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C A B I N E T 

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

Memorandum by the Secre ta ry of State for Ene rgy 

1. Pe t ro l accounts for near ly a quarter of our o i l consumption and 
higher taxes on pet ro l wi l l be essential i f we are to r e s t r a in o i l consumption 
and give an incentive for high mi l e s per gallon motor ing , as other nations 
are doing and as i s anyway requ i red by our Tokyo and other commitments 
on o i l demand res t ra int . We are also committed to secur ing staff savings, 
wherever poss ib le , i n publ ic administrat ion. 

2. The report f r c m officials br ings out the c lear advantages of Vehic le 
Exc i s e Duty (VED ) abolition i n t e r m s of energy conservat ion and of staff 
savings. The Chance l lor of the Exchequer ' s ma in concern i s that one tax 
may prove a l e ss re l iab le revenue r a i s ing option than two. I am not 
persuaded. F i r s t , V E D i s a lready subject to a substantial l eve l of evasion. 
Th i s can at best only be contained, or marg ina l l y reduced, by employing 
more staff and committ ing more r e sou rces . Secondly, i f the Chance l lor 
of the Exchequer seeks greater ind i rec t tax revenues than would flow f rom 
the specific abolition proposals before us, there i s ample scope for 
increas ing the petro l duty as necessary . Both tax on pet ro l and pump 
pr i ces i n the United Kingdom are st i l l the lowest i n the European Economic 
Community ( E E C ) . Moreover , within the E E C Germany has a l ready 
decided to abol ish vehic le excise and others are consider ing doing so. 

3. I, therefore, urge colleagues to agree that we should now abol ish 
V E D , i n the interests of energy conservation, of m o r e efficient 
administrat ion and of incentive to our motor and re lated industr ies to 
maintain technological advance. 
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