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C(82) 1 
C O P Y N O 35 26 J a n u a r y 1982 

C A B I N E T 

E C O N O M I C S T R A T E G Y 

M e m o r a n d u m by the C h a n c e l l o r of the E x c h e q u e r 

* . I s h a l l be present ing our fourth Budget on 9 M a r c h , 

O U T L O O K F O R T H E Y E A R A H E A D 

2. The la te s t f o r e c a s t s p r e d i c t continuing, though slow, r e c o v e r y in 
output and a further fa l l in inf lat ion, w h i c h should be at 10 p e r cent by the end 
of this y e a r , and i n s ingle f igures i n 1983. Unemployment i s l i k e l y to edge 
up a l i t t le further in 1982, though at a d imin i sh ing ra te , while i n d u s t r i a l 
product iv i ty should continue to i m p r o v e . The genera l p ic ture i s one of 
continuing r e c o v e r y , with encouraging s igns of r e a l i m p r o v e m e n t in the 
economy. A n n e x 1 g ives some f igures showing the p r o g r e s s we have made to 
date. A continuation of this i m p r o v e m e n t could, of c o u r s e , be inval idated 
by events beyond our contro l , whether w o r l d - w i d e (eg A m e r i c a n i n t e r e s t 
r a t e s ) or domes t i c (eg a s e r i o u s setback on pay) . 

3. O f course I continue to be deeply concerned about the l e v e l of 
unemployment . We should a l l l ike to get i t down. But a l l p r e v i o u s attempts 
at a r t i f i c i a l l y induced ref lat ion have r e s u l t e d , i n the m e d i u m and longer t e r m , 
i n h igher inf lat ion and i n h igher unemployment . In p o l i t i c a l t e r m s , any gains 
f r o m another s u c h attempt would be s h o r t - t e r m and e x t r e m e l y l i m i t e d . T h e 
probable i m p a c t on i n t e r e s t r a t e s , the exchange rate and inflation would m e a n 
throwing away the h a r d - w o n p r o g r e s s of the pas t  l \ y e a r s - and lead to s t i l l 
h igher l e v e l s of unemployment than those f rom which we a r e now suffer ing. 

T H E R I G H T S T R A T E G Y 

4. We m u s t a c c o r d i n g l y p e r s e v e r e i n our p r e s e n t s trategy, mainta in ing 
p r o g r e s s towards our key objec t ives : a continuing reduct ion i n inflation; a 
continuing r i s e in output; a diminution of the monopoly publ ic sec tor ; and a 
strengthening of the free m a r k e t economy. T h i s i s the way to s e c u r e a 
genuine i m p r o v e m e n t in the employment s ituation r a t h e r than a v e r y s m a l l 
and s h o r t - l i v e d change i n the f i g u r e s . T h e p r o s p e c t s a r e now good. T h e 
ra te s of both wage and p r i c e i n c r e a s e s should continue to f a l l , with inflation 
down to 8 p e r cent or l e s s by the end of 1983; and there should be fas ter 
growth of output i n that year than i n 1982. 

1 

SECRET 




SECRET 


5. F o r domest i c and o v e r s e a s confidence i n the G o v e r n m e n t ' s s trategy 
to be susta ined we mus t have a cred ib l e f inanc ia l f r a m e w o r k . The m a r k e t s 
w i l l expect us to main ta in downward p r e s s u r e on the rate of monetary growth. 
T h i s i s c r u c i a l to confidence, to mainta in ing a r e a s o n a b l y steady exchange 
rate without c r i p p l i n g l y high i n t e r e s t r a t e s , and hence to the defeat of 
inf lat ion. O u r objec t ives for the per iod ahead w i l l need to be e x p r e s s e d in 
t e r m s of a number of aggregates , and with m o r e exp l i c i t r e f e r e n c e to the 
exchange ra te , r a t h e r than e x c l u s i v e l y to £ M 3 , But i f we w e r e thought to 
have abandoned monetary and f i s c a l contro l , s t er l ing would quick ly come 
under p r e s s u r e . 

B O R R O W I N G 

6. Within this f r a m e w o r k the s i z e of the P u b l i c Sec tor B o r r o w i n g 
R e q u i r e m e n t ( P S B R ) for next y e a r i s c r u c i a l . F o r the c u r r e n t y e a r , we 
planned for a P S B R of £ 1 0 | b i l l i on and we a r e on c o u r s e for t h i s . F o r next 
y e a r , the f o r e c a s t (which m a y change substant ia l ly before M a r c h ) gives a 
p r o v i s i o n a l f igure of r a t h e r l e s s than the £9 b i l l i on for which we thought i t 
f ight to p lan at the t ime of the l a s t Budget . T h i s f o r e c a s t i s based , a s i s 
c u s t o m a r y , on the following as sumpt ions: 

i . T h a t publ ic spending next y e a r i s at the l e v e l agreed in 
November - a planning total of £115 b i l l i on . 

i i .	 T h a t income tax thresholds w i l l be i n c r e a s e d in l ine wi th 
inf lat ion ( " R o o k e r - W i s e " ) . 

i i i . T h a t e x c i s e duties w i l l be s i m i l a r l y i n c r e a s e d . 

i v .	 T h a t the tax s t ruc ture and ra te s a r e in other r e s p e c t s 
unchanged. 

Annex 2 shows what as sumpt ions i i . to i v . m e a n i n t e r m s of c a s h i n c r e a s e s 
in the a l lowances and p r i c e i n c r e a s e s in the goods subject to spec i f i c dut ies . 
T h e i m p a c t on the F S B R of a s sumpt ions i i , to i v . , taken together, i s broad ly 
n e u t r a l : the revenue lo s t through indexing the income tax a l lowances i s 
n e a r l y offset ( in the f i r s t y e a r ) by the e x t r a revenue produced by r e v a l o r i s a 
tion of the spec i f i c dut ies . 

7 « The choice of the r ight P S B R for next y e a r p r e s e n t s a p r o b l e m . T o 
go up to about £9 b i l l i on might give some l i m i t e d room for modest tax 
reduct ions . But i t would a l so involve r i s k s for i n t e r e s t ra te s and the 
exchange r a t e . S ince the l a s t Budget the exchange rate has fa l l en cons id* 
e r a b l y . O i l p r i c e s , w h i c h support i t , have a l s o fa l l en and we have had to 
face high i n t e r e s t r a t e s . We could d i m i n i s h some of these dif f icult ies by 
planning for a P S B R of, say , £7 to £8 b i l l i o n . We should then have a better 
p r o s p e c t of l ower i n t e r e s t r a t e s , though they w i l l probably s t i l l be unfomfort
ably high. F o r mos t people - i n d u s t r y and mortgagors a l ike - l ower i n t e r e s t 
ra te s a r e an important object ive . But we should not have any r o o m for tax 
reduct ions , and the p o l i t i c a l di f f icult ies a r e obvious. 
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8. The traue-of f between i n t e r e s t r a t e s and tax r e l i e f s a s a means of 
sustaining r e c o v e r y i s bound to be a mat ter of judgment - p o l i t i c a l a s w e l l as 
e c o n o m i c . But i t i s m y bel ief , not l e a s t i n the l ight of our exper ience of the 
l a s t y e a r , that to go for a P S B R above about £9 b i l l i on i s l i k e l y to l e a d to 
h igher i n t e r e s t r a t e s than we now have , would affect confidence, and could 
r i s k so l a r g e a fa l l i n s t e r l i n g as to j e o p a r d i s e the p r o s p e c t s of reducing 
inflation and i m p a i r - or even r e v e r s e - r e c o v e r y . 

F I S C A L O P T I O N S 

9. If some reduct ions in taxation should turn out to be p o s s i b l e , for the 
coming y e a r , the m a i n i s s u e w i l l be the balance to be s t r u c k between:

i . m e a s u r e s which would d i r e c t l y affect p r i c e s ; 

i i . those w h i c h would reduce income tax; and 

i i i . those w h i c h would d i r e c t l y a s s i s t companies . 

C a t e g o r y i . inc ludes l e s s than ful l r e v a l o r i s a t i o n of e x c i s e dut ies , or a 
reduct ion i n the rate of Va lue Added T a x ( V A T ) . C a t e g o r y i i . inc ludes 
act ion to m o r e than i m p l e m e n t " R o o k e r - W i s e " i n c r e a s e s in tax a l l o w a n c e s . 
The most obvious category i i i . m e a s u r e would be a cut i n Nat ional I n s u r a n c e 
S u r c h a r g e . 

10. The argument for category i . changes i s e s s e n t i a l l y p o l i t i c a l . We 
would avoid adding to the R e t a i l P r i c e Index ( R P I ) : ful l r e v a l o r i s a t i o n of the 
duties i s a s s u m e d i n the f o r e c a s t . A n d we would avoid the unpopulari ty 
attaching to some ind iv idua l i n c r e a s e s : Annex 2 l i s t s some, inc luding p e t r o l . 
But the m o r e ground we give h e r e , the l e s s room we have for changes i n 
ca tegor i e s i i . or i i i . , the c a s e for w h i c h e m e r g e s c l e a r l y f r o m the tables in 
Annex 3. 

11. F o r the p e r s o n a l sec tor , an i n c r e a s e in tax a l lowances of 10 to 11 
percentage points above inflation would be n e c e s s a r y to r e s t o r e tax thresho lds 
as a proport ion of average earn ings to the ir 1978-79 l e v e l s . A n i n c r e a s e 
would br ing benefits i n wage bargain ing; and would d i m i n i s h the poverty trap 
and "why-work" p r o b l e m s . A s s i s t a n c e to the company sec tor i s no l e s s 
d e s i r a b l e , and category i i i . changes would have the mos t d i r e c t i m p a c t on 
companie s ' income , though at the r i s k of some leakage into wages . When 
second round effects a r e taken into account , the effects on employment , 
G r o s s D o m e s t i c P r o d u c t ( G D P ) and company i n c o m e s of a l l three ca tegor ies 
a r e however v e r y s i m i l a r . A n n e x 4 sets out T r e a s u r y model e s t i m a t e s of the 
broad consequences of an i l l u s t r a t i v e £ l b i l l ion reduct ion, effected through 
m e a s u r e s fa l l ing into each of the three c a t e g o r i e s , whi le Annex 5 gives the 
revenue effects of c e r t a i n s p e c i m e n reduct ions . 

3 

SECRET 



SECRET 


S U M M A R Y 

12. A l l the s igns a r e that our efforts to r e s t o r e the economy to health a r e 
succeeding . Inflation i s coming down; output i s going up-; the rate of 
i n c r e a s e in unemployment i s s lacken ing . T h i s Budget w i l l be c r u c i a l . A t 
this stage i n the economic cyc l e prev ious governments have s a c r i f i c e d sound 
finance for dubious e l e c t o r a l advantage. If we follow that pat tern , we w i l l 
r i s k l o s ing a l l . The key for 1982-83 i s the P S B R . G i v e n high i n t e r e s t 
ra te s w o r l d - w i d e , there i s an argument for going for a f igure i n the region 
of £7 -8 b i l l ion but to ach ieve this could m e a n foregoing tax cuts a l together . 
To go above about £9 b i l l i on would be popular p o l i t i c a l l y i n the short run; 
but i t would i m p e r i l the exchange rate , i n t e r e s t r a t e s , the conquest of 
inflation, our whole de terminat ion to c r e a t e a sound economy and, i n e v e r y 
thing other than the v e r y s h o r t - t e r m , the crea t ion of m o r e r e a l j obs . The 
choice for the F S B  R l i e s in a range w h i c h has £7 b i l l ion as the m i n i m u m and 
about £9 b i l l ion as the m a x i m u m . 

13. I f a f igure towards the top of the range i s chosen, the m a i n choice for 
tax reduct ions l i e s between the three ca tegor i e s l i s t ed at p a r a g r a p h 10 above. 
E l e m e n t s of a l l three might of c o u r s e find a p lace i n the f inal package . I a m , 
na tura l l y , cons ider ing a number of other s m a l l e r i t e m s , a s w e l l a s the 

• 

s t r u c t u r e of the North Sea tax r e g i m e . 

14. I would we lcome co l l eagues ' v iews on a l l these m a t t e r s on 28 J a n u a r y . 

G H 


T r e a s u r y C h a m b e r s 

26 J a n u a r y 1982 
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S E C R E T ANNEX 1 

SELECTED ECONOMIC INDICATORS , 1979-82 

1976 t o 1979 t o 1980 t o 1981 t o 
1979 1980 1981 ( 1 ) 1962 ( 1 ) 

[ P e r c e n t a g e c h a n g e ] 
G Q  P (1975 p r i c e s ) 
Co nsum e  r p r  i (Q4) ce s + 17 

- 2 

+ A? 3 

- 2 

+ 12 

+ 1 

+ 10 

(04) S e a  m i n g s + 18 4 + 19 5 - 1 2 | + 7i 
( 3 ) 

h  ° r t  s  ° f ^ o d s 
W b P r i c e s ) + 2 : + 1 + 2 

1979 1980 19 81 1982 

|(£bn) ^ e n t b a l a nee 
+ 6 + 3 

H ^ P l o y m e n t 
' '°' n a r r o w ) 5s 10 12 ( 3 ) 

1 a x 
a  s % GDP ( 4  ) 

1979-80 

30 

1980-81 

31 33^ 

1981-82 1962-83 

( 6 ) 

ia sI
 °/5L e xPenditure 

0  G °P ( 5 ) 

a s GDP 

41 

5 

45 

4 

44 

( 6 ) 

I 1  1 

12) 
p i g u r e s c o n s i s t e n t w i t h December 1981 I n d u s t r y A c t F o r e c a s t 

0 r  e c a s t s f r o m OECD Economic O u t l o o k , December 1981 
F ' 

4] 

x g u r e s
K e  P o r t

 based on a s s u m p t i o n s i n December 1981 Government
 r e l a t i n g t o 1962-63 f i n a n c i a l y e a r 

 A c t u a r y ' s 

(5) 
d e l u d i n g NIC 

' 6 ) 
d e l u d i n g
De P e n d i n g

 d e b t i n t e r e s t 

 on d e c i s i o n s t o be made. 
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ANNEX 2 

THE EFFECTS OF 12.2% INCREASE I N TAX ALLOWANCE ETC ( i e INDEXATION) 

jLLL!~oin(2 t a x : l e v e l s o f a l l o w a n c e s e t c . 

1981-82 19 52-83 ( 1 ) 
£ £ 

S i n g l e and w i f e ' s e a r n e d income a l l o w a n c e 1, 375 1 ,543 
M a r r i e d a l l o w a n c e 2, 145 2,407 
A d d i t i o n a l p e r s o n a l a l l o w a n c e 770 864 
S i n g l e age a l l o w a n c e 1,820 2,042 
C a r r i e d age a l l o w a n c e 2, 895 3,248 
Age a l l o w a n c e i ncome l i m i t 5,900 6,620 
B a s i c r a t e band 1 1 , 25 0 12,623 

r a t e band w i d t h 1, 999 2, 244 
I n v e s t m e n t i ncome s u r c h a r g e e x e m p t i o n 5, 500 6,171 

The r e d u c t i o n s i n income t a x payments f o r b a s i c r a t e t a x p a y e r s 

w i t h p e r s o n a l a l l o w a n c e s i n c r e a s e d by 12.2 p e r c e n t i n 1962-83 

r a t h e r t h a n r e m a i n i n g a t 1951-82 l e v e l s w o u l d be as f o i l o w s : 

p e r annum £ p e r week 

S i n g l e p e r s o n 50. 50 1 . 00 

M a r r i e d c o u p l e ( h u s b a n d o n l y 


w o r k i n g ) 78.50 1. 50 

M a r r i e d c o u p l e ( b o t h w o r k i n g and 

e a r n i n g more t h a n p e r s o n a l 

a l l owanc e) 129 . 00 2.50 


S i n g l e - p a r e n t f a m i l y 78.50 1. 50 


As l o n g as t h e t a x u n i t s a r e b a s i c r a t e t a x p a y e r s u n d e r b o t h s e t s 

°^ a l l   t h e ca s h b e n e f i t s do n o t v a r y w i t h income l e v e l s . 
o w a n c e S )


• I l 2 j j _ r e c t t a x e s : p r i c e changes ^ ̂  


T y p i c a l p r i c e e f f e c t 

p ' i n t o f b e e r 2p 


b o t t l e o f t a b l e w i n e lOp 

7 5 c
 l b o t t l e o f s h e r r y 13p 

B o t t l e o f W h i s k y 55-60p 

G a l l o n o f p e t r o l 9p 

G a l l o n o f d e r v 7^p ( 6^ p net of VAT 

0 k i n g s i z e c i g a r e t t e s 7p 


£ 10 


Ooes not include rounding up re q u i r e d by s t a t u t e 

I n c l u s i v e of VAT, except VED 




ANNEX 3 


T A X 
  = BACKGROUND FACTS 


I°ial_taxaUon 

s i n c e t h e Government came t o power t o t a l t a x a t i o n as a p r o p o r t i o n 


0
 GDP has r i s e n by n e a r l y B p e r c e n t a g e p o i n t s . The f i g u r e s a r e as 

f°llows:-


T a b l e 1 
 T o t a l t a x a t i o n * as % o f GDP ( m a r k e t p r i c e s ) 


1978- 79 34 . 5 

1979- 80 35 . 8 

1980- 81 37 . 3 

1 9 8 1 - 82 ( f o r e c a s t ) 40.3 


( * ! n c l u d i 
ng n a t i o n a l i n s u r a n c e c o n t r i b u t i o n s and l o c a l a u t h o r i t y r a t e s . ) 


Pe^s 
°naltaxati o n 
2. 

C a l c u l a t i o n s h e r e have t o t a k e a c c o u n t o f n a t i o n a l i n s u r a n c e 


C o n
 t r i b u t i  , cms as w e l l as income t a x c h a n g e s , ih e f o l l o w i n g t a b l e 

shows t h e 
p r e s e n t p o s i t i o n : 


Table 2 • f 
 ons as a p e r c e n t a g e 
i n c o m e t a x and n a t i o n a l i n s u r a n c e c o n t r i b u t i 

o f g r o s s e a r n i n g s 


M a r r i e d 


\ a v e r a g e A v e r a g e 2 a v e r a g e 

e a r n i ngs e a r n i n g s e a r n i n g s 


1978-79 
 28. 0 31 . 6
3
 16.4 

1 9 7 9 "
B ° 16.4 26.4 28 . 9 

" M - e i _ 21 6  27 . 5 29 . 9 


1 _
 ( f o r e c a s t ) 21.1 29 .4 32. 4 


* Wif 

e
 n e t w o r k i n g : t h e c o u p l e a r e assumed t o have no c h i l d r e n , t o 
a l l 
owa nces 
. S T ^ d i s t o r t i o n o f t h e f i g u r e s f r o m t h e a b o l i t i o n o f c h i l d t a x 
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By 1982-53 t h e e m p l o y e e s ' n a t i o n a l i n s u r a n c e c o n t r i b u t i o n w i l l be 2 1 

P e r c e n t a g e p o i n t s h i g h e r t h a n i n 1978-79. Even w i t h t h e i n d e x a t i o n o f 

a l l o w a n c e s assumed i n t h e f o r e c a s t , i n 1982-63 income t a x and n a t i o n a l 

i n s u r a n c e c o n t r i b u t i o n s as a p e r c e n t a g e o f g r o s s e a r n i n g s w i l l i n c r e a s e 

f ° r a l l f a m i l y t y p e s over 1961-52 l e v e l s 


3. The m a i n income t a x r e a s o n f o r t h i s change has been o u r i n a b i l i t y 
t o make any change i n p e r s o n a l a l l o w a n c e s l a s t y e a r , so t h a t t a x 
t h r e s h o l d s have f a l l e n as f o l l o w s : 

a b l e P e r s o n a l a l l o w a n c e s as a p e r c e n t a g e o f a v e r a g e e a r n i n g s 


S i n g l e r i a r r i ed 


1978- 79 20.1 31.3 

1979- 80 20.2 31.4 

1930-81 19.8 30.8 

1981-82 17.8 27.7 


3 1
 r | e t i n c o m e s a r e o f c o u r s e h i g h e r t h a n i n 1 978-79. The i n c r e a s e 

th e p r o p o r t i o n o f g r o s s e a r n i n g s t a k e n i n t a x p a r t l y r e f l e c t s t h e 

f a c t "h K 

t h a t e a r n i n g s have r i s e n f a s t e r t h a n p r i c e s . ) 


^ ^ _ s j c t o r 


Real r a t e s o f r e t u r n have been f a l l i n g s i n c e t h e e a r l y 1960s: 


T a b l e 4 :
 P e r c e n t a g e R e a l R a t e s o f R e t u r n ^ 

I n d u s t r i a l and 
e x c l u d i n g N o r t h Sea c o m p a n i e s 


c o m m e r c i a l c o m p a n i e s M a n u f a c t u r i n g 

1 SBO 13.3 13.3 

1 9 6 5 11.3 10.6 


1 9 7 9 

1980 .0 2.0 

1 9 B 1 

e s t i m a t e d ) 2.2 
 n . a 


oss o p e r a t i n g s u r p l u s l e s s s t o c k a p p r e c i a t i o n and c a p i t a l c o n s u m p t i o n 

at 


r e p l a c e m e n t c o s t as a p e r c e n t a g e o f n e t c a p i t a l s t o c k of f i x e d 

s e t s ( e x c l u d i n g l a n d ) a t r e p l a c e m e n t c o s t p l u s v a l u e o f s t o c k . 




R s a l i n t e r e s t r a t e s a r e now above r e a l r a t e s o f r e t u r n . 


c 
But t h e t a x burden, on c o m p a n i e s has n o t f a l l e n : 

"'"abie 5: Tax p a i d by i n d u s t r i a l and c o m m e r c i a l c o m p a n i e s ( e x c l u d i n g 

i!°£th__s_ea2 

L v b i l l ; 


Taxes on E m p l o y e r s T o t a l i n 

c o m p a n i e s ' NIC and ^2) c o n s t a n t 

i ncome ( 3 ) NIS Ra t e s T o t a l p r i c e s ( 4 


1978 2.8 4.3 1 7 8.8 8.8 

1979 2.7 5.4 1 9 10.1 8.9 

1980 3.2 6.5 2 4 12.1 9.1 


13.3 9.1 
1 9 8 1 ( e s t i m a t e d ) 3.2 7.2 2 9 


e s t i m a t e s o f p r o p o r t i o n p a i d by i n d u s t r i a l and c o m m e r c i a l c o m p a n i e s 


l n c l u d e s N o r t h Sea and u n i n c o r p o r a t e d b u s i n e s s 


i n c l u d e s m a i n s t r e a m c o r p o r a t i o n t a x , ACT, and t a x on company 

i n v e s t m e n t i n c o m e 


U ) 
° eflated by t o t a l f i n a l e x p e n d i t u r e d e f l a t o r ( 1 978 • 100) 


6 Comparing T a b l e s 4 and 5 shows c o m p a n i e s ' a b i l i t y t o pay f a l l i n g , 

U ^ t h e demands made on them v i r t u a l l y c o n s t a n t 


CONFIDENTIAL 
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ANNE/4 

HlHngtsci consequences of an i l l u s t r a t i v e £1 b i l l i o n tax r e d u c t i o n , e f f e c t e d 
^X_££tegory ( I )  , (2) o r (3) measures 

pSBR (£b) 


GDP 


Uns m p l C y r n s n  t 


^  1 Personal 

^sposable 

J-ncome (%) 


?

^ d u s t r i a l and Commercial 

companies 


l sPosable 

i n c o  (£b) 
m e


R a t i o n 
a
^ n g e i n RPI) 


k ,  J (04 on 04) 


Catesory 

(1) 

(2) 

(3) 


(1) 

(2) 

(3) 

(1) 

* (2) 


(3) 

(1) 

(2) 

(3) 


• (1) 

(2) 

(3) 


(1) 

(2) 

(3) 


1982-83 1983-64 

( 	 0.7 

(1.0 0.8 

( 	 1.1 


0.2 0.5 

0.2 0.4 

0.2 0.5 


-15 -50 

-15 -40 

-15 -60 


0.7 0.7 

0.6 0.6 

0.3 0.7 


0.9 1.3 

0.9 1.2 

1.4 1.9 


-0.7 0.1 

0.1 0.3 

0.1 0.2 


Not£ 	 These i l l u s t r a t i v e estimates have been made using the Treasury model, 

which - l i k e o t h e r economic models - has great d i f f i c u l t y i n d e a l i n g 

w i t h t h e e f f e c t of changing expectations i n f i n a n c i a l markets upon 

i n t e r e s t r a t e s and the exchange r a t e , and i n t u r n w i t h t h e i r e f f e c t s 

on company behaviour. This l i m i t a t i o n must be borne f i r m l y i n mind, 

"for the a c t u a l e f f e c t o f f i s c a l changes depends c r u c i a l l y on market 

r e a c t i o n s . 




BASIC TAX READY-RECKONER 

I l l u s t r a t i v e r e v e n u e e f f e c t s ^ ^ o f t a x c h a n g e s : £ m i l l i o n 

F i r s t y e a r F u l l y e a r 

Change b a s i c r a t e by 1p 875 950 

Change e a c h h i g h e r r a t e by 1p 35 70 

Change s i n g l e a n d w i f e ' s e a r n e d  315 390 '

i n c o m e a l l o w a n c e b y £100 


Change m a r r i e d a l l o w a n c e by £100 275 340 

Change c o r p o r a t i o n t a x r a t e by 1 4 0 70 
p e r c e n t a g e ' p o i n t 

Change N I S r a t e b y 1 p e r c e n t a g e p o i n t 700 1 , 1 6 0 

P i n t o f b e e r : 1p c h a n g e i n d u t y 95 95 

?5c l b o t t l e o f t a b l e w i n e a n d s h e r r y : 35 35 
10p c h a n g e i n d u t y 

B o t t l e o f w h i s k y : 30p c h a n g e i n d u t y 35 35 

G a l l o n o f p e t r o l : 2p c h a n g e i n d u t y 1 1 0 110 

C a l l o n o f d e r v : 2p c h a n g e i  n d u t y 30 30 
c eJ a c k e t o f c i g a r e t t e s : 1p c h a n g e i n P  n 4 0 4 0 

( w i t h e q u i v a l e n t i n c r e a s e i n o t h e r 
t o b a c c o p r o d u c t s ) 

V A T : 1 p e r c e n t a g e p o i n t c h a n g e i n r a t e 490 650 
VED: *>1 c h a n g e i n c a r l i c e n c e 16 16 

^ a r t a x : c h a n g e r a t e b y 1 p e r c e n t a g e p o i n t 5 0 65 

N o t e s 

^  ) I n c o m e t a x f i g u r e s c a l c u l a t e d o n a s s u m p t i o n o f s t a t u t o r y 


i n d e x a t i o n . T h i s h a s f i r s t y e a r c o s t o f £ 1 . 6 b i l l i o n 


and a f u l l y e a r c o s t o f £ 2 . 1 b i l l i o n . W i t h e a r l y M a r c h 


B u d g e t , f i r s t a n d f u l l y e a r e f f e c t s o f c h a n g e s i n 


i n d i r e c t t a x e s a r e b r o a d l y s i m i l a r . 
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