCES ON A

25 PER CENT REDUCING BALANCE BASIS,

IN ADDITION, FROM NEXT YEAR ANNUAL ALLOWANCES
WILL BE GIVEN AS SOON AS THE EXPENDITURE IS
INCURRED, AND NOT, AS THEY ARE TODAY, WHEN THE ASSET

/COMES INTO USE,
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COMES INTO USE, THIS WILL BRING FORWARD THE
ENTITLEMENT TO ANNUAL ALLOWANCES FOR THOSE ASSETS,
SUCH AS SHIPS AND OIL RIGS, FOR WHICH SOME PAYMENT
IS NORMALLY MADE WELL BEFORE THEY ARE BROUGHT INTO
USE .

FOR INDUSTRIAL BUILDINGS, | PROPOSE THAT THE
INITIAL ALLOWANCE SHOULD FALL FROM 75 PER CENT TO 50
PER CENT FROM TONIGHT, AND BE FURTHER REDUCED TO 25
PER CENT FROM 31 MARCH NEXT YEAR,  AFTER 31 MARcCH
1936 THE INITIAL ALLOWANCE WILL BE ABOLISHED, AND
EXPENDITURE WILL BE WRITTEN OFF ON AN ANNUAL U pER
CENT STRAIGHT LINE BASIS.,

WHEN THESE CHANGES HAVE ALL TAKEN PLACE, TAX
ALLOWANCES FOR BOTH PLANT AND MACHINERY AND

INDUSTRIAL BUILDINGS WILL STILL ON AVERAGE BE RATHER

MORE GENEROUS THAN WOULD BE PROVIDED BY A STRICT
SYSTEM OF COMMERCIAL DEPRECIATION,

/THE CHANGES
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THE CHANGES IN THE RATES OF ALLOWANCES WILL NOT
APPLY TO PAYMENTS UNDER BINDING CONTRACTS ENTERED

INTO BEFORE MIDNIGHT TONIGHT, PROVIDED THAT THE
EXPENDITURE IS INCURRED WITHIN THE NEXT THREE YEARS,

THERE WILL BE TRANSITIONAL TAX ARRANGEMENTS
FOR CERTAIN INVESTMENT PROJECTS IN THE DEVELOPMENT
AREAS AND SPECIAL DEVELOPMENT AREAS. WHEN A PROJECT
IN THOSE AREAS HAS HAD AN OFFER OF INDUSTRY AcT
SELECTIVE FINANCIAL ASSISTANCE AND ALSO ATTRACTS
REGIONAL DEVELOPMENT GRANTS, THE EXISTING CAPITAL
ALLOWANCES WILL CONTINUE TO APPLY TO THE EXPENDITURE
TO WHICH THE SELECTIVE ASSISTANCE IS RELATED., [HESE
ARRANGEMENTS WILL COVER PROJECTS FOR WHICH OFFERS
HAVE ALREADY BEEN MADE BETWEEN | AprIL 1980 AND
TODAY., SIMILAR  ARRANGEMENTS FOR  REGIONAL

DEVELOPMENT GRANTS WERE ANNOUNCED BY MY RT, HoN,

FRIEND THE SECRETARY OF STATE FOR TRADE AND INDUSTRY
IN HIS WHITE PAPER LAST DECEMBER,

/OVER THE SAME
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OVER THE SAME PERIOD TO 31 MarcH 1986 MosT
OTHER CAPITAL ALLOWANCES WILL BE BROUGHT INTO LINE
WITH THE MAIN CHANGES | HAVE ANNOUNCED. THE INLAND
REVENUE WILL BE ISSUING A PRESS NOTICE TONIGHT
GIVING FULL DETAILS OF THESE PROPOSALS,

NEXT, STOCK RELIEF., As THE HOUSE WILL RECALL,
THIS WAS INTRODUCED BY THE LAST LABOUR GOVERNMENT AS
A FORM OF EMERGENCY HELP TO BUSINESSES FACING THE
RAVAGES OF HIGH INFLATION, THOSE DAYS ARE PAST: AND
THE RELIEF IS NO LONGER NECESSARY. CoMPANY
LIQUIDITY HAS IMPROVED AND, ABOVE ALL, INFLATION HAS
FALLEN SHARPLY, ACCORDINGLY, I PROPOSE NOT TO ALLOW
STOCK RELIEF FOR INCREASES IN PRICES AFTER THIS
MONTH,

THE CHANGES I HAVE JuST ANNOUNCED, IN CAPITAL
ALLOWANCES AND STOCK RELIEF, ENABLE ME TO EMBARK ON

A MAJOR PROGRAMME OF PROGRESSIVE REDUCTIONS IN THE
MAIN RATE OF CORPORATION TAX, FOR PROFITS EARNED

/IN THE YEAR




50

IN THE YEAR JUST ENDING, ON WHICH TAX IS GENERALLY
PAYABLE IN 1984-85, THE RATE WILL BE CUT FROM 52 PER
CENT T0 50 PER CENT. FOR PROFITS EARNED IN 1984-85
THE RATE WILL BE FURTHER CUT TO 45 PER CENT.
LOOKING FURTHER AHEAD. TO PROFITS EARNED IN 1985-86,
THE RATE WILL GO DOWN TOo 40 PER CENT: AND FOR
PROFITS EARNED IN 1986-87 THE MAIN RATE OF
CORPORATION TAX WILL BE 35 PER CENT - NO LESS THAN
17 PERCENTAGE POINTS BELOW THE CURRENT RATE,

ALL THESE RATES FOR THE YEARS AHEAD WILL BE

INCLUDED IN THIS YEAR'S FINANCE BILL., AND WHEN

THESE CHANGES ARE COMPLETE, OUR RATES OF CAPITAL
ALLOWANCES FOR THE GENERALITY OF PLANT AND MACHINERY
WILL BE COMPARABLE WITH THOSE IN MOST OTHER
COUNTRIES, WHILE THE RATE OF TAX ON PROFITS WILL BE
SIGNIFICANTLY LOWER,

THE SUBSTANTIAL REDUCTION IN THE RATE OF
CORPORATION TAX WILL BRING A FURTHER BENEFIT, Our

/IMPUTATION SYSTEM
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IMPUTATION SYSTEM ALLOWS A COMPANY TO OFFSET IN FULL
ALL INTEREST PAID, BUT ONLY A PARTIAL OFFSET FOR
DIVIDENDS IS ALLOWED., COMPANIES THUS HAVE A CLEAR
INCENTIVE TO FINANCE THEMSELVES THROUGH BORROWING,
IN PARTICULAR BANK BORROWING, RATHER THAN BY RAISING
EQUITY CAPITAL., THE CLOSER THE CORPORATION TAX RATE
COMES TO THE BASIC RATE OF INCOME TAX, THE SMALLER

THIS UNDESIRABLE DISTORTION BECOMES.

OF COURSE, THE MAJORITY OF COMPANIES ARE NOT
LIABLE TO PAY THE MAIN RATE OF CORPORATION TAX AT
ALL., FOR THEM IT IS THE SMALL COMPANIES' RATE., AT
PRESENT 38 PER CENT, WHICH APPLIES. | PROPOSE TO

REDUCE THIS RATE FORTHWITH To 30 PER CENT, FOR
PROFITS EARNED IN 1983-84 AND THEREAFTER., A TAX
REGIME FOR SMALL COMPANIES WHICH IS ALREADY GENEROUS

BY INTERNATIONAL STANDARDS WILL THUS BECOME

MARKEDLY MORE GENEROUS,

/THE CORPORATION TAX
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THE CoRPORATION TAX MEASURES [ HAVE JuUST
ANNOUNCED WILL cosT £280 MILLION IN 1984-85, [N
1985-86 THE cosT WILL BE £E450 MILLION - MADE UP OF
£1,100 MILLION BY WAY OF REDUCTIONS IN THE RATES,
ONLY PARTIALLY OFFSET BY A £650 MILLION REDUCTION IN
THE VALUE OF THE RELIEFS. DURING THE TRANSITIONAL
PERIOD AS A WHOLE, THESE MEASURES SHOULD HAVE A
BROADLY NEUTRAL EFFECT ON THE FINANCIAL POSITION OF
COMPANIES., BUT WHEN THE CHANGES HAVE FULLY WORKED
THROUGH, COMPANIES WILL ENJOY VERY SUBSTANTIAL
REDUCTIONS IN THE TAX THEY PAY,

BUSINESS AND INDUSTRY CAN GO AHEAD CONFIDENTLY
ON THE BASIS OF THE CORPORATION TAX RATES [ HAVE
ANNOUNCED TODAY, WHICH SET THE FRAMEWORK OF COMPANY
TAXATION FOR THE REST OF THIS PARLIAMENT,

OVER THE NEXT TWO YEARS, THESE CHANGES WILL

CAUSE SOME INVESTMENT TO BE BROUGHT FORWARD., TO TAKE
ADVANTAGE OF HIGH FIRST YEAR CAPITAL ALLOWANCES - A

/PROSPECT MADE




53

PROSPECT MADE ALL THE MORE ALLURING FOR BUSINESS
SINCE THE PROFITS EARNED WILL BE TAXED AT THE NEW,
LOWER, RATES., BUT THE MORE IMPORTANT AND LASTING
EFFECT WILL BE TO ENCOURAGE THE SEARCH FOR
INVESTMENT PROJECTS WITH A GENUINELY WORTHWHILE
RETURN, AND TO DISCOURAGE UNECONOMIC INVESTMENT,

[T IS DOUBTFUL WHETHER IT WAS EVER REALLY
SENSIBLE T0 SUBSIDISE CAPITAL INVESTMENT
[RRESPECTIVE OF THE TRUE RATE OF RETURN., CERTAINLY,
WITH OVER THREE MILLION UNEMPLOYED IT CANNOT MAKE
SENSE TO SUBSIDISE CAPITAL SO HEAVILY AT THE EXPENSE
OF LABOUR,

THESE CHANGES HOLD OUT AN EXCITING OPPORTUNITY
FOR BRITISH INDUSTRY AS A WHOLE: AN OPPORTUNITY
FURTHER TO IMPROVE ITS PROFITABILITY, AND TO EXPAND,
BUILDING ON THE RECOVERY THAT IS ALREADY WELL UNDER

WAY. HIGHER PROFITS AFTER TAX WILL ENCOURAGE AND

REWARD ENTERPRISE, STIMULATE INNOVATION IN ALL ITS
FORMS, AND CREATE MORE JOBS,

/1 NOW TURN
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[ NOW TURN TO SOME MORE DETAILED MEASURES
AFFECTING BUSINESS,

THE BUSINESS EXPANSION SCHEME, INTRODUCED LAST
YEAR AS A SUCCESSOR TO THE BUSINESS START UP ScHEME,
HAS BEEN WIDELY WELCOMED AS A HIGHLY IMAGINATIVE
SCHEME FOR ENCOURAGING INDIVIDUALS TO INVEST IN
SMALL  COMPANIES, [T 1S ALREADY PROVING A
CONSIDERABLE SUCCESS. [T NOW NEEDS TIME TO SETTLE
DOWN, AND [ HAVE ONLY ONE CHANGE TO PROPOSE THIS

YEAR,

THE SCHEME WAS DESIGNED TO OFFER GENEROUS
INCENTIVES FOR INVESTMENT BY NEW OR EXPANDING

COMPANIES IN HIGH RISK AREAS, THE OWNERSHIP OF

FARMLAND CANNOT BE SAID TO FALL WITHIN THIS
CATEGORY, AND [ THEREFORE PROPOSE THAT FROM TOMORROW
FARMING SHOULD CEASE TO BE TREATED AS A QUALIFYING
TRADE UNDER THE SCHEME.

/NEXT, IN KEEPING
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NEXT, IN KEEPING WITH WHAT | HAVE SAID ABOUT
REMOVING COMPLEXITY AND DISTORTIONS, [ PROPOSE TO
ABOLISH TWO RELIEFS IN THE PERSONAL TAX FIELD WHICH
WERE INTRODUCED AT A TIME WHEN THIS COUNTRY SUFFERED
FROM EXCESSIVELY HIGH RATES OF INCOME TAX., As WE
HAVE REDUCED THOSE RATES, THE RELIEFS ARE NO LONGER

JUSTIFIED.

THE FIRST 1S THE 50 PER CENT TAX RELIEF
(FALLING AFTER 9 YEARS TO 25 PER CENT) APPLIED TO
THE EMOLUMENTS OF FOREIGN-DOMICILED EMPLOYEES
WORKING HERE FOR FOREIGN EMPLOYERS. [HESE EMPLOYEES
ARE OFTEN PAYING MUCH LESS TAX HERE THAN THEY WOULD
EITHER IN THEIR OWN COUNTRY OR IN MOST OTHER
EUROPEAN COUNTRIES, AT PRESENT INCOME TAX RATES,
THE NEED FOR THIS RELIEF HAS CLEARLY DISAPPEARED,

MOREOVER, IT IS OPEN TO WIDESPREAD ABUSE. B g

FOR EXAMPLE, POSSIBLE FOR SOMEONE WHOSE PARENTS CAME
HERE FROM ABROAD, AND WHO HAS HIMSELF LIVED HERE ALL
HIS LIFE, TO ENJOY THIS RELIEF, IF HE WORKS FOR A
FOREIGN COMPANY., [HAT CANNOT BE RIGHT,

/1 THEREFORE
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[ THEREFORE PROPOSE TO WITHDRAW THE RELIEF FOR
ALL NEW CASES FROM  TODAY, FOR EXISTING
BENEFICIARIES, THE 25 PER CENT RELIEF WILL CEASE ON
6 APRIL, AND THE 50 PER CENT RELIEF WILL BE PHASED
OUT OVER THE NEXT FIVE YEARS,

[ ALSO PROPOSE TO WITHDRAW THE FOREIGN EARNINGS
RELIEF FOR UNITED KINGDOM RESIDENTS WHO WORK AT
LEAST 30 DAYS ABROAD IN A TAX YEAR.,  [HIS RELIEF
TOO HARKS BACK TO THE DAYS OF PENALLY HIGH INCOME
TAX RATES. [T TOO HAS BEEN EXPLOITED, IN
PARTICULAR BY THOSE WHO PROLONG THEIR OVERSEAS
VISITS PURELY IN ORDER TO GAIN A TAX ADVANTAGE, |
PROPOSE TO WITHDRAW THE MATCHING RELIEF FOR THE
SELF-EMPLOYED WHO SPEND 30 DAYS ABROAD, AND FOR
THOSE RESIDENT IN THE UK WHO HAVE SEPARATE
EMPLOYMENTS OR SEPARATE TRADES CARRIED ON WHOLLY
ABROAD, |HE RELIEF WILL BE HALVED TO 12% PER CENT

IN 1984~ 85 AND REMOVED ENTIRELY FROM b AprIL 1985,

/HOWEVER, | AM




5/

HOWEVER, [ AM NOT MAKING ANY CHANGE TO THE
100 PER CENT DEDUCTION GIVEN FOR ABSENCES ABROAD OF
365 DAYS OR MORE. IN ADDITION, | HAVE AUTHORISED
CONSULTATIONS BY THE INLAND REVENUE ABOUT A POSSIBLE
RELAXATION IN THE RULES GOVERNING THE TAXATION OF
EXPENSES REIMBURSED TO EMPLOYEES FOR  TRAVEL
OVERSEAS.,

THE ABOLITION OF THESE RELIEFS WILL EVENTUALLY
YIELD REVENUE SAVINGS OF OVER £150 MILLION: AND
REPRESENTS ANOTHER USEFUL STEP IN THE REMOVAL OF
COMPLEXITY AND DISTORTIONS IN THE TAX SYSTEM,

| NEED TO SET THE CAR BENEFIT SCALES FOR [985-
80 FOR THOSE PROVIDED WITH THE USE OF A CAR BY THEIR
EMPLOYER, DESPITE THE INCREASES OVER RECENT YEARS,
THE LEVELS STILL FALL SHORT OF ANY REALISTIC MEASURE
OF THE TRUE BENEFIT. | AM PROPOSING AN INCREASE OF
10 PER CENT IN BOTH THE CAR AND CAR FUEL SCALES WITH

EFFECT FROM APriIL 1985,

/UNNECESSARILY




UNNECESSARILY HIGH RATES OF TAX DISCOURAGE
ENTERPRISE AND RISK TAKING.  THIS IS TRUE OF THE
CAPITAL TAXES, JUST AS IT IS OF THE CORPORATION AND
INCOME TAXES, IT IS A MATTER OF PARTICULAR CONCERN
TO THOSE INVOLVED IN RUNNING UNQUOTED FAMILY
BUSINESSES., THE HIGHEST RATES OF CAPITAL TRANSFER
TAX ARE FAR TOO HIGH AND BADLY OUT OF LINE WITH
COMPARABLE RATES ABROAD, | PROPOSE THEREFORE, IN
ADDITION TO STATUTORY INDEXATION, TO REDUCE THE
HIGHEST RATE OF CAPITAL TRANSFER TAX FROM /5 PER
CENT TO 60 PER CENT., FOR LIFETIME GIFTS | PROPGSE
TO SIMPLIFY THE SCALE SO THAT THE RATE IS ALWAYS
ONE-HALF OF THAT ON DEATH,

For CAPITAL GAINS Tax [ WILL, AS PROMISED.
BRING FORWARD IN THE FINANCE BILL PROPOSALS TO
DOUBLE THE LIMIT FOR RETIREMENT RELIEF TO A FIGURE
oF £100,000, BAckDATED TO0 AprIL 13983, A
CONSULTATIVE DOCUMENT ON OTHER POSSIBLE CHANGES IN

THIS RELIEF IS BEING ISSUED NEXT WEEK. [ AM

/PROPOSING NO
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PROPOSING NO OTHER CHANGES THIS YEAR IN CAPITAL
GAINS TAX BEYOND THE STATUTORY INDEXATION OF THE
EXEMPT AMOUNT FROM £5,300 1o £5.600., HOWEVER, THE
TAX CONTINUES TO ATTRACT CRITICISM =NOT LEAST FOR
ITS COMPLEXITY = AND THAT IS A MATTER TO WHICH I
HOPE TO RETURN NEXT YEAR,

WE HAVE DONE MUCH TO IMPROVE THE DEVELOPMENT
LAND TAX, EARLY IN THE LAST PARLIAMENT, MY
PREDECESSOR INCREASED THE THRESHOLD FRoM £10,000 To0
£50.,000, [ NOW PROPOSE A FURTHER INCREASE TO
£/5,000, WHICH WILL REDUCE THE NUMBER OF CASES
LIABLE TO THE TAX BY MORE THAN ONE-THIRD.,

NEXT SHARE OPTIONS, THE MEASURES INTRODUCED IN
THE LAST PARLIAMENT TO IMPROVE EMPLOYEE INVOLVEMENT
THROUGH PROFIT-SHARING AND SAVINGS-RELATED SHARE
OPTIONS SCHEMES HAVE BEEN A NOTABLE SUCCESS. THE
NUMBER OF THESE SCHEMES OPEN TO ALL EMPLOYEES HAS

INCREASED FROM ABouT 30 IN 1979 1o over 670 now,

/BENEFITING SOME
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BENEFITING SOME HALF A MILLION EMPLOYEES, To
MAINTAIN AND BUILD ON THIS PROGRESS [ PROPOSE TO
INCREASE THE MONTHLY LIMIT ON CONTRIBUTIONS TO
SAVINGS-RELATED SHARE OPTION SCHEMES FROM £50 To
£100. I HAVE ALSO AUTHORISED THE INLAND REVENUE TO
DOUBLE THE TAX-FREE LIMITS UNDER THE CONCESSION ON
LONG SERVICE AWARDS, AND TO INCLUDE WITHIN THESE
LIMITS THE GIFT OF SHARES IN THE EMPLOYEE'S COMPANY,

BUT BEYOND THIS, [ AM CONVINCED THAT WE NEED TO
DO MORE TO ATTRACT TOP CALIBRE COMPANY MANAGEMENT
AND TO INCREASE THE INCENTIVES AND MOTIVATION OF
EXISTING EXECUTIVES AND KEY PERSONNEL BY LINKING
THEIR REWARDS TO PERFORMANCE. | PROPOSE THEREFORE
THAT, SUBJECT TO CERTAIN NECESSARY LIMITS AND
CONDITIONS, SHARE OPTIONS GENERALLY BE TAKEN OUT OF
INCOME TAX ALTOGETHER, LEAVING ANY GAIN TO BE
CHARGED TO CAPITAL GAINS TAX ON ULTIMATE DISPOSAL OF
THE SHARES. THE NEW RULES WILL APPLY TO OPTIONS
MEETING THE NECESSARY CONDITIONS WHICH ARE GRANTED

FROM 6 APRIL,

/1 AM SURE
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| AM SURE THAT ALL THESE CHANGES WILL BE
WELCOMED AS MEASURES TO ENCOURAGE THE COMMITMENT OF
EMPLOYEES TO THE SUCCESS OF THEIR COMPANIES AND TO
IMPROVE THE PERFORMANCE, COMPETITIVENESS  AND
PROFITABILITY OF BRITISH INDUSTRY,

As THE HOUSE KNOWS, THE GOVERNMENT IS DEEPLY

CONCERNED AT THE THREAT WHICH THE SPREAD OF UNITARY
TAXATION IN CERTAIN US STATES HAS POSED TO THE US
SUBSIDIARIES OF BRITISH FIRMS, WITH OUR EUROPEAN
PARTNERS WE ARE MONITORING THE SITUATION CLOSELY.,
AND AWAIT WITH KEEN INTEREST THE IMMINENT REPORT OF
US TREASURY SECRETARY REGAN’'S WorkING GrROuP, [T 1S
ESSENTIAL THAT A SATISFACTORY SOLUTION IS FOUND AND
SPEEDILY IMPLEMENTED,

US FIRMS OPERATING IN THIS COUNTRY ARE NOT OF
COURSE TAXED ON A UNITARY BASIS,

/1 NOW TURN




| NOW TURN TO OIL TAXATION. LAST YEAR'S NORTH

SEA TAX CHANGES WERE WELL RECEIVED, AND THERE HAS

BEEN A SUBSTANTIAL INCREASE IN THE NUMBER OF
DEVELOPMENT PROJECTS COMING FORWARD, AND A NEW SURGE
[N EXPLORATION, WORK ON NO FEWER THAN 128 OFFSHORE
EXPLORATION AND APPRAISAL WELLS STARTED LAST YEAR -

AN ALL-TIME RECORD.

THE GOVERNMENT 1S ALREADY COMMITTED TO A STUDY
OF THE ECONOMICS OF INVESTMENT IN INCREMENTAL
DEVELOPMENT IN EXISTING FIELDS, THIS IS OF
INCREASING IMPORTANCE, AND IN CONSULTATION WITH MY
RT Hon FRIEND THE SECRETARY OF STATE FOR ENERGY I
THEREFORE PROPOSE TO REVIEW THIS AREA WITH THE
INDUSTRY, AND TO LEGISLATE AS APPROPRIATE NEXT YEAR
TO IMPROVE THE POSITION, TO PREVENT PROJECTS BEING
DEFERRED PENDING THIS REVIEW., ANY CHANGES WILL APPLY
TO ALL PROJECTS WHICH RECEIVE DEVELOPMENT CONSENT
AFTER TODAY,

/MEANWHILE, |
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MEANWHILE, [ AM TAKING TWO MEASURES TO PREVENT
AN UNJUSTIFIED LOSS OF TAX IN THE NorRTH SEA. FIRsT,

IN ADDITION TO THE PRT MEASURES ON FARMOUTS WHICH I
ANNOUNCED LAST SEPTEMBER, | AM LIMITING THE
POTENTIAL CORPORATION TAX COST OF SUCH DEALS,
SECOND, | PROPOSE TO REPEAL THE PROVISION WHICH

ALLOWS ADVANCE CORPORATION TAX TO BE REPAID WHERE
CORPORATION TAX 1S REDUCED BY PRT, I HAVE ALSO

REVIEWED THE CASE FOR EXTENDING LAST YEAR'S FUTURE
FIELD CONCESSIONS TO THE SOUTHERN BASIN, BUT HAVE
CONCLUDED THAT ADDITIONAL INCENTIVES HERE ARE NOT

NEEDED.,

[ HAVE JUST TWO FURTHER CHANGES AFFECTING
BUSINESS TO PROPOSE, BOTH OF WHICH WILL COME INTO
FORCE ON | OCTOBER,

EVER SINCE VAT WAS INTRODUCED IN THIS COUNTRY,

WE HAVE TREATED IMPORTS DIFFERENTLY FROM THE WAY OUR
MAIN EUROPEAN COMMUNITY COMPETITORS TREAT THEM,

/WHILE THEY
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WHILE THEY REQUIRE VAT ON IMPORTED GOODS TO BE PAID
IN THE SAME WAY AS CUSTOMS DUTIES, WE DO NOT. UNDER
OUR SYSTEM AN IMPORTER DOES NOT HAVE TO ACCOUNT FOR

VAT ON HIS IMPORTS UNTIL HE MAKES HIS NORMAL VAT
RETURN, ON AVERAGE SOME Il WEEKS LATER. DURING THIS
TIME THE IMPORTER ENJOYS FREE CREDIT AT THE
TAXPAYER'S  EXPENSE, BUT WHEN ONE BRITISH
BUSINESSMAN BUYS FROM ANOTHER, HE GETS NO SUCH HELP

FROM THE TAXPAYER: HE PAYS HIS VAT WHEN HE PAYS HIS

SUPPLIER.,

THE EUROPEAN COMMISSION HAS FOR SOME YEARS NOW
BEEN SEEKING, WITH OUR FULL SUPPORT, TO GET A SYSTEM
LIKE OURS ADOPTED THROUGHOUT THE COMMUNITY., BuT THE
PLAIN FACT IS THAT IN ALL THAT TIME THE COMMISSION
HAS MADE NO PROGRESS WHATEVER,

| MUST TELL THE HOUSE THAT I AM NOT PREPARED TO

PUT BRITISH INDUSTRY AT A COMPETITIVE DISADVANTAGE
'IN THE HOME MARKET ANY LONGER., SHOULD OUR EUROPEAN

/PARTNERS AT ANY
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PARTNERS AT ANY TIME UNDERGO A DAMASCENE CONVERSION,
AND AGREE THAT THE COMMISSION’S PROPOSAL SHOULD BE
ACCEPTED AFTER ALL, THEN OF COURSE WE WOULD REVERT
TO THE PRESENT SYSTEM,  BUT IN THE MEANTIME |
PROPOSE TO MOVE TO THE SYSTEM USED BY OUR FUROPEAN
COMPETITORS, WE SHALL PROVIDE THE SAME FACILITIES
FOR PAYMENT OF VAT ON IMPORTS AS APPLY TO CUSTOMS
DUTIES. THAT MEANS THAT MOST IMPORTERS WILL BE ABLE
TO DEFER PAYMENT OF VAT BY ON AVERAGE ONE MONTH FROM
THE DATE OF IMPORTATION, BUT THAT 1S ALL,

As [ HAVE SAID, THIS CHANGE WILL APPLY FROM
L OcToBER. By BRINGING FORWARD VAT RECEIPTS, [T
WILL BRING IN AN EXTRA El,2 BILLION IN 1984-85, soMe
OF WHICH WILL BE BORNE BY FOREIGN PRODUCERS AND
MANUFACTURERS., THERE WILL OF COURSE BE NO INCREASED
REVENUE IN SUBSEQUENT YEARS.

THE SECOND CHANGE | PROPOSE To MAKE ON

| -OCcTOBER CONCERNS THE NATIONAL INSURANCE

/ SURCHARGE ,
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SURCHARGE., THIS TAX ON JOBS WAS INTRODUCED BY THE
LABOUR GOVERNMENT IN 1977 AT THE RATE OF 2 PER CENT,
AND FURTHER INCREASED BY THE RT., Hon., MEMBER FOR
LeEeps EAST IN 1978 1o 3% PER CENT. DURING THE LAST
PARLIAMENT, THIS GOVERNMENT REDUCED IT TO | PER
CENT, AND WE ARE PLEDGED TO ABOLISH IT DURING THE
LIFETIME OF THIS PARLIAMENT,

GIVEN THE IMPACT THAT THIS TAX HAS, NOT ONLY ON
INDUSTRIAL COSTS BUT ALSO - AT A TIME OF HIGH
UNEMPLOYMENT - ON JOBS, [ HAVE DECIDED TO TAKE THE
OPPORTUNITY OF THIS MY FIRST BUDGET TO FULFIL THAT
PLEDGE , ABOLITION OF THE NATIONAL INSURANCE
SURCHARGE FROM OCTOBER WILL REDUCE PRIVATE SECTOR
EMPLOYERS' COSTS BY ALMOST £350 MILLION IN 1984-85,
AND OVER £&50 MILLION IN A FULL YEAR. [T WILL THUS

BE OF CONTINUING HELP TO BRITISH INDUSTRY, As

BEFORE, THE BENEFIT WILL BE CONFINED TO THE PRIVATE
SECTOR,

/THE HOUSE WILL
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THE House WILL | AM SURE AGREE THAT A BUDGET

WHICH SUBSTANTIALLY REDUCES THE GOVERNMENT'S
DEMANDS ON THE FINANCIAL SYSTEM, WHICH ABOLISHES THE

NATIONAL [NSURANCE SURCHARGE. AND WHICH CUTS THE
RATES AND SIMPLIFIES THE STRUCTURE OF CORPORATION
TAX, 1S A BUDGET FOR JOBS AND FOR ENTERPRISE. IT
OFFERS BRITISH INDUSTRY AN OPPORTUNITY WHICH [ AM
CONFIDENT IT WILL SEIZE,

/HAVING ANNOUNCED




PERSONAL TAXATION: TAXES ON SPENDING

HAVING ANNOUNCED MAJOR REFORMS OF BOTH THE
TAXATION OF SAVINGS AND INVESTMENT AND THE TAXATION
OF BUSINESS, | TURN NOW TO THE THIRD AND FINAL AREA
IN WHICH | PROPOSE TO MAKE PROGRESS ON TAX REFORM,
THIS IS THE TAXATION OF PERSONAL INCOME AND
SPENDING,

THE BROAD PRINCIPLE WAS CLEARLY SET OUT IN THE
MANIFESTO ON WHICH WE WERE FIRST ELECTED IN 1979,
THIS EMPHASISED THE NEED FOR A SWITCH FROM TAXES ON

EARNINGS TO TAXES ON SPENDING., MYy PREDECESSOR MADE

AN IMPORTANT MOVE IN THIS DIRECTION IN HIS FIRST
BUDGET, AND THE TIME HAS COME TO MAKE A FURTHER MOVE
TODAY ., T0 REDUCE DIRECT TAXATION BY THIS MEANS IS
IMPORTANT IN TWO WAYS. [T IMPROVES INCENTIVES AND
MAKES IT MORE WORTHWHILE TO WORK., AND IT INCREASES
THE FREEDOM OF CHOICE OF THE INDIVIDUAL.,

/HAVING REGARD




HAVING REGARD TO THE REPRESENTATIONS | HAVE

RECEIVED ON HEALTH GROUNDS, | THEREFORE PROPOSE AN
INCREASE IN THE TOBACCO DUTY WHICH, INCLUDING VAT,
WILL PUT 10P ON THE PRICE OF A PACKET OF CIGARETTES,
WITH CORRESPONDING INCREASES FOR HAND-ROLLING
TOBACCO AND CIGARS, THIS WILL DO NO MORE THAN
RESTORE THE TAX ON TOBACCO TO ITS 1965 LEVEL IN REAL
TERMS., THESE CHANGES WILL TAKE EFFECT FROM MIDNIGHT
ON THURSDAY, [ DO NOT, HOWEVER, PROPOSE ANY
INCREASE IN THE DUTY ON PIPE TOBACCO.

[ PROPOSE TO RAISE MOST OF THE OTHER EXCISE
DUTIES BROADLY IN LINE WITH INFLATION, SO AS TO
MAINTAIN THEIR REAL VALUE: NOT TO DO SO WOULD RUN
COUNTER TO THE PHILOSOPHY I OUTLINED A MOMENT AGO,
BUT WITH INFLATION AS LOW AS IT NOW IS, THE
NECESSARY INCREASES ARE ON THE WHOLE MERCIFULLY

MODEST .

/1 PROPOSE TO
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| PROPOSE TO INCREASE THE DUTIES ON PETROL AND
DERV BY AMOUNTS WHICH, INCLUDING VAT, WILL RAISE THE
PRICE AT THE PUMPS BY 4% AND 3%P A GALLON
RESPECTIVELY., [HIS DOES NO MORE THAN KEEP PACE WITH
INFLATION, THE CHANGES WILL TAKE EFFECT FOR OIL
DELIVERED FROM REFINERIES AND WAREHOUSES FROM SIX
0'CLOCK THIS EVENING, [ DO NOT PROPOSE TO INCREASE
THE DUTY ON HEAVY FUEL OIL, WHICH IS OF PARTICULAR
IMPORTANCE TO INDUSTRIAL COSTS,

THERE 1S ONE EXCISE DUTY WHICH [ PROPOSE TO DO
AWAY WITH ALTOGETHER., MANY OF THOSE WHO FIND IT
HARDEST TO MAKE ENDS MEET, INCLUDING IN PARTICULAR
MANY PENSIONERS, USE PARAFFIN STOVES TO HEAT THEIR
HOMES, [T IS WITH THEM IN MIND THAT [ PROPOSE TO

ABOLISH THE DUTY ON KEROSENE FROM SIX 0'CLOCK

TONIGHT, | AM SURE THAT THIS WILL BE WELCOMED ON
ALL SIDES OF THE HouUSE.

/THE VARIOUS
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THE VARIOUS RATES OF VEHICLE Excise DuTy wiLL,
ONCE AGAIN, GO UP ROUGHLY IN LINE WITH PRICES. THUS
THE DUTY FOR CARS AND LIGHT VANS WILL BE INCREASED
BY £5, FRoM £85 1o £E90 A YEAR., HOWEVER, IN THE
LIGHT OF THE REASSESSMENT BY MY RT HON FRIEND THE
SECRETARY OF STATE FOR TRANSPORT OF THE WEAR AND
TEAR THAT VARIOUS TYPES OF VEHICLE CAUSE TO THE
ROADS, THERE WILL BE REDUCTIONS IN DUTY FOR THE
LIGHTEST LORRIES, OFFSET BY HIGHER INCREASES FOR
SOME HEAVIER LORRIES. ALL THESE CHANGES IN VEHICLE
Excise DuTy WILL TAKE EFFECT FROM TOMORROW,

HoWEVER, [ PROPOSE TO EXEMPT FROM VEHICLE
Excise DUTY ALL RECIPIENTS OF THE WAR PENSIONERS'

MOBILITY SUPPLEMENT. IN ADDITION, THE EXISTING VAT

RELIEF FOR MOTOR VEHICLES DESIGNED OR ADAPTED FOR
USE BY THE HANDICAPPED WILL BE EXTENDED, AND MATCHED
BY A NEW CAR TAX RELIEF.,  THE EFFECT WILL BE THAT
NEITHER VAT NorR CAR TAX WILL APPLY TO FAMILY CARS
DESIGNED FOR DISABLED PEOPLE OR SUBSTANTIALLY
ADAPTED FOR THEIR USE,

/1 NOW COME TO
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HAVE TO TAKE IN THE EXCISE DUTY FIELD, As THE
HOUSE WILL BE AWARE, THE RULES OF THE EUROPEAN
COMMUNITY, SO FAR AS ALCOHOLIC DRINKS ARE CONCERNED,
ARE DESIGNED TO PREVENT A MEMBER STATE FROM
PROTECTING ITS OWN DOMESTIC PRODUCT BY IMPOSING A
SIGNIFICANTLY HIGHER DUTY ON COMPETING IMPORTS., IN
PURSUIT OF THIS, THE COMMISSION HAS TAKEN A NUMBER
OF COUNTRIES TO THE EurOPEAN COURT OF JUSTICE,

[N OUR CASE, THE COMMISSION CONTENDED THAT WE
WERE PROTECTING BEER BY UNDER-TAXING IT IN RELATION
TO WINE, WE FOUGHT THE CASE., BUT LOST: AND [ AM NOW
IMPLEMENTING THE JUDGEMENT HANDED DOWN BY THE COURT
LAST YEAR., ACCORDINGLY., | PROPOSE TO INCREASE THE
DUTY ON BEER BY THE MINIMUM AMOUNT NEEDED TO COMPLY
WITH THE JUDGEMENT AND MAINTAIN REVENUE: .2P ON A
TYPICAL PINT OF BEER, INCLUDING VAT, AT THE SAME
TIME, THE DUTY ON TABLE WINE WILL BE REDUCED BY THE

EQUIVALENT OF ABOUT l&P A BOTTLE, AGAIN INCLUDING
VAT,

/WE HAVE THUS
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WE HAVE THUS COMPLIED WITH THE COURT’S
JUDGEMENT., AND [ AM HAPPY TO BE ABLE TO TELL THE
House THAT THE ITALIAN GOVERNMENT HAVE, AFTER
DISCUSSIONS, GIVEN US AN UNDERTAKING THAT THEY WILL
COMPLY WITH EARLIER COURT RULINGS ON DISCRIMINATION
AGAINST SCOTCH WHISKY.

As FOR THE REST OF THE ALCOHOLIC DRINKS, CIDER,
WHICH INCREASINGLY COMPETES WITH BEER BUT ATTRACTS A
LOWER DUTY, WILL GO UP BY 3P A PINT. THE DUTIES ON
MADE-WINE WILL BE ALIGNED WITH THOSE ON OTHER WINE.
AND [ PROPOSE TO INCREASE THE DUTY ON SPARKLING
WINE, FORTIFIED WINE AND SPIRITS BY ABoOUT lOP A
BOTTLE, INCLUDING VAT, ALL THESE CHANGES WILL TAKE
EFFECT FROM MIDNIGHT TONIGHT.,

THESE CHANGES IN EXCISE DUTIES WILL, ALL TOLD,
BRING IN SOME EQ40 MiLLIoN IN 1984-85, some E200M
MORE THAN IS REQUIRED TO KEEP PACE WITH INFLATION.

THE ADDITION IS OF COURSE DUE TO THE INCREASE IN

TOBACCO DUTY.

/THE REMAINDER




THE REMAINDER OF THE EXTRA REVENUE | NEED To
ENABLE ME TO MAKE A SUBSTANTIAL SWITCH THIS YEAR
FROM TAXES ON EARNINGS TO TAXES ON SPENDING MUST
COME FROM VAT, | PROPOSE NO CHANGE IN THE RATE OF
VAT,  INSTEAD, | INTEND TO BROADEN THE BASE OF THE
TAX BY EXTENDING THE 15 PER CENT RATE TO TWO AREAS
OF EXPENDITURE THAT HAVE HITHERTO BEEN ZERO-RATED.,

FIRST, ALTERATIONS TO BUILDINGS, AT PRESENT
REPAIRS AND MAINTENANCE ARE TAXED, BUT ALTERATIONS
ARE NOT, THE BORDERLINE BETWEEN THESE TWO
CATEGORIES IS THE MOST CONFUSED IN THE WHOLE FIELD
oF VAT, [ PROPOSE TO END THIS CONFUSION AND
ILLOGICALITY BY BRINGING ALL ALTERATIONS INTO TAX.

[ RECOGNISE THAT THIS WILL BE UNWELCOME NEWS
FOR THE CONSTRUCTION INDUSTRY, BUT CONSTRUCTION

WILL OF COURSE BENEFIT GREATLY FROM THE REDUCTION IN
THE RATE OF STAMP DUTY WHICH [ HAVE ALREADY
ANNOUNCED, £E290 MILLION OF THE COST OF THAT

/REDUCTION IN




REDUCTION IN 1984-85 RELATES TO TRANSFERS OF LAND
AND BUILDINGS, AND OF THAT £290 MiLLIoN soME 90 PER
CENT RELATES TO BUILDINGS AND BUILDING LAND.,
NEVERTHELESS, TO ALLOW A REASONABLE TIME FOR
EXISTING COMMITMENTS TO BE COMPLETED OR ADJUSTED,
THE VAT CHANGE WILL BE DEFERRED UNTIL 1 JUNE,

SECONDLY, FooD. MosT FooD 1S ZERO-RATED., But
FOOD SERVED IN RESTAURANTS IS TAXED, TOGETHER WITH A
MISCELLANEOUS RANGE OF ITEMS INCLUDING ICE-CREAM,
CONFECTIONERY, SOFT DRINKS AND CRISPS, WHICH WERE
BROUGHT INTO TAX BY THE RT Hon MEMBER FOR LEEDS

EAST,  TAKE-AWAY FOOD CLEARLY COMPETES WITH OTHER

FORMS OF CATERING, AND | THEREFORE INTEND TO BRING
INTO TAX HOT TAKE-AWAY FOOD AND DRINKS, WITH EFFECT
FRoM 1 May,

THE TOTAL EFFECT OF THE EXTENSIONS OF THE VAT
COVERAGE WHICH | HAVE PROPOSED WILL BE TO INCREASE
" THE YIELD OF THE TAX BY £375 MILLION IN 1984-85 AND

BY £650 MILLION IN A FULL YEAR.

/THE TOTAL IMPACT




THE TOTAL IMPACT EFFECT ON THE RETAIL PRrICE
INDEX OF THE VAT CHANGES AND EXCISE DUTY CHANGES
TAKEN TOGETHER WILL BE LESS THAN THREE-QUARTERS OF
ONE PER CENT, THIS HAS ALREADY BEEN TAKEN INTO

ACCOUNT IN THE FORECAST WHICH | HAVE GIVEN TO THE
HOUSE OF A DECLINE IN INFLATION TO 4% PER CENT BY

THE END OF THE YEAR,

THE EXTRA REVENUE RAISED IN THIS WAY WILL
ENABLE ME, WITHIN THE OVERALL FRAMEWORK OF A NEUTRAL
BUDGET, TO LIGHTEN THE BURDEN OF INCOME TAX,

/SINCE WE TOOK OFFICE




PERSONAL TAXATION: INCOME TAX

SINCE WE TOOK OFFICE IN 1979, WE HAVE CUT THE
BASIC RATE OF INCOME TAX FROM 33 PER CENT TO 30 PER

CENT AND SHARPLY REDUCED THE CONFISCATORY HIGHER
RATES INHERITED FROM THE LAST LABOUR GOVERNMENT. WE
HAVE INCREASED THE MAIN TAX ALLOWANCES NOT SIMPLY IN
LINE WITH PRICES BUT BY AROUND & PER CENT IN REAL
TERMS, [T IS A GOOD RECORD., BUT IT IS NOT ENOUGH.
THE BURDEN OF INCOME TAX IS STILL TOO HEAVY,

DURING THE LIFETIME OF THIS PARLIAMENT, |
INTEND TO CARRY FORWARD THE PROGRESS WE HAVE ALREADY
MADE, FOR THE MOST PART, THIS WILL HAVE TO WAIT FOR
FUTURE BUDGETS, PARTICULARLY SINCE | HAVE THOUGHT IT
RIGHT THIS YEAR TO CONCENTRATE ON SETTING A NEW

REGIME OF BUSINESS TAXATION FOR THE LIFETIME OF A

PARLIAMENT - AND BEYOND., BUT AS A RESULT OF THE
CHANGES TO TAXES ON SPENDING WHICH | HAVE JusT
ANNOUNCED., | CAN TAKE A FURTHER STEP IN THIS BUDGET.

/1 PROPOSE TO
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| PROPOSE TO MAKE NO CHANGE THIS YEAR IN THE
RATES OF INCOME TAX. SO FAR AS THE ALLOWANCES AND

THRESHOLDS ARE CONCERNED, [ MUST CLEARLY INCREASE
THESE BY THE AMOUNTS SET OUT IN THE STATUTORY
INDEXATION FORMULA, BASED ON THE 5.3 PER CENT
INCREASE IN THE RETAIL Price INDEX TO DEceMBER. THE
QUESTION IS HOW MUCH MORE [ CAN DO, AND HOW TO
DIRECT IT,

[ HAVE DECIDED THAT., THIS YEAR, THE RIGHT

COURSE IS TO USE EVERY PENNY | HAVE IN HAND, WITHIN
THE FRAMEWORK OF A REVENUE NEUTRAL BUDGET, TO LIFT
THE LEVEL OF THE BASIC TAX THRESHOLDS., FOR THE
MARRIED AND SINGLE ALIKE. [T MAKES VERY LITTLE
SENSE TO BE COLLECTING INCOME TAX FROM PEOPLE WHO

ARE AT THE SAME TIME RECEIVING MEANS-TESTED
BENEFITS, MOREOVER LOW TAX THRESHOLDS WORSEN THE
POVERTY AND UNEMPLOYMENT TRAPS, SO THAT THERE IS
LITTLE IF ANY FINANCIAL INCENTIVE TO FIND A BETTER
JOB 'OR EVEN ANY JOB AT ALL. THERE 1S, ALAS, NO

/QUICK OR CHEAP
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QUICK OR CHEAP SOLUTION TO THESE PROBLEMS. BUT THAT

IS ALL THE MORE REASON TO MAKE A FURTHER MOVE
TOWARDS SOLVING THEM NOW,

| PROPOSE TO INCREASE THE OTHER THRESHOLDS IN
LINE WITH THE STATUTORY INDEXATION REQUIREMENT, BUT
BY NO MORE., THE FIRST HIGHER RATE OF 40 PER CENT
WILL APPLY WHEN TAXABLE INCOME REACHES £L15,400 A
YEAR AND THE TOP RATE OF 060 PER CENT TO TAXABLE
INCOME OVER £38,100, THE SINGLE AGE ALLOWANCE WILL
RISE FROM £2,360 T10 £2,490 AND THE MARRIED AGE
ALLOWANCE FROM £3,755 T0 £3,955,

FOR THE BASIC THRESHOLDS, STATUTORY INDEXATION
WOULD MEAN PUTTING THE SINGLE AND MARRIED ALLOWANCES
up By £100 AND £E150 RESPECTIVELY., | AM GLAD TO SAY
THAT | CAN DO CONSIDERABLY BETTER THAN THAT., I
PROPOSE TO INCREASE THE BASIC THRESHOLDS BY WELL
OVER DOUBLE WHAT IS REQUIRED BY INDEXATION, THE
SINGLE PERSON'S ALLOWANCE WILL BE INCREASED BY £220,

/FROM £1,785 TO




80

FROM E£E1,785 710 £2,005: AND THE MARRIED MAN'S
ALLOWANCE BY £360, FrRoMm £2,795 1o £3,]55,

THIS IS AN INCREASE OF AROUND 12% PER CENT, OR
SOME / PER CENT IN REAL TERMS, IT BRINGS THE
MARRIED MAN'S TAX ALLOWANCE FOR 1984-85 To [Ts
HIGHEST LEVEL IN REAL TERMS SINCE THE WAR. IT MEANS
THAT THE GREAT MAJORITY OF MARRIED COUPLES WILL
ENJOY AN INCOME TAX CUT OF AT LEAST £2 A WEEK., AND
[T MEANS THAT A LARGE NUMBER OF PEOPLE, THOSE WITH
THE SMALLEST INCOMES OF ALL, ARE TAKEN OUT OF INCOME
TAX ALTOGETHER, SoMe 850,000 PeoPLE - over 100,000
OF THEM WIDOWS - WHO WOULD HAVE PAID TAX IF
THRESHOLDS HAD NOT BEEN INCREASED, WILL PAY NO TAX
IN 1984-85,  THAT 1s 400,000 MORE TAKEN OUT OF TAX
THAN IF THE ALLOWANCES HAD MERELY BEEN INDEXED.,

ALL THESE CHANGES WILL TAKE EFFECT UNDER PAYE

ON THE FIRST PAY DAY AFTER 10 MAY. THEIR coST Is

CONSIDERABLE ! SOME £l.8 BILLION IN 1984-85, oF
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WHICH ROUGHLY HALF REPRESENTS THE COST OF
INDEXATION,

THIS 1S AS FAR AS [ CAN GO ON INCOME TAX THIS
YEAR, WITHIN A BROADLY REVENUE-NEUTRAL BUDGET FOR
1984-85, BuT SO LONG AS WE HOLD TO OUR PUBLISHED
PLANNED LEVELS OF PUBLIC SPENDING, THERE IS AN
EXCELLENT PROSPECT OF FURTHER CUTS IN INCOME TAX IN
NEXT YEAR'S BUDGET. THESE WOULD BE ON TOP OF THE
MEASURES | HAVE ANNOUNCED IN THIS BUDGET WHICH, AS I
HAVE ALREADY TOLD THE HOUSE, WILL REDUCE TAXATION IN
1985-86 BY WELL OVER El% BILLION, WITH BUSINESS
TAKING THE LION'S SHARE,

/1 HAVE, MR DEPUTY SPEAKER,




CONCLUSION

[ HAVE, MR DEPuUTY SPEAKER, COMPLETED THE COURSE
[ CHARTED AT THE OUTSET THIS AFTERNOON. [ HAVE
DESCRIBED THE RECOVERY, AND HOW THE GOVERNMENT PLANS
TO SUSTAIN IT, AND ASSIST THE CREATION OF NEW JOBS,
| HAVE REAFFIRMED OUR COMMITMENT TO FURTHER
REDUCTIONS IN INFLATION, BY MAINTAINING SOUND MONEY
AND BY CURBING GOVERNMENT BORROWING, [ HAVE
EMBARKED ON A RADICAL PROGRAMME OF TAX REFORM,
ABOLISHING  OUTRIGHT  TWO  MAJOR  TAXES - THE
INVESTMENT  INCOME SURCHARGE AND THE NATIONAL
[NSURANCE SURCHARGE.  AND | HAVE BEEN ABLE TO
PROPOSE MEASURES WHICH WILL SIGNIFICANTLY REDUCE
THE BURDEN OF TAXATION OVER THE NEXT TWO YEARS., |

COMMEND THIS BUDGET TOo THE HouskE,
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RESIDUAL SHAREHOLDINGS

The Prime Minister has seen the Chancellor's letter
of 8 March to the Secretary of State for Energy attached to
which was a revised passage on residual shareholdings. She
agrees that the statement should be in a lower key, i.e. in the
Budget Debate and not in the speech, and should be less specific,
i.e. not identifying any candidates for share sales in 1984-85.
She recognises that the second sentence in paragraph 2 is
intended to provide Parliamentary cover for the rest of the year,
avoiding the need for announcements on individual share sales,
other than on the day of issue. The aim is to give the Government
maximum flexibility to respond to market circumstances while
avoiding the kind of row seen over the BP.share sale last year.
She wonders whether, if it is to achieve “the latter, the statement
ought to be more explicit. It is possible that some MPs might
not realise the full implications of the statement, with the danger
that the very kind of row it is intended to avoid could be
created.

The Prime Minister also saw the Secretary of State for
Trade and Industry's letter to the Chancellor, responding to the
original proposals. She has commented that the conclusion to
E(A) was that the possibility of further sales of BAe shares
should be studied. While it is true, as a matter of fact, that
no share sale is currently scheduled, it is important that the
company does not interpret this as an undertaking by the Government.
If there is any danger that the company are under a misapprehension,
steps should be taken to put the situation right.

I am sending a copy of this letter to Michael Reidy
(Department of Energy), Callum McCarthy (Department of Trade and
Industry), John <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>