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U M E N T IS T H E P R O P E R T Y O F H E R B R I T A N N I C M A J E S T Y ' S G O V E R N M E N T 

C(79) 52 C O P Y NO 81 

29 October 1979 

C A B I N E T 

R E V I E W O F V E H I C L E E X C I S E D U T Y 

Memorandum by the M in i s t e r of T r anspo r t 

1. In announcii-g the review of Veh ic l e E x c i s e Duty (VED ) I had four 
ma in points i n mind : 

i . The Chance l lor of the Exchequer was bound to be reluctant 
to surrender such an instrument of ind i rect taxation. 

i i . In Opposit ion the Shadow Cabinet had decided to oppose a 
switch f rom V E D to pet ro l tax and some colleagues had r e l i ed on 
this pledge during the election campaign. 

i i i . Among the organisations opposed to the change were the 
Confederation cf B r i t i s h Industry, the National F a r m e r s Union 
and the motor ing organisations; and 

i v . i f i t was decided to re ta in V E D we would nevertheless want 
to achieve substantial savings i n manpower i n the C i v i l Se rv ice . 

2. It was a lready c lear that we could expect significant reductions i n 
manpower i f we decided to abol ish V E D . But the poss ib i l i ty of achieving 
s imi l a r benefits while retaining the tax had not been investigated. T h i s 
has now been done. 

3. T r a n s f e r r i n g l i cens ing work to the Post Office would offer 
significant manpower savings. It would not require leg is lat ion . We would 
be using public sector r esources more efficiently and the publ ic would have 
a more convenient serv ice than they have now. The Post Office would 
need only about 200 extra staff. Under this proposa l 3, 000 post offices, 
including 1, 000 sub-off ices, would provide l i cens ing faci l i t ies - only 2, 000 
do so now on a l im i t ed scale and for a l l but the mosrt routine transact ions 
the public have to go to one of only 81 of m y Department 1 s l o c a l off ices. 
We can count on post offices being able to handle re l i cens ing , but further 
investigations a re needed to see whether they can also take on the m o r e 
complicated f i rs t l i cens ing transact ions . 
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4. We could achieve further staff savings by abol ishing shor t -per iod 
l i cences . I would be against complete abolition because of the l a rge 
number of motor is ts (5^ mi l l ion ) affected but I would support a change 
f rom four monthly to six monthly l i cences coupled with a stamp savings 
scheme. T h i s would produce a useful manpower saving and extra revenue. 

5. Retention of V E D would st i l l of course leave the p rob l em of 
enforcement. T h e r e are measures that m y Department can and wi l l take 
but i n the long t e r m I am attracted by the idea of tax on possess ion . T h i s 
would involve paying tax for having a car rather than, as at present, for 
using i t . T h i s would incident ia l ly also produce further staff savings. 
Fur the r study i s needed and i s i n hand. It may not be poss ib le to introduce 
this change before the computers at Swansea are rep laced i n 1983, but i n 
pr inc ip le I think the change would be des i rab le . 

6. If therefore we decide to reta in V E D and tc adopt the changes I have 
indicated above, I would be able to offer savings of 1,150 to 1, 350 staff and 
£3 m i l l i o n over the next two or three yea r s and poss ib ly a furthear 200 staff 
and £1 m i l l i o n i f we were able to introduce a tax on possess ion . The 
savings, though substantial, are l e s s than we could get f r om abolit ion. 
But we should be retaining an important source of tax revenue and keeping 
to a dec is ion we took i n opposition on which many of our supporters r e l i ed . 

7. C l e a r l y this i s a balanced dec is ion . Neither course i s free of 
po l i t ica l disadvantage. However m y view i s that V E D should be retained 
but at the same t ime we should seek to achieve the staff savings I have 
indicated above. 

N F 

Min i s t ry of T ranspo r t 

29 October 1979 
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