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VAT ON FOOD YET AGAIN

As you may have seen from the article by "our political

correspondent" on page 12 of today's Financial Times, Robin

Cook has written to Mr Gummer to challenge him to reconcile

a recent letter from Barney Hayhoe to Geoffrey Howe about

VAT on food with the Government's repeated denials that it

intends to extend VAT to all food. At the same time, Labour

Weekly in their edition of today carry a piece by Chris

McLaughlin setting out some of the background to the story.

It transpires that the rumours I picked up earlier in the

week, indirectly from PA, were correct and can be substantiated.

The MST wrote to the Foreign Secretary on May 17, giving

him guidance as to how to reply to a letter from a Labour

Euro-candidate, Andrew MacKinlay. That letter was wrongly  

sent on to Mr MacKinlay himself. And it is now being widely

circulated by the Labour Party and used as a pretext for

their campaign. I attach copies of the MST's letter, the

Labour weekly piece, and Mr MacKinlay's original letter to

the Foreign Secretary.

2. Very probably this issue will come up yet again

at Monday's press conference. I am therefore briefing

:he Research Department and making thes,_4\Pai9Wle to them

immediately. Though there are difficult passages in the

MST's letter, there are also a number of others which are

not unhelpful, so the position should be manageable.

1.
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In the 1-heantime I gather ohat Central Office will today


be launching some kind of counter-attack on the Labour Party,

which will amongst other things recycle the "nonsense,

poppycock" line which has been taken with some success hitherto.

As Mr Gummer only received Robin Cook's letter about half
Cg4re.0114,00

an hour ago, ihere has been no time to consider whether and

if so how to reply to his challenge.NIWW Ani4j0 tioi •a2.0 drvt
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It also appears that the counter-attack on Labour (and

the Alliance) will run an argument which is designed to

help diminish the potential enthusiasm of the agricultural

community for either of these parties. This will be to point

out that both are advocates of the re-rating of agricultural

land. Bearing in mind your desire not to have gratuitous

commitments which restrict Ministers' future freedom of

manoeuvre in such areas, I am trying to see whether there

are any clear public commitments to the effect that we

oppose the re-rating of agricultural land. I believe that

the PM has ruled it out, probably in an answer to a

PQ. But I am checking on this just in case you should have

reservations of a familiar kind!

A N RIDLEY
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Treasury Chambers, Parliament Street. SW1P 3AG

The Rt Hon Sir Geoffrey Howe QC MP
House of Commons
LONDON SW1A OAA 1(May 1984

You wrote to John Moore on 12 April enclosing this corT-espondence
from Mr Andrew Mackinlay, the prospective Euro-candidate for the
Labour Party in the London South and Surrey East constituency.

As you know, our  1979  Manifesto committed us to reducing income tax
from the levels maintained by previous Labour Governments, and
envisaged that these cuts could be financed by a switch from taxeson
earnings to taxes on spending. Your first Buciget in  1979  took an
important step in-this direction by setting a new standard rate of
VAT of 15 per cent. Nigel Lawson's recent Budget continued the
process by extending the VAT base to cover two areas of expenditure
where there is a considerable element of discretionary spending -
building alterations and hot take-away food and drink.

We must continue to reduce direct taxation if we are to make it worth-
while to work and if individuals are to have real freedom of choice
in spending or saving their own money. This means the indirect tax
base will have to be further extended. We have no set views at
present about how this should be done, but it would be wrong to
assume that any part of the tax system is immutable. VAT is the
major tax on consumer spending, and clearly has an important part
to play. We are well aware of the importance of many of the zero-
rated items to families and the less well off, and would not wish to
make any move that placed a new and heavy burden cn family budgets.
But it would be wrong to inter-oret that as a commitment to retain the
present VAT structure indefinitely.

I should add that aur views on this have not been influenced by aur
European commitments, as Mr Mackinlay appears to think. It is true
that under Article 28 of the European Community's Sixth Directive on
VAT, zero and reduced rates are to be reviewed by the Council of
Ministers every five years. However the Directive makes it clear
that zero-rating can only be abolished in this way following a
unanimous decision of the Council, and would therefore require the
agreement of the United Kingdom.

BARNEY HAYHOE
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Allout attack on ToryPolice set
for new
demo 	plan to widenVAT ,./.,;) diarges 

BY KEN HYDER

Al()UR has entered thelast x%cck of the Europeanelections with a concertedatt.ick on Tory plans to putup food prices by slappingm essential goods.The Tories' intentions werereve;i led in a letter from treasuryni in iso r Barney Hayhoe to for-eign wcretary Geoffrey Howe.In th letter, dated May 17 last,llashoe refers to the need to extendi he in,lit,et tax base if direct taxesare cse; i(1 he cut.
A rn I H• says: "VAT is the majorconsumer spending, andclem !, ,c an important part to
• ,t e well aware of the impor-




tan,:e .0 many of the zero-rateditrrrr\In-lilies and tbe less wellof t. :In, I Id not wish to make any
tin,veft placed a new and heavyhr n • family budgets.
"PH; .,ould be wrong to inter-pret t!'• • ei commitment to retainthe er, • r VAT structure indef.-omet,

Labour

CHRIS MCLAUGHLIN

Hayhoe's letter to Howe wasprompted by the questioning, ofLabour Euro candidate AndrewMackinky who wrote to all theWestminster MPs in the LondonSouth and Surrey East Euro con-stituency. Howe then passed onHayhoe's letter to Mackmley.Hayhoe's comments are seen bythe Labour Party as particularlyworrying in the light i)f pressurefrom other EEC members for Brit-ain to lift its zero rating on someessential items such as food, child-ren's clothing, gas, electricity andfares.

to civilised society by LothianEuro election candidate, DavidMartin, who said this week thatthey were "a blatant attack onthe poor and vulnerable."It is further evidence of the

As Hayhoe points out, zero-rat-ing can only be abolished by unani-mous decision of the council ofministers, which would requireBritain's agreement.Labour fears the government ispreparing the way for that decision.This, the party estimates, wouldmean low income families wouldhave to spend nearly 4 per centmore of their weekly budget onfood. For high incomes families itwill be only 2 per cent.Abolishing all zero rating wouldadd about £4 a week to the low paidfamily's food costs and £6 to theiroverall spending.
In the last week of the campairoLabour intends to drive home the

take us back to the Octavian eraof soup kitchen socal services,"be said.
Tbe regulation changes wouldlead to claimants not eatingproperly, or becoming homeless. 


message that this is just the latest ofa series of Tory food price increaseswhich include:
consistently rubber stampingproposals to increase commonagricultural policy prices, even forgoods in the notorious food mclin-tains;
the imposition of 15 per centVAT on hot take-away food irrthelast budget;
a 50 per cent rise in milk prices.Labour is also attacking the alli-ance over its splits on defence.Alliance candidates are to be chal-lenged to state which way theywould viz4eif a motion condemningcruise missiles and for their removalfrom Britaincame before the Euro-peanassembly.

When this motion was put to thecommons by Labour, three SDPMPs voted against, three wereabsent, while five Liberals votedagainst the Labour motion, two infavour, one abStained and ninewere absent.
A government motion sumt-ing cruise had the three SDvoting against that as well, whilethe Liberals votedagainst

TI-IE government is likely to usethe miners' dispute as a spring-board for bringing in changes inthe law to make it easter forpolice to' charge demonstrators.Recommendations by the LawCommission last October on theoffence of unlawal assembly arenow set to be adopted.Tbe idea is to replace the commonlaw offence of unlawful assemblywith two other offences coveringi violent disorder and collective be-haviour which may cause fearamong others.Tbe aranment that it would effect-ively reduce tbe fortifier the offenceh swims. The prevent commonlaw offence technically carries asentence up to life imprisonment.But in practice offenders do notreceive more than the live, or twoyears maximum in the replacententhows. "
At the moment unlawlid maemblyoifes are beard at the crowncourt and it has been extremelydifficult for police and prosecutionto secure a result from a jury.The new offences could be beardin magistrates courts as well.The miners' dispute again high-lights the panoply of offences polkehave at their disposal to /wino

Back to the victoria! eraSOCIAL security rule &anew vernment's. determination to
have been describedm a the welfare state and



London South
&Surrey East Labour Party

Prospective Euro'CandidateANDREW MACK1NLAY

365 Leatherhead Road. Chessington. Surrey K19 2NQ  
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 of Commons

London SW1
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I wonder if you have seen the report in
 the Sunday Times (18 March 1984)

- a copy of which is attached - in whic
h it is alleged that your colleague

Nigel Lawson is preparing, during his p
eriod of office,to extend VAT

to areas which hitherto have been exemp
t or zero rated. This inevitably

leads one to the conclusion that amongst
 those items which could have

VAT added to their cost by the end of t
his parliament are:

Children's clothes

All food and groceries

Commuters' bus/train fares

All construction

Electricity

Newspapers

The Sunday Times report has come as no 
great surprise to me; although I had

hoped against hope that my earlier susp
icion that the Conservative Govern-

ment would contemplate putting VAT on s
uch essentials would not come about.

Such a step would not Only increase cos
t for businesses, but would also

hit some of the poorest and most disadv
antaged in our community.

My earlier  suspicion3  that your colleagues in the Conservative Government

would extend VAT in this way was aroused when I learnt that the EEC

Council has to review reduced  rates of VAT and exemptions every fiNe

years on the basis of a report from the Commission and, "where appropriate,

is to adopt the measures required to ensure their progressive abolition."
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Like so many things that go on at Commission and Council of Minister

level at the EEC, this threat to the British taxpayer is not widely

known. I am sure you would agree that they do have a right to know

about this. They will also be keen to learn that their MP's will

resist such moves in the House of Commons. I hope you will not think

it impertinent, but can I ask,would you be prepared to vote against

such VAT extensions if and when Nigel Lawson places them before the

House of Commons?

I look forward to your reply.

Yours sincerely

Q
Andrew Mackinlay



From: The Rt. Hon. Sir Geoffrey Howe, QC MP

HOUSE OF COMMONS

LONDON SW1A OAA

/2th April 1984

should be grateful ifyou could let me have a suitable replyto the enclosed letter from
Mr. Andrew Maokinlay, the ProspectiveEuro' Candidate for London South andSurrey East in a form that 1 can publishin the local press.

John MoCre, Esq., MP,
The Financial Secretary,
HM Treasury.
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