Frime Minister
17.7.89

Sir Emmanuel Kaye rang me about

the enclosed and delivered it today.
As he is going to mentien it on
Saturday, shall I pass it to

Faul Gray for comments for you

before-Saturday?
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10 DOWNING STREET

TTIE PRIME MINISTER 10 October, 1979,

Dear Emmanuel,

Thunk you Ior your, letter of- 3
and Toar the copy of your submizgico

Geagffray Howe an capital faxation.

A=z you probably know, Geoffrey has asked

Arthur Cockfield o carry oul a full review
of Capital Gains Tax and Capital Transfer
Tax; and I konow he will be gratsful for your
great practical experience of these matters
and the expertise with which tThe case 18

presented.

Yours ever,

(25D) MT

Sir Emmanuel Kaye, C.B.E.




" ewm Mrie tieta
e e g fras
weidot,

10 DOWNING STREET

A
PRIME MINISTER 3. 1L 4}
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Attached is a letter from h"
Emmanuel Kayve together with a
vary detailed submlssion whict
he has sent to the Chancellor
on capital taxation. I atta
g draft letter which vou might
like to sgend in reply.

5 Cctober 1079
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The Rt. Hon. Mrs. Margaret Thatcher, M.P

Prime Minister

10 Downing Street

LONDON SW1. Jrd October, 1870

CAPITAL TAXATION

When you were leading your epiriied aiffock on capital bransfer

tax, wvou stafed that you would repeal it end supported your
statement with a number of weighty arguments but, nevertheless,
gome thought that this would not be feasible. However, you will be
happy to know that you were fully in tune with a rigsing trend, since
the Federal Governments of Canada and Australia have done fust that,

Our work in preparing our representations fo the Chancellor of

the Exchequer on capital taxation has greatly strengthened our
belief that there 18 a powerful case for the abolition, rather than the
mere reduction or reform of capital transfer tax. Abolition

is correct in principle, cheap in revenue terms, and strongly
supported by the recent precedents | have quoted.

Abolition of the corresponding taxes in Canada and Auatralic has been
widely welcomed, little criticised and has caused no political
difficulties. Austrolia is particularly interesting because of its

cloge cultural affinities with Britain and its sitrong tradeés unions,

and its Labouwr Party. Austrglic has no capital gains tax either,

This is the system we would like fo see adopled in Britain.

The case for the abolition of capital transfer tax, as well as,
alternatively, its mere reduction and reform, is se! out in eur
representations and is briefly dealt with in cur covering letter lo
the Chancellor of which [ encloge a copy together with our sub-
migsion, We have tried hard to make it the most comprehensive
and thorough of those your Government is likely to receive

on this subject - and we hope the most helpful.
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The Rt. Hon. Sir Geoffrey Howe, Q.C. . M.P., Trxeteon G b A
Chancellor of the Exchequer i P ebechoat "':'E"“I':II""*"
11 Downing Street

LONDON § W. 1.
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CAPITAL TAXATION

I have pleasure in submitting representations on Capital Taxation
on behalf of the Unguoted Companies' Group, whose 21 members
provide empleyment for 171,000 people and whose present insoluble
capital taxation difficulties are echoed by thousands of other inde-
pendent unquoted companies up and down the country.

We hope you will implement our proposals in the Budge! and
Finanee Bill, 1880;

We have tried to make these represenialiong the most comprehensive
and thorough of those you are likely to receive on this subject. We
have aleso done ouwr best to make them helpful to you, especially by
detailed costing of alternative reductions in the rate schedule and
elgewhere, wherever poszible. We suspect that our representoiions
will contain numerous poinls of interest that will not be put to you
by others; and we hope that it will be possible for you fo give
them wour pergonal altention,

We ask you to consider very seriously abolishing capital transfer
tax and capital going tax. The combined yield of the remarning

taxes on capital - stomp duly, development land tax aond rates -

would still be a larger proportion of gross domestic product than
in any ofher Europeen country, 4.13 per cent compared wilh an

average of 1.66 per cenl in our continental Ewropean partners.

At present gifls of substance inter vivog often attract three taxes -
capital gains fax, capital transfer lax, stamp duty. The abolilion




Al s

of capital transfer tox and capiial gains tax would still leave stomp
duty .

We recogrilse that aholition of capital transfer tax and capilal gains
tox goes beyond the policies to which the Government 18 commitied.
But the cage for abolition i slrong - in principle, in revenue fterms,
a5 a major simplification of the fax svstem and as part ef the current
trend in the English-gpecking world (Canada and Australio), where
abolition of taxes on capital has been widely welcomed aond littie
criticised, Because the case for abolition has not recetved fhe
aifention it deserves, we exrplain it In our submission end urge that
it be seriously considered ag on balance much the most attractive
option.

If, to our regret, you are no! persuaded by the arguments for
abolishing these two taxes, the submission Mals o number of indis-
penzable reforms, including fopering for copilal gains tax and reducing
the rate structure for capital transfer tax. It ig parily becouse these
reforms would account forr a large part of the yield of these two

taxres that we regard thelr abolition, rother than mere reduction, as
the best and simplest solution.

Vhen you have had an opperfunily of considering the submission,

the fexation commitiee of the Unquoted Companies’ Group (4 members)
would greafly appreciate being able to discuss it with you either in
vour office or, if you prefer to save your office lime, over

lunch or dinner.

R S
'
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The Rt, Hon. Sir Geoffrey Howe, §.C.,M.P., Toxclion caw e e
Chancellor of the Exchegquer inm B edbacliad domdcdad,
11 Downing Street

LONDON § W.1,
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CAPITAL TAXATION
I have pleasure in submitting representations on Capital Toxation
an behelf of the Unguoied Companies' Group, whose 21 members
provide employment for 171,000 people and whose present (nacluble
capital toxation difficuities are echoed by thousands of other inde-
pendent unguoted companies up and down the country.

We hape you will implement our proposails in the Budgel and
Finance Bill, 1980,

We have tried lo make these representalions the most comprehensive
and thorough of those you are likely to receive on this subjecli. We
have also done our best o make them helpful to you, especially by
detailed costing of alternative reductions in the rate schedule and
elsewhere, wherever pogsible, We guspect thot our representalions
will contain numerous points of interest that will not be putl to you
by others; and we hope that it will be possible for you to give
them your personal attention.

We ask wou to consider very seriously ebolishing ecpital transfer
tax and capitel geins tax. The combined yield of the remaining

loxes on capllal - stomp duty, development land tox and rates -

would still be a larger proportion of gross domestic product then
in any other European country, 4.11 per cenl compared with an

average of 1.66 per cent in our coniinental Euwropean pariners,

At pl'f-‘ﬂﬂ*nl‘rgiﬂﬂ of substance inter vivog offen atiract three foxes -
capital gaing tax, capital transfer tax, stamp duly. The abolition

Jover




of capital transfer tax and capital gains tox would still leave stamp
duty.

We recognise that abolition of capilal transfer lax and capital gains
tax goes beyond the paolicies [o which the Government {8 commitied.
But the cage for abolition iz gtrong - in principle;, in revenue terms,
df a major simplification of the lax system and as part of the current
trend in the English-apeaking world (Canoda and Australio), where
gbolition of foxes on capital hos been widely welcomed and [ittle
eriticised. Decause the cose for abolition has not received [he
attention it deserves, we explain if In our submission and urge thal
it be geriously conzidered az on balance much the most attractive
option.

If, to owr regret, you are nol persuaded by the grguments for
abolishing these two taxes, the submission Hsts a number of indis-
pengable reforms, fncluding tapering for capilal gains lox and reducing
the rate structure for capitel transfer lax. [t is partly becouse these
reforms would account for a lorge part of the yield of these two

toxes that we reguord their abolition, rather than mere reduclion, as
the best and simplest soiution.

When you have hod an opporiunily of considering the submission,

the toxation committee of the Unguoted Companies' Group (4 members)
would greatly appreciate being able to discuse it with you either in
yvour office or, if you prefer to save your office time. over

lunch or dinner.




