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Timing of the Finance Bill discussion

23 The possibility of moving the Finance Bill discussion of the
road fuel duties from 30 April to, say, 13 May was briefly considered.
This would perhaps have enabled Ministers fo reach firm decisions on
energy prices, so making it possible for changes in the road fuel
duties to form part of a package with energy price changes and other
changes in indirect taxes to offset the increase there would otherwise
be in the PSBR. It was, however, generally felt that such a delay
in discussion of Clause 4 of the Finance Bill would convey an
impression of Government uncertainty, and would stoke up expectations

of substantial changes. Mm it would have the effect of delaying
the anneuncement of the reduction in the duty on derv -~ which could have
considerable electoral appeal - until after the County Council
elections on 7 May. It was agreed, therefore, that the Procedure
Motion to enable Clause 4 to be taken before Clause 1 on 30 April
should be put down on 27 April,

Concessions on road fuel duties

3% The Chief Whip reported that there were 18 Conservative
backbenchers who seemed unlikely in any circumstances to vote for
the Budget increase of 20p a gallon on petrol. There were a
further 13 who would only support the increase on petrol if there
were a reduction in the duty on derv. In his ju
reduction would have to be 10p a gallon; 5 of the

L the

13
seemed likely to be "bought off"” with a concession on c

bers who
v had

made it clear they thought S5p a gallon insufficient.

Nature of offsetting action and timing of announcement

4. Treasury Ministers had hitherto envisaged that, while a 5p

could be accepted without any action taken to offset it, a 10p

reduction should be offset by a lp increase in the duty on a pint
r.;f beer. If such an increase were to be made, it would require a
new Budget Resolution to be debated and passed before Clause 1 of
the Finance Bill was taken on the Floor of the House, probably on
5 May. In further discussion the point was made that it would be

liat-iié‘i"to look for the additional revenue from tobacco rather than
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alcohol; the Opposition were less rigorously opposed to increases

in the duty on cigarettes, while they were expected to make a great
fuss about the increase in the duty on beer. Moreover since
tobacco was being taken upstairs in Committee, it would be
unnecessary for the Government to move the Budget Resolution
imposing the increase of 3p on 20 cigarettes necessary to offset

the 10p derv reduction until well after 7 May. Once the Resolution
was put down, the Opposition might well seek to move the debate on
tobacco on to the Floor of the House; on balance, this seemed likely
to be advantageous to the Government, It was noted that the
Chancellor would need to give some general indication that it would
be necessary to recoup in some way the cost of the 10p derv reduction;
one possible course might be to indicate that the Government were
giving further thought to possible measures on energy prices, and

that they would in due course propose whatever measures were
necessary to offset the costs of any moves on energy prices as well
as that on derv.

Operative date for duty changes

5. The Chancellor of the Duchy suggested that it would be better

for the reduction on derv to take effect on 1 May; a delay until
—

the Finance Bill received the Royal Assent i August would be

very uncomfortable. Moreover this delay would give

dded force to

.
demands for a duty relief scheme, which Customs thought most

undesirable. On the other hand, the disadvantages of an early
announcement on the offsetting measures were noted, and it was
agreed on balance that it would be better if both the reduction in
the derv duty and the offsetting increase in that on tobacco took

effect after Royal Assent. It was noted that this course of action

e
would enable the Government to accept an amendment to the Finance
Bill put down by Mr. Skeet without making any prior announcement of

their intentions; the insertion of the effective date and one other
mal amendment could then be dealt with at Report
Stage. No new Budget Resolution would then be needed covering the
position on derv, and no question would arise of Customs failing to
collect all the duty required by the PCTA (a difficulty which would
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Government should agree to an amendment reducing
tax on derv by 10p a gallon.
——
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