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The Department;, in conjuncticon with the Metropolitan and City of
London Folice Forces will be running an intensive campalign next
month against vehicle axcise duty evasion.

During the first fortnight of May the emphasis will be on
publicising the campaign in order to encourage voluntary
relicensing. From 15 May the police will be carrying out road
checks with a wview to catching motorists who have ignored the
warnings.

Thesa intensive campaigns form part of the Govermnment's strategy
for combatting VED evasion. During the past 8 years, 105 have
been held in different parts of the country, producing wvery
successful results. I am grateful to the Police in London for
thelr co-oparation.

I am gure that you will want to give the campaign your full
support. Here 1s an advance copy of the press raleasa.

I should be grateful if you would treat this information in
confidencea until the campaign is formally announced on Wednesday
3 May. A similar campaign is being launched on 4 May in Surrey
and Sussex. Please do not hesitate to contact me should you
require any further information.
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PRESS NOTIGE

A

y/ R E DEPARTMENT

OF TRANSPORT

PRESS NUTICE NO
AT 202

3 May 1989

DRIVE AGAINST MOTOR TAX DODGERS IN LONDON

ty0oU MIGHT FORGET YOUR TAK nisc, YOuU WON'T FORGET THE FIMNE'. This
is the clear message pater Bottomley, Minister for Roads and
rraffic gave to London motorists when he appeared today at a
roadside check operated by Police and tha Department's officials,
to announce anothar major drive agalnst motor tax dodgers in

Landon.

A concentrated publicity campalgn, gtarting today, will warn all
motorists to check that their wehicles are correctly licensed.
There will be large hoardings at roasdside poster sites throughout
London, bus shelter posters and messages On 'hus backs', as vall
az newspaper advertising - all carrying the messSage 'vOoU MIGHT
FORGET YOUR ThAXR pISC, YOU WoN'T FORGET THE FINE'.

An intensive crackdown on untaxed wvehicles will begin on Tuasday
1l HMay. The London Enforcement Office {LED) assisted by the
Metropolitan and City Police Forces will be carrying out roadside
ahecks Tto ansure yehiclas carry a current tax disc. Motorlists
who have failed o head the warnings and are caught committing an
offence will be prosecuted. Tha police will algo be on the look-
aut for other road safaty and motoring offences.

EHE DEFAKTMENT (F TR ANSMRT
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Commenting on the campaign, Mr Bottomley said:

"The Department i1is determined +to continue +to
crackdown on those motorists who evade thelr dues.
Law abiding motorists who pay their motor wehicle
tax should not have to tolerate those who do not.

"Fallure to have and display a tax disc is illegal
and could prove to be expensive. Offaenders will
face a panalty of up to five times the annual rate
of duty - for a private car, this could b& as much
as £500, and much higher for goods vehicles. In
addition the courts will be asked to award payment
of all the outstanding backduty.

"Over the vears, the major benefits that campaigns
bring hawve becomea increagingly widely recognised.
In addition to tha substantial revenue recovered,
on relicensing, applicants must produce current
insurance documaents and whara appraopriatea, a
cartificata of road worthiness (MOT). Tha checks
contribute to make tha rocads in Great Britain
gafer.

"I would like to thank the Matropolitan and City
Police Forces for joilning us in this, our ninth
campaign in London. I am sure that it will prove
to be as successful as last vyear's when many
evaders toock heed of the publicity and taxed their

vahlcles.

"We are giving fair warning of the campalgn. My

message to motor tax dodgers in London is clear:

"YOU MIGHT FORGET YOUR TAX DISC, YOU WON'T FORGET THE FINE."




NOTES TO EDITORS

s

It is estimated that nationally the loss of revenue from
evasion of wvehicle excise duty is around 4% - £106m a year
at current rates.

This is the ninth campaign to be held in conjunction with
the Metropolitan and City Police Forces in the London
area; campalgns have taken place annually since 19381.
Since 1980 a total of 105 campaligns have been held in
England, Scotland and Wales. A record programme of 23 is
planned for 1989.

Following the last London campaign in May 1988, almost
2,000 motorists were successfully prosecuted for not
having a current vehicle excizse licence.

Campalgns are a valuable addition to the normal day-to-day
anforceamant action by tha FPolice and the Department
against motor tax dodgers. They have proved extremaly
affectiva in encouraging peopla to relicensa their
vahiclaes as well as catching the determined evaders who
fail to heed the warnings. In addition they make a
significant contribution to road safety as about a third
of the reports arising from campaigns involve othar
nffences, such as no MOT or insurance, worn tyres or other
defects which are uncovered by the Police during the
roadside checks.

Press Engquiries: 0792 782318 Public Enguiries: 0792 72134

Out of Hours: Q1 276 5999
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You will be i1nterested to know that with the assistance aof the
Department, the Metropolitan and City of London Poliece are running
an intensive campaign next month -against wehicle excise duty
evaders.

buring the first fortnight of May the emphasis will be on
publicising the  campaign. Then the police and Department of
Transport officials will be carrying out extra road checks with a
view to prosecuting motorists whose vehicles are found to be
unlicensed.,

The Ccampalgn 15 part of the Government's drive against VED evasion.
During the past 6 years there have been 71 campaigns in different
parts of the country, all successful. I am grateful to the police
in London for mounting this one, which is the seventh in their
AFEa.

1 am sure you will want to give the campaign your full support. An
advance copy of the release is enclosed. l should be
grateful i1f you would treat this information as confidential until
the campaign 13 formally announced on 5 May.

Please do not hesitate to contact me should you reguire any further
information.

LUe ban slas cibee 6 Jm
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PETER BOTTOMLEY




Transport

Press Notice No:

5 May 1987

CRACKDOWN ON MOTOR TAX DODGERS IN LONDOMN

Peter Bottomley, Minister for Roads and Traffic today appeared
at a roadside check manned by Police and the Department's Officials,
to announce another major crackdown against motor tax dodgers in

London .,

Extensive publicity, starting today, will warn all motorists to
check that their wehicles are correctly licensed. Later in Cthe
month the Department of Transport and the police in London will
be stepping up their day-to-day action against tax dodgers,
Motorists who have failed to heed the warnings and are caught

committing an offence will be prosecuted.
Commenting on the campaign Mr Bottomley said:

“l.-am grateful to the police in London for conce again joining
the Department of Transport in this campaign which will be
their saventh, 1 am sure that this will prove to be as
effective as last year's when many evaders toock heed of the
publicity and taxed their wvehicles,

"Failure to have and digplay a tax disc is illegal and could
prove expensive, Offenders face a maximum penalty of five
times the annual rate of duty: for a private car this could
be as much as ES500 plus the back-duty owed. In addition motar
tax dodgers often have no insurance or MOT certificates or
are committing other serious road safety offences. The police

will take firm action against soch offenders,




*The Department 1is determined b0 continue to crack-down hard

on those motorists who evade paying their motor Ekax and my
message to motor tax dodgers in London i3 clear,

"DON'T RISK IT - TAX ITI"

NOTES TO EDITOHS

It iz estimated that nationally the loss of rcevenue from evasion
of VED 15 about four per cent (£100m at 1987 rates}).

This 1is the seventh campaign to be held in the London areaj
campaligns have taken place annbally since 1981, Hationally a total
of /1 campaigns have been held in England and Wales since 1980
resulting in over 35,000 prosecutions.

During the last London campalgn which took place in May 198& over
7,000 vehicles were reported for not having motor tax,

Campaligns are a valuable addition £Eo the normal day=-to-day enforce=
ment action by the police and the Department, and have proved
very effective is encouraging evaders to voluntarily license their
vehicles as well as cabching the debtermined tax dodgers. In
addition they make a significant contribution to road safety as
nearly a third of the cases arising from campaigns involve other
offences, such as no MOT, or insurance, bald tyres, defective
steering etc,; uncovered by the police during the roadside checksa,

A similar campaign is being launched today in conjunction with
the Lothian and Borders Police, the f£irst ko be held in Secokland.

Press Enguiries: 0792 782318 Public Enguiries: 0792 72134
Oout of Hours: 01 212 7071
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The Rt Hon Macgaret Thatcher MNP
House of Commons

London
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Jear My, Thatcher,

In the absence of Mr Spicer who is currently abroad on Departmental
business, I am writing to let vou know that next month the
Department, i1n conjunction with the Metropolitan and City of

London FPolice will be holding an intensive campaign against

vehicle sxcise duty evasion. This is the latest in a2 series

of such campaigns which are part of our increased enforcement
effort, and the fifth in successive years in the London area.

The Department 1s grateful to the police in London for their
censistent support of the campaign programme.

At the beginning of October our efforts will be concentrated on
publicising the campaign and during the second half of the month

the police;, with officers of the Department, will be carrying out
roadside checks to identify motorists whose wvehicles are unlicensed.
Those found to be committing an offence will be prosecuted.

8¢ far 46 campaigns have been held in different parts of the
country. They have been highly successful not only in bringing

to task evaders but in encouraging voluntary relicensing.

The Department is confident that this latest campaign in London
will be as successful as the four earlier ones and hopes that this
will encourage those small number of police forces who have not
yat participated in the Department's programme to do so.

U :
JJOUFE Gtr\G’J‘ﬂ\Jj i

Suoon I. Boolg_
MES SLSAN J RODEE
Private Secretary to Michael Spicer MP
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Press Notice No.

30 September 1985

CRACKDOWH CH MOTOR TAX DODGERS IN LOHDON!

& further campaign against mobtor tax dodgers will take place in
London during October. This is the [ifth sucgcessive year that
the Police Forces in London have joined with the Depacrtment of
Transport in an intensive drive against evaders.

The Police and Officers of the Department will be sStepping up

the drive against evasion and setkbing up roadside checks throughout
London. Tha Police will also be looking for vehicles with road
safety defects, Motorists found to be breaking the law will be

prosecuted,

Failure to have and display a tax disc 1is illegal and untaxed
vehicles are often found te be uninsured or unroadworthy. The
maximum penalty for using or keeping an untaxed vehicle on the
road is five times the annual rate of duty payvable; for a private
car the fine could bs £500 plus the backduty owed.

This is the fifth campaign to be held in conjunction with the
Police Forces in London. Campaigns have been held annually since
1981. &as a result of last year's campailgn nearly 900 cases have

been referred for prosecutlion.

NOTES TO EDITORS

A ktotal of 46 campaigns have been held in England and Wales since
they were introduced in 1980, resulking in a total of owver 17,000
Frosecutions,

Campaigns have also proved effective in encouraging people to voluntarily re-
licence their vehicles and have made an cnormous contribution to reducing VED evasion.

During Oetober there will also be campaigns aimed at tax evaders

in Greater Manchester, Cumbria and South Wales.

Press Enquiries:; 01 212 0431 Public Enquiries: 01 212 3434
ask for Public Enguiry Unit,
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SECRET

[
The Rt Hon Nigel Lawson MP
Chancellor of the Exchequer
HM Treasury
Treasury Chambers
Parliament Street
London SW1F 3AG
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VEHICLE EXCISE DUTY

/
i

g

I should like/to comment fufth&r on the exchanges on this subject
since I wroteé to you on 10 August, notably Nicholas Ridley's

letter of 12 September and Leon Brittan's of 19 ‘September.

2 The elffect of the changeover from VED on the demand for diesel
vehicles and on Austin Rover is very hard to assess accurately
without consulting outside Government. I cannot agree with
Nicholas that car buyers are unlikely to switech to diesel
vehicles some time before the changeover comes into effect:

there is nothing irrational in taking account of a large,
announced forthcoming change in fuel costs in deciding on a
purchase which will, in the normal course of events, be kept for
at least one or -two years. But on the evidence we have, I accept
that the danger to Austin Rover of a sharp switch to diesel use
would be much less in 1986 than in 1985.

i The valus of an accurate vehicle register to the police, as
set out in Leon's letter of 19 September, i= a formidable
obstacle to abolishing the annual registration check and the tax
diso. From my point of view the difficulties the loss ol DVLC
work would cause on the Counters side of the Post Office
reinforce the need to analyse thoroughly, as officials are now
doing, the pros and cons of going beyond VED abolition and
dispensing with the annual check also.

4 Copies of this letter go to the Prime Minister, Willie
Whitelaw, NHicholas Ridley, Peter Walker, Leon Brittan, Barney
Heyhoe and 3ir Robert Armstrong.

gl
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NORMAN TEBBIT
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DEFARTMENT OF TRANISPORT
2 MARSHAM STREET LONDON BWI1F JER

Gl-Z12 A454

The Rt Hon Wigel Lawson MFP

Chancellor of the Excheguer

EbfTrﬁaﬂury

Treasury Chambers

Farliament Street o,

LONDON SW1P 2AG 2" Septamber 1984

Eall:u- ﬁW%EﬁJL

VEHICLE EXCISE DUTY

I have only recently received & copy of Norman Tebbhit's
tatter of 10/August to you.

AS you know, I take a rather more sanguine wview than
Norman about the possibility of sbolishing VED, I recognise,
however, that there would be difficulties, amni Norman has
quite reasonably drawn attention te two which affect his
responsibllities, I should like to comment briefly on

ERem.

A8 the report of the official group makes clear, all
the options, In varying degrees, increase the incentive
to use diesel wvehicles. This i= to be expected, since the
price of fuel would rise, and diesel vehicles are more fuel
efficient than petrol wvehicles. The difficulty, as I
understand it, is that Austin Rowver will not, until late
1989, be in a position to compete effectively in this

expanding market, But we are not envieaging a measure




SECRET

which would take full effect before mid-1985 at the earliest:
and I am sceptical of the argument that people would
anticipate the change by purchasing diesel vehicles early,
since that would imply an irrational addition to their
motoring costs (especially as the British motorist anyway
geems much more reluctant teo make this change than his
continental counterpart). But even if there were a risk

of anticipation of this kind, I do not think it would argue
for more than deferment of the measure (as the report says)
for 12 months,

On the second point, the report suggests that,
providing the annual registration check were retained, the
FPost Office would lose only a smell amount of business
from the abolition of VED, However, the more radical idea
of abandening the annual registration check (at which,
following your suggestion, our officials are now looking)
might mean the Post Office ceasing annual checking
altogether, and this would represent =2 significant loss
of business, I suggest that, while officials are looking
at the implications for the accuracy of the vehicle record
and the means of checking MCUT and insurance requirements,
the possible effects on the Post Office might usefully be
taken on board.

1 do not think that we need to consider further papers
from Departments. The official group's report is an
exhaustive study and, when combined with the further work
being done on the register, provides an ample basis for =
decision. 1 have already recorded my agreement with your
view that this 18 a decision which would most suitably be

announced - if 1t went that way - in the Budget. I lmow




that as you weigh the balance of advantape over the next

few weaks, you will be considering very carafully how

best, and at what stages, to consult colleagues further;
but I do not myself believe that a meeting Jjust now would

take us further forward.

I am sanding coples of this letter, as previocusly,
to Norman Tebbit, Peter Walker, Leon Brittan, Barney Hayhoe
and Sir Robert Armetrong, and also to the Prime Minister
and the Lord President.

NICHOLAS RIDLEY
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10 Auguat 1984
SECRET

The Rt Hon Nigel Lawson MP
Chaneallor aof the Exchegquar
HM Treasury

Treasury Chamberas
Parliament Strest

LOMDON

SW1P 3Ad
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VEHICLE EXCISE DUTY

I have seen Nicholaa Ridley's letter of 25 July and your
reply of 3 August,

Fa The report by the official group, in which my officials
also participated, is a helpful first stage in identifying
and measuring the effecta and Implications of abolishing a
vehiecle axcise duty. It highlights the fact that this ia a
most complex and intractable problem, without easy
aglutions.

3 From my own Departmental point of view, VED aholition -
at lesast in the foreseeable future - seems to have important
disadvantages, particularly in that 1%t could diatort the
market by moving the balance of advantage in favour of
diesel cars. I am also concerned about the implications
for Poat Office counter work of the moat radical optlons
before ua. Howaver, from a less parrow viewpelnt, I can
well understand why Nicholas Ridley favours abolition, and
proposesa that this should be done on the lines of cption
(e). I have no doubt that the issues are so important as
to require collective conaideration, which I - unlike you -
would hope would result in a decision to go out to publice
consultation on this lasues. Rather than rehearsing the
Bany arguments now in a letter, I would suggest that wae




should meet esarly in the Autumn to decide how to take
patters forward, and that Departments like mine with anm
intarest in this issue should aubmit papers sometime early
next month.

4 I cannot agree with the implication in your letter Lhat
this matter should be treated as part of the normal Budget
aapaiderationa: I think the political implications extend
mueh more broadly than that.

5 I am therefore sending coplies of this letter Lo chhﬂliliﬁidltﬁs
Leon Brittan, Peter Walker, Barney Heyhoe and 3ir Robart

Armatrong, and also to the Prime Minister and the Lord

Preaident.

Vows E{hm-rﬂfjl

J wﬁ:\ 7?@%

?- HORMAN TEBBIT

{Approved by the Secretary of State and signed in his absence)
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PRIME MINISTER

The Snrntiny:l?jggﬁgyﬁf ?Eﬁ Epinrﬁﬁmﬂnt

In his minute at A, Normal Fowler reports on the scrutiny
of the Vehicle Excise Duty enlforcemsnt. At paragraph 11, he

proposes a number of administrative measures fto improve the
enforcement of VED which he estimates will secure £5.3 million

of extra revenue.

At parsgraphs 16-18., he reports 8ir Derek Havoner's view,
which is that YED is an inefficient tax: that 1t should be
abolished: and that it should bhe replaced by increased Tuel

taxation,

The Chancellor has commented in his minute at B. He points
ot that VED raises £1300 millicn of revenue & vear. To replace this
would reguire an additional 2Z8.5p of tax on & gallon of petrol.

e —
He considers that this would be politically unacceptable, and

that abolition of VED would therefore lead to a reduction in
etegd ravenue. He supports Norman Fowler's conclusion that we
ELuu!ﬁ press ahead with the administrative improvements suggested

by the scrutiny.

I think vou will wish to comment that, although Sir Derek
Ravner makes a persuasive case for the abolition of VED, wou

agres with the Chancellor's and Mr. Fowler's judgement that the

political difficulties are overriding. CJ“vrﬂnﬁ'? .:

oY o

A

# June 1981
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CONFIDENTIAL

FRTME MINIGTEE

THE BCRUTINY PROGRAMME: VED ENFORCEMENT

1. The purpose of this minute is to advise you of the outcome of
the gerutiny of Vehiecle Excise Duty (VED) enforcement which, with
your sgreement, I commissioned last year. You will recall that

vou asked Sir Derek Rayner to take a personal interest in the study,
and his comments sre set out below. I enclose a copy of the
Serutinesr's Report.

2, The gubjeet needed special attention. Theres was, and continues
to be, considerable public concern sbout evasion of VED. Tn
reaching our decision te retain VED we were conscious that we would
need to find ways of combating the evader more effectively, and T
wanted to ensure that the resources we put into our enforcement
effort were used effectively and efficiently.

3., FTirat, I have begun %o implement the changes we agreed to

improve the sdministration of VED. Introducing a six monthly licence,
tranaferring most relicensing work to more post offices and closing
28 of my local offices is enabling me to provide a more convenient
gervice for the public and to save over 1,000 civil service posts.
Second, we have concluded that we cennot go ahead with the proposal
+o change the basis of VED from tax on use to tax on possession,
which I had seen as a possible means of simplifying enforcement.

4, The Serutineer's report iz a valuable and comprehensive review
of the subject. It reinforces my feeling that some of our admini-
strative arrangements were very unsatisfactory, especially in
London, and my belief that a great deal more can be done to make

enforcenent more effective.

5. It is elear from the report that we cannot expect to eliminate
VED evasion completely. By definition we do not know exactly how
much avasion there is. With & re-organised and enhanced enforce-
ment effort we can reduce some of the obvious weaknesses in our

pregent arrangements but there is a limit to the resources which

can be davoted to tracking down evaders. The initlatives we are

toaking should have a significant deterrent effect, though again it
ig difficult to measure this. But the report makes the point that
without enforcement, evasion would be likely to increase dramati-
cally: I believe that the risk of detection and penalty must play

CONFRDENTIAL
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a part in maintaining payment by most taxpayers.

6. Against that background the report proposes that our objectives
should be:

(a) to ensure that the enforcement effort pays for itself in terms
of sums recovered from evaders;

(b) to bring as many offence reporis as PQEﬂihlg_iﬂ_ﬂnﬁuﬂiﬁﬂﬁzgl_ﬁ
:ﬂnclugignlﬁ

(c) to maintain public awareness of enforcement.

7. I propose to adopt these objectives. They are, in fact, in line with
action I have already been taking. 8o, too, are the very helpful
detailed recommendations for operational improvementa: some are already
being implemented; the others will be pursued urgently.

B. The first objective is already being met outside London. In 1979
my enforcement effort cost £4.7m and recovered £ » The balance of
advantage has been improved in 1980. But in London the absurd
situation exists where costs have up to now considerably exceeded the
amount recovered. The Department is urgently recrganising its London
administration on the lines suggested in the report. This year it will
more than cover its costs. The Department is also adopting other
recommendations for improvement outside London, Overall it is
confidently expected that the reorganised enforcement effort will
bring in revenue greatly in excess of Departmental cests (the aim will
be 2:1). I shall, however, keep this under close review, since I am
concerned to ensure that the manpower allocated to enforcement is fully

Justified,

9. The second objective requires, as the report suggests, a selective
approach. If we fail to follow up reports of offences, as we have
failed in London in the past, the evader will believe he can get away
with it. But we must ensure that resources are not wasted by
devoting them to cases where the chances of success are small. These
arise mainly where the vehicle register is not up to date, and the

CONFIDENTIAL
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report containg useful recommendations for improvements which I
shall be pursuing.

10. The third objective is important as a means of maximisging

the deterrent effect of enforcement. JFollowing up more offence
reports will nelp; so, too, would higher penalties - the average
fine impesed by magistrates is currently £21, against a maximm

of £300 for cars and much more lor heavy gZoods vehicles. Bubt we
also need more dramatic action. That is why T have hegun a series
of specisl enforcement campaigns in co-operation with local police
forcesg. Four already completed have produced encouraging results,
not only in increaged relicensing, and in deterring and catching
VED evaders, but al=o in detecting other cffences and in attracting
extengive publicity. Another is just being completed and twe

more sgtart next month, Further campaigns in other areas are being
planned. I am glad to note the report's endorsement of this
initiative, which T would like to take muck further.

11. In brief, I propose:

(a) to reorganise the Department's own enforcement effort on

the lines recommended to meet the ob Jectives proposed;
(b) to take steps to improve ocur registration system:

(¢) to continue with the special local enforcement campsigns
in co-operation with the police, and to pursue with the Home
becretary and the Becretary of Btate for Scotland how we

might ancourage more police faorces to co-opérate similarly:

(d) to discuse with them how we might encourage mazistrates

to take licenainpg offences more seriously;

te) to consider the feasibility of making the licence disc
more conspicuous as an aid to detection.

—

12. The report suggests that these chanpes will secure extra revenus

or saving by:
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possible transfer of work from IVLC te LViOs
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rolling programme of enforcement campaigns
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These figpures do not reflset police and court costs which we are
unable to assess. They exclude the extra revenue which is expacted
to arise as my attack on evasion discourages people from trying to
evade and encoursges voluntary relicensing. 1 propose to meagure
more accurately the effectivensas of each change before I make 1it,
and to ensure that each is fully justified.

1%. I have appointed a single mansger to push through the changes

I propose and to be responsible for monitoring their effectivenssa.

14. T will be referring to these various messures to combat
evasion from time teo time as appropriate opportunities arise. I

do not, however, propose to publish the scrutiny report: I Dbelieve
it would be unwise to reveal how to evade successfully, and T
believe that the detaila of the number of reperts which in the past
have not been pursued might discourage the police, on whom we rely

heavily.

15. B5ir Derek Rayner congiders that the study supports the view
that VED should be abolished and the revenus raised by inecreasing

fuepl taxation. He has commented ms follows.

S8ir Derek Rayner's views

16. 8ir Derek Rayner is conscious that he has the privilege of
being an adviser; that he does pnot carry the burden of political
regponsibility; and that his views, as an adviser on elficiency
and waste, mist be set alongside others in coming to a decision.

17. However, he beliewves that - on efficiency grounds - VED enforce-
ment ig not justifiable and that the most efficient and effective
way of raising revenue would be to sbandon tex on use and instead tax

i




the things which everyone who want to drive his wehicle must have
to make it usable, notably fuel and lubricants. His reascns are

theoe:

(a) The ecurrent tax on use isg inefficient to the extent of
some 10%. (VED brings in sbout £1400sp.a; the sstimated
level of evasion is £110m p.a.);

(b) VED is wvery difficult to enforce so long as it remains
a tax oo nuge. The Government's proposals for a tax on
pogsession have won no favour, however. 5o we are leff with

a chronically inefficient tax instrument.

() The current enforcement effort invelves not only some
700 of the Department’'s staff but alse the police and the
courts. 1t is at present profitable {:E:ﬂside-;:ul_g‘ﬁ;_—
'1EE;EE;Eht*s costs alone (para B above). It is unprofitable
if police and court costs - unguantified by the repert - are

taken 1nto acocunt.

(d) The propogsle in para 11 above are welcome as improve-

ments to the existing arrangements but = considering the
scale of evasion - are little more than palliatives. If
they are wholly successful they will recover some £11.7m

of lost revenue but will leave msome E£100m outstanding. The
cost of recovery to the Department will be £5.6m, while the
cost to the police and courts is unknown.

18. Bir Derek Rayner therefore believes that - congiderinsz the
iggue from the efficiency standpoint only - the correct course
wonld bBe to get a date for the abolition of VED.

19. However, given our decision in HNovember 1979 not to abolish
VED, T do not believe that at this stare we can set a date for
abolition, particularly given the views of our supporters on the
lasgt EQE_intreaﬂa in the tax on petrpl. We must press on with
doing all we can to make enforcement of the existing tax more
effective. NRone of the changes 1 am putting into effect will, of
gourse, prejudice our position should we decide at some future

date that we should turn again to the guestion of the future of

VED. {:f'"‘ ,
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CONHDENTIAL

20, T am copying this minute to Willie Whitelaw, Geoffrey Howe,

Sir D k Rayner and Sir Robert Armstrong.
Sir Derek Rayner an Z
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MANAGEMENT IM CONFEIDENCE

SCRUTINY OF VEHICLE EXCISE DUTY ENFORCEMENT CARRIED OUT IN CORSULTATION WITH
S5IR DERER RAYNER

FLsAL DRAFT HLP0RT

I3 IMTRODUCTION

Background

.1 In Noveaber 1979, the Hinister of Transport ended geveral years of uncertainty
about the Future of vehicle excise duty (VED) and hence ahout the value of enforcement

b:,r afaounciny Ehat che Governzeak iakended 6 Petain the tax and to step up enforcement .

The Department of Transport (DTp) took advantage of the opportunity offered by

the Scepstiny Programme to faltiate the pressnt study.

Terms of referance

L These wera:
"To consider a. whether the resocurces currently devoted to cnforcement
ars used as effectively as possible, and b. what would be the best way

of wefllisfine any additional enforcement Poesources’ .

AppEoach

| B The study wag carried owut by a Principal im DTp, with the part-cime. assistance
af an Cxecutive Officer in Enfaorcement (Vehicles) Dranch of the Deiver and Vehisls
Licensing Directorate [DVLD) at Swansea. The study began on 14 January 1980.

The study officer relied heavily on discussions in the field, supplemsnted by
gxteansive written materials. He interviewad staff at all levels withim DVLED; aE

H} in London, at DVLC Swansea, at the London Enforcement O0ffice [LEO), and at

4 of the 51 Local Vehicle Licensing ODffices [LVLD) engapged in enforcement. He

abserved the clerical enforcement staffl at work, accompanied an Ingquiry Officer

{I0) on wvisits in London, and attended Hagistratus' Courts ln Dunstable and London.

.4 The study concentrated on DTp, but also took account of the role of the
Police and Magistrates. The study officer maincained regular contact with the
Home BEfice; attended & meecing of the Associacion of Chief Police Officers'
Traffic Commitccee; and visiced Noccinghamshire County Conscabulary to discoss

the intensive enforcement campalzn which chey helped DTp to mount in February.

L5 ETp sbhares problems of enforcement with other public authoricies. The
scudy officer cherefore visited che Hational TV Licensing Record Office at Bristol
and discussed com=mon problems with cthe Inland Revenwe and Cuscoms and Excise,

and wich the Electriclty Council.




L .6 VED evasion also concerns the honest taxpavers. The study officer therefore
met representatives of motoristd' orzanisacions, the motor crade and foad hHauliers
at DTp's Vehicle Licensing Liaison Group. A full list of participants in discussions

i at Annex A.

| 358 The study began with fact=finding interviews, followed by an interim
raport swmmariging these findiogs and discussing possible proposals. This report
wae used as a basis for cross=checking interviews before drawing up the preseat

FTepart.

Consultation ‘with Ministers, the Permanent Secretary snd Sir Derek Rayner

I .8 The Minister of Transport asked the Parlismentary Secretary, Mr Kenneth Clarke,
Lo supeprvise this study; and the Prime Minister ashed S5ir Derek Hayner, the Government's
advisor on efficiency and waste in central povernmment, to take a particular dinterest.
The study plan at Anpex B was drawe up in conguleaction with senior officials,

and agreed by the Minister and Parliamentary Secretary, by the Permanent Secratary

and by Bir Derek Bayner. The Minister and Parliamentary Secretary requested that

Ehe study should take account of the implications for enforcement of changiog

VED £o a tax on possession rather than use of a wehicle. The Parllamentary Secretary

and the Permanent Secretary commented on the interis report, and Sic Derek Ravmer

discussed this report during a visit to LED Offences Section at Sidcup in April.

Consultation with Staff Side

l .9 The study officer met DTp Staff Side and Staff Side at DVLC Swansea during
the ipmitial fact-finding pericd, and before the Einal report was written. LED
Staff Side were consulted @t the [irst stage but declined an offer of a second
mesting. Central and local 3taff Sides would Favour any increase in enforcement,
but thay could not commit themselves on procedural and organisational change

in adwvance of consultation with Dfficial Side about the final report. Thevy were

anxious to be consulted during the preparation of the action document.

Coscs

L.10 The study cost E1D,415, broken down as follows:

£
Study DEficer gsalary plus overheads Eor 20 days 8,736
cravel and subsistence 517

9,253

Executive 0fficer salacy plus overheads for 28 days
travel and subsiscence

It 1% not possible to estimate the cost of the time of officials who were Infervicwed

during this study.
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i SUEMARY : CORCLUSIONS AND RECOMMENDATIONS: TIEETARLE FOR IMPLEMERTATICN

The problem of VED evasion

2.1 VED evasion camnot be measured procisely, but estimates suggest that

about £1102 could be lest in I9B0/81. The main purpese of enforcement is to encourage
voluntary payment by the deterrent example of the detection and punishmont of
evaders. However, in the absence of any means of seasuring the deterrent effect

of enforcement, the operational objectives should be to ensure that the enforceseont
effort pays for itself in terms of sumg recovered from evaders, to briog as many
offence reports as poesible to & successful comclusion, and to maintain public

awareness of enforcementc. (Section 3)

Making paysent easier

Zad The fortheoming inwrenizs In the mimimem licensing period Ffrom & o 6
months will reduce opportunities for evasion; the introduction of E5 stamps will
enabla motorists to spread the cost of a licence; and the tramsfer of
most renewals work to post offices will make it easier to pay VED in persom.
These measures should reduce marginal evasion to some extent, but they will not

impude the determined evader. {(Paragraphs 4.2 — 4.3)

Existing enforcement arrange=ents

2:3 Action apainst a possible evader can be contemplated only on the bhasis

of a report of unlicensed use of a vehicle. In 1979, DTp received owver 900,000

| :
reports, mainly from the Police (including Traffic Wardens). About /3 of these

reports name the offender, and are relatively easy to conclude successfully;

the remainder provide cnly the registration mark of the unlicensed vehicle and

the date of the offence, and ic is often difficult Eo trace the keeper. The pursuit
of an alleged evader involves checking the record to ascertain whether an actiond ble
offence hag been committed; offering a mitigated penalty where less than & monchs
back duty was owed at the time of the offence; tracing the keeper of wehicles

cited in unnamed reports, and obtaining payment of a mitigated penalty or a statement
fFor use in legal proceedings; laying informaticon against an offendar and delivering

a spummong; and prosecution. (Paragraphs 5.1 - 5.3}

2.4 Dperational responsibility for enforcement is divided between Swansea

and specialist staff in 51 out of 76 Local Vehicle Licensing Offices (LVLD) outside
London; within London, enforcement is the responsibility of the London Enforcement
O0ffice (LED). Offenders are prosecuted in Magistrates' Courts (Sheriffs' Courts

in Secotland): the maximum penalty is E50 or 5 times the duty chargeable, but

finea vary conglderably. The Police also offer invaluable assistance in tracing

and progacuting offenders in many areas (except London). (Paragraphs 5.4 - 5.17)




Strengthening enforcement

A mote selective approach to unnamed reports

Z:5 Of fence reports arising outside London go to Swansea to check the record
and assemble case papers for the LVLOs to pursue offenders. Swansea have already
acquired 25 additieonal staff, giving them the capacity to process all offence
reports. A& further 125 staff are planned for the LVLOs in order to enable sach
ocffice to deal with the majority of actionsble reports arising within its araa.
The additional staff will cest ahout ES00,000 & wear. They should be able to
recover at least ©2m from evaders. Most of the additional work will involve unnamed
reportss In order to ensure that the additional staff pay for themselves in terms
of sums recovered from evaders, both Swansea and the LVLOs should develop ways

of sifting unnamed reports so that the most straightforward and productive receive

priority. (Paragraphs 7.l = 7.4)

Beorganising enforcemant

= A more unified approach

2= The division of responsibility for enforcement hetween Swanses end the
LVLOs, and within LEQ between 2 ocffices, risks duplication of work and misallocacionm
of resources. Ideally, there shouwld he a single meEnager responsible for enforcement
throughout the country, and enforcement within a particular area should be carried
out from one offices In the meantime, existing duplication could be reduced by

limiting Swansea's checks on returned cases. (Paragraphs 7.5 = 7.6)

- Swansea and the LVLOs

e Outside London, the second objective could be realized omly by decentralising
all enforcement work to the LVLOs, by running down enforcecent staff at Swanges

and augmenting staff locally. It would be wrong to disturb existing arrsngements
unlese decentraligation offered a clear prospect of substantially loproved performance.
DTp should therafore select 2 or 1 LVLOs to participate in & pilet scheme to

run long encugh to establish clesarly whether this "localist”™ approach should

be extended. (Paragraphs 7.8 = 7«11}

= LEO

2.8 LED comprises about 140 clerical staff in Offences Sectiom at Sidcup

who check the record and assemble case papers as at Swansea, and carry out mitigsted
penalty work as in the LVLOs; 75 Inquiry Offices (I0) working from home and responsible
for tracing unnamed offencers; and 13 Authorised Officers {(responsible for prosecutimg
offenders) and about 30 supporting clerical scaff in Prosecutions Sectiom at

Hanover Sctreet in the West End. There seems to be no prospect of housing Dffences

and Prosecutions Section together. {Paragraphs 5.11, 7.12)




Q.H Offences Section are wnable te cope with the wolume of work whila the

108 and the clerical staff in Prosecutionz Sectionm are underemployed. The present
10 complement should be reduced to around 40, saving around E300,000 a year;

and the clerical staff at Hanover Screat should be reduced by about 10, saving
about E100,000 a year. Staff at Sidcup should be increased by similar amounts.
{Paragraphe 7.13)

2.10 Dffences Section should be reorpanised. At present, a small Coordinating
Croup check the record and pass cases to the remainder of the staff crganised

in Dffences Groups. The Coordinating Croup should be enlarged to assume additiomal
regponsibility for dealing with nominal offenders by warning letter, and Eor
obtaining miceofilm coples of necessary documents before passing cases to the
Dffencea Croups. They should give absclute pricrity to cases imvolving named
teparts, and should develop ways of identifying weramed reports worthy of pursuit.
(Paragraph 7.14)

2.11 At present, each Offences Croup consists of 5 or B COs, each assistced
by a Ch. Each group of COs should in future require emnly 1 or 1 CAs. The superfluous

Chs should be transferred to the enlarged Cocrdinatimg Croup. (Pardagraph 7.15)

2132 In future inicial inquiries about unnamed offenders should be carried

out by correspondence rather than by I0s. (Paragraph 7.16)

213 These changes will ceoat mothing, but they should ensble LEQ to recover

an extra E3m a year from evaders. (Paragraph 7.17)

Increasing mitigated penaliy payments

214 It is cheaper to conclude a case with pavment of a mitigated penalcy
than to prosecute an ocffenders DTp should comsider the possibility of a pilot
scheme involving discocunts for prompt pavyment, and should warn offenders that
refusal to pay a mitigated penalcy will be drawn to Magiscrates' attention, in
the event of conviction, before sentencing. (Paragraph 7.18 - 7.1%)

Intensive enforcement campalgns

2+15 PTp should give wide publicity to the success of the recent campalgn

fn Nottloghamshice and of any subsequent cempaligns in order to obtaln the cooperation
of other Forces. They should be prepared to offer every assistance to the Police

in these campaigns. They should also emphasise the demonstrable liank betweeen

YEL evasicn and cther cffences, and should encourage the Home Office to do likewise,

In order to sustain and extend Police cooperation In routine enforcement. (Paragraphs

T'||2"5I o ?I‘Eﬁ}




2.14 OTp shoule eonsider dual notification and dealer cards as means of improving

Improving the vehicle record

the accurdey of the vehicle record and hence making it easier to trace the keepers

of vehicles cited in unnamed reports. (Section &)

Changing vehicle licensing and registration ALCENEEmMENLs

217 Changing YED from & tax on use fo & tax on possession of a vehicle ocffers
che best prospect of reducing evasion substantially, but the full henefits could
not be realised without changes in vehicle registration arrangements aimed at
improving the accuracy of the reccrd. {(Section 9)

Timecable for implementation

Z.148 The recommended changes in enforcenent organisation and procedures, including
the pilot scheme for a Fully localised appreach teo enforcement, should be implemented
asg socon as possible. The pilor scheme should be carefully monitored, and a declsion
to decentralize enforcement should be made only if the results confirm the prospect

of substantial improvements in performance.

2.19 Tne recomsmended changes in registration arrangements will need Further
copgiderafion and will dnvelve conswltation with the motor trade, but they showuld

be implemented before the freeze on procedural changes at the end of [982.

Action

2.20 The foregolng paragraphs have begn so drafted as to provide s basis for

an action document. A single manager should if possible be responsible for implementing

gpreed chanpes.




3: THE PROBLEM OF VED EVASION

Measuring evasion

. 5 | There is no precise figure for VED evasion. It cannot be measured sieply
by counting unlicensed wehicles from the records, because it is not ‘an ocffence
to have an unlicensed wehicle: only to use or keep it on the road. It cannct

be measured by counting the number of reports of apparently unlicensed vehicles,
because the proportion of evasion which remains wndetected is unknown. Locking
at wehicles on the street is of limited value, partly because licences are cften
simply not displaved {(though this 1s an offence in itself), but more importamtly
because unlicensed vehicles are probably lesa likelw to be parked on the road
than licensed ones. Studying the vehicle fecord and making allowances for leglitimstely
unlicensed vehicles has the difficulty that these allowances are not easy to
establishs The results of any sucvey are, therefore, subject to o wide fange

of error.

3.2 In 1978 DTp carcied out a detailed study of evasion. This I[nvolved an
on—street survey of some 130,000 parked cars in a8 range eof arcas throughout Great
Britain, and a desk study designed to establish the proportion of cars which

were legitimately unlicensed, because they were either in dealers' hands, exported,
or scrapped. The parked car survey showed that at least 21% of cars werw beling

used without a licence. The desk study supgested that this figure could be as

high as 7=9%. Since the revenue from VED on cars is expected to be £900a in 1980/81,

some EH0-BOm may be lost through evasion.

3:3 The level of evasion appears to be higher in Scotland and Wales than

in England, and higher in the north west than elsevhere in England; but about

8 guarter of unlicensed cars are in the south east, including London. There are
no detalls of the age and soclo-economic background of evaders. The impression

of thope engaged in enforcement iz that evaders are of all ages and from all
walks of life. The main cause of evasion Is the stralght-forward desire to reduce

the cost of motoring by dishonest means.

3.4 The street survey excluded goods wehicles and motoreyeles, and the proportions
af these wehicles that are legitimetely unlicensed are unlikely to be the sace

as the proportion of legitimately unlicensed cars. However, rough estinates suggest
that levels of evasion for goods wehicles and motorcycles are li=13% and 10=-123%
regpectively. In the case of moborcycles the sum likely to be logt through evasion
will be a8 relatively trivial El-Im: but about t350m will be raized chrough VED

on goods vehicles im 19B0/B1, which means that a further £35-45m could be lost,

bringing the total less through VED evasion to arcund £110m.




Reducing evasion: structurs of the ceport

3.5 Ideally, VED should ba o designed as to minimize the scope for evasion
and the need for elaborete counter-measures. But thiszs would requice major changoes.
The present study had to begin with the tax as 1t ls now, although ic concludas

with a consideration of g2lternatives.

3 b VED rtelies initially on voluntary pavment. Evaslon therwfore might be
reduced simply by making payment easier. Heéction J considers axisting arrangements

and planned changes.

3ud Enforcement depends on reports of sightings of unlicensed wehicles and

is intended to encourage woluntary pavment through the detertent example of the
detecCion and punishment of evaders. Because svasion icself cannot be owasured,

it is mot possible to measyre the deterrent effect. However, common sensd SUpgests
chat without enforcement, the long term logs of revenue would be close to 00T

and that there will be an inverse relationship between evasion and publie perception
af the chance of punishment. In the absence of eny oore precise means of balaneing
cogke against Peductions in evasion, the objectives of enforcement should he

to pay for ftself in terms of sums recovered from eveders, to ensure that as

many actionable reports s possible are brought to a successful conclusion, and

to keep enforcement before the public eye. Section & describes existing enforcement
arrangements; Section 5 provides a8 eritical amalysis; and Sectian & makea propesals

for strengthening chese arrangesents.

Ja8 Vehicle licensing is linked with registracion, and the effectiveness
of any system of enforcement depends onm che aceuracy of the reecord of vehicles
and their keepars. Section 6 therefore considers ways in which enforcement could

be made easier by improving vehiele registration arrangements.

3.5 The pregsent study has been wnable to discover any panacea for evasion
within the present wehicle licensing and registration system. Section 7 considers
whether radieal changes in wehicle licensing and registration might offer such

d panaced.




LI MAKIMG PAYMEMT EASIER

Existing payment arfangementcs

.l At present, licences may be bought for & or l2 months. A new wehicle

will be licensed by che dealer at the same time as he registers it. The purchaser

of a used vehicle can obrajin a licence by completing an applieation form and

taking or gending this for= to an LVLD with the duty payabls, the registration
document, a valid certificate of insurance and an MOT test certificate if necegsary.
About 2 weeks before a licence expires, DVLC send a combined reminder/renewal
applicacion form to the registered keeper's address. The keeper may use this

form to renew his licence within 14 days on either side of the expiry of the

previous l[ﬂﬂﬁﬂe hy tukinﬁ ir with Ehe du:? pajuhl:. a valid cercificare of insurance

and an MOT test certificate if necessary to an LVLO or Postc Office, or by puscing
it with those enclosures to an LVLD. Dutside that peried, a licence may be runcwed
only at an LVLD. Keepers renewving their licences after a gap or who do not ruceive
the reminder form must apply to an LVLO with an alternative, more complicated

applicacion Eorm.

Six=monthly licences and savines stamps

4.2 Some evaders claim that they simply forgeot to buy a licence: okhers claim
that they could not afford the luop sum payment at the time that their provious
licences expired. On Budget Day, the Minister announced changes in VED which

would reduce the opportunities to "forget” to pay the tax, and would enable motorists
to spread the burden of payment. From | October, cthe minimum licencing pericd

will be extended from & to b months; and from Ll Avgust, mocorists will be able

to buy L5 savings stamps for VED at Post Offices.

Transfer of licensing transactions work to the Post Office

4.3 Host motorists prefer to renew chelr licences in person rather than by
post, and find It more convenlent to pay at one of che 2,000 Post Offices bandliog
renewals rather than at one of only 81 LVLOs: in 1979, there were 16.5o renewals
at Post Offices compared to 5.5m at LVLOs {over the counter and by post). DTp
plans tu transfer virtually all relicensing work to che Post Office over the

next 2 years and to close about 30 LVLOs. However, the immediate increase in

the mumber of Post Offices handling renmewals by a furcher 1,000 to 3,000 will

make it easier to pay VED over the counter.

Second reminders

4.4 NTVLRD and cthe public utilities find it worthwhile to send second reminders,

and in 1978, DIp carried out a limited experiment with second renminders, asking
keepers either to renew their licence or to state why chey had ceased to use

the vehicle. However, unlike NTVLRO or the public utilities, DTp could not threaten




to- fail to buy a new licence. The terms of the reminder were mild, and cthe response

further action if no reply was fortheoming simply because it is not an offence

rate was insuificient to justify the cost of the exercise. However, it mighe
be worth considering the fssue of second reminders in a sceloected area in advance
of intensive enforcement campaligns, where it would be possible to threatem follow-up

action against evaders.

Conclusion

4.5 There is no way of knowing how many motorists evade VED simply because

of forgetfulmness, temporary financial difficulties or reluctance to use the post -
probably only a minority of these who make these excuses when they are reported.
Hor i1s there any way of determining the effect of changes in payment arrangesents,

but they will certainly not stop the determined evader.




- EXISTING ENFORCEMENT ARRANGEMENTS

Enforcemeant action

5.l Action against a VED evadar can be contemplated only on the basis of

a report of apparent unlicensed uwse. OTp ceceived just over 300,000 reporcs In
1973; 90X from the Police (including Traffic Wardens), the remainder from local
authority consumet protection departments, DTp traffic area cffices and members
of the public.

Dffeace CeporCs
5.2 These fall into 2 main categories:

a. named reports, vhere the driver of the vehicle at the cime of
thie alleged offence is identified by name, may have made a stateoment
under ¢cautfon, and is aware that the matter has been reported. This
category [ncludes "conjoint” reports, where the dpparent oxeise
offence is detacted along with other offences over which tEhe Polica

intend Eo Eake lagal proceedings;

b« unmamed rzports, where the vehicle was wnattended or not stopped
when tha alleged affence was detected and no details of the driver

are gilven.

Hamed peports account Eor about 40X of the total outside London; about 25% of

the total within London.

Procedure

5.3 The pursult of an alleged VED evader involves:

a. chacking the wvehielas record to ascertaln whether an actionable

offance has been cosmitted:
b. offering a mitigated penalcty;

e. making fngquiries to establish responsibility for an offence and

obtain a statement (unnamed reports);
d« laying Informacion and delivery of a summons;
&. prosscutisn.

Every case may not Involve all these stages: some end with payment of & mitigated
penalty; otheérs go straight to inguiries or prosecution. The maximum penalty
for evasion Ls E50 or 5 times the duty chargeable. OTp may deal with an offender

either by prosecution or by offering a mitigated penalty. Micigated penalties




are determined according to a sliding scale of E£10 plus 1} times back duty. Prosecutions

take place in Magistrates' Courts {(Sheriffs' Courts in Scotland). Fines vary

consgiderably; the average in 1979 was £21.

Drganisacion

5.0 DTp is responsible for enforcing payvoent of YED. Io Londan, operi&ciconal
responsibility lies with LEQ; i the rest of Great Beirain it s divided between
a specialist enforcement hraoch at Swanses and enfercement staflf io 3] out of

76 LVLOs; and in Northern Ireland, it is carried out by the Department of the

Environoent (NI} on an agency basis.

Staff

w The 1979/80 staff complement was justc under 700, at a cost (salarv/wage,

plus sccommodation and common services) of E&.74m, broken down as follows:
Table |
Complement Cosca (EQOOs)

Swange: 143
LYLDs 268

Swangeas/LVLDs
L

TOTAL 1. 1] 4,739

B4Z of these staff were in clerical grades; che remainder in executive grades.

Swatisea and the LVLOs

3.h Dffence reports from cutslde London go to the specialist enforcement
branch at DVLC Swansea. They check the record, and where an offence has been
comnitted pass the report plus a printout of the licensing and keeper history

of the vehicle and microfilm copiles of relevant documents to the LVLO within
whose area the offence was committed. A marker is placed on the computer record
to ensure that the enforcement stdff are informed of any subseguent Cransactions

{eg a further offence report, relicensing ar & change of vehicle keeper).

Jaf AL present; the LVLOs' maln responsibility is the issue of licenses:

only 51 sut of 76 non-London LVLOs earrcy out enforcement work, and the staff
engaged In enforcement comprize a small minority = wvsually about 205 of the total.
all LVLOs eéngaged in enforcement are responsible for offering mitigated penalries
and for making inicial inquiries by correspondence. Beyvond that point, the role

af the enforcement scaff depends on whether the Police are prepared to help in

making inguiry visits and prosecuting offenders.




3.8 Naoed ocffenders owing less than b months back duty at the time of the
offence will be offered an opportunity to pay a mitigated penalty in lieu of

legal proceedings. If no payment is forthcoming, then the papers will either

be passed to the Police to prosecute; or the offender will be prosecuted by am

LVLD Authorised Officer (am E0 "authorised” to prosecute on behalf of the Minister).
(In Scotland, prosecutions are carried by Procurators Fiscal). Where more than

- months back duty 1s owed legal proceedings will be taken at once.

2.9 In the case of an unnamed report, the mitigaced penalty letter will be

sent to the regiscered keeper with a lecter requiring him to confirm chat he

was responsible for the wehicle at the time of the offence or to supply details

of the user of the vehicle at that time. If this correspondence elicits no response;
then the case will be passed either to the Police or to an LVLO Inguicy OFficer

Eo trace the offender and secure payment of the mitigated penality or an admission
of responsibility for the oxcise offence. The case then goss forward bto prusecution

if necessary. Where over & months duty is owed, then inquiries begin at once.

3.10 After payvment of a mitigated penalty, or legal proceedings, the papers
are returned fo Swansea to check and close the case, to record the cutcome and

to remove the offence marker.

LED
ki Eof B LED comprises:

g. Offences Sectlon, 140 clerical staff based at 5ideup and responsible
for checking the record, assescbling case papers and offering micigated

penalties;

bs Inguiries Section, 75 1085 based formally at LED HJ at Hanover

Street in the West End, but in practice workimg from home;

c. Prosecutions Section, 13 ADs with clerical support at Hanover

Streac.

.12 Dffence reports go Lo Sidcups A small Coordimating Group sends the TepoIls

Lo the computer centre at Swansea to check whether an offence has been committed

and place a marker on the record. Printouts and the returned offence reports

are passed by thia group o che clarical teams in che Offences Groups which comprise
the remainder of Offences Section and are responsible for all stages in che subsequent

pursuit of an ocffender; apart from inquiries and prosecution.

3.13 If a named offender refuses a mitigated pemalty offer, the case papers

will be passed to Hanover Street for prosecution. IF an wnnamed offender refuses




@,

this offer, the case will Ffirst be passed to an I0 to obtain payment of the mitigateuﬁ

oF 4 statement for use in prosecution. Other ceases are referred i{moediately for
inquiries or prosecution. Sideup 18 responsible for eclosling cases and removiag

markers.

The role of the Poalice

3.14 DTp relies on the coroperation of the Police in enforcing VED. The Police
provide the msjority of offence reports, and {n many parts of England and Wales
(excluding London) and throughout Scotland they assist in tracing and prosecuting
offenders. This voluntary assistance is invaluvable: without it DTp's task would

be immeasurably harder.

5.15 However, the relationship between DTp and the Police is not one=sided.

Many criminal offences involve wehicles, and the Police rely on the accuracy

of the vehicle record for tracing keepers: action against evaders helps to maintain
this accuracy. Although evagicn s 4 tax offence like any other form of evasion,

and hence perhaps notf strictly within the FPolice purlieu, it is frequestly assoclaced
with Eraffic offences which are a Police responsibility, and where thev already

agsise DTp.

s 8 In genecal, the Police recognise that ctkeir role in enforcing VED cannot
be divorced [rom their responsibility for enforcing traffic law, nor from their
wider responsibility for meintaining law and order. Each Chief Constable is responsible
for deploying Police rescurces in the light of local pricrities, and the degree
of emphasis given to the detecclon and pursuit of VED evaders varies from Forece

to Force.




[ EXISTING ENFORCEMENT ARRANGEMENTS: CRITIQUE

Hiatory

| The L35 wera difficult years for enforcesent. Before DVLO Swansea was
gat up in the early 1970s, wvehicle licensing and registration were the responsibilicy
of 183 local tax offices (LTOs) run by local authorities on an agency basis.
Vehicles ware regpistered by LTOs, and licences issued and renewed by LTOs and
post offices. The keeper and licensing history of every vehicle was recorded

on manual files in regiscration mark order, each file held by the LTO secving
the ared wheca the current keaper lived. Reports of unlicensed use of a wehicle
waera sent in the ficst place to the LTO responsible for registering cthe wehicle
and sobsaquently, if necessary, to the LTO holding the file on that wehicla.

It was Frequencly difficulc to mateh an offence report with the appropriate file.

b.2 Since Detabar 1974, a record of all new wvehicles lias been held on computer
at Swansea. Batween April 1975 and Wovember 1977 wirtwally all of the records

held by the LTOs were transferred to Swansea Iin stages according to tEhe letter
sufflx of reglscracion =mark. Prior to thils tranafer DTp assumed direct responsibility
for the LTOs, and during the transfer responsibility for wehicle registratiocn

and licenzing was divided between the LTOs, wsing manual files, and DVLC and

LVLOg, using cthe computer record. Responglibility for enforcement was divided
gimilarly: offence reports concerning vehicles regliscered centrally went to Swansea
ta prepare case papers for despatch to LVLOs; reports concerning wvehicles registered
lacally went to LTOg. LTO staff were given an opportunity to transfer toc LVLOs

as this cransfer proceeded, and in March 1978 che last LTO closed. During this
protracted transitional periocd, enforcement staff in the LVLOs faced the problems

of adjusting to a centralised, computerised system in place of the familiar manual
systam, at & time when the value of their work seemed increasingly doubtful as

a result of uncertainty sbout the future of VED. Despite DTp's comtinuing concern
about evasion, there was little incentive either to devote inecreased resources

to enforcement or to overhaul arrangements which had been inherited from the

LT0g. The progpect of abolishing VED and ralfsing the nccesgary revenue by increasing

the cax on petrol offered a simple solution to the problem of enforcement.




Performance

Bl Performance during the 1970s reflected these problems. The Elpgures spea‘

for chemselves:

Table II

(000s)
Offence reports Prosecutions Mitigated penaltias
LTOs OTp LTO= DTp LTIOs DTp
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There are no analegous Figures Eor gtaff In the LTOs, but there were considerably

more staff engaged in enforcement in the sarly 1970s than at the and of the decade.

6yl The following table provides a detailed summary of pecfocmance in 1979:

Table LLI

SwanzaafLVL0s LED
Dffence reporcs 505 3i1

Mo affence comaicced 39 15
Ho record of wehiclea L2 | ¥

Hot pursuad (approx) 140 (approx) (approx)
Referred for action L41
Mitigated penalty paid TH 9

Succesaful prosecucion B35 16
The following points should be borfe in mind in considering chese [igures:

g+ mnost of the reports which disclose no offence can ba accounted for
by the copleas of fixed penalty tickets lssued by Traffic Wardenms for
non-diaplay of a walid cax discs The issue of tickets for this offence
varies from atea Lo area: none arée fssusd in the metropolitan police
district, hence the relacively low number of reports receiwved by LEOD

which reveal no offence;

b: about one=third of the reports arising outside Londoa which waera

not pursued lavelved nominal offenders who renewed thelr licences after
being reported, without any gap In duty. Another third revealed ocffences
but were not passed on to the LVLOs because of thelr lack of resources.

A further third were destroyed without belng processed. A similar breakdown

for LEO is not avallablae;




c« cases referred for action to the LVLOs exclude those [nvoelving
nominal offences snd contain microfilm coples of relevant documentiss
Cages referred for acclon within LEOQ include nominal offenders, and

micrafilm copies must ba requested by the Offences Groups;

d. the same wvehicle is frequently the subject of several offence
reports and each sighting invelves a separate offence. These mulriple
raports are usually handled as a single case, with an offender incurring
a single penalty in respect of several reports. In aorder to balance
“input” of reports with "output” of successfully completed cases,

it is necessary to count a prosecution involwing, say, 3 raports

ag 3 prosecutions, as Swansea do but LEO do not. In future, LED

ghould follow Swansea's practice.

Bel In 1979, DTp enforcement staff broadly paid for themselves in terms of

sums recoversed in mitigated penalties, back duty, fines and costs:
Table IV

(£0008)

Sums recovered Btaff costs

Swanseas LVLOs 43056 s 378
LEO 1

M
| 2,161

TAOTAL 5,353 &, 739

These figures do not include the costs involved in the assistance which the LVLOs
receive from the police im tracing and prosecuting offenders. It could be mislaading
to try to estimate those costs since a substantial proportion of excise offences

are detected in the course of other police work and ia conjunction with other
offences. It 1s not possible to provide an estimate of costs to the Magistrates'

Courts: prosecutions for VED evasion account for about 3% of the total, and any

reduction would do no more then reduce the existing delays in legal proceedings.

tior is it possible to estimate the revenue benefits from evaders who relicense

once they have been caught, whether or not they have been prosecuted.

Constraints on performence: LVLOs

6.6 tutside London, the main constraint on performance lies in the LVLDs.
Barely 2/3 of the offence reports which are processed by Swansea can be despatched
to the LVLOs. The table at Annex C shows that the capacity of individwal LVlOs,
and their success in pursuing offenders, varies considerably. The summary of

this table at Anmex D shows that the degree of Police assistance in tracing and
prosecuting offenders is the main Iinfluence on these variatioms in performance
[(6ee also Paragraphs 5.14 to 5.16).




Qther factors also affect performance. Some LVLOs, ep io the North East and South
West, are more generously staffed for enforcement than others. Others bepeficed

from the transfer of experienced LTO scaff. LYLOs in areas with relatively high
unemployment [ind (¢ easier to recruit and retain per=zanent steff: others have

to rely on a succession of casual staff and are wnable co build up a stable workforee.
The enforcement staff are a minority im each LVLD and carely number more than

LD: mech thereflore depends on the quality of individusl scaff and managesent

Interesh .

Bal Swansea has attempted to come to terms with individual LVLOs' lack of

capacity by:

d« sending a8 warning leccer co nominal offenders (where less chan 3
monchs back ducy was owed ac che cime of the offence, but A new licence

has been purchased, backdated to the beginning of the month following

the expiry of the previous llﬂEﬂEE]rThlﬁ fs a relacively recent innovation:

previously no action was taken on these cases.

b. setting prioritcies between rases based on the eage with which casos
can be successfully concluded. Conjoint cases involving acher offences
come first because the Police will usually be prepared to prosecute the
excige offence with the other offences so long as their deadline (usually
& weeks) can ba met. All conjofnt cases are despatched to the LVLOs to
pass on to the Police with authority to prosecute. (Where the Police
deadline is misged these cases must be prosecuted separately, elither

by the Police themselves or by the LVLD). Other named cases come
second ; becauge the offender is awdre that he has been reported and
because there iz ne need to Erace the offender. Unnamed reports come
last, because the offender is unaware that he hasg been reported, and
because tracing the keepar of the vehicle eited inm the report imposes

moet diffliculties with least chance of success:

€. establishing a system of adjustable monthly quotas for individual
L¥LOs which reflect these priorities. LVLOs are expected to deal wich all
conjoint cases, and each has separate guotas for named and unnamed cases.
These guotas are fixed after visits to LVLOs and discussions with scaff,

and may be adjusted in line with subsequent performance.

b.5 awanse:d have the capacity to check the record on all named reports, and

the ma jority are referred to the LYLOs. At present, they check only a minority




of unnamed reports, and the rest are discarded. Theres Ig no congistent effort

to ensure that the minority of unnamed reports Chat are sent to the LVLDOs are

the ecaslest to pursue of the most worthwhile In cerms of potentially recoverable
back duty. Howewer, Swansea's approach haz led co an improvement in performance

fm 1979 over 1978 whish has contlinusd in the First guarter of 1980. About TOX

of cases degpatched to the LVLOs are concluded suceessfully. Mo figures are
avallable, but it ls likely chat the majority of these caseg lnvolve named reports,
and consequantly Ehat the majority of actionable named reports arising oulsido
Londen ate brought to a successful conclusion. It is also likely that the majoricy

of unsuccessful cases involve unnamed rCepofta.

LED
B9 8y coatrazc, LEO's perfornance declined durving [9F9. DTp inhericed a

separate eaforcement offlece from the GLC. Until Mareh 1978, LED pursued offenders
on the baais of manuwal files Ifnherited from the GLC, or cage papers provided

by Bwangea. Two yeats ago, Mfences Scction assused responsibilicy for checking

the record and ebtaining microfilm copies of relevant documents, without any
inerease in staff and without sufficient training to familiarise the existing

gtalf with theit new responsibilities. During most of the intervening period,

half of Dffences Sackion was housed in 2 offices at Woolwich, joining the remainder
at Sideup only in March 1930. Divigion between 3 ocffices created managemeént problems;
and uncertainty about the timing of the move to Sidcup made it difficult to recruit
and retaln staff at Woolwich - turnover for the whole of Offences Section in

1979 was owver 40%. In addition, Sidcup faces problems common to many local offices:
a sense of Ilsolation; & lack of local control over recrultment and promotion;

and difficulty in attracting competent junior managers.

LR Performance has also been iohibliced by working procedures which cake

no advantage of aptitude and experience among staff. The Offences Groups work

in CO/CA palrs; each pair is responsible for processing all offence reports involving
vehlcles whose registration oarks lie within a particular numerical band. There
is little difference between the abilities of the average CO and the average

CA, but at 5idcup their respective tasks are rigidly demarcated: the COs decide
what actlon needs to be Caken on a case, and pass papers Lo the CAs Co carcy

gubt Ehis action. By contrast, similar work In che LVLOs is carried owt by usually
4 or 3 COs supported by a single CA. At Sidcup, each pair is expected to deal
with the same number of cases; and the EOs in charge of the Offences Groups (each
comprlising 3 or 6 CO/CA pairs) operate mainly as checkers rather than as managers

concerned to fmprove performances




6.11 It is difFfieult to compare the performance of the Dffence Croups at Sidcup
with the elerical staff doing similar work in the LVLOs. However, a eomparison
between Sidoup and the 11 LVLOs which receive no Police assistance shows that

in 1979 there were about 230 successful cases for each member of the Offances
Groups compared tov about 70U successful cases for each of the clerical sraff

in the LVLCa. Swansea's responsibility for dealing with nominal offendera and

for providing miercfils copies of relevant documents is surely not sufficient

to explain this variation, especially when LEQ has the "advantage” of more I0s

chan che LVLO=s.

G.l2 Sidcup's problems are exacerbated by the imbalance in staffing levels
between themselves, and the I0s and the clerical scaff at Hanover Street. Therw

are 73 I0s in London compared to 44 in the rest of Bricain. While Sidcup have

Eo ovarlook mure productive named repeorts in crder to supply them with unnaned
cases, the I0a' preseat average case load is a quarter of their capacity. They

are making initial inguiries which elsewhere are made by letter, and are regularly
making perhaps as many as a dozen visits in pursuit of an offender compared to

the recommended 2 or 3 outside London. At a time when LED are unable to successfully

conglude more than a fractiom of the cases which they receive from the Police,

Toug
the | have begun to generate their own cases by reporting unlicensed vehicles,

checking the record and tracing offenders. Nevertheless, it is doubtful whether
thy succeed in tracing more than 20-30X of offenders. Prosecutions Sectiom
iz staffed to deal with at least 50,000 cases a year, compared to the 22 ,G00
cases which they handled in 1979. This decling has had little effect oo the time
spent 1o cowrt by the ADs, bur it has considerably reduced the demands oo their
¢lerical support staff. Moreower, the present division of LED, with each sectiom
under separate management and housed separately, makes it difficult to perceive

bottlenecks and to shift staff or adjust procedures accordingly.

6.13 Despite these problems, there are grounds for optimism. Performance im
the first guarter of 1980 shows a considerable improvement over 1979. Management
are aware of these problems and keen to make changes: during the present study,
they have calsed the threshold on mitigated penalties from 3 to & monchs in order
Lo Increase the number of cagses compleced in cthis less costly way. Concentration
at Sldcup offers an opportunicy to build a more stable work force. The small
Training and Planning Group Is completing an office instruction manual and is

attempting to devise improved working arrangements.




I: STRENGTHENING ENFORCEMENT ARRANGEMENTS

A A geleccive approach to unna=zed reports

Planned scaff increases

fal OTp plan to increase enforcement staff outside London by 130 (mainly

in clerical prades) ower the next year at anm annual cost of around TI00,000° (1979
Flaourez). 125 will po to che LVLD and 25 to Swansea (most of whom are already

in pogt). Swansea i now ahle to check the record on all offence reports, and

to deal with nominal offenders (those who relicence Iimmediately after baing reported
and pay full back duty) by warning letter. The distribution of the remaining

125 ptaff is still being considered, but the aim is to enable each LVLO. to deal

with all worghwhile actionable reports arising within Its area.

HawmEnoe

T The additicnal staff should enable Swansca to increase by 55U che number
of cages referred for action to the LVLOs. If the LVLOs manage to maintain their
pregent success rate, they should be able o recover an extra EZm a vear from
gvaders - more than sofficient to cover direct staftf costs, leaving aside any
increased deterrent effect.

A mote selgehue appiaach

T3 AE present most of the cases dealt with by the LVLOs involve relatively
eary named reports, and these should continue to recelve priocity. The bulk of
the increase in rases will involve the more difficult and time—copsuming unnamed

teporte. I ofdef to make surd that the additiomal staff are able to pay Ear

Ehemgelves, both Swansea and the LVIOs will have to develop s more selective
approach to unnamed reporis.

T4 Ew;hsea must make sure that they send to the LVLOs anly those reports
which should be relatively scraightforward (eg where the report cites a vehicle
which has changed hands recently and the new keeper has notified acquisiticom),
where some effort might be worthwhile (eg where the report cites a heavy geods
wehicle liable for a high rate of duty and owing substancial arrears), or which
may involve 3 hardened evader (where there have been several previcus rTeports).
The LVLDs will also need to adopt a more slective approach to unnamed Teports,
caking {nto account the chances of dekecting the keeper of the wehicle cited

in the report and the amount of effort that could be justified in pursuing an
pffendar. Some cases may involve so little back duty that it will mot be worthwhile
sending out an I0 after a mitigated pemalty has been refused. Other cases might
involve such subatantial sums that {t might be warth saking more than the usual
aunber of inquiry visits. Each LVLO should be encouraged to develep a selecrive
approach bo the pursuft of unnamed cEfenders, and Swansea nust be prepared to

agcept varlations becween LVL0s.




B Reorganisation

Exdating arrangements

7.5 Enforcement could also be strengthened by crganisaticnal change where

there i3 a clear prospect of increasing the number of casea which are brought

to a successful conclusion and hence the sums recovered from evaders. The racionale
for the present division of responsibility between Swansea and the LVLOs lies

in the presence of the wvehicle record at Swanses, and the need for lecally-hbased
I0s and Ads in order to cut down travelling times and to build wp familiarity

with an area and acquaintance with local Police and Magistrates. Broadly speaking,
Bwansea Is responsible for the preparacion of case papers, and the LVLOS are
responsible for the pursult of cffenders. BY contrastg, LED combines both fumctions,
although the pursult of offenders iz divided becween 3 seccions berweoen whick

there 15 little contact. Management responsibility is sisilarly divided: thers

are sepdrate managers for the enforcenent scaff ac Swansea and for LED (within
which each Section is manaped separately); amd the LVLD Office and ares sanagers

are responslible for the remaining enforcement scaff. There should {f pussible

be 8 gingle mansger responsible for enforcement throughout Great Bricain, and

there should be a msore inregraced management approach to enforcement at all levels.

Puplication

T.0 Dividing responsibility for successive stages in a4 conCinuous process
batwean 2 or more offices risks duplication of work and misallocation of resources.
At 3wangea, che staff preparing case papers must assess whether an offence has
baan committed, and in checking returned cases must consider whether the correct
action has been taken. They maintain a file on each case, despatch reminders

ta the LVLOs, and record the sutcome of cages. In their tuen, the LVLO staff
nust consider sach offence and assess appropriate action, and maintain- chelr
own records. Alehough pare of the récent improvement in the LVLOs' performance
may ba attributable to Swansea's reminders, an effective filing system within
these offices could serve the same purpose. Within LED, cases are checked by

the managers of the Offences Group at Sidcup, and dgalin by the ADs at Hanover
Street; but there Is liktle communication about the criteria used in carrying
out these checks. Outside London, many LVLDs are unable to cope with as many
feéports as Swansea 1s capable of processing; and within LEOQ, the clerical staff
a4t Sidcup are overworked while the I0s and Prosecutions are working well below
capacity. The objective of reorganisation must therefore be wherever possible

to bring together wnder one roof and under one manager all staff engaged in enforcement

in a parcicular area.
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Centralising enforcemenc

Fafd The study consldered che possibility of centralising clerical enforcemanc

work at Swansea, leaving a local presence only where the Police were not prepaced

to asslst In tracing and preosecuting offleoders, but cejected fc in che light

of the objeccive set out in paragraph 1.6. Implementation of this “rentralisc”

option would extend cheoughout the country the present division between different
stages Lo the pursuit of an offender which has damaged LE0's performance. Continuation
of the present division becween 5wansea's responsibllity For preparing case papers

and Che LVLOs' responsibility for pursuing an offender would be more sensible

than further centralisation. The present degree of duplication could be reduced

by reducing khe present 1l in % check on returned cages; and by confining chis

check to a proportion of cases where the LVLOs have been unmable to tErace che

of fender.

Localising enforcement

7.8 Qutside London, it would be posslble co comblne all stages in the processing
of cases under one roof only by Cransferring to the LVLDs the preparation of

case pepers now carried out by Swansea. Under this “localist” option, affence
reports would go direct te LYLOs, who wauld check the central record to ascercafn
whether an offence had been committed; place an exclse offence marker an the

record Co ensura that they were informed of any further offence reports or other
transactions concerning that wvehicle; carry out all subsequent proceedings; and
finally enter the outcome on the record and remove the offence marker. These
arrangemencs would be compatible with the present computer: the replacement compuCer
due to come into operation im the mid=1980s could allow provision For rerminals

in the LVLOs, and continuing decline in the relative price of computer eguipment
could justify this direct link. Swansea's current responsibility far preparing

case papers, for progress=chasing and for checking completed cases enables them

o ensure that the LVLOs" adopt a reasomably consistent approach to enforcement:
complete decentraligation would require DTp to accept preater variations in approach -
and in standards of eénforcesent. The consequent rundown of enforcement at Swansea
could be accommodated by normal staff wastage; many of the additional gtaff needed
in the LVLOs could be recruited from experienced trangactions staff who would

otherwise be lost as part of the transfer af work to the Post Offica.

A pillot schemea

7.9 Existing enforcement arrangements outgide London have heéen bullt up over

geveral years, and Svanses has been largely responsible for recent impruovements

in performance. It would be wrong to disturb the present balance of responsibilicy




without first testing whether decenctralisatlon would Increase the proportion .

of cases which are brought to a successful conclusion for each member of staff

engaged in enforcement. DTp should therefora select 2 or J LVLOs to participate

in a pilot scheme, to establizh whether full decentralisacion would be worthwhile.

TalD This pilot scheme should involwve at least 2 LVLOs, one with Police assistance
and one without. Both LVLOs should already be operating efficiently and staff

levels should be sufficient for them fo take over from Swenses the initial processing
of affence reports arising within thelr arsa. Estimates provided by LVLD Area
Managers sugpest the average LVLO would require only | or 2 additional clerical

staff in order to take on this work. The professional computer staff at Swansea

have drawn up an outline system which shows that it would be possible to run

a pilot scheme in 2 LVLOs without significant programing changes, and at a cost

of £10,000. The nead to monitor the performance of the LVLOs would impose further
cogts, but probably not in exceas of £5,000. In 18979, the average sum recoversd

from an evader was £3&: 1f the LVLDs were sble to successfully conclude 4-300

more cases in a year tham they might otherwise have done,; the scheme would pay

for iteelf and demcmetrate that it might be worth extending the scheme Ehrcoughaut

the countrys It should also be designed to establish whether there could be net

gtaff savings as a resule of decentraliszsacion.

711 Senior management at London and Swansea have expressed sympathy towards
such a pilot schems. The computer specialists have confirmed that it would he
practicabla, and there should be no difficulty in finding LVLOs willing to participate.

The scheme should be set up as soon as possible, and should rwn for sufficient

tima to allow a thorough evaluation of the results; a decision on whether to

extend these arrangements to the rest of the country should be made at goom as

these results becoma evidemt. If DTp decide fo go ahead, the build-up of enforcement
in the IVLOs should coincide with the rundown of transactions staff as a result

of the transefer of remewals to the Post Office.

LED

712 Thera ia no easy solution for LEC's fundamental problem: the division
batween Sidcup and Hamover Street. Thers isa no room for Offences Sectiom at Hanover
Street, or For Prosecotions Section at Sidcop. Mor is there any realistic prospect
of finding accommodation in central Lonmdon for both Sections. Even after the
transfer of renewals work to the Fost Office, there would be no toom for LED

gtaff in the 5 London LVLOs. These constraints appear to rule out the possibilicy

of combining all LEO staff in a single office, under unified management.




'..13 LED suffers from a major imbalance of resources: there are too many I0s

and too many clecical staff at Hanover Strest; and too few clerical ataff at

5idcups The present 10 complement should be reduced to around 40 — saving around

£300,000 a year. This reduction could be achieved by freezing recruitment (although

turnover among I0s is low), early retirement (many IDs are close to retirement
age) and transfer to Sideup. At present sach AD at Hamover Street is supported

by 2 clerical staff: these staff should be pooled with a viaw to reducing their

aumber by around 10 = saving abaur £100,000 a year. Thase two reductions in complement

ghould be used to lncrease staff at Sidcup.

T:15% Working arrangements at Sidcup should be changed. The respomsibilities

of the present small co-ordinating unit should be enlarped to include those casks

now carried out by Swansea for the LVLOs, ie, disposing of nominal offences with

a warning letter and obtaining microfilm coples of relevant documents, as well

as checking the record. They should give named reports absolute priority and

should adopt a selective approach to unnamed repores. They should also develop

some means of regulating the flow of work to the Offences Croups in erder to

take advantage of variations in aptitude and experience. As a corocllary, the

responsibilities of the Offences Croups would be limited to pursuing cffenders

through correspondence, before passing on cases for ingquiries or prosecution.

715 These changes would mean that each CO in the Offences Croups would no

longer need the assistance of a CA. Two present palring arrangements should ge -

in future, each team of 5 or 6 CQ0s should find that | or 2 CAs offer adequate

support. The remaining CAs could be transferred to the enlarged Co-ordinating
Group where they would work under the supervision of s smaller number of CDs.

The proposed reduction in the number of 10s, and elerical staff at Hanover Street,
would allow an increase in the number of GO0 posts in the Offences Crfoups.

718 LEC has diverged from standard LVLO procedures as a result of the present
imbalance of resources. It is more efficlent to attempt to cooclude a case by
payeent of & mitigated pemalty rather than by prosecutiom, and to make {mitial
inquiries about an unnamed offender by correspondence rather than by IO wisit.
Until the last few weeks, LEO offered mitigated penalties only where less than

3 months back duty was owed at the time of the offence, rather than the usual

f months; and the I10s make initial inquiries about unnamed offenders. In future,

initial inguiries should be made by correspondence, and only if this fails to

elicic & response should a case be passed to an [0.




P These organisacional and procedural changes will cost nothing but chey

should improve performance considerably. In [379, LEO completed 112 cases successfully
for each member of staff compared to 431 guccesaful cases fFor each official in

the LVLOs which recelve no Police help (including an apportionment of staff at

Swansea equivalent Lo Lhe proportion of cases passed to these LVLOs). If the
reconmended changes enable LEOQ to reach average performance in many LVLOs, then

thevy should ralge an sxcra £3m a year from evaders inm London = Eo say nobhing

af ehe deterrent affect.

G Increasing mitigaced penalcy paymencs

Digcounts Eor prompt payment

T+18 Mitigated penalties are intended to save DTp and the Police the effort

of preparing case papers and attending court, and to ceduce che démandg on cowrt
time. Howewer, im 1979, only 42% of mitigated penalty offers webe dccepted. An
increase in this proportion would increase revenue and feduce costs. Fixed penaltiles
for minor traffic offences have the same rationale as mitigated penalries for

VYED offences; and discounts for prompt payment have beon canvassed as a Aeans

of encourapglng pavment. The legislation would permit discounts for mitigakbed

penalties, and DTp should conglder the posgibility of a pllot sceheme Eo &skablish

whether discounts wouwld encourage more pevmenta.

Informing the Courts of refusal Lo pay

119 Some offenders may cefluse an offer of a sitigated penalcy becauss they
think that the Maglstrates will [mpose a smaller fine If the case comes before
Court. However, i€ iz likely that few Magisrrates would knowingly impose a penalty
lower than a nitigated penalcy which had already been refused. 3imilarly, an

of fender would be more llkely to pay & mlcigated penalty 1E he xnmew Ehat refusal
would he drawn to the Magistrates' atcenclon as a matter of course If he was
convicted of an offence. There appears to be no legal obstacle to this procedure.

The leccer offering an offender a mitipaced penalty in lieuw of prosecutiom should

state that in the event of conviction a refusal will be drawn Lo Che attenCion

of the Magistrates before sentencing.

i) Incensive enforcement campalzns

Noccinghamshire

7:20 The deterrent effect of roucine enforcement is limited by the lack of
publicity given to the detection and punishment of evaders. Intensive enfoccement
campdigns are intended to achileve maximum public impact at minimum costs The

firat campaign was mounted by BTp Ia February with the asslatance of Hottinghamshire
Folice. The campaizn was preceded and accompanied by extensive local publicity

in order to encourage evaders to relleence voaluntarily. During the last half

of February, the Police carried out roadside checks with the aim of obtaining
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named reports. These reports wece passed to a special unit at Swansea to check
the record and prepare case papers for prosecution where an exclse offence had
been committed. Ko mitigated penalties were offered in order to avold complicatcing
the caopaign, and Secause the advance publicity was considered to be ample warning.

The Police are due to begin prusecutions in June.

7.2l The campalign has been a success for DTps The main objective was to encourage
voluntary relicensing: the figures show chac about 1300 renewals afcer a gap

in Licencing in Nottinghamshire In Febroary 1980 may be attributable to the campaizgn.
Most of these renewals involved privace motorists owing | or 2 months back duty.

The likely revenue gainm iz thersfores around £10,000. However, chis estimaCe ighores

voluntary relicensing at ocher LVLOs and In lacer aoncths a8 a4 resulc of the publicicy

surrounding the campailgn and cthe eventual prosecutions: It also ignores tha number

of motorista who perely relicensed earlier chan chey otherwise might have dones

] 22 Enforcement should gensrate sufficient revence in fines and back duty

to cover costs. The loctinghamshire campaizn cosc DTp about £8,000. It produced
over TUD offence reports; about 300 {nvolved actionable excise offences. In 1978,
the latest year for which figures are avallable, the average fine for VED evasion
in Hottinghanshire was €l6.530 (1373 prices): the average fine for evaders detected
in che recent campalgn is unlikely o be less than £20 {and could be more because
of the speclal circumnstances), producing a possible £8,000; a further £&,D000

may be recovered in back duty, bringing the rotal to £12,000, well above DTp's
COSLE.

T+23 The campaign was alsoc a success for cthe Police in terms of their objectives,
clearly demonstrating the link between evagion and other offences. During the
campalgn, Noctinghamshire Police detected over |,000 offences such az driving
without fnsurance or an MOT test certificate, using an unroadworchy vehicla with
bald tyres or defective brakes, and even displaying stolen tax dises. The motoring

public appeared to welcome the campalgn and not a single complaint was nade.

Futurs EimPnLgns
f.24 There is clearly scope for more of these caspaigns. DTp should make cvery

effort co obtain the co-operation of other ferces by giving wide publicity to
the results of the Nottinghamshire campafign and subsequent action. Warwickshire

Police are currently helpiag DTp to mount a similar campaign. Forces which are

unable to help in mounting a full campaign may be prepared to help in more limired
efforts along the lines of the roadside check mounted by LED in January in co-operation
with the Metropolitan Poliece on a major trunk road on the cutskirts of London.

This produced about 100 named reports within 3 hours.
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723 DTp must rely on the Pollce to mount roadside checks, but they must be

prepared to offer every assistance to the Police; including the provision of

IDs to help at rosdside checks and in making inguiries; che prompt processing

of offence reports and preparation of case papers for prosectuion; and the provision

of ADs to carcy out prosecutions where the Police do not already carry out this

work. The liottinghamshire campailgn was supported from Swansea by allocating staff

to this work on a part-time basils over I months, but future campalzns may also

need to draw on support from LVLOs. It is doubtful whether a specialist central

unit, containing Als and I0s, would be wviable unless there was a continuing programme

of 10-12 campaizns a year.

1.l Incengive enforcement campalzns should be part of a continuing sorveillance:
an evader should not be allowed to think he will be imsune from detection If

he 13 noc plcked up during a campaign. S5ince the campatign hottinghamshice Police
have carried out a series of roadside checks, without advance warning, which
generated about [50 named reports. The full impact of campatzns will only bhe
achieved 1if it 1s possible to sustain a rolling programme across the whole country,
ang Lo sake them a pefmanent element in enforcement. It f2 [mposgible to assess

the impact of evasion, but 15 hard co believe that the déeterrent effect would

not be considerable. In the meantime, NTp should emphasise the link batwesn VED

evasion and other affences, and should encourage the Home DEfice to do likewise,

in order to maintain and if possible extend Police help in enforcemest.




, IMPROVING THE RECORD
L1

tting a name to &n unnamed case

Bl The planned increase in eaforcement staff will snable DTp to procass
a higher proportion of unnamed reports, and Part A of the previous Section suggests
a more selectlive approach to the pursuit of unnamed offenders. However, an improvement

{n the accuracy of the vehicle record offers the best way of making it easier

Lo puf a name Lo an unnamed CASE.

Existing reglstration arrangements

842 ldeally, it should be possible to obtain the name and addreas of the
keeper of a vehicle cited in an unnamed report simply by checking the record,
and then to visit the keeper in order to obtain payment of a mitigated penalcy
or a statement for use ln prosecution. All vehiclas carry a registration mark;
and the sallent particulars of every wehicle, including kesper and licensing
history, are recorded In registration mark order at Swanssa. Registratlion marks
are allocated to new vehicles, and a dealer will usually register a new wvehicle
at the same time as he applies for a licence on the keeper's behalf. The law
provides chat a keeper should inform DVLC Lif he sells, scraps or cxports the
wehicle or Lf any of the reglstratlion details, such as his name and address,
changes. He is not obliged to Lnform DVLC if he decides not to relicence becausa

he i3 not proposing to use the vehicle.

Tranafecs of wyahicle

B.3 Thare should be lictle difficulty in establishing responsibility for

an affence while a vehicle is in the hands of the first keeper, provided the

original regiscraction has been carried out correctly by the dealar and theres

have not been frequent and unnotified changes of address. Froblems begin when

the first keeper sells the vehicle, eithur privately or to a dealer. When a wehicle
changes hands, the first keeper is required to send the bottom half of the registration
document to Swansea with che name and address of the oew keeper. The change of

keeper will be recorded, but a new name and address will not be listed uncil

the new keeper sends the top half of the document to Swansea. This disposal notification
is microfilmed, but there can be no guarantee that the name and address Is correct
gntil the new keeper applies for a registracion documentc. If cthe new kewper complies
with the requirement to notify acquisition, then no problems arise. However,

if he does not, and the vehicle is the subject of an unnamed cffence report,

then the only reliable name on record will be that of the first keeper. Unless

he 18 willing and able to give accurate details of the new keeper, it will be
difficult to trace the offender. This diffieulty is compounded 1f the new keeper

fails to meet this obligation to notify Swansea of acquisitionm, and delays applying

for a new registration document until he i3 about to sell the wehiclae.




B.4 Alternacively, & keeper may sell toa dealer, perhaps witheut notlfying
Swangea of disposal. Deglere are not required to notify acguigition and of course
a particular wehicle may pass through the hands of many dealers before being

gold for private use. It iz then up ce the new keepeér to notify aequislbion.

If he does not, and the wehiels 1z the gubject of an actionable offesce Fopart,
then vnee again che only reliable name an the cosputer will be that of the latest
reg,:laten—.--j ]L-:EpEI. The un}.y way in which Che Dew '-u..:-e..'|:|-|,':|' could by eraced would

be by making inguiries with the previocws kecper and along the chain of dealers.
Ie is easy to Imagine how time-consuming and frustrating these efforts could

be; how vunlikely to result in the discovery of the offender and an adoission

of responsibility; and how costly this would be in relatcion Eo the eventuyal fine

paid and back duty recovered, and in terms of fordégone oppobtunlifes.

Improving registration arrangements

8.5 These problems could be avoided 1f the reglater was an encirely reliable
Fecofd of kuepership and 1E the name of an offender cowld be discovered simply

by checking the record. The quality of the record dependa on publie co—aperatcion
bn notitying disposal snd sequisition of a wehisle. DTp can oanly iaflusnce the
public through the design of reglatracion arrangesents. AL present, there is

a reguitemeant to notify both dispusal and acqguisicion of a wehicle, and a maximum
penalty of E30 for mon-compliance. However, a penalty may be imposed only when
the offence is committed fn conjuction with some other more serious offence.

The provision, therefore, has little effect on keepers' willingness to notify

acquisition.

Dual notification

E.b A straightforward way of improving the record might be to replace the
present system of separate motificacion of disposal and acquisicion wich a single
document Lo be signed by both partles to a4 cransaccion. The original keeper of

g vehicle would be responsible For obtaining the signature of the new keeper

and for sending the registration document to Swansea; the new registracion document
would be sent to the new keeper. Thisz proposal has been advanced in the concexc

of proposals for a tax on possesion, but 1t is worthy of consideration witchin

the present system. Secondary legislation would be nesded.

Dealer cards

8./ However, dual notiffcacion would not solve the problem of tracing a wvehicle
through the dealer chain. Unt{l 1976, dealers were required to infora Swansea

of disposal and acquisition of a vehicle like other keepers. These srrangements
wera abandoned because of difficulcy in handling the velome of morificaticos{about

W% of transactions involve dealers), and becausa cthe order of receipt of notificacions




did not necessarily correspond with the order of transactioms. From the podint

of view of enforcement there is no need to record avery kecsper while a wehicle

iz in che dealer chain, az it 15 not liable to VED during that period. ALl that
iz needed 18 some arrangesent for notifying Swansea when the wehicle is sold

for private use. A possible solution which would minimise paper transactions

for dealers and For Suanges would be a document on which each dealer was required
ta fecorfd his name and address and the dates of acquisition and dispogal of a
vehicle, buk which was sent to Swanszea only after the vehicle wag sold for private
use. In order to provide gsome incentive for dealers o Ereat the card seriously,
there would need to be a requirement For Che new keeper to duspateh the dealer
card tuo Swengemx before he couwld obtafs a walid pegiseratfion docusent. Dealers
right be induced to Ereat dealer cards geriously LE they expected the purchasers

of the vehicle te insist on receivinz these capds with the vehicla.

Conelusion
BB There is no rellable egtimate of the accurdcy of Ehe vehicle récord, and

it is not possible to meagure the improvements that might accrus from dual notification
and dealer cardg, Hot has it been possible to develop these proposals further

within the confines of this study. However, DTp should zive

to dual notification and dealer cards as means of improving

record and hence easing the rask of enforcement.




o CHANGING THE VEHICLE LICENSING AND REGISTRATION SYSTEM

Introduction

7.1 While YED remains a cax on the use of a4 wehicle and cthere is no way of
detecting evasion except by observing unlicensed wehicles on che road, 8 panacea
for ewasion is unlikely to be found. The present study has been unable to affer
more than a package of improvements which should cost litcle or nothing, should
increass the sums recovered from evaders, and could encourage more voluncary
licensing. This [inal section considers briefly the scope for reducing evasion

aote dramatically by changing the vehicle licensing and registration system.

Continucus liabilitw

9.2 The present tax assumes that an unlicensed wehicle is noc belng used

unless an offence report provides evidence to che concrary. An alternarive approach
might be to assume that an unlicensed wehicle was belng used and hence ought

to e licensed umless the keeper declared otherwise. This approach would amount

to a4 systen of continuous lLiabilicy with provision for waps in licensing as provided
for in docmant provisions of the Vehicles (Excise)} Acc 1971. Enforcement would
contlnue to be based om sightinges of unlicensed vehicles, and any reduccions

in ewvasion would arise simply &3 & result of che psychological advancapge in obliging
evaders Lo declacre that they do not Intend to use che vehicles racher chan allowing
them simply to awvold paying che cax. It would be difficulc to juscify che extra
staff needed to handle an {ncreased volume of transactions simply in order co

cbtain this psvechological advancans.

Tax on possessliaon

9.3 & more radical solucion would involve changing VED to a tax on possession.
DTp is currencly considering che implications of this proposal. The concept of

& tax on possession is that VED should be payable on all wehicles from firsc
reglgcracion until exXport of scrap. In its pure form, there would be no provision
for gaps in liabflicy, and the owner of an unlicensed wvehicle would be liable

Lo LAcur 4 penalty. A major benefit From this change would be to bring VED closer
te the ideal of a self—-enforcing tax. The buyers of a used wehicle would wish

to avoid liability for back duty, and potentlal sellers would have an incentive
to make sure thaf their vehlicles remained licensed. This change would also make
1t pogsibie to initiate emforcement from the record provided che accuracy of

the record could be improved. Ocherwise, it would still be necessacy to rely
exclusively on reports of unlicensed vehicles, and the familiar difficulty of

putting a name to an undaned offence report would continue.




Personal reglstration marks

Qb Anather pogsibhilicy might be to link vehicle licensing with a swvstem

of petgonal number plates, along lines which apply in partas of the USA. Under

guch a gystem eaech keeper would have a personal registration mark which he would
retals when he changed wvehiclea. The obvious advantape of this system Lies in

the esage with which it would be possible to ldentlfy the keeper of an unlicensed
vehicle., However, there would be cther disadvantages, apart froo the cost and
upheaval of changing the present svstem of vehicle registration marks. The value

of the present system to both DTp and the Police lies in the capacity it offers

to trace the history of a vehicle. A system of personal number plates would require
a supplementacy wehicle record Eor this purpose based for example on chassis
numbers. But of course chassis number cannot be ldentified with anvthing like

the same =ase as wvehicle registracion marks, and the risk of error is greater
because of the larger number of dizits. It has not been possible to consider

this proposal in detall wicthin cthe confines of this study, bur fuller conslderacion
by DTp may indicate chat changes in wehicle registcracion arrangements offer a

Elmpler and less costly method of easing the task of cracing unnamed offenders.

Conclusion
¥ In sa far a3 chere 13 any panacea for VED evasfon, it Lies in changing

Lo a Cax on pussession. However, the full advantages of this change could only

be reallged by a substantial improvement in the accuracy of the wehicle record.

MICHAEL J WILLIAMS
Department of Transport
32 May 1330
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ANNeX B

RAYNER II PROJECT: DTp SCRUTINY I
DTp ENFORCEMENT OF VEHICLE EXCISE DUTY
STUDY PLAN AND WORK PROGRAMME

INTRODUCTION

1, The administrative coat of DTp Driver and Vehicle Licensing
Directorate's enforcement effort in 1979/80 is about £5m (basic
staff costs, accommodation, travel and subsistence and an
element for other expenses and common services), 700 staff are
employed, at the Driver and Vehicle Licenaing Centre (DVLC)
Swansea, the London Enforcement Office (LED) 52 out'of 81 Local
Vehicle Licensing Offices (LVLOa). .

/

2, DTp estimate that evaslon of VED on cars gould be as high aa
7-9% which represents an estimated £50-60m a year lost revenue,
Additlional revenue is lost from evasion on other vehicles such as
goods vehiclen and motorcycles. DIp receive about &00,000
actionable reports of VED evasion a year but are able to follow
up only 300,000 cases, DTp rely on the Police and Traffle
Wardens for the majority of offence reports. In England and

.Walea, the Police often undertake prosecutions on behalf of the
Department, which are pursued through the Magistrate's Courts,
(different arrangements apply in Scotland). In 1979/80, income
from both DVLD and Police enforcement is oxpected to total £5-bm =
including fines, penalties, costs and back duty collected as a
result of prosecutiona, (This figure does not include income
from late llicensing vvluntnrilg.pnid in advance of enforcement
action). ' :

%, The Government recently reviewed VED and decided to retain the
tax and to step up enforcement effort. DTp has jus® started an
intensive enforcement campaign in co=operation with Nottinghamshire
Pglice, They are also considering an increase in enforcement
staff, and, for the longer term, the possibility of making VED a
tax on posseasion rather than use of a vehicle,




TERMS OF REFERENCE
4, The terma of reference of the serutiny will be:

“To consider (a) whether the resourcas currently devoted to
enforcement are used as effectively as possible, and (b) what
would be the best way of utilising any additional enforcement
resources", '

The terms of reference will be interpreted to exclude VED on heavy
goods vehiclea, where the basis of the tax is likely to change in
ways which will affect enforcement, The scrutiny will also
exclude Northern Ireland, where enforcement iz the reépunnihilitr
of the Department of the Environment (Northern' Ireland); end

will conaider Scotland only. where conclusions about enforcement in
England and Walea alao apply north of the border. |

SCOPE OF SCRUTINY

L

2« In interpreting the terma of reference, the following main
questions will be asked;

- how can motorists evade VED within the present vehicle
licensing and registration system?

= could the aystem be changed to make evasion more difficult
end enforcemont easier, and in what ways and what coat?

= how does the present enforcement effort work .and how could
procedures be streamlined?

- why is it possible to follow up onlv 50% of gctiongble
offences?

= = M ey

= what criteria are used in deciding which offences to follow up?

* = would it be possible to increase the proportion of offences
which are followed up by redeploying exiating resources,
and in what ways?




would it be possible to use resources more efficiently by
adopting a more selective approach following up only a
minority of offences, and what would happen to evasion?

how succesaful was the Nottinghamshire campalimn in terma of
income from voluntary relicensing and prosecutions? What
Lesaons does it teach?

should additional staff be used to increase the propertion
of processed offences, or in support of intensive enforce-

ment campalgns? where should they be based? and at what point

:ig;s it caaﬁ to be cost=effective to devo te aeid.itinnal staff to
comen
uu e enforcement activities of Inland Revanuu, Customs

and Excise and the Home Office offer any useful lessons?

k
6. The scrutiny will review and question all aspects of DTp's
existing enforcement effort; for example, how would the

Department organise this gectivity 4if thev were starting from
scrateh? It will seek to identify ways of resolving dirficultiuu
rather than ellow past conventions to impose restraints on
thinking, It will be looking for the most cost effective way in
which existing resources. and proposed additions might be
deployad. The main focus of the study will be on DVLD, but it
will be necessary to take account of the role of the Police and
Magistrates in view of the resources engaged in VED enforcement,

7. Views on the questions posed in paragraph 5 will be sought

from DTp ataff and their representatives and from individuals

and organisations representative of the other interests involved,
with regard to the wider interest of the community at large. The
Departmental Staff Side will be kept in touch with the review and
asked for thelir views and ideas, Treasury, CSD and the Home Office
will ©te consulted as necessary. : .




O
FORMAT OF THE REPORT

8, The outcome of the study should be a report covering the
Tollowing main areasi

EE‘EEI" i Eti on

= YED within the present vehicle licenaing and registration
syastem;

- existing enforcement arrangements; the role of DVLC, LED
and LVLOs, adminilstrative arrangements, costs ang revenues;

¥ *
~ the role of the Police and Magistrates, costs;

Comment

#

- eritique of existing vehicle linenaing and registretion
system = ways in which legal and administrative procedures
may facilitate evasion:

= identification and consideration of possible alternative
arrangements which would make evasion more difficult;

= gritique of exiating VYED enforcement arrangements;
- idapfirinatinn,bf ways in uhicﬁ existing resources might
be daployed more efficiently and ways in which proposed

additional resources might be used;

= consideration of the value of intensiye enforcement campaigns:

= effect of proposals for change: cost/benefit, staff interests,

Folice and Magistrates, motorists;

= implementing changes: possible difficulties, timeacale,
Transitional arrangementa.




STUDY TEAM

é. The study will be carried out by a Principal (Mr Micheel Willlame
Mr Williama will be assisted by an Executive Officer in DVLC
Enforcement (Vehicles) Branch, Swansea, He will report to

Mr Kenneth Clarke (Parlismentary Secretary for Transport) and will
work in consultation with Sir Derek Rayner.

WORK PROGRAMME

0. The study will be completed in 90 working days from 14 January
1980. Mr Williams will leok at whatever written material is
avalilable but will rely heaﬁily on discussionsa in the field in
reaching conclusions and making recommendations for action. He
will yisit DVLC, LEO and selected LVLOs to obtain an understandlng
. of VED and enforcement arrangementa; and will discuss thq
questions listed in paragraph 5 with DVLD staff of all levels,
He will also discuss these queations with the Home Office and will
vislt individual Police forces end Magistrates Courts; and with
other Departments with tax enforcement and licensing responsibilities
(Inland Revenue and Customs end Excise, Home Office). A brief
summary of the main items in the proposed work programme ia at
Appendix I,
11. The Prime Minister has expressed a particular Iinterest in the
YED enforcement sc¢rutiny and has asked S5ir Derek Rayner to
interest himself in the study on her behalf., The working
principle is that the team should be free to ask whatever guestions
it likes end will be encouraged in thia by the Department and
Sir Derek Rayner. The formal pgsition is that the scrutiny lsa
being carried out in consultation with Sir Dereks.Rayner, which
means that he has an interesf in the terma of reference; the
study plan; the methods to be adopted; conduct of the scrutiny
on the ground; presentation of the analysis and conclusions, Hea
will nlso be Interested in conalstency between Deparimenta; and
~ will be keepling in touch with the Parliamentary Secretary, the

review team and the Permanent Secretary during the scrutiny., The
draft report will be submitted to Sir Derek at the same time as it
goas to the Parlismentary Secretary.

Department of Transport




RATNER II DIp PROJECT: STUDY I = DUp ENFORCENENT OF VEHICLE EXCISE DUT"
SWIBIARY WORK PROGRAME

1A 5Sfudy Plan and Summary Work Programue
Cleared with the Parliamentary
Becretary and Sir Derek Rayner = Mid Jamary

Familierisation with VED, within overall
vehicle licensing and registration system

Invostigation of VED enforcement Late Jamuary =
arrangomenss = idontification of Mid February
posgible wonknesses and romedies, and

conolderation of uge of additional reacurces,

Yisitas to IVIQ, LEO and selected IVIOs.

Llock=taking Late Yebruary

Study of Nottinghamshire intensive Early Mapeh
enforenment campaipn; considoration of
rola of Polico ond Magistratoes.

Froliminary Roport drafting; submission %o Mid=Late Morah
the Parliamentary Secretary and
Bir Dorek Rayner; discussion of findings.

Further discussions within DVLD, with Eorly-Mid April
Homwe Office, Inlard Revenue and
Customs and Exclse,

Final draft report = preparotien and - Inte April=
submission, i : MHid Moy
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MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDOR 5 W]

i Pl
. i
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3/

From the Mantere: ng;?]ﬂ]

19 December 19850

PHIME MINISTEHR

I notice MNorman Fowler's note to you on
Vehicle Excise Duty: A Tax on Possesgsion.

I am sure that politically he 1s absolutely
right and it would be a terrible mistake fto
gtir wp this particular hornets' nest.

PETER WALKIEH

Dictaled by the Minisler
and signed 1n his
absence




CONFIDENTIAL
\ b=
Mr ?AQE{EDE

VEHICLE EXCISE DUTY: TAX ON POSSESSION

1 The Minister of Transport's undaled mimite to the Prime
Minister suggestis dropping the idea of a fax on vehicle poss—
ession (to replace a tax on use) and concentrating on enforce- “In
ment to reduce evasion. He mentioms the Bayner scrutiny of
enforcement, in which the Prime Minister asked Sir Derex HRayner

lo teke a particular interest on her behalf, on which he will

be writing to the Prime Minister separately.

2 We are at present in disagreement with the Departimenti of
Transport on the main lessons io be drewn out of the SGrutln{.
I attach a draft minute to the Prime Minister which we sent to
the Department 1ast month and on whick we await their comments.

% Faraggraphs 5 and 6 explain the deficient productivity of
enforcement.” Takine police and court costs into account, en-
forcement plainly does not pay its way. It ie of very doubtful
effect as 2 deterrent io evasion. Paragraph 10 sets out Sir
Derek Rayner's substantial reservations sbout VED, which is in-
gfficient to the extent of 10% (or about E£110m in loat revenue)
and about enforoment. He thinks that taxing the things which
make vehicles usable is a more equitable and effective form of
excise, since it could not be evaded by those who wished to
drive their vehicle in addition to having it.

4 May I advise therefore that the Prime Miniater's reply to
the Minister of Transport should avoid giving the impression
that retaining the tax on use and increasing enforcement is
the only possible course?

-

N

S
~ C Priestley
16 December 1380

ENC: Draft mimute to the Prime Minister on the scruiiny of
VED enforcement




PRINE MINISTER

THE SCRUTINY FROGRAMME: VEHICLE EXCISE DUTY ENFORCEMENT
(Depariment of Transport)

P |

. You asked me to take & particular interesi on

your behalf in this scrutiny. The terms of t

W

have been agreed with the Minister of Transport

BACKGROUND

2 Your Administration decided last year ig keep

Vehicle Excise Duty (VED), one of the main reasons
for this being that the Chancellor of the Excheguer

should not be deprived of a tax instrument.

3. Ministers decided at the same time to step up
enforcement, the main purpose of which is to encourage
voluntary payment by the deterrent example of the
detection and punishment of offenders. 685 of the
Departmeni's staff are committied to this, at a cost of

£4.74m pa.

4. The scrutiny considered whether the resources
currently devoted to enforcement are used as effectively
as possible and what would be the best way of using any
exira resources. During its course, the Depariment
allotted 150 extra staff to the work (£0.9m), 25 to the
Driver and Vehicle Licensing Centre (DVLC) at Swansea
and 125 to the Local Vehicle Licensing Offices (LVIOs).




The latter deal with all but London, which is served

by the London Enforcement Uffice whose Offences Section
I visited in April with the examining officer,

Mr M J Willizms.

FINDINGS

B The main points are these:

-

a. VED is a tax on use of a vehicle. It
should bring in sbout £1,250m pa (cars, goods

vehicles and motorcycles).

T VED is easily evaded. Thenusber of
evaders is hard to caleulate bt appears to be
between 1.5 and 2.0 million, The level of

evasion forecast for this year will lose the

Exchequer some £110m upwards, about 10%.

C. Enforcement depends on reporie of

Sightings of unlicenssd vehicles. This depends

on the co-operation of the police, which is

both voluntary in its character and variable in
it5s incidence. (I have heard rivately that

mich depends on the willingmess of the individual

constable to do the paper work involved.)

d. The mumber of reported prima facie
offences in 1979 was 803,000. Of these sbout
one-fifth (169, 000) resulted in the payment

2




of either a mitigated penalty or in a successiul

prosecution.

€. The average fine was £2]1. The average

L

sum recovered from the evader was ia.

1. One reason for the comparatively emall

mmber of offences carried through to 2 success-
ful outcome was the imbalance between the large
capacity of DVIC Swemsea and thatof the LVIOs

to process offence reporis.

£. The net recovery in 1979 - after allow-
ing for the cost of enforcement by the Department
but not for the cost of work by the police and
the courts - was £0,8m.

HECOMMENDATIONS

G, The report's main recommendations are, in brief:

a. The enforcement effort should pay for
itself through funds recoversd from evaders;
as many offence reports as possible should be
brought to a successful conclusion; and the

public should be kept aware of enforcement.




b. Zxira reverue or savings should be

secured thus:

£m

- Through the extra staff =t 2.0
IVIL Swansea and LVIOs

— Building up enforcement ). 6
work in LVIOs { rough
estimte)
- H[—Eﬁut‘i]’l,; London Enforce- 0.4
ment Office (LEC) staff-

ing
£

- Eringing LEO up to LVIO 3.0
average success rate

- Holling enforcement cam— 0.6
paign (if the police ( rough
authorities co-operate) estimaie)

Total 6.6

COMMENTARY

T In sending me the report the Parliamentary
Secretary, Mr Kenneth Clarke, MP, aptly described it

a5 "a value and comprehensive review of a very difficult
problem where our presen:gearrangemcnts are awiul", If

I may say 8o, it is muat/to the Minister's credit that

he commissioned this exercise.

B. oince it began, there haw been two relevant
developments. First, the Department introduced on
1 October the facility to renmew one's wvehicle
licence at the Post Office (6-monthly, rather than
4-monthly)}. The latter change enabled the Minister




to save staff at IVLC Swansea and staff by

closing down 1V10s,

9. Secondly, the scrutiny report reinforced the

-

Minister's belief that the eventuzal snawer mist hbe

to replace the tax on use by seme form of tax on

poSsession. He has issued a consultative paper :

out proposals, which have alreaiy met with somc

hostility.

10. Wy position is this. Pirst, I am conscicus

thal I have the privilege of being an adviser: I do
not carry the burden of political responsibility; and
my views, a8 an adviser on waste and efficiency, must
be set alongside others in coming to a decision.
Secondly however I think that, on efficiency grounds,
VED enforcement does not appear justifiable and that
the most effident and effective way of raising revemue
is to abandon tax on use and instead to tax the things
Which make vehicles usable, nzmely fuel and lubricants.

My reasons are these:

a., The current tax on use is inefficient

Lo the extent of some 107,

b. The current enforcement effort -
involving some BOO of the Department's staff
in addition to the police and courts - is

barely profitable considering the Depariment's

cosis alone (para. 5z above) and mlmost certainly




unprofitable if police amd courts costs (unquant-

1fied by the report) are taken into account.

c. The proposals summarised in para, &
above are palliatives. TEven if they are wholly
Successful, ths Departiment will reecover only some
£12m worth of lost reverme — leavins some £
outstanding - at & cost to itself (wolice and

courts not included) of £6m.

3. I do not think that enforcement is a

deterrent to evasion.

CONCIISION

11. I am doubtful aboui the merits of a tax on
possession, compared with the tax on use. By contrast,
tax on the things that any user mist have to make his
vehicle usable appears both efficient and equitable.

12. Your Administration is considering the feasibility

of a iax on possession. If the result is promising

and offers a substantial reduction in the level of
lost reverme, it might be worth trying, but I would

hope that even so the door was not cloged on a tax

on fuel, lubricante ete.,




13.

I am copying this to the Chancellor of the

Exchequer and the Minister of Transport.

Derek Reyner
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From the Private Seeretary 18 December 19280

VEHICLE EXCISE DUTY: TAX ON POSSESSION

The Prime Minister has considered vour Minister's minute of
last night, and agrees that he should announce before the Hecess
that the basis of Vehicle Excise Duty will not be changed to a
Lax on the possession of a vehicle.

The Prime Minister looks forward to receiving the follow-up
report on the Rayner study of VED enforcement.

In view of the substantial problems of enforcement which
the study has brought out, Mr. Fowler will no doubt avold giving
the impression in his statement that VED will necessarily
continue in its present or any form indefinitely.

I am sending copies of this letter to the Private Secretaries
to members of E Committee, the Home Secretary, the Secretaries of
Btate for Scotland and Wales, the Chancellor of the Duchy of
Lancaster, and to Sir Derek Rayner and S5ir Robert Armstrong.

Anthony Maver, Esg.,
Department of Transport.




FRIME HINISTEH

VEH ICLE IGE DUTY: TAX CN POSSESSION “"
I wrolte to colleagues on 15 MRy seeking HEreement tTo going
on the pes=siblility of changing the
duty to- &8 tax on the pogssesslion of 8

for ease ' references,

1letter 18 attached
The censultation Sccument went outl 1n July 1nviting commenta
by mid-S=eptember. We have had some 10,000 l=tters snd I am in fact
8til]l receiving a steady stream of repressntations. Almost everyone
welcomes thie Qovernment's determination toc tackle VED evasicno but

egually clearly there ie very strong opposition to the proposal

To chanpge the baspis of the tex, The motoring orgasnisations,
bodlies gsuch as the CBI and the ¥otor Agente Assocliatlion and
4k

indl viduals khave cen cverwhnelmingly agalinset either the grinciple

ot the chenge or certaln aspects of it, Hwer JU of our owo

pupporters in

-

e House have expressed elther greve doubts sbout
t8X on possession 88 such, or have ssked Tfor concessions to meet
particuler probleme. In &8 opumber of ceEges. they have left me in

no doubt that they will not support the prineiple of such a chaogs,

%

Although we could gitempt to meetl some of the criticisme by
variouse conceasiong, these would c:r'ue‘.lt*lill,}' reduce the bepeflilta

fie hoped to dchleve 1o toerme of apd staff savinge,; =snd

pressures Yor yeti further concessions in Parlisment, All

|

I do not =4 i

ink we could get adequate support in the Houge

aysiemn 10 any worthwhile form.




kave consul ted Geoffrey Howe

o the ‘reaponas to the Consul

tetive

to incliude the necessary legislstive

Finance Blill, &8 we had intended, We

arn el

wlth

ing evagion by followlng through

ppecial enforcement campaigna in
Az

police and through generally
havre the

I will ©

I aleo now

enlorcement, on whieéh

I would likge to Bnpounce this

o elapify the position T the

ax

provislions

Bl

banefit ol

that 1

n view

ghnoulid rot at I.l."."lLl!.

10

e

wild npowevap

el'lT'ocrts

.
&
L

co=0paration with

tne. "Ra

e writing separately

the Select Commlittee on ?I':n:‘.ﬁ_L‘.CI‘-‘.-, whiech

congldering including tax on possession

Ferhiaps I could assume that unless I

play on Tuesday 16 December you have nc

gk sehding copies of this minute

hwnitelaw, George Younger,

Stevaa; Sir Dersk Eayvner

NSX

P

g

HORMAN POWLER

Ln

An

Nicholars Edwards,

T undepratand

1t8 uture

hesr from you by

b1
obhjiectlionsy

i

memos s

"
i [

WE

2%t yesr's

concentrate
BT

the

making

tightening up our own enforcement

yoner study!

to you,

progranme.

=

close of

E Committee,

CIRET]

and Sir Kobart Armstrong.
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The Rt Hon William Whitelaw MP
Home Secretary

Home OIffice

dusen Anne's Gate

LONDON

BEW1

=1
P) SRR SR

Thank you for your letter of ijﬁne about changing

the basls of wvehlcle excise duty to a tax on possession.

Tou had one reservation on the question of offences
and 1 am afraid the draft consultation paper was not very clear
on this point. If we were to place sole responsibility for
‘continuous licensing on the registered keeper, there would be
enforcement difficulties whare inagcurate or deliberately mis-
leading information had been notified to DVLC., This is why we
feel we need to retain our present powers to prosecute anyone

an unlicensed vehigle. Normally of course

red keeper but we must also be able
motorist stopped while using an unlicensed
of the pname recorded at OVLC. Once
eriforcement Ifrom the computer begins, in the second implementatio
stage, this provision would mainly be & fall hack to deal with

determined evaiers.




I have amended the consultation paper to make this
more clear and asked my officials to discuss with yours whether

sgeparate offences would be necessary to achieve pur aims,

:opying this letter to the recipients of

k Buas,

NOAMAN FOWLER




CONFIDENTIA]

Treasury Chambers, Parliament Street, SWIP 3AG
Ql-233 3000
18 June 1980

The Rt Hon Norman St John-Stevas MP
Chancellor of the Duchy of Lancaster

Do Woyer

VEHICLE EXCISE DUTY: TAX ON PuuuPHJ ON

Tharik you for your letter of 23 May in which

you asked whether 1t would be possible to

inglude in next wyear's -113::¢ Bill the necessary
provisions i{¢ change the basis of VED to

& TeX on . possession.

Thege are very early days to judge what the
erandq will be on space in next year's

Finance Bill and I am reluctsnt to enter into

50 early a commitment. MNevertheless, 1 recognise
the djfficully of finding space elsewhere for
these provisions I am aware, too, of the
desirability of 1mpLHmenti15 the change &8 socon
a8 possible sc that we can tackle evasian

more effectively while achieving further staff
gavings.

I am accordingly prepared te accept in principle
that epace should be found in the 1981 Finance
Bill for these provisicns.

I am copying this letter to the recipients of
Yyours.

GEOFFREY HOWE

CONFIDENTIAL
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VEHICLE EXCISE DUTY: TAX ON POSSESSION ' j!’

Thank you for sending me a copy of wyour
letter of 15th May to the Chancellor of the
:E:Il:: oeguar.,

I am content with the broad outline of the
draft consultation paper, and I krow that the
police too agree with the proposals becalise tax
evasicn would be reduced and the vehicle owner
record at Bwansea would be improved. I have only
one small reservation. If we intend to place the
responsibility for continuous liceneing on the
registered keeper, the failure to pay duty is his
elone. In these circumstances there does not
seen to be justification for retaining (as is
proposed) a separate offence of using or keeping
an unlicensed vehicle on a public road,

I am sending copies of this letter to the

Prime Minister and the other recipients of
yours.

The Rt. Hon. Norman Fowler,




SCOTTISH OFFICE
WHITEHALL, LONDON SWIA 2AU

The Bt Hon Norman Fowler MP
Minister of Transport
Lepartmant of Transport

= Marsham Street

LONDON

EW1F 2EB

VEHICLE EXCISE DUTY: TAX ON POSSESSION

Thank you for sending me a copy of your letter of 1;EH33 to
Geoffrey Howe. \

1 would agree that there are considerable advantages in the change
you propose both in staff savings at Swanses and in reducing evasien
with consequent finanecial savings. But I agree that there is need
for public consultation and I em content with the draft circulated
with your letter.

I am copying this letter to the recipients of yours.

GEORGE YOUNGER




Py

DEPARTMENT OF IMDUSTRY
ASHDOWN HOQIISE
123 VICTORIA STRELT
LONMDON SWIE GEH
TELEPIOME DIRECT LINE 6i-212 /504
SWITCHEQARE ©1-112 7616
Friaat e
Adandaray of Sraksy

Lord Trenohsd

The Rt Hon lNormsn Fowler MP
Minister of Tranaport
g Maroham Street

London SW1P 3EB

o 44
r._?-.:t. e .':-. .-. & -"ﬂ_- -L = S
VEHICLE EICIBE DUTY: TAY ON POSSESSION
In Keith Josenh's sbsence abros L am writing
o confirm that 1 have no of
lasuling “he consaltatio:
to your letter of 15 IMay

Copies fo to the recipients

LORD TEENCHARD




'swnum GYMAEIG ATy WELSH OFFICE
GWYDYH HOUSE A ke GWYDYR HOUSE
WHITEHALL LONDON SW1A 7ER el WHITEHALL LONDON SwWih ZEA

Tel. O1-233 3000 (Switstwedd) Tel 01-233 3000 (Switchbosrd)
01-233 6906  (Llinall Urian) 0-233 6106 (Derect Ling

O wrth Yegnfanmod Gadadal Symro Hon MNicholas Edwards MP Fram The Sacratary of State for Walss

2 June 1980

D Noe

YEEICLE EXCISE DUTY: TAX ON POSSESSION

Thank you for copying to me your letter of 15 May about the issue of a consult-tion
Daper.

1 have nc comment on the text of the paper. As Beoffrey Howe says it railses a
mumber of difficult issues and no doubt there will be a veriety of not always
sympathetic responses.

Certainly there will be worries in the Swansea area about the Implications for
employment at the Vehicle licensing Centre. You refer to that in your letter.

My concern would ko not at the prospect of staffing economies, if these formed
part of s more gcceptable rationslisation of VED, but at the prospect of additional
redondancies in the Swansea area which ia already particularly hard hit. Indeed

I will be arguing for a reacsessment of its aseisted area status in the context

of other poseible changes ol status in South Wales.

I am sending copies of this letter to the Prime Minister, Chancellor of the
Exchequer, Bome Secretary; lord President, Chancellor of the Duchy of Lancaster,
Secratary of State for Industry, Scotland, ¥nergy and Sir BEobert Armstrong.

The Bt Hon Korman Fowler MP
Minister of Transport
Department of Transport

£ Marsham Street

LOMDON

SW1P IEB
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Civil Service Department
Whitehall London S5W1A AT
Telephone O-273 3000

Mimlyrer of Xiwte

The Rt Hon MNorman Fowler MP

Miniaster of Transport

Department of Transport

2 Marsham Street

LONDON SW1P 3EB 44 M=y 1980

e

1L

VEHICLE EXCISE DUTY: TAX ON POSSESSION Lﬂ[af

I have seen a copy of your letter of 15 Hay to Geoffrey Howe
about Vehicle Excige Duty. [

I firmly support your proposal to circulate the consultation
paper on the possibility of adopting tax on possession.

The savings of 200 to 300 staff which would flow from the
proposal are important, particularly in view of Cabinet's
decision on 1 May to make further reductions in the Civil
Service by 1984.

I am copying this to the recipients of your letter.

N\

PAUL CHAINNON




TAYX O POBSESSICHN

Norman FPawleo ¥ me a copy aof
proposing the publication of a 'ﬁu~
amending the has of the Vehigle
possession,
ages of this proposal, in terms both of
and of reducing evasion. 1 was, however,
Harman was thinking of introducing
h ] next session. The possibility of
was not drawm to the attention of QL, and no
made for legislation to implement proposals
in a separate Fill Tor next seaaion or

1aportd Bil 1,

you Heve it in mind $o include I.'|-.-
rar's Finance Aet: if 8o,
not Re Lo Lhape aotild bha no q:l-m.'."lcn "_“l‘r a Eapa

next sees r'“; over, I shounld myself b “ﬁ1unhnnt Lo
consider adding the “‘ﬁTi‘:iuﬁ to the Tran t Bill. The
already has a bight bimebable, with a good nf work yet
be done ¢ he next w months if it is t e ready for
12br9ﬂwc“' : promised; in Novemd W will recsall the
comments that were made at last week's Cabinet neeting about
the undes 1 congeguences of seeking o add fur:hﬁ" PToOpoSals
to an exasting Hill, and 1t seams o

woitld e ViERIy 'I"-:JI'I; oy n'l:'i_:_u aTid

the 80 clauses at present stipulated
were now to be contemplated.

Ferhaps you could 1 ng know about the changes of including

thesa provisions, if agreed, in the Financs %111. subject to
that, while I would, of cours have no © tion to the
publication of a consult JRAPET 107 28 text would
make clear that th 1My T F an Ty ipiglation had
vyat to be determined,

. letter x Prime Minister and other
1' "-.'JI*' an Fowle letter, and, of course, to

o

' —

Tha Kt ' [ rey Howa, QC

guer




Treasury Chambers, Farliament Street, SWIP 3AG
Ol-233 3000
. A2 May, 1980

The Rt. Hon. Norman Fowler, MP.,
Minister of Transport

T

VEHICLE EXCISE DUTY: TAX ON POSSESSION

Thank vou for your letter of 1
to the issue of a consultative
of making VED & tax on possess

5th May inviting agreement
_paper on the possibility
1T .

I apree that this is a4 very desirable change both because
it would enable usk to tackle evarion much more effectively
and becausgse it would make possible further staff zavings.

I can quite sege, however, that there are & number of
difficult issues on whicih it would be as well to consult
with the interested bodies before we reach final decisions.

I am content with *he draft consultative paper.

1 am copying this letter to the recipients of yours.

e
Al

GEOFFREY HOWE
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FEIHE Fm 1 <TC
The Rt Hon 3ir Geoflfrey Howe QC MP
Chancellor of the Exchequer . _
11 Downing Street lov asked Hhis
LONDION
a4 fﬂmlﬁj ""-L'Wb 'H"'(
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ke publishd ow
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VEHICLE EXCLSE DUTY: TAX ON POSS
When Cabinet declded on ] November last year
Vehicle Excise Duty (VED) should be retained, I was
to achieve all possible steff savings on the lines
&
in my memorandum (C(?9)52). In paragraph 5 of the
memorandum I pointed to the need to tackle evasion
: o
attraction in the longer term of the idea of a tax
—

possession on which further study was in hand. 1 now seek
collenpues! agreement to going out to public consultation

on the possibility of adopting tax on possession, and -a

Lig

gdrafit consultation paper is attached,

The:paper links change primarily. to the need. to

. | . i + ¥ i L 5 e T -
Lt 1l L — & E s 5 ¥ Il E H i L

circumstances particularly lmportant, advantage that there
will be further staff savings. The change would produce an
initial saving of about 100 posts and we should be able To
save 100 to 200 more 13'::-?n. All these savings would he
at Swansea and could be achieved Dy natural wastage. From
my point of view I believe that this oppoertunity must be
taken to engble me to make further contributions fto regucing
the size of the civil service beyond the savings 1 have

already promized in my Department.




In any event the case for the change 1s sirong on
grounds of improving enforcement. Estimatesz suggest that we
might currently be losing about £100 million a year through
evasion, Ewvasion is strongly PEEEE?E& by the honest mozocrist
who bellieves he is subsidising the tax dodger. Indeed
those who felt we should have sbelished VED polnt to the
elimination of evasion as one of the main benefits which

such & decision would have brought.

I have taken a number of measures against evaders.
With the help of the Nottinghamshire police my Department
mounted a successful campaign in Nottinghamshire in February.
I am planning another in Warwickshire in May and I hope to
secure the co-pperation of other police forceg for similar
attacks on evasien elsewhere. I have also set in train,

in consultation with Derek Rayner, & special study of

=

enforcement from which I hope we shall find other ways of

improving our enforcement

But whilst more can be done to reduce evasion under our
present system, my studies indicate clearly that cur effortas
would be more effective if we changed the basis of taxation

= 'l e I-.-_'_"-'———
to provide that tax 1s paid for having & car, rather than,

——
as at present,

Under the present system, & wvehicle has to be seen,
apparently uwnlicensed, on the road before evaslon is proved.
Many wvehicles which are so spotted turn out to be licensed
but not displaying their disc so time is wasted in checking.

We cammot use the computer record of non tax payment for
enforcement bhecause a vehicle keeper can simply say that he

was not using the vehicle.

A tax on possession would be payable contlmaously
from first registration and 1t would not be possible for
evaders to claim non use, Morecver, since there would be
8 liability for duty on the current keeper, buyers of cars
would have a strong incentive to ensure that tax had been
paid up to date; thus the public would, in effect, be

—

enforcing for us.




The change would not be popular with ell vehicle owners,
Slnce breaks in licensing would not be relevant, we would
no longer be providing refunds of tax when & vehicle 1is 1aid

up for more than a month. I would propose, however, to maks

special provisiona Tor vintage and veteran cars which apre
geldom, if ever, used and for longer term laying up. I would
aleo male no change in the present ves basig for heavy lorries,
whera the rates of tax are high snd where vehicles are often
laid vp for 8 time for malntenance, These should remove mach
of' the more Justified opposltion, though I would stlll expect
criticiem from the motoring organisations end dealers that we
were tading eway some existing rightas. But meost people these
days licenee thelr careg pontlipvously anyway and would accep

the change ag the best method of reducing evasion,

There would be pther beneflits, There would be additional
revenue asnd an improved vehlcele reglster at Swansea which would
help the police,

Leglslation would be needed and could be ready for
introduction in the next sessaion,

I should be grateful for your agreement snd that of other
colleames to the fassus of the sattached paper, 1 am sending
coples of this letter and enclosure to the Fripe Kinister,
Willie Whitelaw, Keith Joseph, Christopher Soames, Georpge
Younger, Nicholas Edwards, Norman St John Stevas and David
Howell and to Sip Robert Armstrong,

A

-

{
e Qi |
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FORMAN FOWLER
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details, =uch a3 the keeper's name and

He is not obliged to inform DVLC if he

because he is not proposing to use the

6, At any one time the IWLC records show that sbout 20% of

a1l wvehisles are unlicensed. Aboulb halfl of these may be

legitimately unlicensed becsuse they are 1o dealers’ sbocks,
1aid up for repalrs have been serapped or exported
not notified [ g licenging authority. But it
been estimated ti ' car owners are evading the

duty: some for a month or two, but others lor longer periods.

The loss of duty from cars alone could be as high as £75 million

another £55 million from other vehicles.
MEASTIRES AGATHST EVASION

., Because VED is a tax on use, action against possible

evadersg can only be contemplated if an unlicensed vehicle i3
gighted on the public road. Reports come mainly from the

police and traffic werdenz on the basis of obaservations made

by them in the course of their general dutica. Almost 1 million
reports of apparent unlicensed use are received each year., This
falls well short of the mumber of wehicles estimated to be
evading at any ooe time. About 4 elther turn out not to be
actionable hecause the wehicle was in fact licensed at the time
and the owner had simply falled to display the licence disc
(though that in itself is an offence) or relate to a vehicle
which has been quickly relicenszed and the arrears of duty paid

voluntarily before enforcement amction is taken.

da &
I

8. . Against that background the Department

e T S B SR e T A S P T L a
consultavion with Home Qffice and

night be teken %o make enforcement

to stepping up the normal enforcement effart, the Department

DT
hope to mount a series of speclal campaipns, supportad by the

police, in selected areas. The first of these was carried
eut in February in NHottfinghamshire with most encouraging

resulte. Advance publicity lec a0 incroeace in licenging

- el L L LR

and. jio-roadside - TE oo motorists ware deteected

without current 11 e discs A second campaign will be




conducted in Warwickshire shortly. It is hoped that these

campaigns will generally discoursage the evader,
TAX ON POGSESSTON

9. As indicated above, the present basis of taxation means
that evasion can he nroved only if a vehicle can be shown to
hawe been both unliceneed and in use. The concept of tax on

oszsaesion ia that VED should be payable on every meéchanically
propelled wvehicle from the €ime it i8 first registered until
o

it ie exported or scrapped. There would be no pruviniﬂn far
IEfLJdE, axcept perhaps for scrapped and exported -
1n eTa . from duty for laid-up wehicle
arran;emunLL might be needed so that owners of ﬂtolen cars
to renew the licences for them if they were
not resoverad.
=

0. It would be an integ wt of the system that licences

part systen lidalan g
would e trangferred with hicles on sale, and similarly
liability for any outstanding duty would 12 Wwith tha vehicle
to a new keeper. A motorist renewing a licence after a lapse
would be required to pay the back duty on renewal, and possibly
a penalty surcharge. 1t would follow therefore that burers

£ vm

would wish to see a current licence disc displayed to confirn

the licensing sition At the time of purchase.

1ll. To obtain the full advantages of administrative
and reduced opportunity for evaslon achievable under
ayetem, no gans in licensine would be allowed., De
therefore b¢ reguired to renew any licences which
vehickes in their possession.  They.-would then no

the price of fthe ¢ar on sale (and on pq:::::e] t0o reflect the

value of ang N THELY a8 overnnent

would be 1 - > change in practice for dealers, although
in many cas A i s paperwork for them since at

present they 2l apply for a refund on the unexpired portion

of s llcence an hen buy & new one when they have a buyer for

the vehicla. Soe arrangerents might be necesegary to allow




deslers to btuy licences without becoming the reglstered

keeper of the vehicle and thus adding to the recorded number
of previous cwners. An sdded asdministrative advantage of all
vehicles held o rg being lirensed would b the reducsed

need for trode 1 a8 to be jssusd.
_'Ir{:'_.u 1._u.rJ:|

12. Under the current gsystem, attemnts to follow up vehicles

whose licenceo hed lapsed without gpparent resson would be

wastelful in cost and effort since many would turn out to be

off the rosd at the time and therefore legitimately unlicensed.
e

With tax on possession it would not be necessary to prove that

a vehicle had been used on the public rogd. Moreover because

back duty would be payable by the current keeper, it would not

be necessary to show when e had acquired the vehicle, Thi
liability to back duty would zlso encourase those buying a car
to imeist that it 1s currently licensed, so a wvehicle for which
duty h: an evaded would become more difficult

Reniorts ol L cighte

{ox ﬁlaewnera} would F‘j-l need to be folleowed

partly to detect and deler motorists who fail to

up to date with changes of address or keeper.

to license wehicles continrucusly, the computer record could

* unlicensed vohicles snd thus to initiate

Full and effective use of the computer record to pursue
vaders depends upon its bteing accurate and uon to dete. The

D‘DEfﬂf ﬂlﬂauli B a0 NOot necesgarily ensure o prompt and
of ‘acquisition hy & new keeper. A new

uwhaprebiyr ge

1M1 1 e i
n L B R S | - & J & i Lil

course be
liability
number of rosdé
henafite will

d-

1= 0 il are




14, Failure to license a wvehicle in one's possession would

be sn offeéence subjeet to a fine, probably se=saw Tclated to

the amount of dubty owed, There would alsoe be an oblipation

to pay back duty for the unlicensed period, perhaps

by & power Lo dimpound a wvehiecle in lieu of payment.

eem to be ne Easary -o retain 83 & SEpPATATE nffenc

keaping an unlidensad wvehiele om the public road, aon

'_I:'l“'l".-Eul"_‘E".'l._il'."!'. of a DE T SOT] borrowing or using an unlicense

of which he is not the registered keeper. The offence of failure

mce might be widenad

to requ
1gsuad, whether current or not.

both aasist in detection of unlicensed vehicles

prospective purchaser to establish eny outstanding

for duty. Thase measures would greatly reduce the

motorist succeeding in evading VED, and combined with stiffer

penalties would reduce the incentive to evade and hence the

level of evasion.

OTHER IMPLICH

Longmar Tarm Lavings Up

15, Tuty would econki

under repnir

gnd reconstruct
sadvantaged 1T they ha
vehicle excise duty. It might therefeore bhe pogsible to sllow
gxenption on advance notification for prolonged pericds of laying
up, with a2 minimum of say one year. If & vehicle returned to
the road within the year, duty for the whole period would be

Ea bRl |
:ﬁ' T BB

. o
LEBI'AaN LATS

~gr cars which =re

=
B

used ) nly occasion ¥ on the public road:

ionary rate for all vehieles over nnyi?E

wf

simplesat aolution.




Hoavy Goods Vehicles

17. Haavy g g vahi 1 present special problems,
at much higher rates and where such wehicles are lnid

for a short time, the amount of a refund can be substa

The Government 15 conscious Bhat the industry places spacia
importance on the refund facility snd indeed has made stronz
representacions for more flesable grrangenents, 1ncliudine the
posgible introduction of date-to=date licensing inolusion

F L L - I & -5

of g1l wehicles in a new system of tax on possession would have
clear advantages in terms of mdministration, inecluding in
particular enforcement. At the same time the Government recom-
nise that the ending of the refund arrempements would ba likely
Lo be viewed with particular concern by heavy gpoods vehicle

OPETRTOTS . =

Ny o Not TOEre=-
fore propose change e present use basis of taxelion for

tThaese veEhlcle

[neauranes and Test Certificatesn

18. At present insurgnce and roadworthiness test certificate:

are checked before a vehicle licence is issued. There would

re
gbout these checks wlith X On pos&ession
roadworthiness requirenents arise only when =
be used. Such checks sre important from sz road
safety point of wiew gnd it will be necessary to consider how
the difficulties might best be owarcome. Possgibilities inalude

the introduction of separste insurance and test dises or perhaps

gome sSpecial Tform of declaration, but there may well bte other

options.

CONCLUSION

19. The Government are determined to reduce evasion of
Whilst more can no doubt be achieved to that

present syster ' 1 it seems clear that

i to prove much

ing administration




20, The Government ! gnige that thers could
pnrobleme so far & sers and traders i
concerncd. They G ve, however, that

e = T o
1 1S > WhOo =3 SEala gt

1tly licensed and who will support measurea

eliminate the cpportunities which some seek to

g o
EL LA

71, Eefore reaching conclusions, howaver, the Government wish

to be fully sware of 1l iews of interested bodies on the

that 5} Lol ] —r T
NEsE H: D

poszible changes se ;- in this paper, ‘B0 that
taken into accoung. The Government g0 be studying
glstration then untries and

1
= Bl FH . ] Ll
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enforcement




10 DOWNING STREET

PRIME MINISTER

¥r. Fowler's statement
had to be broupht forward
to the previous Friday in
view of indications that

it was leaking.

e o=
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10 DOWNING STREET
pRIME MINISTEL

You gueriad the reference
to a tax on vehicle posSsess5lon,
which Was included in
Mr. Fowler's statement on VED.

In the event, the stata-
ment had glready been made when
you saw it, as you had little
chance to work on your boxes
last week.

I attach a note explain-

ing the issue, on which Mr. Fowler
proposes to lssue a consulta-

tive pARper.
4

—_— 'u_';
{ U
7 December 1979 HNJE;

e
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DEFARTMENT OF TREANBPORT
2 MARSHAM STREET LONDON SWI1F 3ER

Mike Pattison Eaq

Private Secretary to the

Prime Minister

10 Downing Street & December 1979

Vehlcle Excise Duty

I promised to write to you answering the Prime Minister's
query about the reference to tax on possession in the Vehicle Exclae
Duty statement,

At the moment motorists are not liable to pay VED unless they
use their vehicles on the public road, Many motorists allow their
licences to lapee, some leglitimately because the vehicle is off
the road but others are simply evading the duty. Tax on posseasion
could take various forms but essentislly motorists would be liable

to VED on any vehicle in their possession, It would be for
conaideration whether There could be breaks in licensing or refunds
in particular circumetencea., Tex oo possesslion would faclilitate
enforcement because it 1s easler to prove ownership of the vehicle
than use. And, because all (or most) registered owners would be
liasble to VED, we would be mble to use the computer record to
identify and follow up evaders,

The Minister has made it clear that no conclusione have been
reached on whether there should be a tax on possession or on the form
it might take, But it is one possible way of simplifying the tax
and cutting down evasion and therefore achieving economies in its
operation. The Minister therefore thinke it right to conalder the
idea as & poasibllity for the longer term, With this in view he
would propose to issue a consultation paper sometime in the New Year,

I am copying this letter to Martin Hell and Martin Vile.

Jors
Bl

MRS E C FLANAGAN
Frivate Secretary




10 DOWNING STREET

From tha Private Seepatary F
g } = Bl 3 December, 1979,
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Thank you for vour letter of 29 November to Nick
Sanders, about your Miniaster's announcement on Vehicle
Excise Duty.

The Prime Minister did not have a chance to look at
this until the weskend. dhe was concerned at the reference
to a tax on possession, She would have preferred thers
to be no mention of something whose meaning was not
clear and which, she felt, would give rise to great
approhension andmisinterpretation. The Prime Minister
has asked how Departments are to fiond oul about possesgion.

Althoughi the statement has now been made, it would
be helpful if you could let me have a note on what
Mr. Fowler has in mind in respect of a possible tax on
possess1ion.

Mrs., E.C. Flanagon,
Department of Transport.




Wririenn Answers LE

£ () over £2 but less
(k) over £10:
Il ppdate table 123 i1r|- Iih:
Benefiia Commission
1976 :
puck  the Sopplementary
isdion has pakd out 4o
a) exird weekly pavroents
um payments lor each year
nd if these data could ba
rding to (i} the number of
hed in cach catepory and
b pavment to cach group,

erz T shall l=t the from.
3 reply as soon as possible,

(Henting Addition)

ked the Secretary of Stare
m,uui the estimated

ners who wore found by the
pvey in the wintar -'.Ir 1975
pting a heating addition for

eligible, how many were
pw 75 years of age.

r: I shall let the hl:rn_
B feply 25 500n a3 possible.

Alboriions

asked the Secretary of
| Services how many abor-
carried oul in each wvear

slnciion of the Aborrion

t The tofal nombers of
ormed  in Englind  and
veurs 1968 (o 1978 were

3,641

54319

B6.565

16,177

159884

167,143

15840

138.70®

125673

133, 0d

1a1.558
are for only eipht months

o 31 Dhecember 1968)

'!rr1' Closores

o the Secretary of State
whether he has pow
letter 10 the chairman
West  Thames regional
¥ Oof 23 August, as pro-
i Friend the Minister of

&5 Writran Answerp

Health, and whether he will fiow con.
firm that the letter should only :r}pp]:.- 1]
small

the most temporary closurss
unifs and sub-units.

Dr. Vaughan: T refer the right hom,
Member to my reply to the hon. Member
for Wood Green (Mr Race) of 26

November, As regards closure procedures,

thz lziter he refers to does no more than
resldle existing requirements set oot in
regulations and Departmental guidance
—{Vol. 974, o 466],

Fharmacisty

Mr. Moyle asked the Becretary of State
for Social Servicas whether the considern.
tion of the notional salary for pharmacises
will proceed despite the consideration
being given by him to the Franks com-
mittee report.

Dr. Vaughon: Yes,

Enmings-related Supplement

Dr. McDonald asked the Secretary of
State for Social Services what was  the
fverage payment of earnings-refuted
supplement paid with (a) imempoyment
beneftt, (b) sickness benefit, fc) widows®
allowance and (d) maternity allowance at
the latest date for which the information
15 available,

Mr. Prenfice: The informalion
requested as at the Tatest dates For which
figures are available is as follows -

(o) £5:62 & weok—at 9 November 1578,

{b) 936 0 wesk—ar 3 Tume 1578,

(e} L10-6% o week—ig respect of pwards of

eamings-related addition in the six months
ending 31 December 078,

() £703 a2 week—at 31 March 197%

Europesn Community

Mr. Leighton asked the Secretary of
State for Social Services how many of
his officials were sept by Brussels in 1978
to discuss EEC matrars - what was the
tolo]l man-days involved ; and what wis
the cost to public funds of tcavel and sub-
sistence, including sums reimbursed by
the Commission.

Dr, ¥Vaughan: | understand that in the
calendar yenr joO7R officials  of this
Department made 252 journeys abroad to
attend meetings of EEC hog £, involving
661 man-days. The approximate cost was

16 & a7

I NOVEMBER 1979

Weltvten dnswers &32

£44.000, of which approximately £37,000
was reimborscd by the Commission,

Investigniions
Mr. Meacher asked the Sectetary of
State far Socil Services how MAny cases
of alleged legal and financia) irregularis
tizs have been investigated by his supple-
meniary benefits staff in -ach of the past
five years ; and with whai resuliz.

Mr. Pairick Jenldn : | siall let the hon,
Member have a reply as soon as possible,

TRANSPORT

Yehicle Excise Duty

Mr. Marland asked the Mimister of
Transport whether he will make a state-
ment om his review of wehicls EXCisE
duty,

Mr. Fowler: The Government’s
review of the operation of vehicle Bxciss
duty which I announced on 25 May has
now been completed.

We have carefully considersd the argy-
ments for and against abolishing sxcjss
duty on petrol-driven vehicles and replac-
ing it by increased petrol taxation. Bur
We have concluded that the case jg Aot
sulficient]y stropg to iuslil':.r this major
changa, We were particulicly concemed
that abolition would place tog big a
share of the burden of matoring axaton
on high mileage ryral moborsts  and
cssenilial business users  Over £100
million a year could have been addsd to
business costs,

The review has however shown that
the administration of the duty can be
improved, It has lready been possible,
over the past 12 months, to save 400
stall and we have now identified further
ravings of over 1,000 siaff These wil|
involve  post  offices bandling  more
licensing work than they do at B,
Details are being negotiatied with the
Post Office and will be annoimced jn
due course. 1 am about o start
discussions with the staff side on this,

I am also investigating changing (he
minimum licensing period From foor to
Six months ond introducing & EtAmmp
savings schems. 1 ghall be consuliing
interested  orgamisations ebowt  thig
immediataly,
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I am determined that evasion should
be tnckied more effectively, | PO
o increase the enforcement efort and |
am considering new methods, inchading
intensive  enforcement . campaigns  in
selected areas.  For the longer ferm we
are alo studying the possibility of a tax
ON POsiEssion,

Overall, these changes will lead to a
reduction  in - administeative costs and
stalfl.  They will - also pive motorsis
penerally a maore convenient service than
they mow fave.

Trunk Roads (Greater Londan)

Mr. Lambore asked the Minlster of
Transport if be is satishisd that the dock-
land southern relief road fts inio the
strategy outlined in the Grester London
development plan for trunk road schemes.

¥r. Kenneth Clarke: The docklonds
socthern reliel road would not be a tnmk
roxd, It would fall within the definition
of sccondary roads in the Greater Lon-
don development plan and would fit into
ths road strategy outlined in that plan.

All

Mr. Lamborn asked the Minister of
Transport if the realiznment of the Al3

in the4ondon boroughs of Barking and
Havering will be alfected by the cufs m
the rond investment programme.

Klr. Kenmeth Clacke : We are reviewing
the timing of schemes fn the tronk road
procramime a5 part of our commilment o
contain public expenditure, Until this
review s completed T am unable to suy
what effect It will have on the A13
improvement betwzen Dovers Corner o
the GLC boundary.

We have no proposal in sur programme
‘t0. realign the Al3 ia the London
boromgh of Barking. We shall be pub-
lghing our revised propesals in a White
Paper in the New Yeor.

Transportation Studies

Mr. Stephen Ross asked the Minister
of Teansport if he will take steps to ensure
thal all transporiation studies on which
road planning is based are poblished.

Mr. Fawler: For trunk roads, my aim
is to muke available as moch relevani
information as possible, subject ulways to
the nesd to aveid CAING UNNCCCISAry
blight or breaching the confidence of

1850 18
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others. While, far that reason, it may ot
be poasibls w publish certain studies,
relevant information will be provided m
conneclion with (runk road schemes on
the busis set out in paragraph 31 of the
report on the review of highway fuquiry
peocedures—Cmnd. 7133,

Publication of studies commissioned by
local authorities is a matter for them.

Mr, Stephes Ross asked the Minister
of Transport whether ha will ensure that,
in any future publicly funded transposia-
tien studies, unfair comparisons are mot
made by using a publie transport option
which leaves. out buses and trains in
Favour of usproven technology, and come
pering it with traditional methads of ¢
transport. --

AMr. Fowler: T shall seek o cnsure
that. in o far a3 T am respomsible for
such stedies, they make nic COmpParisons
between all the available options includ-
ing. where appropriale, improvements to
convenlional poblic transport services.

Indosirial Rostes (South Woodiord)

Mr. Lambom asked the Minister of
Transport if the two new docklands road
links, betwesn South Woodford and
Barking. and South Woodford and
Hacknzy Wick, will still be given priocity
ns industrial routes, despite the cuts in the
road investment progranmme,

Mr. Kenneth Clarke: We ars review.
mg the timing of schemes @ the trunk
road programme as part of our commit-
meal to contzin  public  expendimors,
Lintil this review is completed | am unable
to gy what effect it will have on the
South Woodford to Barking: relief road
and the Hackney to South Woodlord
link. We shall be publishing our revised
proposals in o White Paper m the New
¥ear.

MNioath Circular Rowl

Mr. Lamborn asked the Minister of
Tranaport il the programme for bringing
the North Circular Ioad up 1o & consis
oot siandard throughout will be affected
by the cuts in the road investment
progrimme.

Mr. Kenneth Clarke: We are review.
ing the timing of schemes in the trunk
progamme a5 part of our commif-
ment o contaim puble expenditure. [l

tiken of
lead

Aserstment
further ae
from vehijc



The review of the operation of Vehicle Excise Duty which I
amnounced on 25 May has now been completed,

We have carefully considered the arguments feor and against
abolishing Excise duty on petrol-driven vehicles and
replacing it by increased petrol taxation. But we have
concluded that the case is not sufficiently strong to justify
this major change. We were particularly concerned that
abolition would place ton bhig a share af the burden of
motoring taxation on high mnileage moterists, including some
rural motorists and essential business users.

%
‘The review has however shown that the administration of the
duty can be improved. It has already been possible, over
the last 12 months, te save 400 staff engaged in its admini-
stration. We have now identified further savings of over 1,000

A e s & e S R B

staff. These will invelve post offices handling more

licensing work than they do at present. Details are being
negotiated with the Post Office and‘'will be announced in

due course., I am also investigating whether there is scope

for changing the arrangements for the minimum licensing period -
currently four months - and for introducing new arrangements
payment by stamps. '

We shall also be putting more =ffort into tackling evaaion.
I propose to increase the enforcement effort and I amn
:ﬂﬂ;iﬂﬁ}iﬂg n%w metheds, including intensive enforcement

scampaigns in selected areas. We are alss studying the
implicatiohsaf a tax on posseszsion and if it looks feasihle
We aha]:_l.; conapdt the interested organisatioms about the
possibility.




These changes will lead te a reduction in administrative costs
and staff. They will also give motorists generally a more
convenient service than they now have.

1 am about to start discussions with the staff gaide abpout the
implementation of these changes.
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We spoke earlier this afternoon about my Miniq+er’5 decizion
to make a statement on Vehicle Excise Duty 4 tomorrow. I
explained the background then.,

I now attach a copy of the written answer my Minister proposes
to give. -—

I am copying this letter toPrivate Secretaries to members of
the Cabinet and to Sir Robert Armstrong.
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MRS E C FLANAGAN
Private Secretary
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Treasury Chambers, Parliament Street, SWIP 3AG
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YEHICLE EXCISE DUTY

I must apolegise for not recording earlier the
conclusions of ‘he meeting between the Chaneellor of
the Exchequer, your Minister ard e, dhanﬁan,
Minister of State at the CSD, which took place at
No.ll, Downing Street on 13th Kevember. -|q—*-'1 B
Grif "1--]15, Rosenfeld and Williame, from the Treasury,
Department of Transport, and the C3D respectively
were also present,

On the assumption that Mr. Channon would be
ﬂb]igf':? to make g statement on the Lord Prezident!?
exercise, it was agreed that it would be impossible
nok to make some announcement of the Government's
decieion not to abolish TEDR., My, Chantion =sid he
aiming to get & paper to Cabinet this week, with a
view to an oral statement on 27th November, It was

“.r.ri-"ﬂ subject only to a final decision when the
precise shape of the stalement beecams clear, that your
Minister would announce the decgision in a Written
Answer %o co-incide with ¥r. Channon's shatomant .

A number of points werc made in discussion:-

{i} A1l agreed that the decision would eally be
announeced in the context of a Fuuvtz; but that
an announcemsnt could not be delayed long enough
for this to be possible.

Your Minister, although accepting the decision
reached, felt thalt Conservative backbene
D“Uu-JUMr EEH%W-P'HLLiGL was considerable, and
that announcement by %$he Chancellor was more
1ikely to ﬂEquﬁl:LF eritieizsn from this guarter.




11 ) t was agresd : the VWritten Answer should

be couchHed as 88 possible in scoanomlc
rather than motoring/transport terms; and th
as much capital gs possible should be made o

of the manpower eavings which would be made

despite the decision not teo abolish VED.

I am copying this letter to the Private Becretary to
Mr. Channon, and to Tim Lankeater, Bill Burroughs and

Martin Vile foy information.




Ref: ADG3l

CONFIDENTIAL

PRIME MINISTER

Abolition of Vehicle Excise Dty
(C{79) 50, 52, 53, 55 and
Sir Kenneth Berrill's minute of 29th October)

BACKGROUND

The previous Government announced last year its firm decision to
phase out Vehicle Excige Duty no later than 1983, It then published a
consultation document (copy attached) about the procedure. Consultation was
nearly complete at the time of the Election. The Minister of Transport,
without consulting all his c¢olleaguea, then announced on 25th May that the
decigion would be reviewed, Since then, an official working group under
Treasury chairmanship hag prepared a report. This is circulated with the
Chancellor's paper {G[T"ﬂ,ﬁﬂj, In his covering paper, the Chancellor
recommends the retention of VED, This has attracted three sets of counter
proposals: from the Lord Preszident {C["r"?]'_é_ﬁl: the Secretary of State for
Energy (C(79) 53) and the Minister of Tr-:ln_upurl. (CL#9) 52) all arguing the case
for abolitdon,

—epm
2. The timing of this discussion is governed by the Civil Service staifl

mumbera exarcise. Abolition of VED, as the Lord President points out,

-

would make a very big contribution: a met 1,450 staff at £8 million a year,

compared with the al ternative proposals put forward by Mr, Fowler (which
depend on putting a good deal of the work on to the Post Office)., You therefore
agreed that it will be sensible to take VED a is particular Cabinet meeting.

3. Although the issues described in the various papers are complex, the

central argument is fairly straightforward: fiscal flexibility versus administra-
tive economy. [ expect the discussion will focus on these.
HANDLING

4, You should begin by inviting the Chancellor of the Exchequer to

e ——
introduce his paper, followed by the authors of the other three papers: the

Lord [—"rtnside_nl, the Secretary of State for Energy and the Minister of Transport.

Other Ministers with a direct Departmental interest who may wish to speak

=, 1o
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include the Secretary of State for Industry {(@ffects on the motor industry
especially by British Leyland); the Home Secretary (enforcement); the
Secretary of State for Social Services (affect on disabled drivers who are at
present exempt); Minister of Agriculture (farm wvehicles, similarly exempt);
Secretary of State for Trade (civil aviation, and especially private aviation);
and the Secretaries of State for Scotland and for Wales (particular problems of
rural E.I'EE.E-:I. Sir Kenneth Berrill will not, of course, be present at Cabinet,

but you may wish to indicate the terms of the advice you have had from him

- Y
F Adu [J:l.iEl minute of 29th (}:tuhcr;l.
— e ——

TL e The main points which seem likely to arise are these:-

{a) TFiscal flexibility, 'The Chancellor rests his case on this, He is

reluctant to give up any fiscal instrument, partcularly at the present
stage, His argument is (paragraph 7 of his covering paper) that the
compensating increases in petrol duty would have to be unacceptably
high, in order both to compengate for abolition of VED and provide

for revalorisation in future years. He would prefer to keep any
margin he has in hand on petrol tax to finance further reductions

in income tax., Sir Kenneth Berrill points out (paragraph 5 of his
rninute) that there is not much to choose in terms of public acceptability
between raising petrol duty and raising VED.

(b) G5taff Savings. There are two separate lots of staff savings, The

——

first group, of about 1,450 staff, comes from simplification of the
ﬁ—-
present systermn and should be attainable whatever the decision on VED.

However, they depend on zbolition of the four-month licence, and on a

substantial transfer of local licencing work to Hl:ﬂf't_ﬂfﬁcu (i.e, they
save Civil Service jﬂbﬂﬁt not cagh), The second group comes only
il VED is abolished. The weight to give to this argument will depend
on what yon want to do about the manpower exercise. (See ‘separate
brief). If you want, at all costs, to press ahead with the 10 per cent
gavings, it is absolutely essential to get the VED decision. (There

is little or no prospect of making good the loss). But, given all the
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difficulties inherent in the 10 per cent decision, you may decide to
setile on something less. In that case, the VED decision is genuinely
open, The manpower arguments are no longer overriding.

Energy Conservation, The Secretary of State for Energy's paper

(C{79) 53) is directed to the energy aspects. You will find the
— i
argument on energy congervation set oot in p-‘].rﬂ.gra]:l-h 9 of the main

report: the saving to be expected is something between 3 and 34 per cent

-_-___‘_.—l.
of total petrol consumption in the ghort term (a balance of payments

effect of about £100 million) with the prospect of more in the longer
term, and of side effects in improving the refinery balance in the
United Kingdom. The inlernational political arguments for being seen
to take firm measures to reduce petrol consumption are, of course,
quite strong.

Evasion. VED is an unpopular and easily evaded tax (the main paper
suggests the cost of evasion as being about 7 - 9 per cent or some
£70 million to £80 million a year), and involves problems of enforcemen
By contrast, petrol duty (collected from the oil companies) is much
harder to beat. There would be some, perhaps unquantifiable, savings
of police and court ime from abolition, in addition to the Civil Service
staff savings.

Motor Industry. In earlier discussions, the abolition of VED has heen

argued to hurt British Leyland, who had not got a suitable small model

—_—————

; L '—_
to take advantage of the new impetus this wonld give to low-consumption
cars. With the Metro now planned for 1982, this argument is
subs tantially weaker.

Bural areas. It has been argued in the past that abolition would

particularly hurt rural areas. In fact there iz little evidence that
car owners in rural areas drive further (for work or for pleasure},

or use more petrol than those in urban areas or would be unduly
penaliged by the switch., But you will hear complaints on thie score
from the 'territorial' Ministers - the Secretary of State for Wales has

already registered the point.
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CONCLUSIONS
6, | think the argument could go either way: the two possible conclusions
therefore seem to be;-
(i) to agree that the Government should now announce the abolition
of Vehicle Excise Duty from 1982, inviting the Chancellor of the
Exchequer to circulate proposals for the timing and content of
such an announcement; or
agree to retiin the VED, and agree with the Chancellor's
proposal that an announcement on these lines should be made
in the next Budget statement.
If the decision is (ii) above, you should also add -
(i1} to agree that every effort should be made to simplify the

administration and save staff,

habl

H

(Robert Armstrong)

3lzt October 1979
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'- ’ THE FUTURE OF VEHICLE EXCISE DUTY
INTRODUCTION

1. Vehicle Excise Duty (VED) with its predecessor the Road Fund
Licence has existed for almost a= long as the motor car itself. For
most cars it amounts at present to £50 a year. On other vehicles it
varies according to the nature and size of the vehicle.

2. The place of VED in our tax system has from time to time been
seriously guestioned both in Parliament and by many motorists.
Public concern often focuses on the apparently large and complex
administrative machinery needed to collect it. But it has been
criticised also for its unfairness. It entails a large lump sum
payment which is burdensome for the weekly wage earner, especially
the least well off, and which has to be paid however little a car is
used.

3. Between 7% and 9% of car owners evade the duty and that adds to
the unfairness for the majority who do pay. Thie is not a situatien
which the Government can continue to tolerate. 1In recent years a
further argument has been added in favour of abolishing VED. Unlike
the taxes which motorists pay on their petrol, VED does little if
anything to help energy conservation. Why not, the guestion has
been asked, simplify the tax system and at the same time encourage
fuel economy by switching from VED to higher petrol taxation? A
change of that kind, by relating taxation more closely to the use of
cars would also be fairer to all concerned,

4. The Government considered abolition of VED tegether with a
compensating lnerease in petrol taxation three years ago but, as the
Chancellor announced in his April 1976 Budget, they concluded that
the disturbance caused for the British car industry through
encouraging a switch to smaller more fuel-efficient models would not

then have been justified. However, for a number of reazons the
Government have concluded that the time is now right to settle the
long term future of Vehicle Excise Duty.




5. The Government need to plan the future role of the Driver ar'.d'
Vehicle Licensing Centre at Swansea (DVLC). The main computers
there will reguire replacement within a few vears and, to avoid
waste; 1t 1s necessary to know well in advance what tasks their
successors will need to perform. It 18 also important in the
context of industrial strategy that the car industry should both
know now what action the Government propose and should have adeguate
opportunity to contribute to its planning. Moreover, the public are
entitled to know what the Government have in mingd and what the

effects upon them are likely to be.
THE O3JECTIVE

6. The Government's objective is to simplify taxation on motorists
by abolishing Vehicle Excise Duty on petrol driven wvehicles
throughout the UK and replacing the lost revenue by a compensating
increase in petrol tazation. The change will be phased: VED will
be progressively reduced and petrel taxation progressively increased
over a period. The Government aim to complete the change no later
than 1983 when the present computers at Swansea will reach the end
of their useful life. This paper sets out the Government's broad
intentions, explains the likely effects on various intereste, and
identifies various matters on which consultation will be necessary
before detalled plans can be drawn up.

7. The majority of motorists will be better off or will find little
or no change in their motoring costs. Those who do less than
average mileage or use economical cars will tend to gain from
abolitien of VED. Motorists who do more than average mileage or use
less economical cars will tend to lose. Other things being egual,
those who drive on uncluttered inter—urban roads will tend to do
better than those who drive a great deal in congested cities. And
evaryone who at present pays VED will gain at the expense of those
who at present evade it. These effects are explained more fully
later in the paper.

.'PHE! REVENUE ASPECT

B. It is estimated that VED on petrol driven vehicles will yield
£840 million revenue in 1978/79. The excise duty on petrol will
bring in about £1650 million and VAT on petrol about a further E300
million. The Government are committed to a policy of limiting the
size of the public sector deficit. This means not only limiting the
growth of publiec éxpenditure but also maintaining a proper f[low of
revenue from taxation. Within these constraints it has been
Government policy to give priority to reducing the burden of income
tax. Against this background, it is not possible to contemplate
abolighing VED without recouping the loss of revenue from other
taxes. In the Government's view it is right that the revenue loss
should be made good by increases in the taxes borne by mobtorists

rather than the taxpayer at large.

9. The loss of the revenue from VED on petrol driven wvehicles would
reguire an addition to petrol taxation (duty and VAT) of about 19
pence a gallon at present prices l_ The switch from VED to petrol
taxation will be broadly neutral in its effects on the retail price
index as well as on the revenue. Quite apart from the switch Erom
VED some increases in petrol taxation will be necessary from time
to time to take account of the general increases 1n prices or,
possibly, to raise additional revenue for reasons of economic

management.

1 1t is not possible at this stage to give a precise figure for the
increase in petrol taxation necessary to offset the loss of revenue
from VED. The central estimate is 19 pence, but for ease of
illustration the examples guoted in this paper to show the effect of
abolition have been calculated on the basis of an increase of 20

pence a gallon in petrol prices.




THE CAR IWDUSTRY .

i0. In the past the British car industry has on balarce taken the
view that a sudden and significant increase in the price of petrol
might encourage trading down to smaller carz and smaller eng ined
variants of model ranges. These are inherently less profitable for
our manufacturers and competition from importes is at its highest in
small and medium sized cars. The Government have considered Very
carefully the implications for the industry of abolishing VED and
they take the view that the industry is now bettear placed to deal
with the change particularly as it is to be phased. The Government
will be having full consultations with the industey over the
arrangements for phasing in the change.

THE MAIN BENWNEFITE OF ABOLITIOM

Evasion

11. A recent study indicated that between 7% and 93 of car owners
evade payment of VED. At present tax rates, this evasion represents
a4 cost of between £50 and £63 million annually in lost revenue frem
private cars alone. It means that the honest motorlst is paying
about £4 of his VED, which is eguivalent to about 1% pence per
gallen of his petrol taxation, to subsidise those who evade payment.
If VED was not abolished the Government would have felt it necessary
to step up enforcement action. This would have meant adopting
methods which the honest motorist would probably regard as
intrusive. More enforcement staff would have to be employed and
there would be a further burden on the overloaded courts. The
resulting net gain could well be small. Evasion of petrol duty, on
the other hand, is minimal and abolition will, therefore,
effectively remove this major problem. At the same time it will
relieve the courts of most of the evasion cases, which numbered
165,000 in 1977. Until VED is finally phased out, enforcement will
continue to be necessary.

‘ Fairer Basie

12, Abolition will put the taxes on motoring onto a fairer basis,
not only beacause it will effectively end evasion but because it will
benefit low income households who tend toc do lower mileages than
households with higher incomes ¢r business motorists. Households of
retired people will also benefit from the change as will households
with children since they too do less motoring than the average. In
addition, the budgets of low income households will be particularly
helped by the'pay-as-you-go' feature of fuel tax and by not having
to pay tax in a lump sum either annually or 4-monthly. And those
households who generally tax at 4-monthly intervals to spread the
burden would no longer have the disadvantage of having to pay at an
effective annual rate of £55. Finally, the reduction in the cost of
getting a car on the road will help to increase the chances of car

ownership for low income households.

hdministrative Savings

13. The abolition of VED will end many of the present complications
of licensing; there will be no need for 4-monthly licences, for
refundes of duty, for enforcement work on the detection of evasion,
for the collection of back duty and penalties or for the prosecution
of offenders. This will all save paper work. It will still be
necessary to identify the ownership of vehicles involved in
accidents, in road traffic offences or in crime, so there will need
to be a record of vehicles and their current owners. Vehicles will
therefore still need to be registered when they are first brought
onto the road and the record will have to be kept up to date to take
account of changes of ownership and address, There will be a small
fee to cover administrative expenses. Some check will also be
needed on lnsurance and vehicle testing. The process will however

be simpler than licensing.

14. Because the new system will be simpler, abolition of VED on
petrol driven vehicles will lead to considerable administrative

savings. These savings will benefit the tax payer by about E£20

million annuallyy in part from a reduction in general




administrative coscs and in part from the saving of more than 200
poste. Of these aboot 800 are expected bto be at DVLC in Swansea,
the remainder will be sBcattered widely over the Department's local
licensing offices throughout the country. As the emplover of those
statf atfected by the abolition of VED; the Government have
particular responsibilities and obligations. The reduction in staff
levels at Swansea will be met by natural wastage (corrently running
at 800 a vear] and some recruitment is in fact likely to continue
during the run down period. There will also be impliecatiens for the
staff of local licensing offices. The Government will consult fully
and immediately with the unions inveolved on the timing and
implications of the decision s8¢ a8 to ensure that the run down of
jobs takes place smoothly and with full regard to staff interests.

Energy Conservation

15. Recovering lost VED revenue through petrol taxation will
support the Government's energy conservation policies. Bacause VED
iz a fixed cost paid annually &5 one lump sum (or in three smaller
amounts if the licence is renewed every 4 months), it provides no
incentive for the motorist to 1limit hie mileage or journevs., The
more the vehicle is wsed, the better, apparently,; is his value for
money from VED. In contrast, taxation on petrol iz a tax on use.
The amount paid variese in direct proportion to the mileage covered
and the fuel consumption ¢f the car. The price of petrol, of which
taxatich is a large part,; 13 a recurrent reminder of what individual

journeys really cost.

l6. The duty on petrel is currently 30 pence per gallon and VAT is
about 8 pence per gallon. The rise in petrol taxation due to
abolition of VED is likely to reduce the demand for petrol, in the
short term, compared with what it would otherwise be, by up to 5%.
That will save up to £75 million on the nation's fuel bill at
1978/79 prices. 1In the longer term this measure will strengthen the
incentives for manufacturers to produce engines of greater
efficiency and for motorists to choose more economical cars, which

offer the prospect of further reductions in fuel consumption.

Transport Policy

17. The considerations which are likely to lead to fuel savings are
also relevant to the Government's transport pelicy objectives. A
fixed charge like VED does not reflect the real costs of indivdual
journeys. The decision to use a car for 3 particular journey is
determined in part by the marginal costs, of which petrol is a very
large component. A substantial increase in petrol taxation will
discourage journeys at the margin and encourage more economical
driving. The motorist will be more aware of the real cost of u=sing
his car for a journey because the amount he pays in taxes will be
more directly related to the public and social costs (for example,
coste of traffic congestion) which motoring imposes on the
community. In this way the change should lead some motoriets to
use public transport for journeys where they would otherwise have
ueed their cars.

THE EFFECTS OF ABOLITION ON MOTORING COSTS
Cars

16, It is in the nature of a change such as this that the present
relative tax positions of the 14 million cars on the roads will not
be preserved exactly. The main factors determining whether a
motorist will pay more or less as a result of the change are annual
mileage and rate of fuel consumption. Other factors whichn will also
affect the issue are whether or not the motorist currently pays his
VED in instalments and whether or not he does business motoring.
Over a third of motorists pay VED in three instalments at an annual
amount of E55 and they will gain more, relatively, from the change
than those motorists who make a single £50 payment. Many business
motorists can offset the VAT element in petrol ceosts. Because of
this the increase for petrol used on business travel will
effectively be about two pence per gallen less than the increase
for petrol used on private travel. A Further factor affecting the
outcome for some motorists will be the amount of business travel

done In their own car or the amount of private travel done in a
company c<ar and the arrangements made between employer and employee
for meeting the costs of this travel. About 10% of the mileage done
by privately owned cars is for business PUrposes.




19. Annex I sets out the changes in motoring costs if abolition
results in a 20 pence & gallon increase in petrol prices. 1If a
private motorist buys less than 250 gallons of petrol a year and
currently bears the cost of his own VED, he will gain from the
ehange. Put another way, he can travel 7,300 miles a year at 3Umpg
before his motoring costs are increased. As Annex I shows, about 7
out of the 14 million motorists ({including those who do business
motoring) deo less than 7,500 miles & year. But B out of 14 million
motorists do less mileage than this on private motoring - pleasure
and shopping trips, travel te work etc. If they pay their own VED
{as most will), they will gain from abolition. For example, the
motorist doing 6,000 miles private motoring a year will be about E1U

a year or 20 pence a week better off.

20. About 5 million motorists do between 7,500 and 15,000 miles
(private and business) a year and about the same number do a similar
mileage on private motoring alone. Their motoring costs will
generally increase as a result of abolition. For example, the
motorist who does 10,000 miles of private motoring at an average
30mpg and pays his own VED will find his costs increased by about
£17 a year or 32 pence a week. Less than 2 million motorists do
over 15,000 miles a year and half of these use their cars partly or
wholly for business purposes. The extra cost on a cat covering
15,000 miles a year business motoring (about the average for company
cars) at 30mpg will be about £40 a year or 80 pence a week. To set
these figures in sharper focus Annex 1I shows the relative gains and

losses for certain types of car.
Rural Travel

21. While living in the country has many advantages, most journeys
are longer than in towns and a higher proportion of households rely
on their car for transport. It follows that rural motorists travel
further on average each year than urban motorists. The evidence is
that they generally get more miles to the gallon because congestion
ie legs. The net effect 15 that the average rural motorist could be
a few pence worse off each week if he continues to do the same
mileage as at present after VED is abolished.

22. But the circumstances of individosl rural motorists Vary
congiderably. Of particular concern are those whose work obliges
them to live in the country, and who are not well paid. Last year's
Transport Policy White Paper provided & further £15 million a year
by the end of the decade to support rural bus services in England
and Wales. In Scotland, the GCovernment make provision to cover
local authorities' anticipated expenditure on the suppert of bus
services including those in rural areas. The Transport Act 1978
will help too; this provides an improved framework for planning and
financing services, for community minibuses and for social car
schemes. Nevertheless, it must be accepted that many of these
people will continue to have no real choice but to run a car in
order to get about. The Government have therefore considered the
position carefully.

23. FRural motorists average a round trip to work of about 16 miles
and will need at least one main shopping journey a week of, say, the
game distance. Most probably get 30mpg or better from their car.

On this baeis, they could travel up to 3,000 miles a vear on top of
their essential work and shopping journeys and still show a saving
from the abolition of VED., And it may be possible to share petrol
coete, especially now the new Transport Act makes that easier. Most
low paid rural motorists in fact have a shorter than average journey
to work, of about 12 miles, eo very few of them should be worse off
as a result of abolition. Moreover, the reduced cost of gekting a
car on the road will help those rural households which are present
on the brink of car ownership or which find it necessary to keep a
second car for occasional use,

Disabled Motorists

24. From December 1978 some 100,000 disabled people who receive
mobility allowance will be entitled to claim exemption from VED to
help them with motoring coste (a concession which already exists for
some 32,000 vehlicle users principally under the war pensicners
vehicle secheme and the former NHS vehicle scheme). It is too early
at this stage to say whether or not it will be appropriate to make
gome Epecific adjustmenkts to these benefits to take account of kEhe
loss of VED exemption. This depends very much on what happens by
way of overall changes in benefit provision during the period

leading Up to 1983, but the GCovernment will certainly give the

matker cB8reful consideration at the relevant time.




Motorcycles

motorcyclist travels about 3000 miles a year and pays between £5 and

25. There are about 1.2 million motorecycles and the average

£240 for his VED, Most machines are of less than 250cc engine size
and conseguently enjoy substantial fuel economy. Although the
saving from VED will not, in all cases, wholly offset the increased
fuel duty, the high economy of most motorcycles will mean that costs
are little affected. For example, the awner of a 250cc machine
travelling 3000 miles annually with a fuel consumption of 65mpg will
find that his annual costs will be reduced by about £1,

Taxic and Private Hire Cars

46, There are about 34,000 taxis and some 55,000 private hire cars.
Of these, aboot 36,000 pay VED at a special rate of £25; over
three-guarters of those paying the special rate are diesel driven.
Diesel driven taxis will be unaffected by the increase in petrol
prices but the future of VED on such taxis will be examined in the
light of the outcome of the discussions on the relationship of
petrol and diesel road fuel prices referred to in paragraph 31
below. The practical conseguences of abolition for proprietors of
petrol driven taxis and hire cars will depend on their annual
mileage. Most of them pay VED at the £50 rate, and since they do a
high annual mileage, they can expect to find their operating costs
increased. For example, the proprietor who pays £530 VED and whose
vehicle travels, say, 20,000 miles annually with an average fuel
consumption of 22mpg will find his motoring costs increased by about
£130 a year (or E£115 if he can reclaim VAT on his petrol). This
increase in costs will be a factor to be taken inte account in
setting fare tariffs for taxis and charges for private hire cars.

27. The Government's decision on abolition will also affect petrol
driven goods vehicles. As the following table shows, most of these
are at the lighter end of the goods vehicle range.

10

Goods vehicles licensed as at 30 June 1978
ithousands - GB)

Petrol  Diesel
Light goods wvehicles:
up to 1k tons unladen weight 1,013 73
Heavy goods vehicles:
14=3 tons unladen weight 41 127
3-5 tons unladen weight 2,7 133
over 5 tone unladen welight i 223

Source; DTp Vehicle Licence Records

28. The table at Annex III illustrates tax costs for different
sizes of petrol engined goods vehicles. The general effect of
abolition on operators of goods vehicles of less than 5 tons will be
small, and there are only about 700 petrol driven goeods vehicles
above this weight. VED on goods venicles over 16 cwt is charged on
a 8cale which increases with unladen weight. Thus, although goods
vehicle operators typically do a higher average mileage than owners
of private cars and will pay correspondingly more in increased fuel
taxation, they will be offsetting this against a much higher rate of
VED. For example, an operator of a 3 ton vehicle who does 11,500
miles a year at 15 miles per gallon will find his tax costs reduced
by about B%. The operator of a 5 ton vehicle doing 17,000 miles a
year at 11 miles per gallon will just about breakeven.

Other Petrol Driven Vehicles

£9. There are some categories of petrol driven vehicles which are
currently exempt from VED, for example, ambulances, fire engines,
and some other local authority wvehicles, Abolition will affect the
operators of such vehicles adversely since they will have no VED
saving to offset against their increased fuel costs. Almost all of
these vehicles are operated by the public sector. The Government
will be discussing the effects of the change with the interests

concerned.

4%




i0. There are someé categories of petrol driven wvehicles which
currently recelive concessionary fates of VED, notably farmers' and .
showmen's vehicles. Abolition 9f VED will be worth less for such
vehicles than for others. Whether they benefit from the change or

lose by it will depend on their annual petrol consumption.

niFEEJ_EEi?En VYehicles

31. Abolition of VED on petrol driven vehicles will not directly
affect the 1.2 million diesel driven vehicles. But it does raise
guestions about the appropriate relationship of petrol and diesel
road fuel (DERV) prices and about the future of VED on the
relatively few diesel cars and on diesel goods and other vehicles.
The Government will be discussing these guestions with the principal

interests concerned.

32, The Government policy on kaxation of goods wvehicles was set cut
in the Transport Policy White Paper (Cmnd £836). It is that all
categories of goads vehiecles should pay their share of the public
costs of roads through Fuel taxation and VED, The vast majority of
goods vehicles over 1% tons unladen weight are diesel driven. Most
of them pay their full road costs, but because of the skructure of
VED - which 1z based on unladen welght - a large number of the
heaviest and most damaging vehicles do not. To abolish VED on all
diesel driven goods vehicles and raise the revenue by extra duty on
DERV would not solve this problem. Relating taxation solely to fuel
consumption would penalise the vehicles with the highest fuel
cansumption and these are not necessarily the most damaging
vehicles. Thus in order to ensure that all classes of heavy goods
vehicles at least meet their road costs it will almost certainly be
necessary to retain both the duty on DERV and VED, and to change the
basis of the VED system £¢ as to enable the total tax paid to be
related direckly to the road track costs of the vehicles., A
consultation document setting out the Government's separate
proposals for diesel gocds wvehicles will be issped in due coucse.

ither Effects of Abolition

33. There are a number of other types of wvehicle subject to VED
which are powered by fuels other than petrol or diesel.

Electric powered vehicles will not be subject to any increase in
fuel coste but there is a case for ending VED on these vehicles on
energy policy and environmental grounds. It is the Government's
intention that the abolition of VED will extend to vehicles powered
by liquified petroleum gas (LPG) and petrol substitutes, with
consequential increases in the taxation of these fuels. The
Government will be consulting the interests concerned on the effect
of these particular proposed changes.

34. There will also be wider implications of an increase in petrol
taxation. One complication is that petrol is not distinguished from
aother light hydrocarbon oils currently liable at 30 pence a gallon.
Moreover, petrol has uses other than as a road fuel., It follows,
therefore, that the increased duty burden will go wider than the
motorist. On the other hand, a number of uses of light hydrocarbon
0il are at present relieved from duty. Thege reliefs will be
maintained.

CONCLUSION

35. The Government have decided that the traditional twofold
taxation of motoring - through Vehicle Excise Duty and through fuel
taxation - is unnecessarily complicated and costly. It will not be
possible to abolish VED immediately; it will have to be
progressively reduced over a period. The speed with which VED is
abolished and petrol tazation increased will be finally decided
after consultations with the car industry, the representatives of
the staff involved and with other interests. But in any event the
process will be completed by 19B3 when the life of the existing

computers at the Driver and Vehicle Licensing Centre will be coming
to an end.

13




RIEP 0/6.6T A2AINE T3ARIL TRUOTIEN

vodn paseq &7 sabeafiw [ENUUE JO UOTINGTIISTIP 3ulL (p)
gEA 053 JO 38U aie s3803 ()
pf = uorieh 1ad ssTTw pamwnssy (7)
UGTTIIM pf = uorjerndod 1®D Jojow TElcl (T) €N
(ERE 513 ILE BEERIOUT Foryrin uEs
prenan ggry Sewndtd Geenltd  wlomln seedlom el e ctweior | sonen
30 _PSERIOMT  9SRSOUI  SERSSONL  ssReidl el S .E:,ﬂ_;i EHMMHMEH&M
spiemdn ca13 mmwammm MMM;mwM meamwm mwmwwuwﬂ mmemuMw mumkmwm e3eataa wmtwmw H“MMHWH
10 aspalouj AEEaJIOUL SEE8IOUT MEREAERE. e FRN L ebuilanidis: O 0 T oy
(BurJojom ajeatad uy wmwwﬂﬂmmaﬂuﬂ_:a
abealtw 81Ul Op Of jo fiobBajeos yoee uT
ATuo smwﬂ; JO) ) CinEis 006°E DOB'T .!;nHam 006°E |||-WmeWzmb Jo lagquny
A - A
soTrm DOD’SE ©3 00Tz  000/ET 3 000°6  ©3 00S°L 03 000°S o L TR S S

(Bur10l0U SSE’UTENG 10T JWA $C°Z1 BSaT) e N

a8 : ROTLITOIY W 3, ns:

J Had BONId 07 40 JO0IUd TOMILEd NI dSVIHOHI NY ONY QdA J0 3 =
EWNMMWDPGE O SLE0D TYAHNY HI SHONYHD LM aNY JOWITIH HYD HOLOW TYONRY JO0 NOILNETALEIC

. XINNY

@

ey &
= [ B o
b B O @ @ =
b o S - | ad
4 Py u] TR
a o g W O O w
|- T~ R | T a i a t
m W o [ TR T = - e TR
= w = i M@ BH O ™
O A & E W & &« a oom
o B 4] [} [=1} [ e TR [11]
~ B g & o O uw 4 = mo
o o E @m 4 0 g T -1 J |
X L = i a1 T T R
e o B o oo € o =
= o | = B o i [T a 3
Q [ R E m O "4 T T
Y A 4 SF L} il (1] ii} al ¥
Hoom =8 M e el @ g By g el
= m @ =M M 5% 0 e
g +& O 5 ¥ £ A B E = ® ‘™ m
B Uy win [ Al i E o
= o e 3 =] C s m
e W L L T
E & g a 5 .l - m = MW o
@ m o~ B b Al {1 p— = im T o &
0« = oom g ks ;moE TR TR |
M E OE R W oW mom @5 o = By
] 1] £ £ ki ki D) C e T - R |
R oW B RN oa g T = T
o e o [ ER B ] T
qo = T S = T i |
+H U T a9 m £ L L. T T PR
[ =R S T @ a4 O o
a = M U e = I ] o B oy e
oy e 4 E W w & D m oW o
! B ol M o 3 M i | O o
L & | =~ W g g —~ = 0
Rk SarE E a m £ & g o @ m
o S - O &5 =~ @
i, e T B T (= R W % o e
=T ¢ - T - R R L n ad
e i iy O ol = TP T o o
= B 5 £ U W= O N e e
W 5 e W & T | S A o
B = O 8 - T 1 LS
-y Liw ] €1 - el Lo} a D.._ T e = o
o B e e i £ > 0 M
b= o TR = ' W W (] = a 5
E &4 hm & m B @ o i Ee R
QO C 0 A O @ o TR .
R e o o B O @ W o
e R = B = - | I | s oy O c
it D & o~ J 2 a = & H [
4. = m Wm0 0 o 0
= AR & P & P R R N D | .. e = a3 Sa
e B L - O -~ S T R~ o0 B m
= S H d 0o mme @ H £ E @
L = e ~ o n Ok
B A L S R R - S B { TR - B || s wd
S oo Y. = SO - - T 1 R =~ T P~ 8 o= -
o X OH o~ B 8 4w om T T - ;




AHNEX II.

MET CHANGES IMN ANMUAL COSTS TO MOTORISTS RESULTING FROM ABOLITICN OF VED AND
AN INCREASE IN PETROL PRICE OF 20 PENCE PER GALLON
(lees 12.5% VAT for business motoring)

MILES PER HET CHAMGE HET CHANGE EREAKEYEN
GALLON BPRIVATE MOTORING BUSINESS MOTORING MILEAGE FOR
FRIVATE
AVERAGE ANMUAL MILEAGE AVERAGE AMNUAL MILEAGE MOTORING
5,000 8,000 15,000 10,000
Inter= Town Inter= Town Inter- Town Inter- Town Inter= Town Inter— Town
urban urban urban ucban urban urban
Leyland
Mini 850 49 39 =£ 30 =g 24 =17 ~-£9 12,250 8,750
Ford
Fiesta 950 50 i6 -£ 30 -£22 -£18 = b +£3 +£ 24 +£57 +E9H 12,500 9,000
Ford
Cortina 1.3 40 27 =25 -£13 -£10 +£9 +£17 +£ 449 +E84 +£148 10,000 6,750
Chrysler
Avenger 1.6 g1 28 =g 76 =F14 =£11 +E7 +£15 +£845 +EH{ +E£ 141 10,250 7 0010
Leyland
Princess 2200 34 22 -g21 -£5 -£3 +£23 +229  +£71 +2107 +£193 8,500 5,500
Rover
3500 36 16 -g22 +E12 -£6 +£50 +824 +£117 +E898 +E2B4 9,000 4,000

MPG source - Official list of results of fuel consumption tests on passenger cars, October 1978.

Minus (-) represents a decrease in costs,




. . ANNEX ITT

Goods Vehilecles

Tax Ceosts of Petrol Goods Vehicles

Unladen Assumed Assumed VED? Total Tax Costs?
Welght Annual = Fuel {Epa) {£pa)
Mileage! qu;umptiunz
(MPG)

Fresent Post
Abolition

16cwt 7,200 28 50 127 123
l%x tons 7,300 24 B4 175 1486
2 tons 8000 20 112 232 152
i tons 11,500 15 168 398 368
4 tons 15,000 11 224 633 654
5 tons 17,000 Ok 124 86l 859
Notes

1. Hileage figures thought to be typieal for wvehicles of thesae
weights, based on DTp surveys

Z. MPG based on various sources, including technical press
4s: VED calculated on the basis of GB rates
4. Petrol duty is calculated net of VAT:-

present: petrol duty at 30 pence Per gallon

post abolitien: petrol duty at 48 pence per gallon
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b On 1 November the Cabinet ia to discuss whether to abalish ar 1:[
We ‘hlﬂ

understand that both the Chancellor of the Exchequer and the Minister of

Civil Service Manpower - Vehicle Excise Duty

retain VED (I attach & copy of the report by officials on the subject),

Transport are likel',i' to recommentd retention and the Prime Minister may
like to be aware of some of the implications, especially for Givil Service

manpoWwaer,

i If VED is aboligshed, 3,700 staff can be saved by the end of 1932
——
with the possibility of a further 1,100 savings if it proves possible {as the

CFRS thinks should be the long term aim) to transfer the remaining vehicle
regietration work to insurance companies. H VED is retained, some savings
can be achieved by abolishing the 4 and & monthly payment of licences but
these only amount to 1, 600 by end-1982 with a possible Z/300 thereafter.

The net savings from abolishing VED compared with retention are therefore

2,100 possibly rising to 3, 000,
— i
3. The Minister ol Transport may resist using staffi savings as an

argament for abolition because his Department, unlike Dthers. has offered

options up to the 20 per cent maximum target without including the abolition

of VED, On the other hand, the overall manpower savings so far offered
e

fall far short of even the 10 per cent minimum target and the Government
will need further possible saving in Departments if the exercise is not to
prove a big disappointment. And it can be argued that VED staff should
really be regarded as tax collectors (and therefore part of the Treasury

farnily] where nothing like 20 per cent options are on offer,

1
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4. The Minister of Transport (and the regional Ministers] may also
argue thal replacing VED with increased petrol doty will lead to a great
increase in costs ior rural motorists. While the effect will depend on
mileage, the best estimate is that the average rural motorist would be no

more than £2.50p. a vear worse off;

< 1 The main case for retention of YVED, however, is that it provides
the Chancellor of the Exchequer with added flexibility in his tax policy and
that if an instrument for raising indirect taxes is abolished it will be harder
to cut income tax, The CPRS believes this argument has been overstated,
There are at present three taxes specifically linked to moloring - car tax,
petrol duty and VED - and there would seem to be some scope for rationali-
sation. It is supggested that petrol duty alone will be a less booyant source
of revenue than petral duty and VED together. But raising VED is no more
popular than raising petrol duty - it is widaly disliked aa an unfair and
easily evaded tax. The increase in petrol daty at the changeover can be
clearly demonstrated to result from a straight switch in taxes. Thereafter
the rises in petrol duty required to keep its real value constant would be no
greater in percentage terms than the rises needed in both petrol duty and
VED if VED is retained. Both taxes affect the retail price index alike and
both are difficult to increase when the cost of motoring is rising for other
reasong. Indeed, it may be presentationally more difficult to raise the
two together than to have only petrol duty to revalorise. We therefore doubt
the alleged gain in flexibility from {ragmenting the tax system and do not

believe in this case that any such gain is worth the administrative cost.

[ Abelition of VED and increasing petrol duty would also be a
valuable way of encouraging energy conservation without putting up total

cost for the consumer. It is estimated that it might reduce petrol consumption

by 3-33 per cent in the short term and up to T per cent in the long run.

&
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If the Prime Minister agrees, you might write to the Chancellor's

Principal Private Secretary on the lines of the attached draft,

I am sending a copy of this minute to Sir Robert Armstrong.

20 Qetobers 1979

CONFIDEN TIAL
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DRAFT MINUTE FROM ME LANKESTER TO MR BATTISHILL

Zivil Service Manpower - Vehicle Excise Duty

The Prime Minister has read the report of the Qificial Working

Group on Taxation and Transport about the operation of V ehicle

Excise Duty (GTT({7%)33). She has noted that the net savings in

civil service manpower from abolishing VED are 2,100 by 1982 -
possibly rising to 2,000 = over and above the maximurm savings

possible if VED is retained.

She feels that, given the difficulties in finding manpower savings

in some Departments, this is a proposal which onght not lightly

to be turned down. Abolition of VED would be & very visible sign
of the Government's determination to cut civil service numbers and
would, at the same time, be beneficial in terms of energy conser=
vation. It is, thereiore, 1Important to consider how strong the
argument really is that abolition would lead to a loss of fiacal
flexibility., She would be grateful if the Chancellor could consider
how far the benefits from the present multiplicity of taxes on

motoring justify the extra administrative costs.

I am sending copies of this minute to the Private Secretaries to the
Minister of Transport, Lord Privy Seal, Secretary of State for

Energy, Secretary of State for Industry, and Sir Robert Armstrong.

CONFIDENTIAL
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THE HFUTURE OF VEHICLE EXCISE DUTY (VED)

Thank you for your letter of 1lth May in whiech you
refer to the line that you propose you should take if guesticned
about our policy on the future of wehicle exclse duty
as it applies to petrol engined vehicles. You will have
seen that Christopher Soames wrote to me on the sams
day raising the guestion of how I propose to deal with
this subject in the Budget.

I agree with you that we ought to review the previsus
Government's decision to abolish VED and to make up the revenue
loss through the petrol duty before we deeide either te confirm
the policy or to reverse it. As you will know, I was
anything but convinced by the cese for abolition. We
are obviously bound to give some weight to the manpower
5avings which are zlleged to be possible, but there is
also the related guestion, which Christopher Soames
refers to in hia letter of possible changes on the proecedures
for vehicle registraiion.

above all, of course, I have the revenue implicatisns to
bear in mind. "An old tax is," as they gay, "a good tax" -
particularly when you reeall that it wil) Yield about 3800
million in the current year. Would not 2 modern on-line
computer faeility at Swansea enable us tec save the (slaimed)
220 millicn in staff costs, without losing the revenue?
There is arly no time to resclve this issue before
the Budgst. o along with the proposition in Christopher's
letter to the ect that I should make it clear that any
changes 1 might propose in the transport taxes in my Budget
statement are without prejudice to the future of VED which
will be subjeset to early review. I hope that we in fact
¢an decide what to do mbout this in the course of the surmer.
All the relevant material is available and I see no need
for an extensive further review by offisinls. Lgainst

Ht. Hon. Norman Fowler, MF,

BUDGET SECRET
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this backpground I am . content lor ¥ Ch any
questions concerning the matler on Lt proposed in your
letter - that we shall be reviewing the wl ration

of the tax and that, pending a decision, we shal: ke
proceeding with the consultations on the phasing of the
change from VED to petrol fax whieh were initiated Dy

the previous Government,

I am sending & copy cf this letter teo Christopher
Soames and a copy of both our letters to the Prime Minister.

—

{GEOFFREY HOWE)
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FUTURE OF VEHICLE EXCISE DUTY

Thank you for ygur letter of 1lth May in which you draw
my attention to the decision to abelish VED. and suggest that
the Hudget Statement should avold prejudieing the matter before
we have had time to thifiE abou TuT .

I enclese a copy of a letter I have just written to
Norman Fowler accepting this approach. I agree that we need
to think carefully before giving up a proposal which is said
to offer the possibility of eliminating over 2,000 Civil
Service posts. But I would like to examine all the ilssues
invelved, and the results of the consultations, before we
commit curselves to continue the abolition process. 45 you
know, we face a formidable revenue problem, and the loss of
such a fruitful tax needs to be given very careful consideration.

I am copying this to the Prime Minister and to the

Minister of Transporst.
i_/-‘ H

{GEOFFREY HOWE)

The Rt. Hon. Lord Scames, M.P.

CORFLDENTTAL
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The Rt Hon Sir Geoffrey Howe MF
Chancellor of the Exchequer
Treasury

Parliament Street
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SW4 111- May 1979
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I am already being pressed on the question whetlher
we intend to reverse our predecessor's decision to aldish
¥ehicle Excise Duty. I am liable to face a aimilar cuestiion
shortly in the House.

: I propose to say that I am ending the present
round of consultations which assumed that the decision fo
change frow VED to petrol tax would go ahead and were therefore
aimed only at the speed at which the changeover should take
place. DBut I want time to look into all the possible optlons,
if only because the price of not going shead with abolition
is to lose some helpful savings in my Department's manpower.
I therefore propose to add that T shall however be reviewing




&

the whole operation of the tax, including the efficiency of
the Swansea operation,

I am copying this letter to Christopher Soames,

NORMAN FOW E.-‘ifﬁ.: A8




L [RENTIAL
-

b BN S 80T
WHITEHALL, LONDON SWIA AT

I Nay 1979

The Rt Hon 8ir Geoffrey Howe
Chancellor of the Excheguer
HM Treasury
Parliament Street

SWIE 3AG
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THE FUTURE OF VEHICIE EXCISE DUTY (VED)

You will remember that the previous Government armounced in the
House of Commons (on 21 November 1978) its intentions to phase
out Vehicle Excige Tuty (VED) and replace the revenue thus lest
by inereases in petrol taxation not later than 1983. One of the
reagons given for this decision was, of course, the considerable

A

We shall no doubt need to consider this decision in due course
gi:!rﬁ'l"

administrative savings which would flow from sbolition.

and I am sure that we can expect to be pressed in both House
various bodies to reverse it. I am anxicus that we should n
lightly give walr to these pressures. The disappearance of VED
will enable about 2,200 Civil Service posts to be saved at the
Swansea Cenire and in local offices over the country, with a
financial saving, taking account of Post Office charges, of some
£20m & year.

I understand that the planning and consultations to achieve this
run-down have already got some way. Moreover, the decision to
abolish VED opens the way to a review of possible changes in the
procedures for vehicle registration which could also produce
gubgtantial savings. There will also be economies for the Police
and Courts who would be réliéved of evasion cases (165,000 were
prosecuted last year).

The abelition of VED is, therefore, of considerable importance

in relation to our commitment to reduce the burden of bureaucracy.
I raizse it now because it may well be relevant to your budget
Plans. Even if we are not in a position by the time the budget
is reached to say that it is our firm intention to proceed with
abolition (and whether or not to recoup the lost revenue by
increasing petrol taxation), I hope that st lesst it will be
possible to avoid any statement which prejudices this prospect.
If we are to make real inrcads into the costs of administration,
we cannot afford to close off options such as this.

I am sending a copy of this letter to the Prime Minister and the
Minister of Transport.




PRIME MINISTER

Vehicle Excige Duty: Cabinet on 1 Rovember

gince owel of tomorrow evening will be
taken up with your dinner for Premier Huz and
on Wednesday night you will be very late back
from Boun, I am putting in to you now the four
LT,

altached papers on Vehicle Excise Duty which

are due to be taken at Cabinet this Thursday.

As you will see, the Chancellor of the

Exchequer and the Minister of Transport ceme

down in favour of the retenticn of WEE, though
both believe that it should still be possible

to make substantial staff bq.l"-'i[ll?;h; while the

Lnrd Prezident and the Sear t-"t.ﬂ.].j.? of State: for
Energy are in favour of the abolition of the

duty because of the advantages in both staff
S Rt e B

reductions and energy conservation which would
regult from abolition.

A

29 Oetober 1979
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