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ii;l:‘,-wa‘uld be helpful to let you have a brief account
iminary thoughts on how I see the Budget shaping up.
a good way to go before I come to my decisions,
problems and choices are becoming clearer.

most difficult tasks I face is to re-establish
‘monetary and public expenditure objectives.
all other considerations. As you know, the
s likely to come out at between £124% and

red with the £8{ billion Forscast? last

d between February 1980 and January 1981 the
_{gma at an annual rate is likely to be just

+
d with a target of 9 per cent _ ZEe conts

expenditure plans we shall be
substantially higher than those we
My Budget must be seen to

te devel tEh

confidence by
h there are some
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ant forscnt (which assumes indexation of the
&lnwancuu and of the specific duties, and takes

W systam of stock relief and the measures
Nuvambe

r - the 1 per cent increase in employees’

‘,,”pra'ducing £1 billion in 1981-2) gives a PSBR next
REERRes o iR P T bil1ion (nearly 4§ per cent of GOP).
re ith the ?;hlisd medium term strategy figure of
fﬁillinn (some 3 per cent of GODP). Taking into
e extant of the recession, the external pressure

5 Judga that we should aim for a PSBR somewhat bslow
This would be in the range commentators in the
llawhare now seem to expect. But it means looking for

on in the Budget of perhaps £1 - 14 billion

the outlook on present policy.

atrass that the PSBR forecast could, of course,
i
r und the figures quoted above are necessarily

= tu formulate any proposals that would
B? zivnn the long struggle we had
We are now.
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With the exchange rate as likely as not to

high level, there is therefore a very strong case

- net increase in the fiscal burden borne by

ndeed there is a powerful case to be made for

cing the tax burden on businesses, even though this

W
ire addressing myself to the question of what extra

n I can impose on the personal sector, I have to bear in
e e cts of the increase in employees’' national insurance
outions (NIC) which will operate from the beginning of
This will be a most useful addition to revenue next

But Nequally, it is bound to 1limit my freedom of manoeuvre
e the 'real’ burden of income tax as well.

ruled out an increase in the basic rate of income
batement of the full indexation of the personal
ems unavoidable however. Full indexation would
per cent (the increase in prices during 1980).
m we can do, I think, is 6% per cent, which would
0 preserve "clear water" between the tax threshold
nsion. This would save about £1.1 billion
I should like, however, to do more than
,» and I am at present thinking in terms
r 10 per cent - which would reduce
billion. As it is, the NIC change

contemplate this year. We
ve sensibly can even though in
~ the excessive



?é‘gding on how it is possible to weight the

g in mind in particular the adverse effect on
businesses arising from increases in the fuel
not want to rule out 1% times or even perhaps
ation, which would have a further RPI impact

es in personal taxation (direct and indirect) of

e - with a combined PSBR reduction of about £1% billion -
tn:F:Fel‘ any significant scope for a reduction in company
C ‘hsi‘atently with the objective of reducing the PSBR
‘\—lian or more. I am anxious to include some further

. measures and to reduce the capital taxes on the lines
sent you recently. Beyond that I do not think
than about £4 billion at the most for the
ven if I shade down the size of the PSBR reduction
For planning purposes I am assuming that most
enue will have to come mainly from the personal
e lines already described.

i g}t Jjudgement also on how most effectively
companies that we can afford. The choice
ctad, and each has its disadvantages.
‘T for a reduction in the NIS. Further

n for companies would just
October (or a smaller
aLll‘ergsr package of
of 2 per cent from

) other measures) .
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£0.7 billion and a 2 per cent re Juction near
the PSBR in 1882-83)

with a risk that some of

some reduction would undoub

attaches

importance to hely

and it would be well rec

companies currently payin

heavy fuel o

contract for
field are such
the event c

result the PS

outweigh

industry. Despite its c

view, I have reluctantly
an option this year.
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Monetary targets

15. I am still thinki

my target for the mon

charted by the MTFS would

ary

But I may want to consider
rate for the determination of short
shall minute you separately about thi

discussions I am currently engaged in on monetary

4

(G.H.)
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