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A. Introduction

The background to this year's Budget is the

%
@
D

dramatic and unprecédented fall in the world

oil price.

But the Government's objectives remain
Ly

<§§i§> changed: the conquest of inflation and the

———

gigégion of an enterprise culture.
Angiggéég?vernment's policies are unchanged,

ey

—

too: policies of sound money and free markets.

Not least because these are the only routes

to more jobs .

o
So my Budget today will carry forward the

Q
themes of my two pre 'z;s Budgets, and sow some
seeds for the future.
In the course of my speech 11 begin by
reviewing the general economidiéiﬁ%-round to
the Budget, and go on to deal with

issue of oil.
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I shall then discuss monetary policy and the

fiscal prospect, both this year and next.

I shall then turn to the question of direct
help for the unemployed.

Finally, I shall propose some changes in

taxation designed to assist in achieving the

Gijijconomic objectives I have already outlined.

Ci%éb sual, a number of press releases, filling
o§§

details of my proposals, will be
available from the Vote Office as soon as I

have sat down.

‘o

o

@
%
DY
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B. The Economic Background

I start with the economic background.
The strength and durability of the current
’___,__—A Qu——

economic upswing continues to confound the
commentators.

e can now look back to very nearly five years
jwth at around 3 per cent a year.

6§2§gre important, 1985 was the third

successive year in which we secured the elusive

combinatioq<§§§%teady growth and low inflation

- the first f%%i?%his has been achieved since
O
the 'sixties.

o
In 1985 as a whole, output grew by a further

34 per cent, the highest rate of growth in the

European Community, and higggggg%?g the United
States, too. <§i§b

Within that total non-oil exports g over

6 per cent, to reach yet another a%j2%§me

record.
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———Dpespite a marked slowdown in the growth of

———————

world trade from the heady pace of 1984, the
current accQunt of the balance of payments was
in surplus for the sixth year in succession -
this time by some £3 billion.
Inflation ended the year at around 5% per cent
and falling.
loyment continued to rise, though still not
nough to reduce the distressingly high

number of people out of work.

I shall have more to say about that later.

Manufacturdustry, the subject of so much

o
ill-informed &%iiint, had another successful

o
year, with its oééi?b up by 3 per cent, its

o

productivity by 4 per cent, its investment by
R s Yan

5 per cent, and its exports 6 per cent.
o e ———
As the London Business 1 recently

observed, looking at

performance:
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BHRGETh“SnTyONnLXr I which manufacturing

industry has been so successful in holding its

market share, and in keeping pace with world

output".

At the heart of this success lies a remarkable

turn-around in productivity.

<§§§§%§§ six years prior to 1979, Britain's

of growth of manufacturing

at less than 1 per cent, was the

industrial nations.

In the six yg§§§§gince 1979, our annual rate of

growth of ma cturing productivity, at

o}
34 per cent, has b{éii%kcond only to that of

o
Japan.

Looking ahead, I expect 1986 to be a further
year of steady growth with lo
Indeed, with output forecast to

cent, and inflation to fall to 4 per \,@

is set to register our best overall perfo
—

for a generation.
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The pattern of growth should also show a

satisfactory balance, with exports and

investment expected to grow rather faster than

e ——————
————

consumer spending - as indeed they have during
the sustained upswing as a whole.
But the uncertainties inherent in all these

forecasts, good though their track record has

<§i§b is reinforced by constant reminders that

’

Sg§§§§§§in an uncertain and turbulent world.

One particular difficult aspect of this is the

febrile nature of the world currency markets.

There has bome improvement here.

o
The Plaza Agregg;i; between the Group of Five

Y
Finance Ministegiiz last September has

o

undoubtedly led to a more sustainable pattern

. i

of exchange rates worldwide.

Since Plaza, the dollar has<§§g§ien by some
(15) per cent against the he major
currencies as a whole, with the pound up

by (5) per cent, the Deutschemark by (20) per
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cent and the Yen by (30) per cent - a pattern

broadly in line with what those of us who were

party to the agreement intended.

A — ey

This process will be assisted further if the

passage of the Gramm-Rudman amendment succeeds
e P

R
P

“in securing its objective of a much-needed

reduction in the United States budget deficit.

Qé;%%éﬁpwhile, the Plaza Agreement has already
géégééiid in reducing, at least for the time
being, the dangerous protectionist pressures

that were building up in the United States.

Provided wé<i§§>not over—ambitious, I believe

o
that the Plaz accord 1is something we can

O
usefully build on.

o

But the most dramatic development on the world
economic scene, and one considerable
importance to this country, h

the collapse in the price of oil)

It s -t that- I ‘now turn:
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C. Oi

I presented my Budget last year at the end of a

12-month coal strike.

I observed at the time that it was a remarkable

tribute to the underlying strength of the

itish economy that it had been able to

and so long and damaging a strike in such

gooé shape.

We now have to face a challenge of a very

different

O
Over the past w months the price of oil has

<o
almost halved, anh it our North Sea oil
N ——

o

tax revenues and earnings from oil exports.
————— ———

Not surprisingly, perhaps, this initially
caused a fair amount of

financial markets, with

some 8 per cent.
/——\
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I decided that it was right to respond with an

immediate one per cent rise in short term

interest rates in early January, and this

helped to prevent the downward movement of the

exchange rate from developing an unhealthy

em——

momentum of its own.

<§§§§§S>ut equally I thought it right to resist the
\ @ a time very strong, but to my mind
J

stified, pressure to raise interest rates

still . turther.

That pressure now appears to have subsided.

(’I‘here has some speculation that the

i o T
f%_——ﬂ turbulence in géi>oil market, which from time
O<§;;§
to time has fed ugh into the financial

¢ o
GXMJi oo ﬁh«x?f
markets, has been deliberately exacerbated by

[’,‘] S v—wJLl &/;4/4

VA UL MR
419 j q& some leading OPEC countries 4im an attempt to
.l’ﬂ *' \XL& S’\‘/\‘AA \: " S—— S—y PRESE

force the United Kingdom to ck its own
oil production and thus becom

member of the cartel.
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hold a meeting of OPEC Ministers to coincide

with today's Budget 1is part of that same
process.

I have to say that, if any such tactics are
indeed being employed, those employing them

Q!g;b are wasting their time:r]
ii re

is no question whatever, and never has

Q%§§> ny question, of the UK cutting back its
i igr

oil tion in order to secure a higher oil

price.

In the i [ the whole outstanding
Sea has been based on the

factthatsitiagik st oil province in'the

world, in which deciskgns on levels of output

are a matter for the companies and not for the

Government. Q!§§>

And in the second place, we ar only, or

even principally, a major oil produe are

also a major world producer and trader<g§§§§§3§
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there is no overall UK national interest 1in

keeping oil prices high.

I am aware that a Report, recently published in

another place, which attracted a certain

amount of publicity at the time, predicted that

"as the oil revenues diminish the country

will experience adverse effects which

éé§§§§>l worsen with time"

i1
- ef of a most alarming nature.

Had the authors of that Report dreamed at the

time that ha oil revenues would disappear
within a matte€<§%>months, their conclusions

would no doubt hav?even more apocalyptic.

As the House knows, Cﬁ have always believed

their analysis to have been profoundly

mistaken. Q!§§>
But certainly it is going to be §§G§§Sbthe test
sooner than anyone expected. <€é%§%§>
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likely to remain an oil
producer, of a gradually diminishing volume of
oil, for the next 25 years or so.
If we can survive unscathed the loss of half
our North Sea o0il revenues in 1less than 25

weeks, then the prospective loss of the other

half over the remainder of the next 25 years

Q§;§%§§UId not cause us undue concern.

of course, true that in relative terms
we do lose from the collapse of the oil price.
That is to say, the really big gains will be
made by thr non-oil-producing countries
o
such as Germang<and Japan, where growth will be
o
boosted and infla already low, is likely

o

to fall virtually to zero.

But the o0il price fall will be beneficial for
the industrialised world asqg§%%§%e, and even
for the United Kingdom what w

swings will more than offset what

the roundabouts.
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economic activity and inflation will -if

/

anything be slightly better thandﬁyﬁﬁf/they

would have been without the o0il price collapse.
And what of the balance of payments?

Thanks to the abolition of exchange control in

Q!g;b 1979, we have been able to use a good part of

Qéé%i?i; earnings from North Sea oil since then to

0.{)& up a massive stock of overseas assets.

Ojgéii} verseas assets have in fact risen more

than sevenfold from £12 billion at the end of

1979 to. . some £85 billion' at. the" iéend .of *last

—— 0
This is a far bi <§r tal  than that poésessed

by any other Europea ountry, and bigger than
& _w

the United States, too.

R ———
The earnings from those aiéiiﬁb will be of

increasing value to our balance ments in
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manufacturing trade balance.

For while the British economy may not gain a

great deal overall as a result of the oil price

collapse, there will be considerable

differences within the economy.

@@he major gainer will be the internationally

traded sector of industry 1in general, and

..,J'.w in particular, which is already
enjoyk%oth lower o0il prices and a lower

exchange rate against its major competitors.

—

This provide‘ ritish industry with an

outstanding opp@c@ity both to increase its

exports and reduceo@t penetration in the

o

home market.

It has no excuse for not seizing that unique

opportunity. <§g§b
But it will only be able to do sg@t meets
two conditions. @5?

5
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labour costs.

Second, it must spend more of its much
healthier level of profits on investing for the
future in Research and Development and in

training.

Qéé%%ﬁfoth the opportunity, and the responsibility

the shoulders of British

Meanwhile, despite the massive fall in oil

prices, I ex the current account of the
balance of pa§?§f€g to remain 1in sizeable

surplus this year,ckgiggpe £3%4 billion.

As I have said, the?% will be gainers and
I\

losers within the economy.
o]

If industry is the main gaine in loser,

a
at least in the short term, is Chancellor

of the Exchequer. éé§i§>
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Wor the British economy

is not always good for the Chancellor.

I can live with that.

But it does mean that North Sea o0il revenues,

which are likely to amount to not far short of

£12 billion for 1985-86, are bound to be very

<S§§§%§§@uch less in 1986-87.
d, on the assumption of an average North
@é
|

price .of $15 a barrel, which is close
6g§§%erage for the past month of $16 a

barrel, o0il revenues in 1986-87 will be

to

virtually ha%géggét some £6 billion.
v_v

This has obvioégiigélications for the Budéet.

o
But the important is that, just as we

o

successfully weathered a year 1long coal

strike, we have been able to take the

unprecedented collapse in thé&éé%%?&}ce in our

stride. <§i$®
We have been able to do so, first,<ééé%%35>of

the underlying strength of the economy in

of growth, inflation and the external account.
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have earned over seven years for sound and

prudent financial management.
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Dk Monetary Policy

The framework within which that sound and
prudent financial management has been pursued,
and will continue to be pursued, is the
Government's Medium Term Financial Strategy.
usual, I am extending it forward a year.

O

e heart of the MTFS lies the objective of

steéﬁ§%> reducing the growth of total spending

power in the economy, as measured by GDP in

cash terms, a period of years, at a pace

that will gréa ly squeeze inflation out of

L) : :
the system while the same time leaving

adequate room for regl growth.

Within the MTFS, the central role is played by

————

monetary policy, for it ov all 'By

—

e
controlling the growth of money (éi?gk economy
that the Government is able to inféég??& the

growth of money GDP. <§;>§

——
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cent for narrow money and 5 to 9 per cent for
broad money, or liquidity.
Over the 12 months to mid-February, the

targeted measure of narrow money, MO, grew
——

towards the bottom of its range, but that of

e ————————

broad money, £M3, at well above the topof ats

Qiji}ange.
éé§§§¥>speech at the Mansion House last October,

I ned why this was so, and how monetary

policy would henceforth be conducted.

Consistent , that, I shall be retaining the

same two targ@;;égbregates for next year.

For narrow money<,> arget range for 1986-87

will be that indic&ted in last year's MTFS,

namely 2 to 6 per cent.

g

For broad money it will be 5 per cent.
This reflects the well-establi emand, at
a time of low inflation and

positive real interest rates, to hold a

proportion of savings in liquid form.

. |
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decline in inflation, which 1 is the

Government's firm intention to achieve.

In operating policy, it will of course continue
to be necessary to have regard to a range of
other evidence about monetary conditions, of
which the most important is the exchange rate.

he only effective instrument of monetary

icy 1is the level of short-term interest

There is thus necessarily some difference in

status between'the targets for narrow and broad
money. 5

o

Further details en in the Red Book.
The House will, I kngw, be glad to learn that
that is all I propose to say about monetary

policy today - except to re hat I said at

the Mansion House, that thesiéiiab test Af
moentary poilicy is its success ucing
—— i ¥

N
inflation. X%
Nrr——
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I shall be giving a fuller exposition of the
Government's monetary policy, and how it is
conducted, at an early date.

(Consider "standard" insert on interest rates
and pay, as explanation (in part) of why ours

are so high]

@
%
D
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E. Public Sector Borrowing

Monetary policy must always be supported by an
s ——————

appropriate fiscal policy.

——

That means, in plain English, keeping(public

—

<§;§?§§§ector borrowing low.

tturn for the public sector borrowing

req Hég%ébt in 1984-85, which had to bear the
A S———

bulk of the cost of resisting the coal strike,

was £10 billéf%?bor just over 3 per cent of

‘o

In my Budget last yea® I planned to reduce it

substantially ini 1985=86, to: £7 billion, or.2
‘\\

per cent of GDP. <§g§b

In the event, despite the loss o tllion of

North Sea oil revenue, this year's @%g;b ooks

like turning out at a little under £7 bwlli

e
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months comes to under £3 billion.

This successful outcome, which represents the

most substantial reduction in the PSBR as a

proportion of GDP since 1981-82,

attributable to two factors.

irst, public expenditure has been kept under

gontrols

the outturn 1likely to be well

withk6;§5§e planning total, but spending in

1985-86 is expected to be below the previous

year's 1evel<i§§§%fl terms, even after allowing
for the effecté?si?%he coal strike.

o
And the second fa behind the successful
P Vegg ; ¢
PSBR outturn for 1985-86 is that the £2 billion

shortfall in o0il revenues has been offset by

the increased buoyancy of <§§§§>revenues,
@iji}nd an

reflecting a healthy econom

increasingly profitable corporate secéé§§§§>

BUDGET SECRET | NOT TO BE COPIED
BUDGET LIST ONLY




BUDGET SECRET

BUDGET SECRET NOT TO BE COPIED
ed a PSBR for 1986-87

of £74% billion, or 2 per cent of GDP.
Some would argue that, in the light of the
£2% billion increase i projected

privatisation proceeds, I ought to aim well

below that.

Q!g%%ikgthers would claim that, since the sharp drop

isaged in o0il revenues is more than double
in privatisation proceeds, a higher

figuﬁgéggild be appropriate.

As last year, my judgement is that the wisest

course is to<§§§§% broadly to our pre-announced

o

figure.

o
But given the uncer é::}ies over the oil price,

I have decided, withi? that framework, to err

on the side of caution, and provide for a PSBR

of £€7 billion, or’iiﬁper cent <§§§§§

Needless to say, this does not @ me to
O

reduce taxation by anything

the
£34 billion foreshadowed in last year's %$;§§>
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£5 billion of oil revenues in 1986-87,

compared with what was envisaged a year ago, I
would have expected to have had to increase
taxes in this year's Budget.

However, not only have the tax revenues this

<§g§b§§ear from the 95 per cent of the economy that

<§i§bnot oil proved to be notably buoyant, but

every sign that this will continue

19 7, assisted by a rather higher rate

of economic growth than was foreseen in last

year's MTFS. ;
This

continued <>i r of the non-North Sea

economy, which féif;iijby to add more than

£3 billion to expected non-North Sea tax

e t—— PRETLE

revenues, coupled with public spending which

remains under firm control, Qfg;btransformed

what might have been a bleak prospe

As a result, I am able this year to a ate

a relatively modest net reduction in the é;%ﬁk

of taxation, of a shade under £1 billion.
& .
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turns out to be different from the $15 a barrel
I have assumed for this year's Budget.
If any departure is purely short term, that is

most unlikely to have any significance for

/\/W’w

/\/

m?iu;o vﬁvdgﬂf cxea o 0\‘“%/“Mﬂ'x;;w gipgle&;‘ quju; Q‘Yu&
\ Se N R Ak iy yalcrhe bant
e e . il L ]

we ekt k2 RV G H a0 S

e R
S

‘ 34 ML Wrea Y0 e o %@j}kt\dmlx\pm

M en ‘o uadld b M?u) Uetapne b J\
e o ke ek B el ) haendy teda
AT~ ‘4"‘ u:"t*}. foa k—v'\uvl bﬂa@.”

%
Q
@,

BUDGET SECRET 5—’ NOT TO BE COPIED
BUDGET LIST ONLY |




BUDGET SECRET

BUDGET SECRET NOT TO BE COPIED
BUDGET LIST ONLY

Fr. Help for the unemployed

I turn first to the continuing problem of high

unemployment.

Q!§§> It is a problem that can be solved - and there
i@no secret about how.

Phe “solution to the problem of unemployment -
and : i he only solution - requires progress

on two key fronts.

The first is a _sustained improvement in the

per formance of:égf ss and industry, and thus

of the economy as
That is what every aspect of the Government's
economic policy has been designed to assist,

and ) 1o is already achiepi impressive

results. iéé%if%
The second is a level of pay whibles
workers to be priced into jobs insggggiééé
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particular ensures that British industry can
hold its own against our major industrial

competitors.

It is here that Britain's weakness lies.

the plain fact is that labour costs per

competitors overseas.

Productivity ndeed, rising quite rapidly.

But pay is risig> aster still.

o
It is this - and no alleged dependence on

e —————
D g —

)
oil - that constitutes the Achilles heel of the

G e e —

British economy.

And I have to say that, in a <§§§§§nomy - as

the CBI has frankly and co
acknowledged - it 1is the responsibij

employers and management to control indus

BUDGET SECRET . NOT TO BE COPIED
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| BYDGE LI Q8Yvoh wil1 auly come into

operation next month.

It will be a giant step towards our objective

of ensuring that no youngster under the age of
——" il

need be unemployed.

it ——————————

also announced in last year's Budget a

stantial expansion of the Community

—

year, or, in the case of those between 18 and

24, for more<§§§§bsix months.

o i g —

The Community P?> amme, which offers work for

o
up to'=a ‘year on p s of benefit to the

community, is currently providing almost

200,000 places.

I have agreed with my Rt. Hon.QQ%%??SSle Friend
the Secretary of State for Enplo ot o
provide the funds to raise the evengfé§§> get
for this year to 250,000 places - very n€§§%>

double the number that existed a year ago.
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the Community Programme will be raised to £67 a
—

week from next month.

Last November my Rt. Hon. and Noble Friend

announced two new pilot schemes to provide

—————

<§§§i%§ further help for the long-term unemployed.
4 1

— ~—~—

Gi§5>se new initiatives, which began in January,
gé%%?§§>counselling scheme open to all the

long=- unemployed in the pilot areas, and a

Jobstart allowance of £20 a week for six months

B —

for those long-=term unemployed who take a job

at less than £ ai%;%éek.
already proving © and have
s '

accordingly decided t© provide the funds to

The pilot schemes are

develop these imaginative new initiatives into

single programme cover he entire
country., <§§§E}b
This means that every single on the
long-term unemployed throughout the laiicgéi&

BUDGET SECRET NOT TO BE COPIED
BUDGET LIST ONLY




BUDGET SECRET

BUDGET SECRET NOT TO BE COPIED
&UPAQEI Itlcs-';noﬁh]!n and offered help in

finding a job.

I shall also be providing the resources to
launch a new scheme - the New Workers Scheme -

to help 18-20 year olds to find a job.

o<§§§§>old at not more than £55 a week or a 20

year d at not more than £65 a week.
The New Workers Scheme should provide a

worthwhile ive for employers to create

jobs for young 8

Finally, I have agreed to a substantial

enlargement of the proven and highly
w

successful Enterprise Allowan eme, which

Gk
makes payments of £40 a week for ééiib a year

to assist unemployed men and women to in

business on their own account. C;§>>
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that will enable the

annual rate of entry to the Enterprise

Allowance Scheme to be increased from its

present rate of 64,000 to 100,000 by April
e s

1987, and to provide more training for those

involved.

Qé§§%§§bt the same time I propose to improve the tax
<§ t%::tment of payments made under this scheme.

The otal public expenditure cost of the

measures I have outlined comes to £195 million
S ——

in 1986-87 a0 million in 1987-88.
These gross 68§§?> will, however be partly

o
offset by savings oéiiggial security benefits,

leaving a net public expenditure cost of

£100 million in 1986-87 and }5165 millionf in
Q)

1987-88.

———S——

This will be financed from the eserve, and

O

there will therefore be no overall a to

planned public spending. <§;§§
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G. Business and Enterprise

I now turn to the taxation of business and
enterprise.

While the measures I have just announced help

Q!g;b the unemployed directly, in the long run what

Eiéifsjlly matters is the creation of a climate in

business and enterprise flourish.

For§§é£é>§is business and enterprise, not

Government, who create jobs.

The new and‘dmp ved system of Dbusiness

o , SO

taxation which I ced in my 1984 Budget
has reached the end oF its transitional phase
and comes fully into force next month.

From then on the United King 111 have, at

35 per cent, the lowest rate of r tion Tax
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make.
First, I propose to ensure a full measure of
depreciation for tax purposes for short life

————————————

agricultural buildings and works, by giving

the taxpayet the option of making balancing
_—_—‘__-/-'

djustments on the sale or destruction of such
\ I——

I propose to reform the mines and oil

wells<§£§ghances broadly along the lines of the

proposals published in last July's

consultative gif??fnt.

The overall n@ii%genefit of Sathis: wEo the
industries concé%éézib will amount to

£45 million in 1987-88%

g

Otherwise I propose only minor technical
changes to the taxation of Nor odl: buf ' if

am continuing to keep the omics of

incremental investment under review, “a all

not hesitate to introduce at the ea %ﬁ;gﬁ

2
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@
N

I need to set the 1987-88 car and fuel benefit

——— —————

scale charges for those with company cars.

At the same time the motor industry have

Q!g;b represented to me that the discrepancy between

Qig;} engine size break points in these scales
aé; e break points in the new European
Commu€§§;>directive on car exhaust emissions

is potentially damaging to their international

competitivene

Accordingly I C?Efg%se from  April - 1987, %o

change our break

directive.

R O o

At the same time, as last year, I propose to

increase the (restructured) &%é§§§§§fit scale

charges by 10 per cent. <§z:b
/_._——-————

This will still leave the scale ch

3
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<§;%fi> the charges will remain unchanged; and as from

April 1987 it will also be used to assess the
VAT due on petrol used by registered traders
and their employees.

This will be simpler and more equitable than

@ the present system, and will also bring in an
@ra £40 million of revenue in 1987-88.
I@@@se to increase the VAT threshold to
?20,§@>m midnight tonight.

—

PR

I also propo rectify an anomaly in the

taxation of it&éational entertainers and

sportsmen. O@

When British entertaiffers or sportsmen work

overseas, the foreign tax authorities normally

levy a withholding tax on the%ngs.
But at the present time we levy n @ tax on

the earnings of foreign entertand

sportsmen visiting the UK.

4
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line with most of the rest of the world.

Accordingly, . propose to introduce a
withholding tax of 30 per cent - the same rate
as applies in the United States - on the

earnings of overseas entertainers and

<§§§§%§§fportsmen 15 ‘the UK. This should vyield

£ million in 1987-88.

jobs is the encouragement of new businesses.
P —————

As the House 1?@ s, I have been reviewing the

future of the Businéss Expansion Scheme, which

is due to come to % in April 1987.

I have been assisted in this review by the

ent in the Government's strategy for

independent report commissioned by the Inland

Revenue from the consultants @é§§> Marwick and
Mitchell, which 1is being publ in

today.
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«
DN

It is quite clear - and this is confirmed by
the evidence in the Peat Marwick report - that
the Business Expansion Scheme, which my

<§£§§%S§Predecessor introduced in 1983 as an

improvement on the 1981 Business Start-up

Sji--" has been an outstanding success.

LEh ully achieved its aim of attracting new

equity capital into unquoted companies.

It has been ating well over £100 million a

year, a high pﬂ% tion of which has gone into

new and small busion.

Well over half the cgﬁpanies involved raised

sums of less than £50,000 each.

I therefore have no hesitation<§§§%§%§psing to

extend the 1life of the Business

Scheme indefinitely.

6
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Qii;%i farmland and property development in my two
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previous Budgets, I am concerned that too much
BES money is being diverted from the high risk
areas for which the scehme was always intended

into areas where the risk is very much less.

Q!gi%i Accordingly, I propose, from now on, to exclude

<§i?€?m the scheme all companies holding more tham

heir assets in the form of land and

bui di&%
_ buildis

I also propose to exclude companies whose main
—_—___._‘

purpose is to '::est in objects, such as fine

wines, whose value y be expected to rise over

time. <><:::>

And I have decided to Yring within the scope of

BES companies engaged in the chartering of

UK-registered ships.

This will provide new

successful investment in

secondhand tonnage i the

coastal, short sea and offshore trades.
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o make further changes
in the ambit of the scheme by Order.

Finally, having taken steps to target the
Business Expansion Scheme more carefully, I

propose to improve it.

BES shares issued after today will be entirely

<§§§§%§£ree of Capital Gains Tax on their first sale.

: at\a further measure of help for small and
new KG?%Sésses, the Loan Guarantee Scheme,

under which the Government guarantees 70 per

cent of qual bank loans, will also be

extended, in tfi € case for & further three

——

o
years. <:::>

o
My hon Friends will be glad to learn that the
premium will be halved from 5 per cent to

2} per cent.

My last proposal in this section

Capital Transfer Tax, which ever since

= i
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Maur Government in 1974

has been a thorn in the side of those owning

and running unquoted family businesses, and as

such has had a damaging effect on risk-taking

and enterprise within a particularly important

sector of the economy.

<§§§%§S§;n addition to statutory indexation of the

t :rshold and rate bands, I propose this year

m the tax radically.
O\

5 :

In essence, the Capital Transfer Tax 1is two

taxes, as @o separate scales imply: an

inheritance tax<3 a lifetime gifts tax.

o
We have had an inhee tax in some shape or

form ever since Lord Harcourt introduced the

Estate Duty in 1894.

But the lifetime gifts tax the Labour

Government introduced in 1974, in<€§§i}eeth of
wholehearted Conservative oppositioiéé§§§§>an

unwelcome and unwanted impost.
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@@ effect of locking in assets, particularly the

ownership of family businesses, often to the

detriment of the businesses concerned.

Accordingly, I propose to abolish entirely the

)
@ﬁax on lifetime gifts to individuals.

@:With the old Estate Duty, there will be a

t

}Q‘-‘ charge on gifts made within seven years
dand provisions to charge gifts made

with reservation; and the regime for trusts,

e ——

—

which is nees a protection for the death

charge, will beO@ broadly unchanged.
The cost of abol<1> the tax on lifetime

giving will be £35 §n>illion in 1986-87 and

)

In recognition of the radically ng nature

of the tax I have decided to renams the
Inheritance Tax. %

‘\_‘

£55 million in 1987-88.

0.

lv
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@
DY

The National Insurance Surcharge, the
Investment Income Surcharge, and Development
Land Tax.

The abolition of the tax on lifetime gifts adds

)
O

@
%
S

11
BUDGET SECRET NOT TO BE COPIED

BUDGET LIST ONLY




BUDGET SECRET

BUDGET SECRET NOT TO BE COPIED
BUDGET LIST ONLY

H. Savings and Investment

I now turn to the taxation of savings and
\

investment.
PR X

In my 1984 Budget I introduced a major reform
Q§§§> he taxation of savings and investment
igi?%flgned to improve the direction and quality
Tod xéééigropose to carry this reform further

forward.

The Social Sec 6i Bill now before Parliament

proposes importanB&zZizﬁar-reaching changes in

pension provision, nofably by encouraging the

growth of personal pensions.

Those changes - to which the nment attach

the utmost importance -

welcomed, both for the greater
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millions of working people who are not in an

occupational pension scheme.
In the light of these changes, I intend later
this year to publish detailed proposals

designed to give personal pensions the same
Qég§> highly favourable tax treatment as is
<§§§§%?frently enjoyed by retirement annuities.
<§§§§} ation of these proposals will enable
eig

th be the widest possible consultation

prior to legislation in next year's Finance

Bill.

Meanwhile, I s sure the House that, as I

made clear last y have no plans to change

that favourable tax t%§atment.

But I do need to deal with[kh wing problem

oﬁjpension fund surpluses.

climate compared with

notably as a result of the sharp fall
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2<iii> become heavily overfunded.

er of pension funds

This presents a double problem, both aspects of
which the Inland Revenue is at present having
to deal with through the exercise of its

discretionary powers.

<§§§§%§>the first place, excessive surpluses, even
< ': y arise unintentionally, represent the

mi f\a tax privilege which was intended to

sl
assist @%%kérovision of pensions, and for no

other purpose.

So the Inland ue requires from time to

time that surplusg> e diminished.

0 .
But at the same time venue feels obliged

o

to turn down many of the increasing number of
requests from companies which, often for good

reasons, “wish '~ to ‘take ‘refun m their

pension funds into the company itsqugj3>
The absence of clear rules on how sué@

S
should and may be dealt with, and €ﬁ§>>
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has to be placed on

the exercise by the 1Inland Revenue of its

discretion, have created considerable

uncertainty and unnecessarily constrained

trustees' freedom of action.

<§§§§> therefore propose to replace these
<§;:b tionary arrangements with clear and
obj statutory provision.

In futufe, the amount of any surplus in a fund
will be determined for tax purposes in

accordance witdard published guidelines,

o
based on a secure<§?ﬁding method and prudent

o
actuarial assumptionézizls advised by the

<o
Government Actuary.

Where a surplus is 5 per cent or less of total

assets no action will need to bg¥;§?§§x

Where it is higher than that action ,:
required to eliminate the excess. <i§§§>
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and employers to decide whether the reduction
is to be achieved by increasing benefits, or
reducing contributions, or making a refund to
the company.

If, and only if, they choose to make a refund,

O T o
e company will be liable to tax at a rate of

<§§j§a{ cent of the amount refunded, so as

\)
br {\Fo recover the tax relief previously
A%

given.(ﬁ2>\§

—————

The effect of these new arrangements is likely

to be a yield25 million in 1986-87 and

£120 million in %—88.
‘O
o

Next, Stamp Duty.

I have no change to propose in the stamp duty

on houses and other property. <§§g§§

But despite the all-round reductliiz?b

Duty to 1 per cent which I made in <§§§§§4
N

Budget, there is a formidable case this

5
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duty on share transfers.

The City of London is the pre-eminent financial

centre of Europe.

The massive £6 billion it contributes to our

invisible exports is but one measure of the

<§§§§& enefit this confers on the British economy.

ompetition in financial services nowadays
ont1nenta1 but global.

G@é§>§fevolutlon now under way, due to

culminate with the ending of fixed commissions

- the so—callg Bang - on 27 October, is

essential if Loéagiﬁas to compete successfully
¢ o
against New York and 05

o :
And if London cannot win a major share of the
global securities market, its present world

pre-eminence in other financi ices will

be threatened. Qiji)
Successful competition depends on a nJSTJK\of

factors, but one of the most important igéﬁ%§>

level of dealing costs.

BUDGET SECRET NOT TO BE COPIED
BUDGET LIST ONLY




BUDGET SECRET

BUDGET SECRET NOT TO BE COPIED
WDGEO-EllthI Q‘NLYfi) ed commissions will

But with no tax at all on share transactions in

New York, and roughly % per cent in Tokyo,

&
N

London will still be vulnerable.

therefore propose to reduce Stamp Duty on

e transactions from 1 per cent to % per

—— e

from the date of the Big Bang,
—~NCR -

scheduled for 27 October.
/‘—'————_\

But I believe it is right that the cost of this

should be me‘:l within the financial sector
itself. O(

Accordingly, I pr&% bring into tax at the
\_ﬂ
O

1 per cent rate” a range of financial

————

transactions which are at present entirely

free of Stamp Duty <§§§S>

et 4

These include transactions in lo

than short bonds and gilt edged

transactions unwound within a Stock Egiggiée
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a company of its own shares, and takeovers and
mergers.
There will also be a special rate of 5 per cent

on the conversion of UK shares into ADRs and

other forms of depositary receipt.

e e ——————— i

Some of these changes, including the new ADR
rge, will take effect immediately: others

delayed until the Big Bang.

This further halving of the stamp duty on

equities sh* ;enable London to compete

successfully nkgfﬁ%e worldwide securities
market. O@

It will also provide & further fillip to wider
share ownership in the UK.
Just as we have made Britain ion of home

owners, it is the long-term amb m\\of this

Government to enable the British .’@ to
r\//

become a nation of share-owners, too; to
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men and women have a direct personal stake in
British business and industry.

Both through the rapid growth of employee share
schemes, and through the massively successful
privatisation programme, much progress has

een made.

long tax system continues to

discriminate SO heavily i favour of

institutionalstment rather than direct
T ¢
share ownership.
‘©

Accordingly I propose to introduce a radical

new scheme to encourage direct investment in UK

equities. <SS;D

Rk

Starting next January, any adult égiib
to invest up to £200 a month, or EE{EE%%%%%;&L

in shares.

o
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Qii;%i am calling a Personal Equity Plan.

So long as the investment is kept in the plan

for a minimum period, at most two years, all
\_ﬁ <

reinvested dividends, and all capital gains on

—— -— —_—

— -

disposals, will be entirely free of tax.

<§g§b The longer the investment is kept in the plan,

Qifi} more the tax relief will build up and the

PN

Ai§§§§g§>;he scheme will be open to everyone,

it is specially designed to encourage smaller

will be the rewards.

savers, and p ;icularly those who may never

previously haveZ i sted in equities in their
ap——

lives. 0@

So the plans will be¢simple and flexible to
operate.
Anyone who is legally permi to deal in

securities will be able to aég?% a plan

= 2
D

10
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will own the shares -

and the rights that go with them, including

EISI——

voting rights.

———p

And it will be for the investor to choose

whether to make the investment decisions

P —————————————————————

himsg}gﬂor to give the plan manager authority

<§§§§>o act on his behalf.

«. scheme will be around

st of the
lion in 1987-88, but will build up in

—

later years as more plans are taken out.

Py

This is a subst al, innovative and exciting

O
new scheme.

<o
I am confident that, over time, it will bring

about a dramatic extension of share ownership

in Britain. Q§%§%§§
R St
Although wholly different in st<§§?§}

the Loi Monory in France, I expect

every bit as successful 1in achieving t

objective.

BUDGET SECRET 11 NOT TO BE COPIED
BUDGET LIST ONLY




BUDGET SECRET

BUDGET SECRET NOT TO BE COPIED
BUaQQEIeLL§I—9a§J‘Ié!Héuse will welcome this

far-reaching package of measures to reform the

taxation of savings and investment.

BUDGET SECRET | NOT TO BE COPIED
BUDGET LIST ONLY




BUDGET SECRET

BUDGET SECRET NOT TO BE COPIED
BUDGET LIST ONLY

«
O

I now turn to the tax treatment of charities

and charitable giving.

Qéé%%gin almost every facet of the nation's affairs

Qi§§> becomes increasingly clear that private

ack -'. more effective than State action.
gfgésarticularly well illustrated by the
success of charitable organisations up and

down the 1land the fields of education,

social welfare(igiééicine, the arts and the
heritage. ‘0<i::>

This Government has aYready done a great deal
to assist charities, both through the tax
system and in other ways.

I believe the time has come to

step forward.
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<§;%fi> further fiscal relief should be given to the

charities themselves, through relief from VAT,

or to the act of giving.

In the 1light of representations from the

Qé§§%§§gharities VAT Reform Group, I am prepared this
(ii;b exceptionally, to make a number of

relieve charities from VAT

—_—————

their non-classified press advertising;

medicinal pr s where they are engaged
p@ y gag
the treatment 6§3§Q%e of people or animals,

phA ; . in medical resea?%@iii}n lifts and distress
MULJ nan gl ame s

o

41L§% \ TRLLEJ‘ pL[LKJQ#‘ alarm systems for the handicapped; on

e S hao
iy ‘UVQ\'“Lfd( X refrigeration and video equipment purchased by

—

charities from donated fun <3§§§> recording
equipment used by charities for Céiﬁéind; and

on welfare vehicles used by char‘;} to

transport the deaf, blind or me%gggﬁy

handicapped.
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But in general I am convinced that the right

way to help charities is not by relieving the

charities' themselves from VAT, but by

encouraging the act of charitable giving.
f—‘—_——_‘

I say this for two principal reasons.

giQiijst’ it is clearly better that the amount of

ief is related to the amount of support

———

a chari is able to attract, rather than to
the value of goods and services it happens to
purchase.

And, second, W‘Sea a £ of VAT relief-is worth

precisely that, a ax relief on giving is

e e

likely to generate mQt e than a £ of income

going to charity.

My principal proposals 2 efor relate

e
directly to the act of giving téié%%%%ﬁy.
2
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upper limit on relief at the higher rates of
e

income tax on charitable covenants.

—

—

At the same time I propose to act to stop the
abuse of the tax system by ensuring that tax

relief goes only to money which 1is used

A 5 S e —
—

%irectly for charitable purposes.

Nsompanies.
AL % idély believed that corporate giving to
charity would be more generous than it is at

present if f@elief did not depend on the

company entering to a four-year covenant or
B GAS  riney
O
some form of sponso @- arrangement.

Accordingly, I propé%e to allow companies

(other than close companies) to enjoy tax

—

— B ——

relief on one-off gifts to @ g R0 N

maximum of 3 per cent of the co @ annual
S

dividend payment to its share-holde%
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on the amount a company can covenant to

charity.

I do not, however, propose to extend a similar

relief for one-off donations by individuals.

<§§§§%§§uite apart from the administrative costs,

w h would be formidable, many charities have

O

m ear to me their fear that to do this

would(féggken them by reducing the stability

they enjoy as a result of the binding force of

——'—__—-_'*\
covenants.
e S —

Instead,: . L -pr to encourage individual

O
giving to charity byferent means, that of

o o
payroll giving.

W—— ——
P

From April 1987 it will be open to any employer
to set up a scheme under whi oyees can

have charitable donations of up toﬂgiib‘a year

deducted from their pay, and get tax
a4

them.
S AN
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als I have announced

today add up to a very substantial package of
assistance to charities and charitable giving.
Their cost to the exchequer will depend on how
generously companies and employees respond to

this initiative.

<E§§§%§Q§ut my best estimate is that it could amount to
£ :million in 1987-88.
T.<§§§§}1 be partly paid for by the measures to

curb <“abuse, which may save as much as

£20 million a year.

The additi charitable giving these
concessions stf%%i%%e should be at least twice

o
the cost of the tax f given.

o

$
%
D
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J. Personal Taxes: Taxes on spending

Finally, I turn to the taxation of spending and
e —

%
Q
D

income.
e———

So far as the indirect taxes are concerned, the

5§<%j?35rriding question this year is how far I

recover from the o0il consumer the tax

ue have lost from the oil producer, as
i i

a result of the massive fall in the oil price.

So far this year the price of petrol at the

O

pump has falled by roughly 11 pence a gallon.
O . T

If the o0il companies d passed on the full

amount of “the ‘fall .4 Othe oil price to date,

the price of petrol at the pump could easily

have been a further 10 penc??(\yallon lower
N

stid ks

—————

There 1is clearly scope, therefo

sizeable increase in petrol tax this yg§§§E§>>

BUDGET SECRET ! NOT TO BE COPIED
BUDGET LIST ONLY




BUDGET SECRET

BUDGET SECRET NOT TO BE COPIED
BhHY&G EndUeed) Ndw¥vel, that at the present

time, while I must certainly maintain the real
value of the revenue I get from the motorist, I
will not increase it.

But I do believe it makes sense to look again,

in the 1light of the radically changed

Ry
p ol tax and Vehicle Excise Duty.

A ingly, I propose to increase the duty on

petro yVan amount which, including VAT, would

ircumstances, at the relative weight of

- if it were wholly passed on to the consumer -

—

raise the ri at the um b sevenpence
i
halfpenny a gah%%§ﬁ>

iy
This is twopence ﬁ%iizfyan is needed to keep

pace with inflation,cénd that enables me to

keep VED at last year's level of £100 for cars
/__——_-—v S—

and light vans, leaving the burden on
P—————————————

the motorist unchanged in real t A

Moreover, given the fat that has acc&%&iﬁ}e@ in
W @\3
the oil companies' margins, there is cle 2%£S§9

2
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In the same way, I propose to increase the duty

on derv by an amount which would - if it were

%
L
%,

wholly passed on to the consumer, which it

should not be - raise the price at the pump by

<S§§§%§$§xpence halfpenny, including VAT.

<§£§i> will enable me to avoid any increase this
ye,@l the Vehicle Excise Duty on lorries,

too. C;é>§

So far as the o 0il duties are concerned, I

have one or two<%%§ﬁaes to make.

Not to the duty oncyégg?jfuel 0il, which will
—/ ¢

remain unchanged as itChas done since 1980.

—y

But I propose to increase the very modest duty

on gas oil, much of which is Qgg;bfor central
'_——_— SPIE——

heating, by a penny-halfpenny a
AT \S

And I propose to abolish altogether ies

on aviation kerosene, or Avtur - wh 2§;;5
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and on most lubricating oils.

All these changes in duty will take effect from

6 o'clock this evening.

Finally, so far as oil products are concerned,

Qé§§%§g am anxious to do what I reasonably can to
.

sgist the introduction of lead-free petrol.
’I‘S o€ for this on health grounds is clear.

¢229§Eerefore decided to create a duty

differential in its favour to offset its higher

production co

My officials w e discussing with the oil

C><::>
companies how this cst be achieved in time

o
for next year's Budget.

Next, tobacco. <§g§b

In the 1light of the representat(ion
received on health grounds, I have

increase the duty on cigarettes by apprecj
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inflation.
I therefore propose an increase in the duty on

cigarettes and hand-rolling tobacco by

e L S —————

-

equivalent, including VAT, of approximately

take effect from midnight on

the ies on cigars and pipe tobacco.

Finally, dri

As the House wi@> ecall, I was obliged in 1984

O
to increase the dut@iii)beer by slightly more
R

than I would have wié%ed as a consequence of
the judgement against the UK in the European
Court of Justice.

I now propose no increase at all 1

beer - for the first time since 1979.

——————— St
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NBU&G:ELH&E QNL%C ease in the duties on

cider, table wine, sparkling wine, fortified
p———— m— S —————

wine or spirits.

—

B

This last decision wall, hope, be
particularly welcome to the Scotch Whisky

industry.

e no major proposals for changes in Value

@x .
The cﬁggggs I have announced in the excise

duties will, all kold;, raise an extra

£795 million “:86-87, the same amount as I

would have rais@%i?%d I simply increased all
<o

e —

the excise duties inégi;% with inflation.

— »

The overall impact efééct on: .the. RPI; =yt all

the increases were fully passed on, would be

one half of one per cent. Qgg;b

—

forecast I have given the House of 4 ent

inflation by the end of the year. <§é>§
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Q)
5

Finally, I turn to income tax.
In my Budget speech last year I undertook to

issue a Green Paper on the reform of personal

Qggi%itaxation.
@the House is aware, I am publishing the
per today.
%gégges a range of options which will in

due course be opened up by the computerisation

of PAYE, from ;: relationship between income

tax and emplo national insurance

contributions to t Qii?fer integration of the

tax and benefit system$.

In particular, however, it outlines a possible
reform of the present sys<§§§ibf personal
allowances. <§§§§>

The responses to my predecessor's
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he—extsting—arrangements, but - inevitably -

no clear consensus as to what should replace
them.

Married women increasingly resent the fact
that a wife's income 1is treated for tax
purposes as that of her husband, depriving her

f the independence and privacy she has a right

growing complaint, too, of the way in
whichy in a number of respects, the present

system penalises marriage itself.
("‘ \ ——————————

And it cann right that the tax system

o
should come dowﬁi?irdest on a married couple

<
just at the time wdéiii%e wife stops work to

o
start a family.

Yet that is what happens at the present time.
The alternative system set o§§%§§§§the Green

remedy all these defects.
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accompanied by a substantial increase in the

basic tax threshold.
ATt

The Government is committed to reducing the

burden of income tax, and the proposal in the

Green Paper suggests one way of doing that
g

which would achieve a number of other

hwhile objectives - including the ability

ts@more people out of the unemployment and

pover ttaps for a given amount of tax relief
than is possible under the present tax system.

Given the tle of computerisation, none

of this could fﬂ<§?%ctice be implemented until

the 1990s. <><:::>
pistinis- ot

But we need to staré>planning for the 1990s

today.

The Government will theg&§§§> carefully
consider the responses to today' reen Paper

before taking any decision on how to ”S:
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thresholds for the coming year.
But first I have two minor proposals to
announce, both of which I hope the House will

welcome.

First pensions paid by the German and Austrian
R T ~

O —————

<§§§§%§S?vernments to victims of Nazi persecution are

of tax in both Germany and Austria.

¥ S@ country, however, the tax relief on

such stons is set at 50 per cent.
'\——‘_——§-

In future, I propose that pensions paid to

victims of Na* rsecution should be free of

tax altogether.<?3§;>
Second, the House Qigiiée aware that, as from

next year, social sed@rity benefit upratings

will be moved to April, to coincide with the

tax year. Q!;;b

_’—'—"'—_——

This will enable them to be ful aken into

account before PAYE codes are issued6£§;> 87~
%\Qv
88. %

———

4
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1985 and April 1987 upratings my Rt Hon friend
the Secretary of State for Social Services
proposes to have a special transitional
uprating in July, the details of which he has
recently announced.

The increases have been criticised by some as

reject that allegation.

They<§£§§fully in line with the rise in the

cost of living over the relevant period; and to

suggest tha‘sioners and others would

sooner have hiéﬁgfg%lation and high upratings
: £ ; .
than 1low 1inflatio d correspondingly low

upratings is sheer poé%ycock.

M% i Dkt 58 dwo

V\'\MLA\ -

But I do accept that it could be confusing for
many old-age pensioners and w(éé%%%?g undergo a
special mid-year tax recoding on fgiﬁﬁ

July uprating.

5
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and widows, the benefit increases payable in

July will be exempt from income tax in 1986-87.

The cost of this will be £15 million.

B

Since we first took office in 1979, we have cut

the basic rate of income tax from 33 per cent

@ to 30 per cent and sharply reduced the penal

@her rates we inherited from Labour.
=6\ increased the main tax thresholds by

%r cent more than inflation - and the

A ——— R i s

greater part of that 20 per cent has been

——

The burden of incc@ is still too great.

Nothing could be furthér from the truth than the

p——

claim that we have a choice between cutting tax

-

and cutting unemployment.

P )
The two go hand in hand. @
It is no accident that the two most sful
economies 1in the world, both overail%
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United States and Japan, have the lowest level

of tax as a proportion of GDP.

Reductions in taxation motivate new businesses
\\

and improve incentives at work.

T S

They are a principal engine of the enterprise

<§§§§%§§§ulture, on which our future prosperity and

‘ e-t.oyment opportunities depend.
.- ase for higher tax thresholds is well

unden§§§3§.

In my two previous Budgets I have raised the

married man's :wance to its highest level in
e T I ity

real terms siﬁégf;%he war, and higher as a

S —
; & : : :
proportion of avera rnings than in either

Germany or the United<%tates.

But we should not overlook the

reductions in the basic rate
/

The basic rate is the starting r

§<\
of tax for 95 per cent of all employeeg;éﬁ@

e
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S

— e — *

unincorporated businesses.
Clearly, given the massive fall in oil

revenues, this is not a year for substantial

—

reductions in tax of any kind.

eaa—

But provided the economy continues to grow as
it has been, and provided we continue to

tain firm control of public expenditure,
b S
———————

e should be there in the years ahead.

wﬁ§§§> I propose for 1986-87 to raise all

—————

the main thresholds and allowances by the

R

statutory ind:iion figure of 5.7 per cent,
rounded up. C%ng

The single personQowance will therefore

rise by £130 to £2,3§% and the married man's

Gr— m———————————

allowance by £200 to £3,655.

—————————

Similarly, the single age al will rise

by £160 to £2,850 and the married e lowance

by £250 to £4,505.

—————

The age allowance income limit becomes %§§§§§

e ——

8
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<§2%fi> thresholds by exactly £1,000.

Thus the first higher rate of 40 per cent will

—

be reached at a taxable income of £17,200, in

line with statutory indexation, and the top

rate of 60 per cent will apply to taxable

B

<§g§?§$;come above £41,200 - some £1,500 less than
s

tatutory indexation.

Gi sjhe need for caution in the 1light of
-Qﬁjgixcumstances, I do not have scope this

year for a reduction in the basic rate of

income tax,| beyord one penny in the pound.
e

But this reductip om 30 per cent to 29 per

cent - still represéhhe first cut in the

basic rate of income t&x since 1979.

———————————————

And so long as this Government remains in
office, it will-not:be ‘the la<§§§b

I also propose a corresponding cﬁgiggfﬁge small
companies' rate of Corporation Tax fToOn

cent to 29 per cent.

e
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the various income tax
changes I have just announced is to concentrate

the benefit, modest as I readily concede it to
e

be, not on the rich but on the great majority
S I o T Ao

of ordinary taxpayers.

L e
Thus the gain for those at the top of the

<§§§§jncome scale is more or less confined to what

would have received under simple
T o R

jon alone.
By contrast, the married man on average

earnings will be some £2.60 a week better off,

——

an improveme £1.45 a week over simple

: ] &
indexation alon
o
The income tax chan have announced today

o

will take effect under PAYE on the first pay
——————————

day after 17 May.

—

They will cost £935 million §é§2§§3-87, over

and above the cost of statutory i{ex) ion.
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Séven years ago, when my predecessor cut the

basic rate of income tax from 33 per cent to

30 per cent, he added:

"Our long-term aim should surely be to

reduce the basic rate of income tax to no

more than 25 per cent."
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L. Conclusion

In this Budget, Mr Deputy Speaker, I have
reaffirmed the prudent policies that have
brought us three successive years of steady

rowth with low inflation, and the prospect of

rth ahead of us.

I<€§§§> escribed how we can take in our stride
the zgéigc collapse in the o0il price, and

benefit from its consequences.

In collaboration with my rt hon and Noble

Friend the Sec:oy f State for Employment, I

have announced a fuxt substantial range of

measures to help the unemployed.
I have proposed a radical and far-reaching new

scheme for tax-free 1nvestment<§§§%gu1t1es,

that we may truly become -owning

democracy and abolished outright a ftax.

¢
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of assistance to charitable giving ever, and
proposed the first cut in the basic rate of
income tax for seven years.

Building as it does on the achievements of the

recent past, this Budget is a safeguard for the

—_———

sent and a springboard for the future.

— —

end it to the House.
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