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BUDGEI OVÏRVIEIÍ.I MEETING NÐCT TTT$SDAÏ

Tou are holding the first froverviewrr next Tuesda¡r norning.

2. The purpose of the meeting, as I see itr is twofold. Thus:-

â. To consíder how tbe fiscal side of the Budget is
starting to shape up, following the indicatíons which

emerged at Cheveningi and

b. To consider in general terms the state of play on

the detail,ed trork towards the Budgetr the preparation

of important papers, tinetablingt and the rest; not of
courÊe restrictiug this to the fiscal side, but genera.11y.

3. On the question of how the fiscal side is shaping up you rnay 1ilce to refer
to the table attached, which seeks broadly to reflect the indications given at
Chevening. Points to note are 3-

Lo It is built around a fiscal- adjustment S2 billion for
199t-84r as shoun in the pre-Budget forecast being put

to you *Ot" .n's¡ing. As set out the costs actual-þ cone

to a Little less tbån 92 bill-ion 198r-84' but tbere are

risks (see paragraph 3e bel-ow).
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b. The l-ionro sbare of the benefit is assumed to go to
peraonar by way of Rooker/dise plus I per cent. Thie

vrould give arour'd 1J$ percentage points all" in. It
r¡ould restore allowances to roughþ the sFme percentage

of average earnings as in 19?8-?9. It is assumed it
would be accornpanied by a comparable i-ncrease in Child

Benefit, subject to a¡ adjustrnent for the current over-

provision of 2 per cent.

è. Tbe 2 per cent reduction i¡ the nain rate of corporation

Tax is showr, and a further sr¡al-l reduction in the rate of

the-'National Insurance Surcharge is kept alive.

d. Specific Dutiee are ia general revalorised, but a provisioa

is made for sometþing less than this in sone ca-Bes. The

provision ehor¡n woul-d roughly aI]or* for half revalorisat ion

on\y petrol- and derv.

ê. Separate notee r¡iII come forward tiefoi"e the meeting on

packagee and fiscaL rieks. As it sta¡ds at the moment

the provisíon sbor¡n of 9JOO ana f45O r¡ould be adequate to
cover the lower end of where these might cone outt but not

the upper end. The packages and fiscal risks papers wilL
cover anongst otber things Oil- Sa:cation, Mortgage Interest
Rel-ief ceiliqg, and the Capital Taxes.

f ¡{aking sone heroic assumptions about bou the specific duties

and packages sþlit between trindustryrr and frpersonsfl the tota]-

revenue cost in 19Bt-84 of the Budget and Autunn taken togcther

as shown (gfo8O mil-Lion) splits almost exactly even\r between

the two claeses.

g. lrthile (subJect to ricks) the figurea a¡e fairly comfortable

for 1983-84, for 1984-85 t¡e positioa is l-ess so, and a1L

other things being equaL this pattern would ]-ead to no

poeitive fiscal ad.justment (indeed a snaLJ. negative onc)

being shoun for that year in tbe next I*ÍIFS. llhis is a

point tLt needs watching. It raises, of course, the
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question of the PSBR path after 198r-84r and particular\r
tbe fígure to be shoun for 1984-85 (cu¡rent'ly 9'6$ billion
or 2 per cent of GDP).

h. Ihe a.ssum¡rtion is made that public e:cpenditure costs

iavolved (in Cfrff¿ Benefit and in certaia pacl(age el,ements)

can alL be absorbed in the Reserrre. T!¡ie is a matter being

looked at separatelY.

4. The neeting night lilce to note and perhaps discuss each of these pointa.

Questions for discussion i¡clude :-

ã.¡ without firral decisions beíag taken, is this the broad

eort of pattern to be retained on the tabLe?

b. Are there aa¡' irnportant elenents omitted, on which

further work ought tó be done?

Go Does the position as shor¡n for 1984-85 give snch concern

thåt it sbould alter the pattern that woul-d otherwiee be

desirable.

d. For tbe next ove¡siew meeting is a note on the lines of

the attached what is wa¡ted, or uould it be preferab]-e

to alter it in anJr ray; specificalþ sboul-d alternative

possible budgets be pre¡rared and set out?

5. The second leg of the neeting night discuse tbe progress overall being

nade. In partÍcular :-

8,o Papers on each of the naln eLements (apecific duties,

conpanJr sector taxes, and personaL tarces) are ín pre-

paration or have been prepared', anrd meetings are being

eet up, to dÍscuss then. A ful1 note of nain papers

being prepared is attached.

,.
CONTTDS$IAL





CCÈifliDEbTTI/l'L

b. The eeparate rrote corûing forvard on HondaJ¡ on Packages

a¡rd rieks will indicate tbe progress on each element

here, a¡d the neeting n4y 3.ike to take note of this -
though it is assuned. that Tuesda¡rrs neetiB will not

wa¡rt to tackle individual iter¡s in tbe packages sub-

atantiveþ; separate rteeti¡gs aÊ rrêcêssaty vould be

better for tbis.

c¡ On the non-fiscal eide, rork is in ha¡d on the question

of the differcnt nonetary aggregates, leading on towards

drafting of tbe MIIE a¡d then the IEBR; and drafts of the

Speech will start coning forward fairþ soon¡ The neeting

nay 1.Íke to gLance at the outl-i-ne timetable attached to
!,fr Norgrovets ni¡ute to !'fr Kerr of 1p January; and Mr Kem

hae, of eourser Bot a more detaiLed note of sone of the nore

specific neetings that need to be set up.

d. Or¡tside tbe Treasury, those who vil-l need to be corsultcd

are the Goveraor a¡rd tbe secretar¡r of state for sociaL

Services¡ anongst others.

'ütr
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BT'DGEN O\¡ERVIET

BIIDGEN PROPOSAT,S;

1 Specific Duties

2. Industry: direct

NIS

t. Persons: direct

Allowa¡¡ces

Child Benefite

4. Packages

RevenueÆxpenditure

1983-84 r\rII Year

15A 15o

200

1ta 250

1 200 1500

t lool

4oo

CONT'IDE¡T]IAL

PSBR

1981-84 198445

150 15o

200 300

1?o120

1ù5o

Ni1

2000

DATE: 21 Januar:r 198J

tn changes fron indexed basc

Connente

Assume revalorÍsation ovcrall in general but
provisional alLowance for sone under-
revalorisations.

$# reduction from August, privatc Ecctor onIy.

Reduce nain rate to 5Q%¿ 40Êd rate renain.6T

[ 1oo]

(r"y) 3oo 45o

(u"y) Nil Nil

lg8o 2Da

1 100 1 100

45a300

I 100 Rookery'rJise plus 8%.

Rooker/rtise + 8%. T-ess 296 current over-
provision. h¡b1ic ffiãaditurê, ascuned charged
to thc Reserve.

OvcralL provieiou, separatc uotee to--be
subnitted. PSBR cost talcen ae -Sevcnue cogt.
Any public c:çenditure elemcnts aseuued charged
to reserve.

1% reduction fron April, prívate scctor only
Under-lncrease in NIC coøparcd uith ft¡nd balanc

5. Fiscal Risks

A TOTAL BTTDGEI

Fiscal adJustnent in forecaet

ATNIIMN MEÂSTTRES

NTS

tflc

B. TSIAI, AT'IUMN

TOIAJ, A + B

Nil.

2000 .As in January 1pB] pre-Budget forecast.

700

4oo

?ao

4oo

toBo 385o
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Papers immediately iu p'reparation

Subject Date to be submitted

On 24 Jaauary

ln week of. 24 January

The main excise duties, paper by
Customs and Excise (other consequential
minor duties will be covered in papers
to the EST).

NIS: summary notê on options, drawing
together material from earlier papers,
by FP and others

Car tax: Treasury/DoI report Early in week of 3l January

Personal tax thresholds, by IR Before I February

Corporation Tax, main rates and Grejen
Paper issues

Also before I February

Submission on social security and
Mr Fowler's Budget representations

First week of February

Note: Those'.are the nain papers on the -I¿gggl front. other papers are of course
also in preparation.
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CONFTDENTÏAL

NOTE OF A MEETTNG ON MONDAY 24 .TANUARY 1983 AT 12 NOON

TN NO 1I DOIfNTNG 'S1rREET

Present: The Chancellor of the Excheguer (in the Chair)
Chief Sebretary
Fínancial Secretary .¡

Economic Secretary
Minister of State (.Revenue)
Mr Bailey
Mr Middleton
Mr Mohck
Mr Od.15.ng-Smee
Mr Willetts
Mr Crawley IR
Mr Beighton - IR

TAX TREATMENT OF GILTS

The meeting had before it Mr Monckts suhmission of 11 January, the
Financial Secretaryt s minute of 13 January, the Minister of State
Revenuers Private Secretaryrs minute of L4 January and the Private
Secretary to the Economic Secretaryts minut.e of L7 January.

The Chance:l'Ior said that h-is natural predilection had been agaínst
tax exemption for gilts. No one would invent iL if it dÍd not exist.
already, but the papers showed a general lack of enthusiasm for íts
removal. 1{lr' 'ltliddle'üon agreed that the CGT exemption shouLd not have

been introduced. But on macro-economic arounds removaL would
probably not have very much effect.

Mr Robson pointed out that the major problem e¡as thaÈ the current
favourable tax treatment of gilts created a distortion. It made no-
risk investment more attractive. He believed that if we h¡ere rnovingr

to the ideal rsorld of the FinancÍal Secretary in a short time sca1e,
then it could be justified to keep the favourable treatment. But
that was not the situation. Mr Odlín,g-Smee pointed out that although
the aggregate effects might be broadly neutral the move would change

decisions at the margin for the individual investor. If the costs

I
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of the change were small as $ras suggested in the papers he thought
it would be a good idea to do something that would improve the
efficÍency of the financial part of the supply sÍde. Mr Middleton
pointed out that the Government would have to achieve its fundÍng
target as before, and the change would mean that that would have to
be done at higher Ínterest rates. There was also a disadvantage
that a change in the treatment of new stock would. produce a windfall
capital gain t,o all holders of existing stock. Summing up this
part of the d.iscussion the ChancêIlor said that alth ough his intellect-'r
ua1 preference \Âras for the approach outlined by Mr Robson' he

reluctantly agreed with the conclusíon Ín Mr Monckrs minute that
there was not a sufficient case for reversÍng the privileges now.

There hras a brief discussion of the question of disallowing the
treatment as capital of uplift on 1ow'coupon gilts. Mr Beiqhton
suggested that an effect simÍlar to the removal of capÍtal treatment
for uplift could be achieved if the Government foreswore future issues
of low coupon gilts and issued indexed debt instead. Mr Bailev
'saj-d that this would. h-ave the benef icÍal impact of reducing gilts I

attractíveness to higher rate taxpayers whose money the Government
\^¡as trying to attract into the Business Expansion Scheme.

Mr lfilletts suggested that to refrain from issuing conventional low
coupons and issue indexed gilts Ínstead might look and be ineffective
because the instruments offered sÍmÍlar attractions for the high
income investor. Mr'Monck said that to the extent that investors
did find gilts less attractive, this would rnake funding more

expensiv3.

Discussion then turned to the question of extending Èhe capital route
to corporate bonds. The ques'tion was discusseil in the consultative
document issued by the Inland Revenue. There uras a danger though
that comments would overstate potential enthusiasm, as it was more

likeIy that brokers, rather than those who took industryrs financial
The Economic Secretarv did not see that

2

decisions, would conment.
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the change would make issue of deep discounted. corporate bonds more

attractive for the corporate borrower. ft was not clear that there
was a demand. for borro$rers for this sort of capital option.
The Minister of Stâte (Revenue) was less convinced by the arguoents
on unattractiveness. The rnarket would ensure that the benefit was

shared between borrower and lender. But he did see potential probLems

with the conversion of income Ínto capital. Yrr Crah¡ley' saÍd that
- granti-ng capÍtal treatment could Íncrease the presslrres to breach the

firm line against asyrnrnetry. Another s.ignifÍcant prohlem was the fact
that the Government could control the size of d.Íscor¡nt on Íts' own

stock, but not the prÍvate sectorrs. Summing up thÍs'part of the
discussion the Chance,Ilor did not see sufficient enthusiasm to proceed
wíth thís proposal at this stage. But he would like to reconsÍder
this and the related issue of gilts once the response to the consultative
document had become clear.

Jrd
JILL RUTTER

Distribution:
Those Present
Sir Douglas Wass
Mr Burns
Mr Moore
Mr Lovell
Mr Turnbull
Mr Sedgwiçk
PS./IR
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DATE

SIR DOUGLAS WASS
24 JANUARY 1983

Chief Secretary
Financial Secretary
Economic Secretary

er of State (C)
Minister of State (R)
Sir Anthony Rawlinson

CHANCELLOR cc

rb4 @
Mr'ttô,.

f\^r.t^/ - Mr Burns
Mr Littler
Mr Middleton
Mr Bailey
Mr Cassell
Mr Moore
Mr Hall
Mr Ridley
Sir Lawrence Airey IR
Sir Douglas Lovelock C & E
Mr Kerr

BUDGET PACKAGES

You are holding your first Budget overview meeting tomorrow morning. peter Kemp's
minute of 2l January sets the scene for this. It will not be an occasion for a detailed
discussion of the packages, but it would be useful this time for you to say how the
packages are to be managed and to review how they fit into the overall Budget
arithmetic. Further versions of the material on the packages witl be circulated before
each overview meeting, intended primarily as background. Note A below summarises
the arithmetic. Note B attached sets out the packages in some detail. Note C lists
some fiscal risks, updating a report you saw before Chevening. I understand that B and
C between them cover all the Ministerial "representations" so far received., except
agriculture and heritage.

Handline of the

Z. The name of the Minister responsible is marked against each of the items in Note
B and I have asked one official to take over a co-ordinating responsibility for each
package. The lists in Note A include for the record atl of the items which were on the
table for your meeting on December 8. Some of these have since been ruled out, and
they can be dropped from the next version. The intention similarly is that proposals
ruled out this week will be recorded as such next week and then dropped from the list
for the following week.





3. The list also sets out so far as possible dates when submissions may be expected.

You are invited to note these. You may yourself want to hold meetings to look at

individual packages in the round as they reach a suitable stage.

4. lVhilst, as I say, your overview meetings are not the place for detailed discussíon

of the packages, you may feel able now to rule out a few items which have virtually

been dismissed already and it would be helpful if you could do so. They are:

- in the small firms and enterprise a'ackage, equity linked subsidised loans,

debt-equity conversion and VAT annual accounting (items (d)' (e) and (u));

in betting and breeding, VAT on bloodstock and probably general betting

duty (items (a) and (b)).

You will also note that three areas are ready for decision:

- Capital Transfer Tax;

- the tourism package;

- share options proposals (subject to the Financial Secretary's views on the

paper by the Revenue dated 2l January).

Packases, risks and the Budset arithmetic

5. Note A summarises the arithmetic. You will see that at the lower end of the

ranges the costs could be accommodated within the arbitrary 8300 million in 1983-84

and 8450 million in 1984-85 provided in the overview. However the ranges are wide

and there are major uncertainties. All of the risks in Note C are substantial. For the

packages (Note B) the main uncertainties relate to:

- the Business Expansion Scheme (the first item in Note B) where the costs

are unpredictable but could be high (note that the summary tables make no

allowance for this)

mortgage interest relief (the summary allows for an increase to t351000);

oil taxation, with a wide range of possible costs, and dependent too on a

decision about the rate of Corporation Tax (and the need to bear in mind

any changes in North Sea oil prices);

caring and charities, where we have to make sure that the Family Policy

Group does not become a-n obstacle to progress towards decisions. I

imagine that in view of the political importance of this item you will want

to tell the Prime Minister what you are minded to do before you take a

final decision.

All are potentially expensive and early decisions on any of them would be particularly

useful in reducing uncertainty and allowing faster progress in other parts of the

Budget.





('
6. Note C refers briefly to the investment income surcharge and stamp duty.

Neither is covered in the packages or in the main papers commissioned. Would you

like papers on either or both?

Conclusion

I invite you:

(i) to note the allocations of responsibilities and dates set out in Note B
(paragraphs Z and 3 above);

(ii) to note the proposed procedure for handling items which Ministers decide

against pursuing (paragraph 2);

(iii) to consider ruling out now the items listed in paragraph 4 above;

(iv) to note the role played in the package arithmetic by the four major items

mentioned in paragraph 5, and to consider how they are to be taken

forward;

(v) to consider whether further work iS needed on possible changes to the

investment income surcharge and stamp duty (paragraph 6).

DOUGLAS WASS

h
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t4o-54o
o-72?

1981-84
TotaÌ P/þß.

elenent

NOTE A

O.tlE: 24 .Ianuary 19BJ

3mil].ion revenue costs

1984-85
Pl?xlBotal

elenent

BLDGET 1983 - PACKAGES mC - SUMI',ÍAnY

Packages (Note B below)
ilRiaksrt (Note C beloY)

- Child Benefit - Rld + 8% ot
596r both lese 2É (In nain
overvieu).

7O-1O0 7O-1OO 2OO-,0O 20o-r0o

to?-108

o-467

5??-9tB
o-100,

2AO-201

o_703

410-136? 1?74?5 ???-2241 4oo-12o4

If the R¡blic Expend.iture elenent is all charged to the Reserve, the potential
cost to the Budget becones :-

Total" as above

Less R¡bLic ÞrPendÍture

Provided in overvier

198r-84

41O-1367

1??- 6?5

2t7- 692

1984-85.

???-2241

4oo-1zot+

377_1o3?
I¡II-

45o

-r-

too

-
t-'

Notes:

1n Numbers are uncertain at preseat, and the fi¡lal figuree'ldlf
not neóesearÍly faL1 with'i¡ the ranges Êhorn'

These are revênue costs. pf¡BR coste are likely to be a little
il;;;.- ÆãEffithat any ffific e:çenditure nea6ur€s, even if
charged to the Reser:vc, ôouf¿ nevertheless increase the forecast
fSen"Uy neceesitating a revier of the shortfall estinate' Tbe

extent to ubich, on balance, the FBR coets of these neasures
night differ fro¡n the revenue coste cannot be asseesed at this
stage"

2.
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1981-g+

49
q

,r-60

v-4
1-4

21-26

,r-60
54

1gBtL-Bi

,8,5
7'

lOB-1tt

118-498,

v-4
3-4

21-?6

125-170
117

5B-78

trbr¿ 6

C miflion
F'ul Ì eer

118

5r^60

( 85-i
11|
7'

1Or-140

v45
( 85-

21-26

17O-14V
122

71-98

BUD[:':T PACITAGXS: COSTS SUM{ARY TABLT

Enterprise and Small Firms
of which public expenditure:

Wider Share Ovrnership
of which public e>penditure:

Tourism
of which public erpenditure:

Agriculture
of which public expenditure:

Betting and Breeding
of whieh public expenditure

77
É
-)

55-60

'I'echnology and fnnovation +jof nhich public expenditure z 4,
construction 77_10¿

of which public erpenditure: -
OiÌ Eaxa.tion. , \ -?r z,{,},.r ¡r ,,.4O-AOO ,

of which public e>rpenditure

q

5'6

Cari ng and Charities
of which publie erpenditure:

Fairness in 'l'axation yields
of which public expenditure:

TOTALS 74O-54O

of wbich public expenditure 1O7-1OB

,77-9tB

2AO-201

BlO-8"

197

CQ¡NËEEitffit'-åfflAl
êrìnÏ.rlTTì'I¡ì'rm-r 

^ 
î

24 January 1983
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tsIIDGEI PACKAGXS

SUMMARY NOTE CGNTEÐÐÐ*TIAL
PACKAGE,: SI{AL]., FrRvfS AND XNTERPRÏSE

DAÎE z 24 January 1987

I"linister in lead: FST unless otherwise stated
Otficial in lead: Mr tsailey

I'IEM

(a) Business Start-i.Ip Scheme

(Business Expansion Scheme )

(U) Smal-l Firms Investment
Companies.

(c) Joint venture vehicles fo
institutional investment.

(¿) Equity linked subsidised
1oans.

Extensio.n of life of Schene already agreed.
Revenue bubmission (tlr gattishill) t¿ ¡sr
on extension of coverage and possible other
changes .submitted on 17.1.8.3.
costed. a"t this stage¡ later
significànt. Meeting fixed for

.,i.
Chancellor's neeting on '12.'1.81 agreed that
this should. now be dropped .from the fackage.

t

Discussed in Revenue (Mr Prescott) sUbnission
of 4. 1.&t and. FP (t{r Hoore). subnissidn of
11..1.83r, tr'ST asked FP and fR to sound-out

institubions orr possible constraints oä their
,

investnent in snall firms. l

FST ninuted Chancellor VO.12.82; diécnssed at
Chancellor's ùeetÍng on 12.1.81, which agreed

ntinue.h'nt nnlikely runner.
. See nexù iten

24 or ',25.1 .BV.
year costs could b

that work should
FST rneetinE 2A.1.

Co

Cannoü be

STATE OF FÍ-,AY

na

na

1983-84

na

na

1984-8'

na

na

FuII ïear

REUENIIE COST Su

(Contined/..)

CGNFEffifiT.{Tg,&L PAGE NUMBER 1





tsUDGEI PACIüGES

SUMMART NOTE CÜþëËË,å}HËTåîEAL
PASIç1¡GE: SHAI,L FÏRMS AND ENTERPRISN

DATE ;24 January 19Bt

ÏTEM

(e) Debt-equity conversion.

(f ) Zero and. deep-di..scounted
stock

(g) Disincorporation.

r'Isr ( R)

''t,fr
.f{fl

Tffinil-åT
t

T
i¡
x

r"
¡!s
il _CON

STÄTE OF PtÀY

Bank paËer forwarded to FST (Mr Moore's minute
of 11.1.87) i Chancellor's ,meeting 12.1.8j
considered unlikely runner, but agreed that
work should continue. FSI neeting 20.1.8t.

w

FST ninr¡ted Chaneellor 24.1,.83 recouuending

þhis and, item (d) be dropped.
.

," ;.

Consultative doeu¡nent issued 12.1.83i Not
costed dince no definite proposal yet :

identifiied. Papef also covers shelf issues,
and comdents requested by 11.2.87.

Examine .{n Revenue subnission
(t'tr Batüishi11) o{ 20.12.82 to MS[(R);
Chancellorts meeting of 12.1.8t agreed, that

.inot a rünner for al!8J Budget. 
!

na

)
)

d

1981-e4

na

1984-B'

na

FuIl ïear

RB\JIENUE COST SN

(Continued/...)

PAGE NÏffBER 2





tsIIIGET PACI{AGES

SUMMARY NOTE GONFI,ÐE¡qTIAL
PACI(I\GE: SI'{ALI, FIRMS AND EIflIERPRIST

DAÎE z Z+Jaauary lgBV

Ï'IEM

(n) Sinplification of FAYE

and NfC payment rates:
Schedule E/D frontiers.

(i) Capital 1¡¿nsfs¡ Tax

(¡) Loan Guarantee Scbeme

CST

(t<) Kreditanstalt etc.

CONEFËffiFT{T¡AL

Discussed at FST aeeting 17.1.87. Rþvenue
(Mr fsaac) to report on meäns of nakj-ng it
easier f,or employers to operate net of tax
systen.. No eosts involved.. Revenue also to
report qn Sehedule E issueso .

Various 
-Revenue (Hr Beighton) submissions on

rates rQductions and furthér businesb,/
agriculËural reliefs discussed at FST's
ueeting on 1V.1.81; FST ninuted Chancellor
18.1.81¿ '

::i.:

ìì
Discussed at Health of Indgstry meeting on;..i-
11.1.83;, DOI letter with detailed proposals
awaited.

"1 
.

Chancellor's neeting 12.1.81 agreed that this
this sbéu1d be dropped from the package.

(pe) ,

27

1983-Bt+

(p") 5

+,

1984-B'

B5

FuII ïear

REUENIIE COST årn

( Continu eð./ . .).

l:

PAGE NUMBER ,
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SI]M},IARY NOTE CGNFIÐil*{TIAL
PACKAGE: SMALL FTR},IS AND ENTERPRISE

DATE z 24 January 1987

rÏEM

(t) Enterprise agencies :

widening of qualifying
conditions for relief.

(m) VAT registration/
de-registration thresholds.

EST

(n) Corporation tax: smal1
companies profits limits and

rates' 
MST(R)

Diseussed at Chaneellorrs meeting on 12.1.87,
where presumption against. Revenue
(Mr Battishill) ¿o not, therefore, intend to
make a submission and no cost figures are
included.

Customs submission 24.12.82: Ministerial
d.ecision reached..

Revenue subnission (Mr Green) pend.ing.'1%
point reduction in snall companies'rate
would cost 91O rnillion in 1985-84 and
915 million in full year. Cost of
revalorisation of profits linits shown

oppositg

STATE OF H.,AY

10

,

1983-84

15

'10

1984-B'

16

10

Fu1l Year

REVlENUE COST SU

(Continu ed/ . .)

CCNFIDENTIAL P¡,GE NUI{BER 4





tsiIDGET PACKAGES

SUMT{ART NOTE CCNF¡DENTãAL
PACiüGE: SMAIL FTRMS AND ENIERPRISE

ÐATE z 24 J anuary 19Bt

T'IEM

(s) Enterprise Bonds

(t) CGT: monetary limits
paekage.

(u) VAT annual accounting
(starters number ,)

EST

C.ONEIDENTI,ÀL
¡

t

I

"î-

Remains ,on startefs list and Customs
(Mr Fraser) subroission'20 .1.82 to-EST. But in -

view of substantial 19Bt-Bt+ cost (up to
g,19O miTlion) and MinisterS' lukewarm reaction

i:

at 1r.12.82 meeting, not costed into package.

TOTALS

FP (Mr Ìleed) submission to FST 17.1.8V .

recormending against. Cost not quantifiable.
Revenue submission (Mr Bryce) to FST 1t.1.8t.
FSI (17.1.8V) commended paokage to Chancellor.

STATE OF PIAY

49

under íl

1981-84

57

und.er '1

1984-B1,

118

under 'l

Full Year

REUENIIE COSI Sm

PAGE NTNßER 6
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CONFIÐE¡üTIAL

.tsUDGEf PACKAGES

SU}IMARY NOTE CGNFÍMã}.$TSAL
PACI(AGE:

DATE .:

WTDER SH.ARE OWNERSHTP

24 January 1981

r'l'EM

d) Options tar shares scheme

e) Relief fron starop duty forrsmall pa.i'celrr share
transactions

f)

s)

Emplcyee bcnds

rrLoi Monarlrrr relief

Bank of England paper (10.t ,83) discussed
briefly ?t Chancellorts meeting (l?,1.83).
Revenuê (Mr Martin) submÌssion- ¡

21 .1 .8,3. Costs imponderable; like1y
maximuu shown oppositeo "

Rejeclied at Chancellorrs meeting (

TOTAI

12.1,9f )

STATE OF TT,ÄY

,5-60

20

1983-84

5r-60

20

1984-B5

55-6o

20

Fu1l Year

RE\TENTIE COSI SM

ctfr-$F¡#fri.-ëîåAl PAGE NI'MBER 2





CONFTDENÎIAL

.tsUDGEî PACI(AGE,S

SUMMARY NOTE CüÐ-..åfi#ilå'*"å.ÍÂL
PACI(AGE:

DATE :

Minister
Official

}rIDER SHARE OÏNTERSHIP

24 January 1983

FST
Mr Moore

in lead;:
in lead:

1983-B+ 1984-8'

10-15

2'

FulI ïear

REV:ENIJE COST âM
Ï,1.'EM

a) R.eintroduce tttop hat"
reli efs scheme

b) l.{inor changes to existing
schemes

c) t'lajor opticns íor change:
.\i) Increa.se annuaL' upper,

limit foi profit shari
schemes from fl1zrA.

Chancellorts meeting (lZ.l,B3) rejected
Mr Jenkinrs proposal (his letter of 6,12.8,2)

Mr Jenkinrs letter (6"lz.i82). Revenue
(PIr Martin) -sub¡oission 21:,1 .83 . Potential
cost up to É,1O0n, nót included at this stag

ta/

1-r-r- /

ïncz'ease monthly lini
savings-related share
option schemes

Extenci insta"lment
period unden share
option schemes

grr s meeting (12.:1 .83) disêussed .
(Mr Martin)-subm¡ssion ;

PaTallel submission on (ii) from
ion (Mr lYonck) to EST A4.1sBV

:

F'i#ni-tîf,,q[

Chancef-1
Revenue
21 .1 ,83.
HF divis

CGE\å
PAGE NI]IVIBER 1





CONFË#ffi'4îlALtsUDGET PACIilGES

SUHHART NOTE

PACIüGE: TECHNOTOGY AND INNOVATION

DAÎE z 24 January 1981

Iïinister in
Official in

lead: CST qnless otherwise stated
lead: Mr Bailey

r'Ì.'EM

(a) Extension of transitional
period for capital all-owances
on British films.

FST

(¡) Extension of trånsitional
period for capital allowances
for rented tel-etext,/viewdata
televisions.

FST

C0hä[iltki-tîå'AL

Financial Secretary agreed 
iextensi on 12.1.83

following Revenuei (Mr Battishill) subnission
5.12.81 i rnay be ånnounced. in week ending
21.1.83: :

(ltr gattíshilI) submission

Iry 7 .1.83Financial Secreta
fo1lor,¡ing Revenue
of 2V.12.82.

i

i

agreed. extension'

19Br-84 1984-B'

10 ín
985-86,
I over

]0 in
985-86,
65 over
985-88
eriod)

7
)

984-8
riod

Fu11 Yea¡

RE\IEII¡UE COST Sn

(continued/..)

PAGE NU}ÍBER 1





ccNFiæffii4T'gAL.tsIJDGET PACI{AGES

SUYIMARY NOTE

PACI(AGE:

DATE 
'

TECHNOI,OGY AND INNOVATÏON

24 Janüary 19BV

r,IEM

(c) Small Engineering Firns
fnvestment Scheme.

(d) "Alvey" support for
research in advanced IT.

(e) "Support for Innovation"
programme.

(r) Other expenditurg itens.

cÖB*Fiffiffii\åîiaL PAGE NUMBER 2

!:
Mr Jedcin's proposals coritained in his
letter of 12.1.}Vi involv! expend.iture of
fl51 níl'Iion ía 1987-A4 ah¿ €6O million in

1984-85 and 1)85;96.

fpr also contained proposals for 9
other items, involving erpepditure of

1984-8, "and åBl urillion in l!g!-g5. This
gives toltal DOf bi:ds of e67i million,
fl128 ¡ail:1ion and &145 uiIliþn respectively.

)
)
)

The let

Mi
p

A

i d

s

re
S

u

b
par

e
a

bmi

t t_

ss

cp
o

1

n

o

t

n

e
l_

d
n

o n

a +
U

rA
4

(
q

Je

7

Mr
n

, t

ki n

7

Love

,
rr )

1 e t
v.I

t e
ho

r 1 g 1
ugge

n
s

IoT
t
AI,S

+5

)
)
)
)
)
)
)
)
) (p")
)
)
)
)
)
)
)
)
)
)
)
)
)

4'

198J-84

,8,

1984-85

11'
( r9a5-so )

(pu) 75 (p") 75

(i985-86)

Full ïear

REI/:ENTIE COSI åN





.tsUDGET PACKAGES

SI]MMARY NOTE

lãifli'\.t'i=iu
È.. I Iì" . i' -: , 

,,, l';"1 .,,f1 I3 t r .- *+.!" ..-, i: È ; ;.. t ï- PACKAGE:

DATE $

CONS'IRUCTION

24 January '1983

Ministe$ in lead: CST
OfficiaL in lead: Mr Hoore

r'IEM

(a) Hortgage fnterest ReLief
eei]-ing ( starter no 1Or)

FST

(¡) Stamp dut;r threshold

HST(R)

(c) DLT own use d.ef'ernent
(starter no 178)

I,,lsT ( R)

l

I

I

Revenue.(Mr Stewart) submigsion 1.12;82 to FST
,.

uhancelloCs meeüing 2+.1.83 to discuss.,
Cost figures assume i@

i:
;

Consultátive document to be issued tbis month.
ChancelÌor to have a meetirrg to discuss.
t{inisten in lead, - US[(R): Official in
lead - I$r o'Leary"(IR). Udually regarded as
an alteqnative to,(a) - costs not thärefore
includ.eti in total,cost of package. fâcrease
in tLjreshol.d of Ð5,000 would còst'S6Om in

:)a

1981-84,and S/Om in 1954-85 and a ful1 year.:-

l{ST(R) recoürmends : extensiori. of existing

ii
Revenue;(Mr Beighton)

defermeq¿t provision.

:

subni.ssion'l 1.'.t.83 to

75-1Oo

1983-84

100-12'

less than '1

1984-B'

7r-100

,

Full Year

RE\il EN'E COST âm

CGï'.$F; il i;'çTirô.L,
PAGE NUMBER 1
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BUDGET PACI{AGES

SIN{MART NOTE
CÉC,i'-+f " : .i-ç?i-,. .- CONSTRUCTION

24 January 1981
PACi(AGE:

DATE :

rTEM

( ¿) Home Improvement .- repair
grants or enveloping.

( e) Extend capital allovuances
for assured tenancies to share
ownership.

CCNF¡Dii',-tîlA[

Mr Heseltine's letter of 6."1 .BJ. CSÊ has
recently turned. down proposals to extend both
(letter iof 10.1.Bt to Secretary of Sùate for
\dales).: . , iiii

i
:t.i

Hr Heseltine's letter of 6.1.8V. FSf
minuted ehencel-}or (1g.1.8j) advising against

I

action.

1983-84 1984-B|'

q

FuIl ïear

RETTENITE COST åu

PAGE NIIMBER z





tsUDGEf PACI(AGES
:

SI]MMART NOTE COnr¡EEü'Ëh.iîEAL
PACI(AGE:

DATE ¡

OONSTBTJCTï0N

24 January 1987

r'I.'EM

(f ) l{inor items in ,

Mr Hesel-tine's 6.1.8t letter
including:

(ii) capital allowances
for refurbishment

.-:-of industrial and

commercial b-uildings.

(ii) increase proportion
of offiee space.
qualifying for
Industrial liuilding
A1lov¡ance.

(Contined/..)

C#A'$Fiüffii:*iîåÅL - PAGE NU}'IBER 1

I
tt-

t

Revenue

;

)
)
)
)
)
)

i

:i
subuission pending

i
:!

I
q

STATE OF PIAY

less

than '1less

l

l

thaä 'l

1983-Bt+

na

na

1984=85

1r-2'

na

Fu1l Year

RBUE1TIIE COST Sm
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t.'çlt'\i' i t,',":.;¡''"i i irqLtsIIÐGET PACKAGÐS

SUMMART NOTE

PACI(AGE: CONSTRUCTION

DAÎE ,z 24 Januáry 1981

I

Ï'I'EM

(iii) Alloiv private
landlords to offset
repair costs agains
all- income

)

¡

o

CGËNF'#h¿'tîåAL

TO[AT,S

Revenue submi-ssion pendi-ng.

:.'1,:
Note: FP (Mr Robson) to prepare suþnission
on paqkage as a whole fo4 CSll. ,"

Note: lPossible increases,in local þuthority
expenQiture, whicb would ireduce shbrtfall
but nqt add to þublic expenditure' are not
costed into package. I

l

,'

l

SfA,fE 0I' PÍ,Af

77-1a2

198t-8+

less tbqn'1

lOB-133

2.

1984-B'

1Or-140

E

tr'ulI Year

RE\'.ENIIE COST SN

-

PAGE NUMBER +





CONFIÐENIIAL

tsIIDGET PACI{AGES

SUMMARY NOTE c#Ð,'+r";#ïl,-iîã,4L OIT, TAXATTON

19 , January IjBj
n lead: HST(R)
n leað: Mr Middleton

PACKAGE¡

DAIE

Plinist
Offici

:
çriåri

A

rTEM

North Sea Regime, phasing
out APRT etc. (Starter
no. lo9)

B) PRT e>qtend"iture reliefs and.

receipts (Starter no. f15)

C) PRt: recovery of ,over-
al-lowed. expenditure relj-efs
(Starter no. 164)

* iyote - high'er figures reflecü þs
Full- year consequentials

of proposals oif Secret
these are not quantifi

a4y
ed.

st
of

SecretarSr of State for Xnerg-y pressing for
aore. Revenue (Mr Crawl"y) submission of
ISA/B1 on APRT: further submission to
MST(R) shortly.

Consultative docurnent issued (H*y 1982).
Revenue ^(Ur Crawl-ey) subnis.sion I?/L2/92.
Costs ve¡f d.epend-ént on options; 

"outA 
¡"

yields of å1lro in BJ-84, fl7Ðw in 84-85 and
ÐlOOn in later years. Costs not included. in
package,total . 1 . '

i:

MST(R) agreed ('neeting 15.12.82) s-uuject to
ieview öf priorities for FE.

Chancellor agreed package ting 7n/Bt
40-200t

less thad 1
yield

1983-8t+

159-l0O'

2 yield

1984-B'

74' (rgal
86)

1Lo (rgg0-
s7)

2 yield

FuIl ïear

REUEX{IIE COST Su

of Stat u r-.w PAGE NUMBER 1
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CONFTDENTIAI

.tsUDGET PACKAGES

SI]MMART NOTE Cffif'éf-imäi{igAl
PACI{AGE:

DATE :

OTT TAXATTON

l9 Jánuary l9B7

r,I.EM

D) PRT: rel-ief for direct
exports from tanker-loading
fields (Starter no. L63).

E) PRT: oi} all-owancel: option
to take against oil only
(Starter no. L62)..,

F) PRT: exempt gas & payback ,

(Starter no. 166) :

G) PRT: relief for transfer of
gas between fields in same

ownership (Starter no. L67):

i

Lþrt
å

l-1Ëi'rÍT
êdø¡l$¡¡ ç ¡

t
s

¡

I

nn,h,EEvvt\ì¡¡
i

I

ì
t

i
I

á
,{

Finance'8i11 space. Nil cdst

MST(R) agreed. (ratng. Irn2/82), subject to i
revi-ew bf priorities for FB space. Nil cost.

i

Inland il.evenue awaiting details froni a
conpal.y- of possible injustice. Subniission
from Mr Crawley nerü nonthi. No 

"o"{-irrgspossiblþ until d.etails recþived.. 
.

MST(R) âgreed (meetinl 15.,12.82) subject to

i

(

review of Briorities.

¡'
f:

sub ect totngMST (R ) agre ed (n 1 5

ST4,TE OF pf,l[Y

na

1

1987-84

less than 1

nâ

1984*B'

less than

na

Fu1l Year

RE'UENIIE COST Su

PAGE NUMBER 2





CONFTDENTIAI

tsUDGEI PACKAGES

SI]MMART NOTE C#ådF¡ffi)ffi¡'.$îårAL
p¡,cic¡,cd:

DATE

OII TAXÀTION

19 January L9B,t.
rì

ñ

it

IIEM

H) Recovery of corpol?ation tax
unpaid by non-residents
from licensees (Starter
no. 184)

I) Oil valuations to reflect
norrnal creclit terns
(Starter no. 187).

J) Relief for gas sales d"irect'
to industrial consumers
(Starter no. I92)b ,

COfru$ Ftffifri'{TfAL
1

I

review òf priorities for FB space. ,

.,
IßT(R) has ad"viseil chancelior (zzAZ/Bz) that

i

legislation need.ed. to counter risk of Loss of
€,2OOn of, revenue.. Nil cosl.

l¡"

MS[(R) {.oubtful ( note to.1i1.82) if proposal
merits s,pace in Finanee BiIl but will review.
Nil cosb. .

I{ST(R) äsreed ( /s3) subject toe of 6

40-200

less than I
yie1d,

l

1983-84

158-498

less than I
yiqld

1984:.85

,45 (85-86,

5ro (86-87

less than .

yi-e1d

Fu1I ïear

RE\TEI'IIIE COST SU

PAGE NUMBER 1





tsUDGEI PACKAGES

SI]MMARY NOTE CGNFå#ifrf..*TËAt
i'l

PACI{AG$:
IDATE r¡

TOURISM

'l! Januayy 1)87

) Ministeæ in lead: EST
Officia] in leadi Mr Moore

IIEM

(a) VAT rel-iefs

(u) Rating reliefs

(c) Capi.ta1 all-owances

PAGE NUi\tsER 1

FP (Mr 4obson) suþnission of 13.1.83 to ESI
exauined the case for a toü.risra package and

the neaéures it night inclûde. 'Ihesè are:-
.i: 

fr
:- 

"trIn view;of the very high ccists and the strong l
.:;. i

presumpt"ion against such adtion, thib item hasr

not beeri costed. into the p:ickage. il

ficultie$ invol-ved' with his I

i:
q'e two nain proposaÏis:- 

:

an increaså in the dxisting ZÐ%.initiali
{11owance to, sâyr \O%i , I,i!
$rl

{I

éxtension ôf allowaúces to snaller .'l
itllrotels and: self-catéring accoihnodation. I

lrl

( ii)

f
n

:,

1

t:

of been Costed intÞ the

[here a

(il

:l

Because.of the di
proposatr., it has
paekage.

SIATE OF Pt4,Y

ni1

ni1

1983-84

nil-

ni1

1984-BI

(around 1O
af¡er 4
years )

(around. ,
after 4
rears )

FuII Year

RETJ:ENIIE. COST gU

(eontinued/..)

c F-gFãt;.#i'¿îl,qL





t.

tsTIDGET PACKAGES

SIJMMART NOTE
gONEIDENTIAL TOURTST{

1! January 1983DATE

4:
I
la
ç

I
!
t
I

PACI(AG

ÏTEM

(¿) Increased grants under
Secùor 4 of Developqent of
Tourism Act. ',

ccNËIDEhåTIAL
:

I

t
.å

uorAts
I

The EST .minuted the Chancetrlor on 19

reeonneriding against all of these me

I

ii

t
,;

a

5

g

1.Bt
E Ures.

s[li.TE oI' PtÄY

(p") t

v-4

1983-8É,,

(p") v-4)

(p") 5-4

1984:Bj Ful1 ïear

RE\J:E[.II]E COST SM

--.
PAGE NUHBER 2





.BIIDGET PACI(AGES

SI]MMARY NOTE cGÐ-$Fg#ffiå-*åTgat-
PACIüGÉ: AGHICIIITURE

DAIIE | 24 January 1g8t

Minisüeb in leadi ¡'sr
Officia] in lead; l{r Moore

Ï,IEM

(a) C'l'fi agricultural relief
for let land.

(U) C'Ir payment by instalnent

(c) CGI' rollover relief for
1et agricultural land.

(¿) Rental income to be

treated as earned income.

'SQNEIDENTIAL
.t

:t
rl

,TO'IAIS]

).Both réconmended in FS'I' s minute to Chancello
of '18. 1.85. Tbey are alsd part of the CTI

item (l) in the Snal1 Firrns and Enterprise
packagé, and therefore not costed here.

.,1
ð

-t
Revenuê (Mr Byrce) subnission to FSS pending
on latêst round of correspondence wi-th

;
outside advocates. Potential reperþussions
could increase costs.

'Ibis was included in the packages ngte of
9.12.8e. -tsuü in view of the fact thab it ha

1

been e*anined anð rejected on many previous
occasiöns, RevenUe suggest it shoulð be
deleted without þ submission. i
Proposils in MAFF letter ôt 21.1.83, to FST

l

I
a
T'

I

l
1

l
:i
.t'l
l

i

l

ìl

¡

dl
I

not ineluded, inI ckage aS yet.

.t

OF

¡
{

STATE
ì

PtAY

ni1*

198V-B+

t

t

1984-85

5-6

,-6

FulI ïear

REUENIIE'COSI 6n

t
'1- "I

PAGE NU}BER T
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BUDGET PACKAGES

SUM},IARY NOTE CONF¡ÐËNîIAL
PACI(AGEþ

DATE Ë

Minister. i
official i

BEITING AND .tsREEDTNG

19 January 1981

n lead t: ES'I
n leadl Mr Moore

Ï'IEM

(a) VAT on bloodstock

(U) General betting duty

(c) -GAHING: redistiibution o

úaxes towards largér casino's.

í

hrfr
,
¡
i
i

FcCIN
I

i

I
g

I îta[ PAGE Nin{BER I,

{

ß 4:i

ES'I's Breliminaryi view is that packa

(9.12.8A) ttrat obijections seemed pretty:-

,-7, urilli.on a year) and r
EST minutè to Chancellor

1lpd suggesfed that qny conc
e on I'tax; on taxtt lioint.
e costed in packagé.
submission pend.ing.

!
è
I

I
{

subnissi
inplica

orr

tio
(Mr Knox

ns of to

tvi (
:

brÞe
I

9

h

l¡

d

1

e)rp

S

EST

1

t

2

ve

é

f

i

o

1

n

oms

82

o

¡
t)
(t

)
I

u¡

t

d

rBt

(

n

d

b
ut

i

pra

Mr

u
e
t

f

o

K

c

tt-

ü

rl-

c

ha

nox

ul-
)
t

nc e

l_

s

m

e

1
l_

i

u

1
t

t

o

bm

nu

t-

r

t

S

ens

e

S

o

s

h

I

0

a

o

r
o

p
e

f

n

d

nc e

o

c
b

2

I
f
k
e

I

d

1

l_

o

ctÒ

2

7

a

e

r

ng

1

'g

?

l-

Bt2

n
Þx

omm

B2

d

e

ue

nt e

co

d

Custom

decisivei.

should
and

amined:o

Customs

analyse{
(cost â6

r
against i
àgreed . q

-j

should þ
therefoí

)of11
reduct

.1rgt
io,4 in duty -

ecbmnended.
(lt8.1.BV .

esEionr . t,
ltlaùter

þ

{

FL.dSTI.TE OF Y

se

15-2O

6

na

1987-84.

21-26

1r.,20

6

na

1984,B'

21-?6

1r.20

na

6

FuII ïear

RE\TMTUE COST $N
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t

.tsÏIDGET PACI{AGES

SUMMARY NOTE c$ üÀÈ
¡':, l¡

¡*v
=.s
i¡t-

!

r!
É TAAL

Err. Fs :. !:

il * lia" :. ''-' ii

*.ø-jÉ*ö '.,!

I

\

i

PACI{AGE:

DAIE

Ministe
0fficia

CARING AND CTTARITTES

'19 Janu.ary 19Bt

in lead: CST
in lead: Mr Monger

'I

I

s
1

rTEM

( a) Extension of !/id.ows'
Bereavement A ll-or/üance for
further year.

(U) Restoration of ,%
abatenent of invalidity
benefit. 

.

(c) Removal of invaiidity
benefit "trap". .

(conti,nued/...)'

ç TENDE
I

PAGE NUMtsER 1

!'St recQnmend.ed, (11.1.8t) following {tevenue
(Mr Isaqc) subuission of 21.12.82.
(12.1.83) said that decision should be taken
in contQxt of this package, so decision pendi

Neither currently included in packagþ
emergin$ from MISC BB. .tsuü discussi'pns

å

on snali cbanges þontinuin$: (c) a I
Fpossibiiity but (t,) un1ikel,y. I

'ì

!

.1

Chancellor

(p") 20

(pe) 7

20-2'

1983-84

(pe ,q

pe 16

25.VP

1984-8'

60i
1985-86)

17
1985-86)

25-10

Fu1I ïear

RE\TMIUE 'COST åU
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tsIIDGET PACKAGES

SIJMMART NOIE CONËflÜËåETAAL
PACIüGE:

DAIE :

CARING AND CHARI'IIES

'19 January 1983

Ï'IEM

(¿) Development of vol-untary,
etc care services for eÌd.er1y.

(e) Extension of Invalid Care

ållowance.

(f) Abolition of Deþendent
Relatives Allowance.

(g) x.Uof ition of f,25O,OOO

ceiling for CTI exemption on
gifrs to charities.

( nl Deed.s of covenant:
increase in ceiling for hig

úji

c$Nf;rüËL-åî[aL L

t_

I

I

I

:

*

Proposals in Mq Fowlerts, paÞer, fer

'i

agreement th,gt should be

ion to

¡

i

+
I

þ

1 t ooo

A ReVe nge sugges

ssion
anci c

(mr ceighton) pepding,
ST (niautes of 2Q .12.82

I

date. Costs are
to î,3,5O0.

discçsion at Fanily Po

fixed) r on cale of ühe

cy Group:'(no date ;
lderly.

tion, buü þo submis
T,for increiase from
I

l

h

Revenue submi
followiirg FST

and 2'1 .12.82)
eonsidered.

l

rT-¡¡,YS{A[E OF

(p") 4 
,

20 sav{ns

nil

(p") B

aund.er

1983-84

(p") 12

20 såvins

under '1

1-?_

(p") B

198+-8l

(pe) B
(tgar-aa,
2J over
] years)
(pu) 12
( 1 985-86)

20 savinl

under 1

1-2

FulI ïea:

BEVENIÉ COST Sn

rate relief.

( Continu ed/ . . .)

PAGE NUMBER A
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tsIIDGET PACKAGES

SUUMARY NOTE AL CARTNG AND CI{ARÏTI}.}S

'1p Janrlary 19Bj
PACICAGE:

DATE
i

¡

T
It

I

rÏEM

(i) VAT relief for c:heiities.,

(j) Other fiscal measures t

(i) rel-ief for Ëayrol-l
giving;

/..\(ii) relief for individual"
donations;

(iii) relief for ciompany I

donations;

(iv) relief for seconded.

staff; :

(v) covenanùed payments
cFr^ c ê

i^

cch¡ryEDE¡\¡TßL
:

I
¡

I

I

.t¡

l

I

I
I

Customs submission (Hr Kooq.) of 4. 1'tït
discussed at Chaúcellorrs neeting on 11.1.83i

a

agreed that theré should Se no extension
^ -.; ^ 

', i

or reJ-ter,ìi
l1ri¡

å,i:.
To be povered irr planned ST (Mr Moqger)
submission on pdckage, al'though all have
been rejected. in the past:. Iteus (i:.i) and
(iv) qdvocated in Mr Heseltine's Iétter of
6.1.83, Not costed. at this stage. ,l

Mr Heseltine's çroposal that eharitable
statud, be exten{ed to sport and reöreationa

)
)

¡

)
)
)

úded.
I

bodied not incl¡-

1983-e+ 1984-85 Full Year

RE\IET.TIIE'COST âM

(Continued/...)
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.tsIIDGEI PACKAGES

SI]MMART NOTE
CCNFËffiffiËdî9,É.1 CARTNG AND CHARITTES

1! January 1987

li

(i

PACi(AGE

DAIE {

i

I

l
I

3

Ï,1'EM

(t<) Other public erpendiùure
measures:

(i) investment Srants to
voluntary sector;

(ii) central grant to
National Association
of Councils .of
Voluntary Service.

ri

cüE\åF¡ffiffi$dîË,&.ü
-iì::il; ;,¡ ¡ ¡ _-;1

, i TOT$,I,S

of which publiq erpendiuËre

overed in planned :S[ (Mr l{onger)

-,

Note : "Additional provisi
-!as a contingency rnarginì,

bids by Mr Fowler for ninor benefi-t changes.

submission on package.

\

o

a

x

[o be [c
,:

n has beerr added

agar-nst exbected

l

STATE OF
I

PtAY

( pe ) ,

(p") ,

(p") 5

1983-e4.

12r-1VO

11.?

(p") x,

(p")

(pe) 5

E)
.:

1984-.g|

170-141
122¡

pe) ,
985-86)

pe
9a5-86

)

)

5
-86

(p")
(1985

(
(r )tt

I

(
(r

FulI ïear

RE\JIENIIE. COST SM
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BUDGET PACKAGES

SIJMYTARY NOTE GGå*.lFiiliii',¿"t Ë-
PACIüG9: FATRNESS IN TAXATTON

DATE t 1j January 19Bt

t

¿t
".

'ì

l

Ministè
Officia

n lead: FST and MST(R)
n leaÇ: Mr Moorg

ri
1i

II'EM

(a) Fringe benefits¡
scholarships (starter no 197)

(U) Fringe benefits: :'other
(starter nos 111 and.'174)

(c) CGT: capital loss buying
and groups of companies.
(starter no 142)

lri
GÜâ.'+FI#TI..,jTf,.AL

J

Chancellor decided (meeting 22.12.82) to
legislaúe. Revenue (ylr gtythe) submission
on '1V.1:87. Potential revenue loss of 9100¡n

wiùhout,legislation: small X&fg if,
legislaüed for. j j

-:ir..
i: ;

Budget Staüêment 1^ri11 contain announþenent
about uprated car] and ear f,uel benefÊ-t scales
for '1984-Ar. Minli-ster in ]ead - FSrl.

Revenue;(l1r Blythþ) subnis$ion shortiy. Costs

fe and ¿¡s" not
yet quañtitiable. 

.

:i:ì
Revenue (Mr Beighbn)subnission peniliàg.
Plinisteí in lead - FST. Cùrrent annual

il

revenue-loss of SþOrn, Uut yiet¿ fronq, measure
dependsion indexafion and is not quqntifiable

I

sr4,rE oÏ ptd.y

under '1

yield

na

na

1ggt-84

under '1

yield

na

na'

1984-B'

under 'l

yield

na

na

FulI ïear

REVEITIIE COST SM

( continu eð./ . .)

PAGE NTN{BER 1
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PACIüG$: FAIR}TESS IN TAxA[IoN"tsUDGEI PACI{AGE$

SI]M},IART NOTE

ï'1.'EM

(¿) Group relief: avoidance
(nl-). (Starters no 119)

(e) Life assuranee: chargeable
events: secondhand bonds
(starters no 11O)

(f) DLT: d.ì-sposals by
T

non-residents (start ers no 1+9

CtÊ..EFÍ#Etiiå/å.[
':

CtÐ'-üiFÍffiffii"¡åîËÁ,L

DATE 1! January 19BV

I

t
ItI.

¡l

Ministe:: in lead = l'lST(R). fdentified'currenb
reventte:loss of SãOra: yfeld in fÍrst.-year
noü quantifiable. , ".',

Ì,:
Announceuent of ibtention qo legi-slate given
oa 24.6*82. Drafting of 1{gislation, nearly

r i-
conplete. Minister in lead - I'ST; official
in lead'- Mr O'leåry (fn). :

l,

'li. ,{i

Revenue (Mr Beighton) subn{ssioa oo Þ.11.82.1

Discussions being,hel¿ with T,aw Sociêty ard
RICS.

Revenue ;( Mr Battishill ) submission shortly.

under '1

yield

2

na

vrôl/{

19Bt-84

,o xru,

unde:r 1

yield

vield2

1984-B5

ã0 yield

under 'l
yield

2 yield

Fu1l ïear

., RE\'.ENUE COSI åN

(Continqed./..)
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.tsUDGEf PACI{AGEF

SUMYIART NOTE

I
Jt

PACI(AG4

DATE }
CONFgffiii=ëTHAL FATRTTESS TN TAXATION

'1Ç Januäry 1987

t
,!

ÏTEM

(S) Stock relief : pa¡¡menbs on
account (Starters no 154)

( n) Stock relief : d,e4y to
commodity/butrion dealers
(Starters no 1rt)

(i) Interest charges on late
payments of directors. PAYE.

(j) Application of P{ÍE to
earnings from off:shope
emplo¡ment.

ì'¡:

ccNFgDti'itrgaL
:,

i:

1
¿

PAGE NTJilBER 
'

MST(R) áuthorised. drafting of legislation
(lg.l.Ai); item to be revÍewed in light of
other ueasures affecting c

ì

Revenue .(Mr Batüishi11) s
Ministeq in lead - MST(R)

Revenue'(mr nfytne) suUmisd'ion shorti".
Miníst

)

4
!!

in lead - FST.

ldo

o
t
I
f
¡

i
¡

diY
!
t
I
i
I

ion

¡' :.

ubnission slaortly.
:,;

ôn
t

in courts. No le

Revenue .(tlr gatbishill) submission 2.12.82.

nstructioÈ indus

0ase slat eded.

ûl

:

under 1

yield

under 1

yr_el-d

under 'l
yield

und,er 1
.-.-yt-eId

1r-5a
yielö

1A-15
yield

19Bt-84 1984-.B'

15
yield

5-10
yield

20-40
yield

1u11 ïear

RE\JIENUE :COS[ SM

+-

( Contttnu ed./ . .)
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tsIIDGET PACKAGES

SI]MMARY NOIE QtÐ{Ëiæti\¡TflAL
T,AIRNXSS TN TAXATÏON
'1p January 19Bj

i'i

PACI(AGE
I

DATE I

1
I
¡
Ij

ÏIIEM

(t) VAT: blocking input tax on

petrol and derv.

(f) Taxation of intetnational
Business (Starter 1r?)

gffiT\åFüffiffii\åTIAL
,PAGE NUMtsER +

Rejected at Chancellor's neeting (1r.12.82)
ìl
I

I
!

I

'i
a
2

I'I
1

I
I
I

J

.tDraft ldgislation ipublishedi December 1)82;
¡.1i..

conments sought bj uid-Febduary. Minisber in
lead - lßt(n); official in l.ead - .

Hr Taylo"-r Thoropsori (IR). Crurrent ta* loss
t_i

through þvoidance iesüinated at arounCf Sl00m;
yietds W an Apritr 1gB7 staþü date wóuld be

less than $'ln fortlg}l-g+ arrd SIOOn in a

ful1 year. 
i

þ

t

.

,!

TO[A]., YTELDS

6.

I sr.ê,TE o¡ pttiy

, rr1¿fl/i

I

l

I

l.

1983-84

58-78"¿ielg

1984-85

7r-98 vielt

t
Fu1l ïear

RE\J:ENI]E COSI å,U

',





[¡
I NOTE C

24 January 1983

OTIIER rISCAL RISKS

Possible Rrblic Erpenditure

Unemployment. Two candidates may be proposed:-

i. Extension and modification of TST\4¡CS 115

ii. Continuation of Enterprise Allowance
Pilot Scheme

Coal Prices There are preliminary discussions
with Department of Energy on an idea that
coal prices might be reduced to world level.
The idea is unlikely to get very far before the
Budget

Petrochemicals. A review of current problems
may lead to proposals to give assistance either
by way of PRT modification or by public
expenditure me¿rns

Possible Tax

hdustrial Rates. In theory ruled out, but a
continuing candidate in many quarters. There
would be practical problems, including a
need for legislation. A notional l0 per cent
reduction would cost

Car Tax" Suggestions have been made that this
tax (currently l0 per cent) should be reduced
or abolished. A 2å per cent reduction would
cost.

z

1983-84

100

117 3

250

100

467

140

720

E million

1984-85

103

500

100

703

140

1ó0

260 300

TOTAL

Scored at NIL as either not likely to proceed or charged to the Reserve.

Other risks
(i) There are continuing calls for abolition of the Investment Income Surcharge (most recently

from Lord Cockfield and the Institute of Directors), and there aÌe pressures for an easing in stamp
duty or its abolition.

(ii) Ttre forecast allows for a $2 fatl in oil prices early this year. Beyond this each $l fall is
estimated to' reduce revenue by [200-250 million in 1983-84. Figures depend however on very
uncertain assumptions about, for example, any change in the exchange rate resulting from the fall
in oil prices. A change of. 3Yo in the dollar/$ exchange rate might have about the same effect on
revenues as a $l change in oil prices.

1003727
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FROM:

DATE:

cc

J O KERR

24 January L983

Chief
Flnanc

tary
Secretary

Eco

si
er of State (R)
T¡üass

c A Rawlinson
Burns
L tt
BaiJ-ey

Mr Middleton
l{r Cassell
Mr Evans
Ilr Kemp
Mr Lavelle
Ivlr Monck
lvlr Moore
!1r lvlountfleld
t"lr R Allen
lvlrs Lornax

Norgrove
Ridley
Harris

Mr nch
PS land Revenue
Ps/c toms and Excise

CABINET PAPER FOR 3

The Chancellor was atefuL for the first draft of his
"pre-Budget" Cabi

I'lR KEMP

I now attach a

briefly discus
I shouLd be gr

Mini

paper, whlch you submitted on 20 J
of his revj-sed version, which might

at tomorrowrs "overview" meeting at 1I.
ful if the following four points could.

Secretary
of State (C)

uary.

+1
I

i

l

:

<\,)',../ r

considered be ore then:-

SECRET





SECRET

ê. Flrst, the Chancellor would like the

"world background" sectfon - not^t paragraph I - to
be erçanded.

b. SecondJ.y, the paragraph deallng wit'h packages

- nov¡ paragraph L4 - ought he believes to include
a general statement of Íntent on some relief on

North Sea t,axes.

c. The reference to It-qlF vtews could perhaps be

e:çanded by a quotatfon. ('The Chancellor has

ln mlnd the desirabfltty of defuslng in advance

crÍticism that the PSBR thf,s year is masochisticalJ.y
low. )

d. The Annexes str.Lke the Chancellor as s1ightly
too compJ.ex - and perhaPs too numèrous. He is
particularly doubtful about Tab1e 5.

J O KERR

-2?

SECRET

3.

H
h¡

v
T
rç
¡û

Ë





SECRET

DRAFT CABTNET PAPER F'OR THE CHAIiCELLOR

FOR 3 FEBRUARY 1983

Background

L. The world background agai,nst which we shall

present our 5th Budget on 15 Marbhr remains sombre,

though the long-delayed recovery is expected to start

in l-983. Its scale and speed will largely depend on

the degree of determination wlth which the US

Administratton tackle the problem of the mounting

Federal deflctt. ELsewhere the need, for prudent

fiscaL and monetary policies, as the foundation for

rebuildfng sustainable growth, is fuJ-Iy recognised;

and some modest growth in the world economy is in

prospect this year 1t t1r-J
2. In the UniÈed Kingdon we can expect growth of real

demand of around 3t per cent this year compared to

2\ in 1982. Competitiveness has contj-nued to improve,

but not, enough to prevent some of this

"Ieaklng" overseas. Thus the forecast is for growth

of output of only 2 Per cent this year. This Ís however

slightly above the average of the major industrial economies

growth in Japan may be a little faster, whereas in

I





i

i

I

I

I

I

I

I

I

i
I

SECRET

Europe it nay be rather slower. Herer âs abroadt

unemployment ls likely to continue to increaser ât

least for some time, but improved growth should

ensure that the rise is much slower than in

L982. InfLation, now at 5.4 Per cent' j.s down

Lo less than half the rate of a year ê9o, though

sterling's recent falL will produce a sJ.ight upturn

later this year. Int,erest rates also dropped

steeply over the year, from 16 per cent in autumn 1981 to

9 per cent last autumn, 11 Per cent now.

3" Annex I sets out some of the key figures. The

1983 column, being based on early forecasts, and.

taklng no account of possi.bLe Budget measures, is

of course subject to a number of uncertainties"

There will be a further forecast at Budget time"

The strategy

4. Against this background the basic aims of the

Bud,get must be:-

(a) to avoid r5-sking the gaj-n.s on inflation
and interest rates - necessarlly still fraglle -
which have resulted from past Budget restraint;

(b) to sustain and ad.vance the domest,ic

recovery, preferably by measures to encourage

employment opportunities as well as output; and

2
SEERET
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SECRET

(c) to provi.de the maximum tax reductions

consistent with (a), and targetted with (b)

ln mind.

Borrowlnct

5. In the L982 Budget we envisaged. a L982/83 PSBR

of 3l per cent of GDP' or 9.5 billionrand we currently

expect to undershoot this flgure" For next yeart

the t"tTF$ suggests that we should aim for 2'4 Pet cent

of GDP, or E8 billton. The present forecast, which

assumes that J,ncome tax thresholds and excise duties

are increased in l-ine with inflation' but takes no

account of other possibLe Budget measures' is for

a L983/84 PSBR rather lower than was implied in the
irrtlrtck¡l

$utumn Statement, where we !ärrrfã- that an E8 billion

PSBR would permit arEiscal adjustment" Ìe

higher spending or lower taxes of El billion, over

and above revalorisation.

6. As the d,if ference between two very substantial

figures (revenue and expendÍture totals) the PSBR is

of course parti.cularly hard to forecast accurately.

This year's likety shortfall partly reflects the fact

that, the real oil pricer and hence North Sea revenuest

has not dropped as steeply as was anticipated in

L982 Budget decisions. But the odds are that it will
}tuwt'llì}$ c.r Þ*¡¡¡f

falI further" BOtlt see no need for any significant

tightening of our exísting fiscal and monetary policies,

,

3-
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which are strongly supported by the IMF'.f¿:

7. In coming to a final view of the PSBR for

Þg3/g4 for which u¡e should aim, I shaLl have t'o

consider the trade-of f betwe "n {"t tax relief

and action rrhich would help to bring interest

rates down furtherl' and the effect that any given

PSBR, or rather any deviation from the figures

we have al-ready publisheð, might have on the

markets and publlc oplnlon generally. In partÍcular,

we need to avoid encouraging further sterling

depreciatj.on, given its impact on infLation.

Sterlingts recent fall makes relaxatíon of fiscal

and monetary conditions less justifiable to the

markets; but also less necessary, for it will

benefit Ì.ndustry, and hence output and employment.

B. My preliminary view j-s that :it would be a

mistake to publish a forecast 1983-84 PSBR above

the €,8 billion suggesteð in the MTFS and t,he $utumn

Statement.

Fiscal oPtions
\

Sg ,.ùt*f qhr,t'l'{. C P*tt S ) 
'g. r The current forecast suggests however that,

L
withòut risking the adverse market reactions which

could follow an increase in forecast borrowing, we

4-
SECRET
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shalL have more scope than the autumn statement

suggested for tax reductions over and above

revalorisatlon. As last year, the main issue is
the balance to be struck between:-

1. measures which red.uce income tax;

and

11. measutres which would directly
assist conpani.es.

10. Vte ought of course also to consider measures

which would directly affect prices. But I should

be inclj-ned to give these a rather lower priority.
Not to revalorise ind.irect taxes is expensive:

Annex 2 shows that cqnplete revalorj-sation would

cost over gO.5 billion, substantially using up our

room for manoeuvre. Moreover, sj-nce inflation is

Iow, the effect oû prices on revalorisation wa tl
reJ-atively small (less than O.5 per cent. on the RPI).

It may be right to consider partial exemptions for

l-ndlvidual duties, but the general presumption

must I think be to go for revalorisation. Cuts in

VAT would make litt,le economic or political sense.

11. Annex 3 sets out some background on how

personal and corporate taxation have moved. Points

to consider include the following:-

5-
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t. the case for Lncreasing income tax

thresholds over and above Rooker,/Vüise is

strong. Our record on personal taxation

(t,aking National Insurance Contributions into

account) is not good, as Annex 3 shows.

A signifl.cant increase ln thresholds could well

bei_ng beneff,ts in wage bargainitg, and wouLd help

alleviate the poverty and unemployment traps'

ii. the most obvious ways of giving direct help

to industry are a reduction in Corporatj-on Tax -

the only main tax rate which we have not red.uced -

or a further reduction in the National Insurance

Surcharge " CJ-early we want to help encourage. .

improvements Ln competltj-veness and the

rebuilding of companies! profit margins.

On the other hand, companies are already

benefitting from the further Percentage point

cut in NIS, announced in the Autumn Statement',

and from falls in both interest rates and the

exchange rate.

L2 " Annex 4 shorrrs the revenue ef fects of changes in

the main taxes, while Annex 5 shows Treasury Model

estimates which compare the different consequences of

tax reductions given by different routes. It shows

that in some resPects it is over-simple to dist,inguish

6-
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these routes too clearly, sÍnce when second

round effects are taken into account the medium-terrn

cohsequences of each maQ often be similar (eg for
g'J

unemployment, GDP and company lncome). Nevertheless,

the dlstlnctlon ls one which is much discussed.

13. I would w.e.lcome colleagues I views on the right

balance between the two categories of possible

general flscal actlon.

L4. Tbe Budget will also incl-uder ês last year'

packages of smaller measures targetted to help

parti.cular areas of industry or particularly deserving

sro"n" [] I shall be in touch separat,ely wit,h individual

colleagues concerned.

Summary and Conclusion

15. The recovery v¡e expected last year has been

deJ-ayed (though less here than in many countries abroad) '
but we expect real growth this year. 9Ie should

maintaj.n policies designed, to combat inflation and

improve competitiveness, and so faster growth and

hence employment, on a secure and sustainable basis.

16. This approach is not lnconsistent with real

tax reductionsr ëts the last. Budget demonstrated.

7
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L7. I would welcome colleaguesr vlews, in

particular on:-

â. The approp¡:Oête scale of borrowing

(PSBR) in L983/84

and

(paragraer,s få I above),

a

b. the approprà&te mi.x of fiscal actLon

(paragraphs 9 to t{. above).

:8
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BUDGET SECRET

RECORD OF THE FTRST BUDGET OVERVTEW MEETTNG AT :1:1:.AM ]ON :2'5: 
'JATVTTARY

Present:

Al1 Ministers
Sir Anthony Rawlinson
Sir Douglas Lovelock
Sír Lawrence Airey
Ir{r Burns /
Mr Littler

Mr Míddleton
Mr Bailey
Mr Kemp
Mr Moore
Mr Howard (C&E)
Mr Rid1ey

CHlEx. REF. ¡,to, E(g3)'¿
COPY NoJaorjr.COpIES

ltlr C sse1l
Mr ans
Mr et¡r

Ha11
Norgrove

Papers I

¿o

ii,

l-l-l_.

iv"

The Forecast (Mr Evans I minute of 2L January)
The 1983-84 PSBR, and Físca1 Options (Mr Kempr s minute
of 21 January)
Packages (Sir D Wassrs minute of 24 January)
Ðraft Cabinet Paper (Mr Kerrrs minute of 24 Januaryl.

Item 1: The Forecast

Introducing the January forecastr Mr, Burns drew attention to the
prospect of signif icant growth in both d.ernand and output, with the
latter forecast to revive at a rate faster than the average of the
197Os. ReaI interest rates were however expected to remain high"
It was noted that the prospect for the balance of payments was rather
better than in the Autr¡mn Statement: surpluses of El billion in 1983

and E2 billion in 1984 r^rere no\^r foreseen. The long term inflation
forecast caused conceÌîn, and would be further discussed in the lÍght
of furLher advice . /Ãction: irlr eurngT

1983-84 PSBR

2. The Chancellor said that the forecast suggested that a PSBR of
Ê8 billion (21 per cent of GDP) would permit a fiscal adjustment of
E2 billÍon. But thÍsr orr top of the measures announced in the Autunn
Statement, might strike the markets as excessive. Mr Burns agreed that
any move away from EB billion should be downward. Mr lvliddleton
thought that there was ín fact a good case for a PSBR of 87.5 billion,

1
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or 2t per cent of GDP; the benefit,s of the move would be felt on

interest ratee. Sir À Rawlinaon thought that thcrc would bc acivantage,
for market perceptions, in showing the PSBR declining not only as a

proportion of GDP, but in absolute terms: this probably poLnted to
87.5/87.75 bÍlIion. The Econotnic Secrêtary thought that a fiscaL
adjustment of less than EZ billion would. be helpful, in maintaining
room for manoeuvre in 1984-85.

3. On the other hand, the Chief Secretary argrued that a PSBR of
EB billion would be consistent with, and seen as, maintaining downward
pressure on government borrowing, and. would not be seen as any less
prudent because it permitted a substantial fÍscal acljustment.
Moreover to go below EB billion could be po1ÍtÍcalIy difficult.
The Minister of State (C) argued that there \^ras no reason to err on the
sfde of caution in the PSBR judgement: the risks on both sides should
be balanced. Mr Cas'sel1 , picking up the EconomÍc Secretaryrs poÍnt,

, thought. that the desirability of showÍng a pos'itÍve fiscal adjustment
fot' 1984/85 pointed to a higher, rather than a lower, PSBR in 1983-84"
And Mr Evans thought that a substant,ial fiscal adjustment could on thís
occasion be plausibly presented as a prize won through success in
restraining the growth of publÍc expendÍture.

4. The Chance:1'1,or conclud.ed that it was too soon to decide the
appropriate size of the fiscal ad.Justment. Ìf'ork should proceed. on

both a E2 billion and a 91.5 billÍon module.

Fiscal options

5" The meetÍng then considered the table attached to Mr Kemprs

minute of. 2L January.

6. On the specific dutiesr it was noted that the Central Unit were
assuming that it, rnight be necessary to conced.e that the petrol and
derv duties should be only halfT.revalorised. It was however strongly

2
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argued that fuIl revalorisation across the board would be right.
The Chancellor agreêd, though warning that pressure for a concession
could. build üP. It was agreed that the possibility of a concession
of some g15O million (eZ billion module) /ELoo million (e1"5 billion
module) shoulél in future be shown under the 'tfiscal rÍsksf' category,
rather than as a desirable fiscal option. ft was noted that a separate
and smaller meeting on the specifÍc duties was being arranged for
28 January.

7. On ässist'an,ce' ;to :Í,ndust,rv , it was suggested that no reductÍon in
NIS could be accormnodated withÍn the gl.5 billion module. The Chief
Secretary and the Mín,ister of State '(C) however expressed a preference
for reducing NfS rather than corporation tax. The MinÍster of State 1n),
financÍal Sêcre tarl¡ and Econ omÍc''Secretary expressed the opposÍte view.
The Chancell'or asked for the preparatÍon of a separate submLssfon
comparing the relatÍve inerits of Nrs anil cr red.uctions.
¿lÃction: Mr r'tooreÆtsT (R) 7.

8. On assistance to persons the Chancellor agreed that ít would, be
sensible at this stage to envisage that the largest single component
j.n both modules should be a substantÍal rise, over Rooker-Wise, in
income tax threshold.s. One mÍght plan on I percentage polnts in the
E2 biII1on module, and 6 points in the 81.5 billion module. !{hether
child benefit should be increased pro tanto should. be further considered:
the increase in the L982 Budget had been in line wÍth other beneffts,
not prÍces. A full submission \^las requÍred. ¿iÃction: Mr Monger/'¡tv Moore7,

9 - on , the chancellor asked for a very earl-y
submission, with a view to his opening dÍscussions with the Secretary
of State for Energy before the Cabinet on 3 February " lÃcúon: l¡tr Midilleù.ør,,
MSr (RI7.

Packages

10. The meeting reviewed the work described in Sir Douglas trläss.ts
minute of 24 January, and agreed on the allocation of respons-ibilities

3
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and dates set out in its Note B.

11. On si.nall firms,/enterprise, it was agreed that item Cbl should.
be dropped., 

"å-"#]Êhat 
the chancellor uras considerinq a recoÍrmendation

similarly to drop items (d) and (e). fÃction: Private OfficeT.

L2. On construction, the substantÍal costs of raisÌng the mortgage
interest, relief ceilíng were noted" The Minis,ter ôf, state Ccl ,
supported by the Chancellor , argued for some public expend.iture boost
to constructÍon: eg home ímprovement grants; and the Chie,f Secretary
said that he would be consid.ering item (d) furthero A further meetS-ng
was envisaged when further advice from the Chief Secretary u¡as

available ¿]ÃctÍon: Mr tvtoore/Chief SecretaryT.

13. The Financía1 Secretarv thought that the technoloqy ,and

innovation package looked. over-bIown. rt was noted that it. however
represented only a scaled-do!ìrn version of the DOT shopping*list, that
the major item was sEFrs, and that a submission from rA u¡as in
preparation../ÃctÍon: Mr BaÍIey/Mr LovellT.

::l
.

I

i

Ë
Ë

Ë
[:
[:
i;l

h

Ë
i

74. The case for d.ropping the bettÍnq and breedinq package altogether
$¡as strenuously pressed, but resisted. It was however agreed that the
proposed concession on vAT on bloodÈtock should be dropped.

15. The Financial Secretary thought that items (.d)., (.e) and (f) in
and that thet'he caring and chariiies package ma<le a good package;

abolition of the dependent relatives allowance would not cause major 
:dífficultÍes if tax thresholds were being raised substantially in real

terms. The Chancellor thought that there could however be some polÍtical ;

difficulties. It was noted. that the Family trolicy Group could becsrne
an obstacle to decisions on the caring and charitíes package¡ and,
converselyr that it might press for decísions, to be implemented in this
Budgetr whÍch we would not want. The Chancellor saÍ,d that the llne
must be that the work of the Family Policy Çroup might well be relevant
to future Budgets, but was not relevant to the 1983 Budget.

4
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Fiscal risks

16. The meeting then consj-dered note (c) attached to Sir Il Wassrs

mÍnute of 24 January.

L7. Tt was agreed that the Treasury at all levels should resist the
id.ea of new subsidies to bring coal prices down. Pressure for early
actíon on industrial rates ought to be easy to resist¡ oD purely
practical grounds" It should also be possible to resist the suggestion
thattheçæ.shou1dbereducedorabo1Íshed,sincethecasefor
such action was extremely weak. (A submlssion from FP was promÍseél.l
The case for abolition of the invesünent income surq e was rather
sÈronger: a note on it, and on the case for further changes in slamp.

gg¡¡', was also promised. lÃna the ChancelÐor asked for the preparatÍon
of a note to inform CabÍnet colleagues about the ÍntroductÍon of MIRAS.

Action z E!7.

Budget, Speech

18. It was noted that the Central Unit would. circulate a first
provisional outlÍne of the Budget Speech, incorporating some initial
suggestions from the Chancellor. Ministers were invited to suggest
alternative themes and frameworks. lÃction: Mr xemg7.

S¿c
J O KERR

26 January 1983

Distributíon:
Those present
Sir Douglas Wass
Mr Lovell
Mr Monger
Mr Mountfield
Mr Robson
Mr Griffiths
Mr French
Mr Harrís
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28 January 198JArt
CHANC$LT.OR Or TflE Ð(CrisQUDR

SECOI\ID BI].DGET O\TERVIEþ' HEMING - TUESDAY 1 FEERUARY

I attach for consideration'at the second Budget Overvien rneeting next luesda¡r

two Budget overall summaries which have been prepared following tbe meeting

last Tuesday, and in the f-ight of subsequent diecussion.

2. In particular ;-

a- Two Budgets a¡e attached; Budget A based on a î'2 billion
fiscal adjustrnent for botb 198J-84 and 1984-85, and

Budget B based on a fl1.1 billion fiscal adjusbment for
1983-84 and S2 billion fiscal- a.djustment for 1984-85.

b. Allor¡ance is made in both Budgets for the cost of the

decieion taken oa specific duties this morrning.

C. For Budget A action on both lffS and CT is retainedt
whiLe for Budget B these are put as a.l-ternatives.

d. On personal alLowancec¡ an uprating of &å percentage

poirrte over Rookery'lise has been taken in Budget A'.

8$ per cent has been taken rather than I per cent

because this ie the figure being used by the Revenue
\

ce Chief Secretary
financial- Secretary
Economic Secretar¡r
Minister of State (C)
llinister of State (R)
Sir Douglas Uass
Sir Antborly Rawlinson
Ì.[r Burns
l'lr Littler
l{r Middleton
Hr Bail-ey
Ì,fr Cassell
l,lr Moore
ìtr HaIl
I'fr Norgrove
ìtr Ridl-ey
ür Kerr
Sir Larrrence Airey (IR)
Sir Doug),as Loveloct< (CAE)
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in a separate submiseion coming forrrard to you today

as having margi-nal presentational advantages; vhile
6 per cent has been taken in Budget B. Child Benefit
irprovement ie shosn rough\y in J.ine with these assurp-

tions, subject to a recovery of the 2 per cent current

over-provision.

ê. Packages are Bcored as settled at Tueadayrs neetingt
but ve have included an allowance for tbe fiscal riske
and poseibilities etc having regard to the fair chance

of eone of these naterialisirg.

Separate papers are of course coming forr¡ard on NIS and C1f, on per€tonal all-ow-
pnces and chil-d benefitr Fnd (on Mond4y fron Sir Douglas Uass) on packages etc.

3. Tbe meeting on Tuesda¡r na¡¡ l-ike to note the following features shown up

by the two Budgets below :-

a. In both ca6es, on the face of it both Budgets seem (for 198]-84)

to show a reasonable ar¡ount of sl-ack between the

coet of tbe measures listed and the fi-sca1 adjustment

assumed. In Budget A the costs are put al l1l$O nillion
against a fiscal adjustnent of &2 bill-ion, and in Budget B

they are put at 9,1210 nil-lion against a fiscal adjustnent

of f1.5 bill-ion. But this should be regarded with caution

at this etage. There are tno particular risks. Firstr tbat
the rrpackagesfr a:rd fiscal risks etc (see lines 4 and 5) may

not be capable of being contained within the figuree that
have been allowed in the overview. And second, that the

public e:çenditure elenente turn out not containable witbiu
tbe Contingency ReËerve. To the.extent tbat these riske do

not natcrialise there fs on the face of it roon for doing

66¡s:,or1 Rookery'fise, for instance, or eleerhere, on both

Budgets. But it wouLd be unwise to bank this yet.

2
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b. For 1984-85 nudget B ehows a nodest positive fiscal
adJustnent on tt¡e assunptions nade, though this of
couroe Ls subject to the rieks and caveate Just
nentioned. On the other hand for that year Budget A

is decidedþ unconfortable, with a s¡nall negative fiscal
adþstnent sborm even nowr before taking into account tbe

possibíl-ity of the risks Just nentioned.

co So far ae the Autunn measurea go I bave retained in the
' Table the cost of the 1 per cent NIS reduction, but f

have dropped tbe nention of the estinated g4oO nitlio¡
cost of the under-increase in National Insurance Contributions

for 198J-84 as coøpared with what vould have been required to
balance the National Insurance Ft¡nd. Tou nay va¡t to nention

this in the Speech (and of course the actual increase that did
- take pLace ís sonrething to be borne ia nind vhen digcuseing

l{IS reduction on the one hand and personal tax'aflowa¡ce
increaseg on the other). But I think it íe botb seasible

and right to drop nention of the actual figure. On the

other band for varíous r€ac¡ons I think ve have to keep in
viev the coet of the Autunn NIS reduction, though it rnay be

poesible to find va¡'s not to put into orbit¡ so to epeak¡

an¡' figure which adds the Budget a¡rd tbe Autu¡nn together

and conee out at something vhicb night be thought to l-ook

a bit too large.

4. ât the neetingi on Tuesda¡r you naJr ]-íke to consider the attached Budgets

and the points eet out above, ae the background against uhich further nork

in the various s¡recific areae is caried forsard. '

E P KEUP

BIIDGTT CONtr{IDET'TT¡UIL





BI Ð OTER1'T51' - BITDGET A - E2 b ior, fiscal

Revenue/Expenditure

1987-84 F\r1l year

BTIDGEI PROPOSAIS

1 Specific Duties 10a

2. ïndustry: direct
NIf¡ 220

a¡d
cI[ 130

BITDGÉT CON¡TDENEIAT

1 -84

PSBR

198t-p4 1984-85

10 10

200

120 160

BÏ'DGEI A DATE: 28 January 198J

Sm changee fron Índexed ba.6e

Comnents

In general full- revalorisation overall. Some
exceptÍone settled.

tr\¡rther fÍ reduction from August, prf.vate eeetor
onþ.
Reduce nain rate to 5Ø& 4O# rate reúaÍnn.

Rookery''rise (5.496) plus 8!#.
Rooker/tise plus 8#, Less 2Í eurrent over
provision. h¡blic expenditurer aÊsuned charged
to the Reserve.

OveralL provleione - ae€ eeparate note. PSBR
cost taken aB revenue coetg. Any public
expendlture element aseuned chargeã to Reser"ve.

on baeis of PSBR of €,8 blllion for 198j-84 and
e6$ uilion for 1984-85.

1Ø reduction from April, private sector on1y.
(¡¡ote NIC under-increase not ecored).

'Pro. memore - figure need not energe direetly.

foo

10

400

2to

t. @t dírect
AlLowancee

Chil-d Benefit

4. Packages

5. Flscal Riske etc

(""y)

(t"y)

11rO

[ 1oo]

300

150

145o

t 2901

45o

200

990

3@

150

1no

2000

1040

?160

2000

o4S

200

)
)
)

TOTAL BT'DGEI

FÍsca1 adJuetment assuned

ATrIITUN T{E^A¡IT'RES

tf,I8

Autunn plue Budget

196o 2740

700 700

z#o

AT,L NUTtsERS gTü,L PROVISIONAT

744f
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''}gI OTERVIET - BIIDGEI B - S1.l billion fiscal adjustnent 1981-84

RevenueÆx¡enditure

198D-84

BIIDGEI B DATE: 28 Januar.v 198f

¡'
gn ch€ìrngeg fron index baee

Coments

In generaL fulÌ revalorisation overaLl. Some
exceptione eettled.

BUDGEN PROPGAT,S

1 Specific Duties

("ry)

(eav)

10

220

8ro

t 801

250

100

F\rlI year

10

400

10ro

r 2207

350

150

139,o 19$o

7AO 704

PSBR

198r-81 19w-85

10 10

200 loo

?oo 7to

200 t5a

15A100

1210 15ho

15OO 2000 0n basie of PSBR of S
and C,6{ billion for 1

?t uilion for 1981-84
984-85

2. Indust¡v: direct

NTf'

3. Pereone: direct

ALlowancee

Child Benefit

l+. Packages

5. Fiscal Risks etc

or
WouLd permit either further ffú reduction in
NIS from fuguãt-16;ivate seeior only) or
reduction of 2 percentage points plus in nai-n
Corporation Tax rate.gT

Rooker/rtis¿ (5.4%) ptus 6%

Rooker/liee plue 6#, Iess 2% current over
provieion. Rrblic e:çenditure, assumed
charged to Reserve.

Overall provieions - E¡ee aeparate note. PSBR
cost taken a6 revenue costs. AnJr public
e:çenditure eLenent assumed eharged to Reserve,

TOTÂI, BIIDGEI

I'iecal adjustment aseuned

ATNI'UN MEA,SURES

NIS

Autumn plue Budget

1É reduction fron April, private sector on1y.
(Note NIC under-increase not scored).

Pro rnemore - figure need not emerge directly2OgO

AI'.L NUI.tsERS STII,L PROVISIONAL

264c,
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coPY No { oF Zl coprEs

NOTE OF A MEETING ON FRIDAY 28 JAÀ]UARY 1983 AT II,AM IN TITE CHATICELT,ORIS

ROOM HM TREASURY

Present: Chancellor of the Exchequer
Financial Secretary
Economic Secretary
Sir Douglas Vtass
Mr Burns '\-/'.
Mr Middleton
Mr Cassell
Mr Kemp
Mr Moore
Mr Griffi-ths
Mr Kerr
Mr RÍdley
Mr French
Mr Freedma¡r - C&E
Mr Howard - C&E_
,ùlr- T{alters - No 10

in the Chair

1 BUDGET 1983.EXCTSE DUTY OPTTONS

Papers: Sir Douglas Lovelockrs mínute of 24 January
Economíc SecÇretaryts PrÍvate Secretary's minute of 25 Januaqz

Chief Secretaryrs Private Secretaryrs minute of 25 January
Mr Frêedmanrs minute of 27 January to the Economicsecretaqz

The followinE decisions \trere taken:

ii.
the duty on a pint of beer would rise by Ip (.5.9 per cent).
the d.uty on wine would increase by 5.9 per cent. It rcould

be described in the Budget speech as an increase of about
5p.

the duty on a bottle of spÍrits wouLid rise by 25p (.5.O per cent)

the dut,y on a packet of 20 king-size cigarettes would rise
by 3p (4.8 per cent).

the duty on a pÍnt, of cj-der would. rise by the same amount
as the duty on beer ie Ip. That was equivalent to an

increase of 19 per cent,

.l_LJ_.

iv"

l-"

I

v
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vi. the Vehicle Excise Duty would rise by E5 (.6 "25 per cent) .

2, It was agreed to defer decision on {ihe increases Ín duty on
petrol and d.erv" The Chancellor asked that in ad.vance of consideration
of these at an overview meeting a table be produced. showing not only the
RPI impact of the alternatives proposed, but also the effect of the
variants j-n changing the RPI from iüs'rfo:recast pattr. ft would be helpful
to have thÍs by 11 February.

2, "TECHNICAL'' TNC,REASE TN A¡TOUNT .OF DUTY ON 'S.PIRT.TS

Papers: Mr Freedman to the Economic Secretary of L7 January
Economic Secretary to the Private Secretaryts mÍnute
of 2L January

3. After a bríef discussion it was concluded that no further action
need be taken on the question raised in Û1r Freedmants minute.

3 VAT ANNUAL ACCCIU}]IT.TNG FOR SMALT, BT'SINE.S'SES

Papers: Mr Fraserrs minute to the Economic secretary of 20 January
EconornÍc secretaryrs Private secretaryrs minute of 24 January
Financial secretaryrs Private secretaryrs minute of 24 January

4. In a brief discussíon it was pointed out that the poor state of
compliance at the moment and the substantial cost in 1,984'-85 suggested
that. t.his might not be the right year to Íntroduce this measure.
The Financidl Sebretary pointed. to the cash flow benefit for small firms,
and the help it would give in simplification of theír dealings with the
tax man. Summing up the Chancellor said that there had to be a presumptÍon
against action in this yearts Budget, although he did not wish to reject
the idea outright at this stage"

¿
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4 BETTING

1. Racing

Papers: Mr FrÍed.man's minute of 11 January to the EconomÍc Secretary
Economic Secretaryts Private Secretaryrs minute of 18 January.

5 It was agreed there was no case for change on this front.

2 Casinos

Papers: Mr Friedmanrs minute of, 2L January
Economic Secretaryrs Prívate Secretaryrs minute of 25 January

6. There was a brief discussÍon of the merits of shiftíng the duty 
"cåeto allevÍate some of the burden on smaller casinos and recouping from

the larger casinos. It was decided. not to proceed with any changres.

5 TOURTSM

Papers: Secretary of State for Traders letter of 29 October and
subsequent comments,

7. Díscussion focussed. only on the possibility of some VAT relief
for tourist-related activities. ft was agreed that t,his was not a

runner and should be dropped.

8. It was agreed that the Econornic Secretary would -take decisi-ons on

minor dutíes and VEÐ on lorries.

9, The meeting closed at 12.15pm.

dþR.
Thos'e Present
Ps/csr
rqsr rc).DistributÍon: MST(R)JTLL RUTTER

28 January 1983
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COVERING CONFTDENTTAL

Asr SIR DOUGLAS WASS
31 JANUARY 1983

CHANCELLOR cc Chief Secretary
Financial Secretary
Economic Secretary
Minister of State (C)
Minister of State (R)
Sir Douglas Wass
Sir Anthony Rawlinson
lr4r Burns
Mr Littler
Mr Middleton
Mr Bailey
Mr Cassell ;

Mr Moore
Mr Kemp
Mr HaIl
Mr Ridley

Sir Lawrence Airey (Inland
Revenue)
Mr Angus Fraser (Customs
& Exc¡'se)

Mr Kerr

BUDGET PACKAGES

Attached is an updated ve¡sion of the material on the packages which you saw for last
rveek's ove¡view meeting. This includes:

Note A, which is a summary of the overall position on packages, risks, etc;

- Note B, a listing of the detailed packages;

- Note c, other identified fiscar risks and possibilities.

The notes seek to reflect the developments of the past week. They are correct as of
Friday afternoon.

z. There a¡e four points I would draw to your attention.

i. Possible changes to cTT are spread amongst the packages. The
possibilities seem now to be in a state where you could hold a meeting this
week or soon after you return from Washington to take a synoptic view of
them.

Proposals for changes to oil taxation (in the packages) are on the agenda
for tomorrow's overview (along with Corporation Tax and NIS).

FROM:
DATE:

tt

lo3
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Options for the changes to the investment income,surcharge will be set out

in ihe Revenue Paper on personal tax options to be discussed (along with
Child Benefit) later this week.

Your private office bas asked Mr Fowler's office to chase his Budget

proposals. 'We need to have those soon.

w DOUGLAS 1¡/ASS

{h





BT'DCi}tr 198' - PACKÂGES ETC - SUH},IART

Packagee (Note B below)

Otber Riske and poeeibil-ities
(Note c belov)

Chil-d Benefit - Rtl + 8% or 6%,
both lese 2ø. (In naÍn overvieu).

NCNE A

DATE: J1 Ja¡uary 198J

Snil-l-ion revenue costs

1984-85
P/tu. Total Pltu

element elenent

11o 57i- 560 2AO

o-242 o- 7oo o-23O

CONflTDEI'IIIAL

198t-84
Total

foo- 4oo

o- 577

8o- roo 8o-roo 22o- 29o 22o-29o

t\o-1or? 190452 ?55-1550 42o-72o

If the PubLic Expenditure ele¡nent is alL charged to the Reserve, the potential coet
to the Budget becones :-

1983-84

t8o-1o37

1go- 452

1984-85

755-1550

4zo- 7zo

Total- as above

Less Public Expenditure

Budget A

Budget B

Notes:

1 a

or

Net totaLs 19o- 585 335-830
EF=r-rE- EæT:E¡

Provided in overview in tot 1

4so 6so

Nunbers are uncertain at present, and the final figuree riIl-
not necessarily fall within the ranges 6howrt.

These are revenue costs. PSBR cost6 are likely to be a Little
Lower. lffi¡at any puFñ e¡penditure neasure€¡r even if
charged to the Reserve, could nevertheless increase the forecast
PSBR by necessitating a revieu of the shortfall- estinate. The
extent to which, on balance, the PSBR costs of these neasures
night differ froq the revenue costs cannot be assessed at this
stage.

500

-

t50
E

2.
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BUDGET PACIGGIS: COSTS SUI{'iARY TI,BLE j1 Jaauavy I)83

1gB4-85

95

35

85

7'
100-170

140-l_60

10-11
3-4

Lzr-tão
TT7

60-90

C million
Ful-l year

115

t+Ð-4,

115

ç9r-86)
rrr-v90

v4,
_1s5_86)

rlo-143
122

17r-225

Enterprise and Small- Firms *
of v¡hich public expenditure:

Wider Sbare Ovrnership
of which public ex-penditure:

'Iechnology and fnnovation
of which public expenditure:

Construction
of which public e>qoenditure:

Oil Taxation
of v¡hich public expenditure

Tourism
of which public expenditure:

Agrieulture
of t+hjch public erpenditure:

1981-84

9o

45
45

71-LOO

40-100

,5

20

t-4
v-4

Betting a
of uhic

nd Breeding
h public expenditure

d Charities*
h public exlpenditure:

n '-L'axation Yields
publie expenditure:

Caring an
of whic

Fairness i
of which

60-69
,4

2-l-o

*Costs could be substantially higher wben or if presently uncostecl
items'included.

rorA].,s

of wbich public ercpenditure
,0o-4oo

110

,tr-560
200

725-94' ,

200

Miscellaneous unPackaged
tax items 20-25 155-160 25r-260

\

ôr\\TDTTìT,l'rrnr 
^ 
1
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tsUDGET PACKAGES

SU}fr.{ART NOTE CONFIDËi{TfAL
PACKAGE: SI'IAï:¡IJ FIRI,IS AND SNffiRPRISE

DATE . t1 JanuarSr 198V

Minister in lead: FSI unless otherwise steted
Official in" lead: Mr BaÍley

i

ÏI.'EM

(a) Business Start-Up Scheme
(Business Expansion Schene)

(U) Joint venture vehicles for
ins titutional investment

(c) Equity linked subsidised
loans.

(A) Debt-equity conversion

Ministers have decided in principle on najor
extension of scheme. Revenue (Mr Battishill)
subnission to FST on 17.1.8V. FSI meeüing
27.1.87i FST reporting progress to ChanceLlor.

Cannot be costed as yet; later year costs
could be significant.

FST neeting 20.l.Sjurequested FP/IR üo sound
out institutions on possible constraint on
their investment in sual1 firms.

'Discussed at Chane-ellor's meetir¡g ?9.1.87i
uinute of 26.1.83 to FST eonfirmed tbaü
dropped l

STAIE OF FT-,AY

na

na

19Bt-84

na

na

1984-B'

na

na

Fu1l ïear

REÏENIIE COST åm

(Continueð./..)
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.BUDGET PACI{AGES

SUM'IARY NOTE CONFIDËNTIAI
;
I

PACI{AGE:

DATE i

SI'TAI,I TIR}TS AND ENTERPRISE

,1 January 1987

Ït.EM

(e) Zero and deep-discounted
stock.

(f) Sinplification of PATE

and NIC paJment: Schedule E/D

(S) Capital transfer tax

Consultative document issued 12.1.8V, wlth
comments requested by 11.2.83. Not costed
since no d.efiniüe proposal yet decided. Shelf
issues wíll need to be considered in ligbt
of response.

Dsicussed at FST neeting 17.1.81. Further
Revenue (Mr Blythe) subnissionscommissioned
on "net of tax" pay tables and Schedule E/D

issues , expected. by 4 .2.87.

FST uínuted Chancellor 18.1.BV proposing
package of inrproved rate scaLe, bigher
agricultural,/business reliefs and extended
instalments perÍod. Additional Revenue

subnissionsl 20.1.83 (Mr Isaac) and. 25.1.81
(Mr Beighton).

STATE OF PLAY

t4

na

19Bt-84-

70

na

1984-8'

na

9o

Full Year

REUENIIE COST Sm
!'

(Continued./ ..)

CÜNF¡ffiüI\¡TIAL PAGE NUT'ÍBER 2





tsUDGET PACKAGES

SU}î,{ARY NOTE

+

CONFIDENTIAL PACKAGE: SHA],L I'IRIIS ÄND EI{IERPRISE
DAfE , j1 JanuarXr 1987

r'I.'EM

(¡r) Loan Guarantee Scheme

(i) Enterprise agencies:
widening of qualifying
conditions for relief

(j) VAT registration etc
threshoÌds

EST

Discussed at HfG neeting 11.1.8V. Detailed
DOï proposal-s awaiüed: interim subnissíon
(Ur naitey) to Chancellor 24.1.81.

Proposed. in Mr Heselüiners letüer of 6.1.83.
Presunption at Chancellor's meeting on 12.1.8V
against; no cost figures therefore included.

Customs subnission 24.12.8,2. Ministerial
decision reached. SETTT.,ED

STAIE.OF FT,AT

,

(p") 5

1981-84

(p") 5

10

1984-B'

10

Fu1] Tear

RE'\IENIIE COST SM

(Continaed/ ..)

CON!:IDENTÍÄL PAGE NUHBER 
'





.tsUDGET PACKAGES

SU]'O,IART NOTE CONFIDENTIAL
PACKAGE:

DATE I
i

SMAÏ,trJ FIR},TS AND ENTERPRISE

J1 Januaîy 19BV

ï'1ìEM

(t) Corporaüion tax: small
conpanies profits Ii¡rits and.

raües.
MSr( R)

(f) Schedute D case V trading
losses (starter number 161)

(¡r) De nini¡nib linit for
assessment of apportioned,
inco¡ne (starter number 152)

Msl( R)

(n) Relief for interest-
employee buy-outs (starter
number 189)

Revenue submission (ilr gattiehill) 26.1.9V. 1%

reduction in rate would eost Ê1O nillion in
19BV-84 and â15 nillion in fuIl year. Cosü
of increase in liuits to 61O0rOO0,
â2rOrOOO ehown opposite

Revenue subnission (mr feittr) of 22.12.82 to
FSI; Chancellorts neeting 12.1.85 agreed
that should remain on the table.

Revenue submissions (Mr Prescott) to MST(R)

1B.1.BV and 25.1.85. MS[(R) recommended
increase to Chancellor 26.1.8V.

Revenue subrnission (Mr Stewart) to FST

28.1.81 Costs very dependent on take-up:
figures assuue 100rOOO enployees with relief
on å1lO each. h¡ider repercussions could
increase cogts.

STAîE OF FT-,AY

und.er 1

under 1

under 1

6

19Bt-84

under '1

under 1

2

9

1984-85

under 1

under 1

10

5

Full- Year

REUENUE COST Sm

( Continu ed/ . .)
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tsUDGET PACKAGES

SUI{.{ARY NOTE CONFIDEI\TIAL
SMAII FIRMS ¡,ND ENTERPRISE

,1 January 198V

PACKAGE

DÄTE

rïEM

(o) Close companíes: ACT limit
on loans (starter number 181)

MSr ( R)

(p) Enterprise Bonds

(q) CGT nonetary linits

(r) CGT - retlrenent relief

(s) VAT - annual accounting
( starters no ,)

Discussed at Chaneel-1or's meeting on 24.1.81
on the'mortqaEe interest relief ceil-ins.
Ì{ST(R) ninuAeï Chancellor 28 .1.8V reco"mmend.-
ing that linit be kept in line with latter.

FP (t{r Reed) submission to FST 17.1.81.
FST (25.1.8V) said iten should be dropped.

Revenue (Hr Bryce) subrnÍssion to FST 11.1.81.
FST (1?.1.8j) courmended package to Chancellor.

Revenue (Mr Beighton) subuission to FSI

7.1.85. FST (12.1.85) suggested an increase
to å100'OOO should form part of package.

Chancellor's neeting 28.1.8, agreed. unlikely
but not ru1cd" out. Cost in
19Bt-84 S2t-t ¡rillion and 1984-85 î'17O nillion,
but once-for-a11. ï

S[A[E OT' PLAY

under I

under 1

und,er 1

1981-84

untler 1

uniler 1

under 1

198+-B'

under 1

under 1

under '1

FulL Year

RE\TENUE COST SM

(Continued/ ...)
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.tsUDGET PACKAGES

SUYIT{ARY NOIE CCNF¡DEI\TIAL
PACKAGE: S}IAI,I FTR},IS AND ENTEBFRTSE

DAÎE z 2? January 19BV

ÏTEM

(t) VAT - bad debts Suggested in lord Cockfield's letter of
12.1.81. Custous (mrs Strachan) subrníssion
pending: it will ad.vise against and costs
therefore not included at this stage. Costs
would be substantial if extensive relíef
granted.

TOTAIS

of which public expend.iture

STATN OF FT-,AY

5

,o

19BV-84

5

95

1984-B'

11'

Fu1I 'Tear
REUENUE COSI âm

CtÐ\EFfmFïIÏTIAL
PAGE NIN{BER 6





I
.tsUDGEI PACKAGES

SU}î{ARY NOTE CONFIDEI\ITIAL
PACKAGE: I,/IDER SHAEB OI¡II{ERSHIP

DATE z 71 January 19BV

MÍnister in
Official in

FST
Mr l{oore

lead:
lead:

r'1'EM

(a) Reintroduction of relief
for "top hatt' schemes.

(u) Changes to existing scheme

Hr Jenkin's proposal (letter 6.12.82) rejected
aü Chancellorrs meeting 12.1.831, meeting also
discussed broad.ly similar Bank proposal (paper
10.1.Bt). Rcvenue (Mr Martin) submission
21.1.81 recornmended against Bank proposal. FST

minute to Chancellor (24.1.82) reconuended
that iten should not be includ.ed. in package.
Cost of up to S20 million therefore not
included,.

Revenue subrnission (Mr l{artin) 21.1.83. FSTts
rêcoûmendations in mÍnute to Chaneellor
24.1.81. Costs opposite: cost of
Mr Jenkinrs proposals (up to glOO million)
not incLuded. Parallel subraission on related
SAIæ issues from ff (Mr Honek) to EST 24.1.8V2
neeting arranged. for 1.2.8r.

S'IATB OF FLAY

20

1981-a+

v,

1984-B'

40-45

Ful1 Year

RE'\IENIIE COST Sm

(Continued/..)

CONFIÜËi\iTIAL PAGE I'IUMBER 1
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.tsIIDGET PACI{AGES

SUru'{ARY NOTE CONFIDËNTIAL
PACKAGE: hIIDER SIIABE OhINERSHIP

DATE | 27 January 1983

II'EM

TOIAIS

of whích Bublic expÇnditure

Note: Now questionaþle whether there erre

sufficient items for free-standing wider
sbare ownership packagc. Heasures could
alternaüively form part of Surall Firms and

lnterprisc package (as in previous Budgets).

S'IATE OF FLAY

20

nil

19Bt-84-

v5
nil

1984-85

40-4'
nil-

Full ïear

RE\TENU-E COST åN

CCIN[:IDüþ¡TIAL PAGE NU'IBER 2





/{)
.tsUDGET PACKAGES

SU}O.{ARY NOTE CONFIDII\TIAL
ì

pACIç¡.GE i rncmrotocY AND rNNovATroN

DATE : VlJanuary 1981

Minister in tead: CST unless otherwise stated-
Official in 1ead": Mr Bailey

ï11,EM

(u) Extension of transitionaÌ
period for capital al-l-owances
on British films.

FST

,..b) Extension of transitionaL
r;eriod for. capì-tal- allowances
t'or :rented. teletext
Ielevi.sions

FST

Financial Secretary agreed ext-ension 12.1 .Bt
fol-lowing Revenue (Mr Battishil-l-) submissÍon
1.12.81 announced. on 19.1 .Bt.

Financial Secr:etary agreed. extension 7 .1.81
following Revenue (Itr Battishill) submj-ssÍon
of 23.12.82. SETTLED

SXfrI,ED

S'IATE OT' FT.,AT

nil

nil-

1983-a+

nil-

10

19Bt+-8,

3o in
198r-86,,
65 over
19Br-88
period )

(ro in
1985-86,
75 over
1gB¿+_87
period )

Full Year

REVENUE COST Sm

( continu ed/ . .)

COfqFi$[f\iTl.É\L
PAGE }TUHBER 1
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.tsIIDGET PACKAGES

SUIT{ARY NOTE C0NFf:SFFITIAL PACKAGE: TECHNOLOGY AND INNOVATION

DATE z 27 January 1981

r,I.EM

(c) Small- Engineering Firms
.investment Scheme.

(d) "Al-vey" strpport for
research in ad.vanced IT.

(e) "Support for fnnovation"
programme.

(f) Otber expenditure items

TOTAIS
of which pr-:bIic expenditure

Mr Jenkin's proposals of 12.1.81 involve
total bid s of î,67 milÌion f or 19Bt-B+,
î,128 mil-Lion fo:: 1984-8, anð, f,145 mil-lion
in 198r-86. IA sr:bmission (Mr Bailey/
Mr lovetl) to Chancellor of 24.1 .81
recommend.s proposalle involving expenditure
ot î/+5 million, î,75 million anð. filJ nillion
respectively.

)
)
)

S'IATE OF' FLÄY

45

45

(pe) +,

1981-84

B'
75

(pu) 7,

4 OR/r-.c, q
'Jv' v,/

115
(1985-86

?5

(pe) 7,
(tga1-aa)

FuIl Year

RIVENUE COST årn

COSTFÏ,**þ¡TÍAL
PAGE NUHSER 2
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.tsUDGET PACKAGES

SU}O{ART NOTE CONFIÐËT{TL4,1
PACKAGE: .coNSTRUCTTON
DATE t t1 January 19Bt

Minister in lead: CSI
Of f icial in lead: I{r }loore

r'IEM

(a) Mortgage Interest Relíef
ceil-ing (starter no 1O5)

(U) Stamp duty threshold,
r"lsT( R)

(c) DIT - own use deferment

(0) Home Improvement - repair

(rp (mr Robson) submission on package as a

whole to CST 27.1.S1). Revenue (Mr Stewart)
subnission ô.12.82 to FST. Discussed at
Chancellor's meeting on 2/+.1.81; inclination

against.Further nole fron FP (Hr,lloore) 28.1.8V.
Pend,íng deòisíon costs incl-uded in package and

assume ineiease to f,72$rOOO" Cost of latter
after 5 yrs wõu1d be S200-100 million.

Discussed at chancellor's meeting 24. 1.83.
Revenue (mr O'Leary) note 1.2.85 to
seek confirmation that item d.ropped.
Revenue (ltr Beighton) submission '1t.1.8V.
I{ST(R) recomnendation for extension of
existing deferment provision to be recorded
in FP (Hr Robson) subrnission on package.

Mr Heseltine's letter of 6.1.87. Discussed at
Chancellor's meetj-ng 25.1.81. CST to eonsider
further. No costs includ.ed at 'this stage.

75-1oo

STATE OF FT,AT
19Bt-84

100-12'

less than 1

1984-8'

75-1oO

5

Fu]l Year

RE\IENTIE COST âM

grants or envelopi

CONFiil'Ëi{î[/ÀL
PAGE NTII{BER 1
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.tsUDGEÎ PACI(AGES

SU}fl'{ARY NOTE Cüäf:iilHit"i'i,At
PACI(AGE:

DATE :

CONSTRUCTION
j1 Januar'¡r 19Bt

I'I'EM

(6) Exuend capital allowances
for assured. tenancies to
shared ownership properties

(f) Minor items in
Mr Heseltiners 6.1.81 letter
including:

ri) capital allowances
for refurbishment of
industrial and commercial
buildings.

(ii) increase proportion
of office space qualifying
for Industrial Building
AfÌowance.

Ilr Heseltine's letter of 6 .1.8V. FST

ninuted Chaneelior (19.1.81) advising against
action.

Revenue (Mr Kuezys) submission of 24.1.83
recommended against. FSI rninute ZB.1.BJ
to Chancellor endorsed recommendation.

S'IATE OF FT.,AY

l-ess than

less than 1

less than '1

1981-84

1

na

na

4qR[-Rqt/e' el

50-2ro

15-25

5

Fu]l Year

RI'UENTIE COST Sm

( Continued/ . .)

CffiNf::ii*i-F;îl¡{,L PAGE ITUI{BER z





.tsUDGET PACKAGES

STNî{ARY NOTE

!+

COf\iFf #[[\¡îiAL CONSTRUCTI ON

]n January 19Bj

PACI(AGE;

DATE i

rtEIr{

(iii) Allow private
landlords to offset repair
costs against aII incoue

Revenue (Mr Kuczys) submission of 24.1 .Bj
recommend against. FST minute ZB.1.B] to
Chancellor endorsed recommend.ation.

Note GE (Ur Xeffy) peparate submission 29.1tú
to CSI on possible pubJ-ic expenåiture
eLements of package.

of which public erpend.iture
TCITAIS

STATE OF FTJÄ.Y

75-100
ni1

less than

1983-84

1OO-110

ni1

2

1984-B,

1r5-7go
nil

5

Ful1 Year

RE\IENUE COST åm

CÕf,\*iiïiüilli'îl.AL PAGE NUMBER 3
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.tsUDGET PACKAGES

SUII'IARY NOTE Cüi\ãFiili*ïi:îT;ht
PACKAGE: OIl. TAX¡'TION

DATE z t1 JanuarY 198V

Minister in lead : MST(Ì') 
-Oiiiãiuf in lead : l'lr Middleton

IÎEM

,,¿ TBñ¡n"?:"(#älî:i 83"ìåöT

ir) PRT e>cpenditure reliefs and
,1á":"lu-(ãiurter no 11r)

c) PRT. Minor Provisions
iiarter nos 162,16V, 16t+, 167'

: 
,t:,+ r1B? and 192)

REVENUE COST 9m

Full YearS'IATE Otr' FT.,ÀY

Chancellor agreeC ¡rovisiclna-l- package at
;;;ã;s-Ú.t:ör:. ry; '"'lson 

has sqgsgsled more

;;;iit"pãckasá- (fl200 nillion tn 198-V--84. and

;;ñä å,500 ñiriiot in subsequent v"?r?? -

Costs of trris*ãereãa-pactasq thgyn at (i)'
Möõ(R)-*i""1ã¿-dn*r"uitor ã8. 1.Bi recommendins

Ë;üá"-tlilt ã"*ãr""rtecl' phase-out of rI'PRT ;

ããsrs"shown ar (ii).
Consurtative document i ssued (Hay-128?¿'
il;;ffi;-(n"-c"ã*i;ti subrnj-ssion â6'1'87' costs
very dependent ;; äntiott";. cou!Ç be.yiplds of
â15 million iå ìöar:a[, .,r70 *irriott it1-961-s5
ã"á ãroo million-il laúer years' costs not
included in Package tota-:'-"

Tollowing Revenue (tln 9fgryl"y) submission
21.1.81 ðn ranking, TTST(R) minute to
õrrã"ðãirar 26.1 -85 recom-nencled' action on:-

oil valu.ation ("'87) i
qas supplies between fields in common
"owneriirip ( 167) ;

recoverY of overallowed PRT-ã*p""¿îtu::e relief (164). rtems
involve roughlY baLancing mix of
small costs anci Yields'

(i)
( ii)

( îii)

1981-84-

(ii) 90

( l- ) 40

lg3t+-Bt

(i) 160

(:-i) r+o

( i) t+,
1gB5-86

(ii) v45
19Br-86

F ñ"}. trT-.! Ta'î,1.,,,"' -" , -*. 1

L/to*.'; \f .*-i ¡"'-. .'*, n,, 
. ¡ ' 

'i. la
PAGE I\TUJßER 1
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"tsUDGET PACKAGES

SUHMART NOTE C0Nr'Ïi:jqTTiAf- PACI(AGE:

DATE :

OIL TÆü,JION

27 January 1983

r,IEM

d) PRT: exempt gas & payback
(starter t1o. 166)

of which publlc e:çenditure

TOTALS

Inland Revenue awaiting detalls from company
which nay be affectecl.. Submission fron
Mr Crar*ley next nonth. No costhgu posslble
untll details received.

STATT OF FT,,A.Y

40-1 00

nil

na

1983-a+

140-160

nll-

nå,

198+-B'

t45
(rga¡-a6)

nl1

na

Full Year

RTUENUE COST âm

f\,r'\ .\. { *'n*ri *'.:t.,, lI,*T Á, Ij@t- **=¡ou'- t, .*-- .. .' '," .ì iJ:tL
PAGE NUMBER 2





.tsUDGET PACKAGES

SUM.{ARY NOTE c0l.: F5?q$ ùr,-

t'.,.;. ., ,:.,. ,

¡ r'l ":,:i,. *¡

,7

:-'ir,r-ri:Y A t

': i ;o1\;
PACKAGE:

DATE :

TOURTSM

]l January 19Bt

Minister in lead: ES'I
Official in lead.: Hr Moore

rÏEYI

(a) VAT ::eliefs

(u) Rating reliefs

(c) Capital allowances

FP (mr Robson) submisslon of 13.1.81 to ES['

examined the case {"o:' a tourism package and

the measures it niqht inclucle. '-lhese are:-

Dropped. at ChaneeLLor' s meet.i-ng 28. 1 .Bt.

Because of the difficulties involved with his
proposal, it has not been costecl into the
package.

There are tr^lo main plioposels:-
for hotels(il / an inc¡ease j.n the e>:isting 2O%, initia.-

a.T-lowance to, s¿ry, 5O%i

(ii) extens:';on of al-*,¡w¿¡nces to smaller
holel-s anC. sel-f-c¡,ì1:er-i-ng accommociation.

ST^TE 0F FL,¡rY

ni-1

nt1

1987-84

2

5

1984-B'

(around 10
af¡er 4
fears )

(around. ,
after 4
rears )

Full ïea:

REUENUE COST flm

(continued/..)
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BUDGEI PACI{AGES

SUT{MART NOTE ö-Õ h: F- i * :: l':' 
I 
o 

l':! l;
i

TOuRIST{

]'l January 1981
PACITAGE:

DATE :

ITEM

(¿) fncreasecl grants under
,'lector 4 of DeveLopment of
'.1ìourism ,{ct.

TOTAIS

of which pubLi-c expenditure

The EST minuted the Chancell-or on 19.1.8j
recommending agnins; ¿tl-l- of these me¡lE ures
other than (c)(i), an :'-tem. which could also
form part of I eonstruetion package.

No_te: Chancellor's office has asked Mr Sproat
to write with his proposal-s as soon as

possible.

STÀTE OF FT,AT

3-4
t-4

(pe) 1-4

1983-a+

10-11
1-4

(pu) 1-4

1984-B' Full Yea:

RE\IENUE COST S¡o

Cffi,\ip,Ïïi=:'ii,n\L PAGE NUMBER 2
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BUIGET PACKAGES

STINflART NOTE
ñ fq\' T' *,*ir'î1":.,, "*,o1,.{ 

Fu"/ \ø. . \- . - .*r.' t- '. . ^f'\i-
PACKq,GE: AGRICULTURE
T\ 

^ 
rnaav -t1-L Ji

i'linister
L)1ï1CtaI

27 January 1983
in lead: FST
in l-ead: l,lr Moore

STliTjì 0F Y!Âf

Nil
Nil-

1981-84

Nil
Ni1

1984-85

Nil
Nil

Full Year

REUENIIE COST €m
r,I'EM

(.') CTT agricultural rel-lef
1-or l-et l-and

(ir) CTT rayment by instal-ments

(") CCT roll-over relief for
I et agricul-tural lanc1.

(,:f ) Rental income to be
r.r"eated as earned income

Both reccrrnmencìecl lr i;'.ì.1'lrf l m.i-nute to C]:rencell-or
of 18.1.81. Tlrey lr'Ér ¡l-ro t-,a:r:t of the CTT

iten (g;) -i-n the Srna--l---ì- I'i::rns ancl llnter'll'rj-se
package, and -Lhe-eJ,'ore nor: costed- here.

Revenue (M:: Bryce) srrhrn-r-ssj-on to FST 18.1O..e2.
FST decid"ed (.,1.'^,.8f )no"t: to ï'r-rrsue this year.

FST asked (to. t.n¡) ,!ìevenue (Ur na'uti"shil.l)
to examine. 'Ih:-s j-s nnônÊ- r¡ror'osal-s -i-n

Lord Ferers f s --]-otr:e:' c .' ?1 .1 .81; F -qT 
t s

reply of 2/-r. 1 .8¡ i.r.C-Lc¡ì;cs presr,rmpti on

against al-l th.ese 'nronosn-l-s ¿lnd therefore
no costS j_nchrc.led ¡t -ll:lj-s staop-

l'Cifl/rLíl

of '¡¡h:-ch rubl i-c expencliture

g
PAGE NU'IBER
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.tsUDGET PACKAGES

sr.Il,{"{ARY NOTX
(- frrii'[,î r'" î'\*'*-t .¡* I
¡¡"Ê-'qogr':''t \: '- - ì *r ,., "" ., - d,.iLl-á

BETTTNG AT{D BREEDING

11,' January L9B7

Minister in
Official in

PACI{AGE:

DAT'E :

ad
ad

l-e
le

EST
Mr Moore

I'T.,EH

ir, ) VAT on blood-stocl<

' i¡) General betting d.uty

/\
',c ) Gatnang licence duty on

casi nos

r TOTAI,S

of v¡hj-ðir nrrtr.l ic cxnenriiture

Dropped at ChzuLce.t-l-ôlr's ove:rview meeting ?j.t.g.

Customs sr:.bmi ssi-on (ìIr: Fr.edrnan) c,f ll-.L.Ej.
EsT minute to cha.ncc.Ll-o-n (l-,'i. L.s)) r:ecr:nLmencled.
against general- r.ccluctj-on a_ncl suggested that
any concession shoulr', "bc on "-bax on tax" point.
Chancel]orts vreeting ?8.'1"83 agreed that
should be d.roppecl.

Customs subrniss j_on ("'lr 'n::,cccìrnan )  l_. t
ESI t s tni nute 'bo Ch;:,ncel-, or ?'2.1. Bi re
shift in }.:ur-d.en f::on s.ial _Lrlr j,o iarg;e
Chancell-or's meeting 28.4..83 agreed t
þe_ dropped.

.t .) ) -

c.ommenci-ecL
I

r casl-nos l

hat shou.Ldl
l

I

ST¡.TE O]î H,AY

nÍ1

Nil

1983-84

ni,1

Nil

1984-B'

Nit

nil

Full ïear

RE'IENIIE COST âm

ô fll,o''.' t-..1 "'', î - . { *? 
Jü n

lod'-*rr, o'-- . '-'''' - .;*.L.-r-
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"tsUDGET PACKAGES

SUÏ*,{ART NOTE CüfiF:i'lî''i*''"
PA0KAGE: CARING AND CI{ARITIES

DATE : 71 JanuarY 198,

I'linisber if lead: CST
Off :i-c-i-al- in l-ead: Mr Monger

til

;.'- \.,å

r'I.'EM

(,.) Extension of Widow's
3e::eavernenl Al-lov/ance for
''Lr.:"t,her year.

( o) Restoration of ,%

abatement of invalidity
|',:rraf-ì I

(c) Rernoval of invalidity
benei'it " trap" .

P!@r 
T (Tt:

; . l:Jl

,C
.!.:

n -.'.L,ts

Foll-ovring CST In,ìcf :4f', 2r...81 subrnissi.on by
ST (Ur ttonger) nr"ep,.tr"e.i;Í.on, to be forwarrled

51 .1. 8l or 1 .2 "{:,i.

f,ST recOmmenflec t',nt4 .4, .?,7,) following Reveriue
(tlr Isaac) subnissj.on o.f' 21.12.81.
Chancellor (12.1Si) :ie i11 that ciecisi-on should
be taken in confe,:cl; o.f 1;iri"s nachage r so

decislon nenciing.

Neibher curr:enr;l,y i-nc1-uCeri j-n package

emerging from llisC 38. Rut cliscussions
on small chan¿;es conti-n¡.¡!-¡r*: (c) a

Possibility, (b) I .ss l.i r'elt-y.

,STAT]I OT' :LAY

(pe) 20

(p") 7

20-25

1981-a+

(pe) 16

(pe) 16

25.1O

1984-B'

(pe) 60
( 1 985-86)

(pe) 17
(1985-8_)

2r.10

Full- Year

REIENIIE COST Sm

(continu ed/...)

F-f*ri*,. T

\¡¡ \noo,t'" uç PAGE NUMBER 1





-tsUDGET PACKAGES

StI.ryARY NOTE C # ;i.'_: i;,'.:',aI' r'.',t,_,- PACKAGE: CARING AND CHARTTIES

DATE | 11 JanuarY 1987

r,I.EM

(C) Ðevelopment o,f voluntary
etc care services for el-der

{e) Extension of Invalid Care
,i-l-l.ot¿ance.

(f ) Âbolition o-f Dependent
:ìel atives rtr llowance

(e) Abolition of å25O,O00

crril-ing for CTT exernption on

ìrif'ts to charities.

(h) Deeds of covenant:
i rcrease in ceiling f or high
.r'a.l; rj :lelief .

r{
;'l

Proposals in. l{r Pclv.i.-e:rrs Ðaper, -for
discussion at f¡ari].y Pol-icy Group (tro date
f ixed) r oo care o1l 1;he el'-ie::ly. F[iT

minuted 0hance',.] or 2. .1 .Bj that in -flavour of
as par:t oll paclca¡;e contaiLn:.ng (e).

FST and CST (rninu-tes of 20..2.82 and

21.12.82) a¡1r'eecì that shcul-cl be consj-dered.

Costs are -for j-ncrease frorn .ï1,OOO to fl5'OOO,

S'.TIATE OF PI,ÂY

15 yield
f)

(pu) 4

(p*) B

nil

1983-84

20 yield

(pe)12

(pe) I

v

1984-B'

(pe) B
(r9e5-eo) ,
25 over
J years)

(pe) 12
(1985-86)

20 yield

t

FulI Year

RETENIIE COST Sm

(continued/...)

..,.9
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tsUDGET PACKAGES

SII"I{ARY NOTE Ctir.îl :ï" PACKAGE i CARING AND CITARITIES

DATE z 27 January 1983(. r_ _. j! *,Ii .gt

rI.'EM

(i) Other fiscal measures:
(i) relief for payroll

cirri nrr.

(ii) rellef for ind.ividua
Conations;

/...\( j.ii) relief for compâny

donations;
(i.v) relief for seconded

ci-e ff.
JJL\¿r 

'(") covenanted pa¡rments

gross.

To be cove:'erj j-n iìrn s';l brnission, aIl.hough
a.1.1 have bee'-' :'e jt'r; i;crì ln the past. Iterns
(ii.i) anC. (i.¡) a,:ivc¡caie(ì in l'lr I{eseIt-i-nef s

letter of 6.4 "?:, " iv[t:' Irese-l"t j.ne I s proposa]
that charitai:-!-e staL-'..is be exr;enclect to
sport anCL recretationc.L bocli.es wjll al.so be

coverecl- in i:ir:ls snb,nì-:iriion, ldo costs
incluCeci at tl-. j_s s l¿,f c.

S'I,{TN OF IILAY
1983-84 1984-85 FulI Year

RÐ\IENIIE COST Sur

PAGE NU}TBER 1





{!..d' I hl.tsUÐGET PACT(AGES

SLTfl'{ARY NOTE
F ñr^n lF_r,4.n __ 

r
Lt'*r/i\r,.*, o' .--'

PACKAGE; CARTNG ¡,ND CHARIIIES

IATE ¡ '1Ç January 1981- -.. ., .'år¡

r,I.EM

(,I) 0the:: public expenditure
r:iJASUfeS:

(i) investment grants to
vol-untary sector;

(ai) central grant to
Nat ional ...ssociation
of Councils of
Vol untary Ser.lice.

'llo+;rrl-s

ç{ ¡¡",..i ¡þ ¡r"r'r¡.' ¡ r' ¡'irt'raûCi .t;ure
:]l

Not'e: Adcli-tional- nl-ovi.si-on hes been added

as a contingencl/ nì¡r '. i- ¡i ¿1'r;iii"ttsl- exne c t ed

bids by llh: ,lì'ot¡l,r,r]-.' -l't l' ',:,-rlor berref it
nlrçncoc

::nì:ni s s i-on.To be covereC l-l iìT

ST,\TE OF ]-{LAY

60-65

,4

(pe) 5

(p*) 5

(pu) ,

1983-a+

12r-1to
117

(pe) 15

(pe) 5

(pe) 5

1984-8'

110-141

"t22

(pe) ,
(1985-86)

(pe) 5
( 1 9s5-86)

(pe) 1,
gB5-86)(1

FulI Year

RE'\IEIIUE COST flU

nfl}\.ii:l ;'".,,:,;1,1''.,. r :-i i o

Ìlcd ' / - -'io { ; " ..- ., ", .. . ,".-..,,, ¡Ð
PAGE NTNTBER 4





.tsTJDGET PACKAGES

SÏJM'IART NOTE
ñ,f*'ìrl,.t ït:n,ï.1,"'*-' J. 

T

\6i '¡*.;,t, \-, 
" "' .^-".- '. , - L j.-

PACKAGE: FAIRNESS TN TÂXATION

DÀTE z 51 January LgBt

Minister in lead: tr'ST and MS[(R)
Official in lead: 'Mr Moore

Ir.'EM

(o.) Fringe benefits:
scho'l arships (starter no l-97)

(b) Fringe benefits: others
(starter nos Ltj and tJ{)

{c) CGT: capi-tal loss
buying: groups of companies
(starter no Lt+z)

(d) Group relief: avoida¡c
(Bl,). (starters no 1l-9)

Chancellor's meeti-ng 22":-2.82 agreeC on
legislation" nÊvenue (Hr Sfythe)
subni-ssion on 1].1 .81.

Budget will contain an,I:ro,,rncement about uprated
car and car fuel benef:Lb scal-es for 1984-85.
Revenue$r lriseolL) subnissj.on on this and

other benefits pencljng, Costs depend on

options for ci:ange and nor; yet quantifiable

Revenue subrn:-ssj-on (J{,:,rs::s Battishíll
and Beighbon) 2?."', .87

I
)
)
)

)
\
)

)

S'IÀTN Oi ]?IÀY

na

Nil

na

1-1O
.yie1d

1983-84

5 yield

]O yield

na

1-10
Yield

1984-B:2

1-10
f i elcr

]0 yeilc

1O i"ielc

na

Fu1I Year

REUENII-¡ COSI årn

(Continued/...)

^ 
-r'e1.q. r.!r,i 1 -..

'. t.

\eø \¿j . \.

PAGE NUTßER 1





,tsUDGET PACKAGES

STJTII'{ÀRY NOTE

PACI(AGE:

I¡.TE :

FÂIRNESS IN TAXATION

11 January L9B1lL -nirl

r'r,EM

(e) Life assurance:
charrgeable events:
secondhand bonds (starters
no l-tO )

(f) DLT: disposals by
non-residents (starters
no 149)

(g) Stock relief : pa¡rnents
ôn accorrnt (Starters no ]54

(ir) Stock relief : deny to
cornmoCity/bullion deal ers
(Starters no L5t)

Announcement of i,ntenti on to legisl-ate
24.6.92 .

Revenue (Xr neigÌ:1,-on) s'-rbnission on !.11.82.
Iiscussions bei-n-g hci-ci v¡ith Law Society and.

RÏCS.

Revenue (ltr I,attlsh.ili ) submission 2.L2.82.
MST(R) authori secì cra.l-ii.ng (19.1.81); item.
to be reviewed- ita ;.io'h,r; ctl cther measures
af f e c t in g c on st ::r-ic t-' :r- r':n :nd,u st ry .

.t

Rðienue (lfr. Rattrsh:.--l ) subrnis'sion by
4.2.8V

s'l'¡.Tr 0, F.Ì_,,\T

u¡rder 1

yield

l- yield

under I
yield

under 1

yiè1d

1983-B+

under 1

yiêld

2 yield

rr-10
yield

1O-15
yield

1984-8'

under I
yield

2 yield

L5
yield

20-40
yield

Full Year

RE'\fE'NIIE COST S¡r

(Continued-,/.. - )
PAGE NUMBXR z
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F¡,IRNESS ÏN TA]ilTTON

V1 January I9B7

/*ffin,o Tl*'- l_ :.
':\dl ''gdr' ., l: - ú. ..- -\

g

BT-DGET P/ICIü\GES

SUII{/IRY NOTE

,-'*"'L ''¡¡" FACIßGE:

Ð,{TE :

T'T'EM

(a) fnterest charges on iate
payments of directcrs tax.

(: ) Taxation of internatio
business (starters L57)

,f\ ;;-".'
\¡rnÉ' t*;,' --

Dropped at ,[ta::It":rs r,let'inS 27 "1"85"

Drafü legisì-e.tion n':l:l-j.shecl" December 1982;
comments reqLresfcC, 'oy mirj- February

TOTAL YTTLDS

STATT O1 ]?L,\Y

2-10
v.rçlÈ

ùbder ]
yield

1983-84

60-90
yield

under 1

yield

1984-8'

179-225yield

80-100
yieId.

FuI1 Year

EE\TENUE COST SM

PAGE NT,T-MBER 3





-ü#tiE T,i- "î l¡l : . 
",' 
i

.tsUDGET PACKAGES

SLNYMÄRY NOTE

'"1: F, CSILÀI\MOTTS'IT\TPA C KA GTP

DATE :

ITEMS

V1 January I98t

S,TÄT]I OF' FI.ÀI

20-25

4 0q,z_.q,lr
')v) v,

r95-l60

5-10

t5

5-10

I50

I

19Bt+-85

255-260

,-Lo

250

Full Year

RE'\TENUE COST 9M
r,I.EM

í a ) 'l nvestment incou.e
surcharge abol-ition

(¡) Starnp duty - selective
reform package

To be covered, :ir'. -f i,: tir¡::: Revenue ( j'lr Blythe)
suburission on r,¡rscral- ì;axr wûek end,inq
4"2.8i, ' as ::,:qlrl Jt 'r{: ¡,î 1i.:rn:'l:l.iol"', :; t ''
Over:view nei: i:,r';; :::-'. I . il''a -

To be eover.ed i-r- 3e*¿en'-'e íTî o'Lear.y)
subnission 4,"?:"8-. +;* i'';,Ilr ,.

{.qËg-: There Ba.e j,r
u.trplaeed " hur'! :;¡-1¡¿1"

TCT,,l"lS

aCCi-'bi-on a
lì l-: r!'r t /l .-r n ì c;-. -':'

number
lLìires e

o.f
are: -

!./år$Ì.i& PAGE NLTJ{3ER 1
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n
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"ts'JDGET PACKAGES

SLTfl¡,RT NOTE

Y:,SC3-'.i..,,imCïiS UNFÀCKAGED ITEI'{S

DATI z 31,' larluarîr rggV

S'i,,\TT OF FIÀY

na

na

na

1983-84

na

na

na

I O.Q,/r-e,6I )'r

na

nå

na

FulI Year

REVENUE COST 9m
II.'EM

ïï seltine

(i) V¡.T exenpïlor: for r¿'orks of art
accepïec in l-:r.tlJ c,f i::ìx

(ii) tax rel:,e: lcr'rusri-ness eon'bributions
to preservat:-¡:r" :ìl.i.i env:i-ronnental ùrusts

Lord Bellwin 4 ç1 4 ç77.
; (.j. i . t.l ..,

(iii) tax a1 1o'¡¡necr: fo::::enairs to
listed br:ild.i nr"i -

æ F ar1|., -, r

.rlr¡

*t#*.i-r PAGE NTJ{BER 2





CONFTI]EN]AA.L

CITFTER FISCAL RISKS AND }>CS$Br'LTTTES

Perssible PurÌ:Iic Expenditure

IJ;re:m¡-,loyrrent. Three candidates rrray be proposecl::

i. Extension and ¡nodification of TS'|WCS 115

ii. Continuation of !ìnierprise Allowar¡ce
Pilot Scherne (rvjll be announced before Brrdget)

h]OTE C

31 Januarv I 983

3z

1 983-84

iJ0

74-Z

50

100

15

10

120

I million

100

1 984-8 5

'i-34

i;0

100

150

10

160

470

iii. Earìy retirement: extensic'n of existing
r:ch{:me entiiling peop}e ove¡ 60 to leave
labr:rrr ¡¡arket in exclrange for )olg-terrn
Si.r'rple:::rnia.ry Eerrafjt ¡ate. Li;rgest
lllISS opticn, say

pr.;f r -";-J,;.',-¡¡i'-a-'!s. .ô" : ¡,'i.:.,, -- f c'.;i "e¡t ilr,-)ì. ì..; ltS
:r'li1i' 1¡:rrJ. lO pi':--.r..;t;¿1lS i':.r give ;¡SSiSÌ;r.rr.'¿ i: j't llri:r
ì¡it t.,i' ..rf ¡ÌR. I::-, '-,,1,ii'-..¡rl i-t¡r or by i:,.ihlic
C::, :r - jr/ì i:' ;t e':,= ;'.':S

Pc-¡ssit'Ie Tax

Ëmpty Property Rates. \¡/ide range of possible options
fr¡r reducijons ivith rvidely varying costs. Say

Specific Duties. I-ess than full ¡'evalorisaiion: say up to

I¡l'estment Income Surcha:rge. Cost of abolition

Siamp Ðrty. Various reforms, say up to

Ca¡ Tax. Suggestions have been made that this
tax (currentty l0 per cent) should be rerluced
or abolished. A Zå per cent reduction q'ould
cost

7-5 142 Z7 l::0

J

295

TOTAL 537

Note: Coal Prices ancl major action on Industrial Rates now effectively ruled out.

700
:::::::::





g(,N!'.|-u-uNïrAlJ

FROM:DJI,MOOAE
DATE I V1 January 19BV

ec Chief Secretary
Financial Secretary
Economic Secretary
Minister of State (C)
Hinister of State (R)
Sir Douglas llass
Sir Anthon¡ RawJ-inson
Mr BurnsDz
Ilr Littler
I{r Bailey
Mr lliddleton
Mr Cassell
l{r Kemp
Mr Robson
Mr hlicks
Mr Hall
l{r RidS.ey
lllr French

CHÄNCET,LOR OF TIü EXCI{EQIIER

Sir Irawrence Airey
Mr Green
Mr Battishill
Mr CrawJ.ey

l{r Fraser - C&.8

)
) ÏR

1oJ

2ND BUDGET OIIERVIEW: SCORECARI f'OR NS OIL ' NIS ATI'D

CORPORATION TAX

I attaeb a scorecard showing various options as requested by

Mr Kerr today.

2. The fi.gures cane from I{ST(R)'s paper of 28 January on the
North Sea fiscal regine, from Mr Battishil-L's paper of 26 January

on Corporation Tax rates, and from my note of 27 January on NIS.

NVì

CO¡IFIDENTïÁ.ïr

D J T MOOAE





CONFIXEIITIÂT,

$mill-ion
revenue cost

1981-84 198+-gq

T NIS

*þ"t from August
OR abol-ition fron August

Mr Moore of 27/1

220
6?o

400
120A

rI CORPOR¡,TTON TAX

a) ,2-5o%
b) increased profits

limits
(a) + (u)

OR (s) Lord Cockfiel-d
first slice at V5%
t]nen 52%

*(
(

1to

1'
145

11rJ.

+
2ro

25

Mr Battishill of 26/1

para 2

para lOd

2r,

2OO Para 14

+ full- year but not much
over 1984-85

rTI NS OIL
Existing fieJ-ds

Agreed
(i) appraisaL relief

l{sr(R) of 2B/1

40 para V

120
IOO _ para t
20 Jnot recomüended

160

140

40

Optíons
(ii) pbasing out

APru
or't

+ (ii)(a)
+ (ii)(u)

(
(
(

a
b
c )

,o
140

40

9o

(i)
oR (i)

(iii) phasing out-royaLties 2rA 22O Para 6
(PIr lawson)

* Note of total CT cut of para 4
Z%,benefít to oil-
companÍes 25 60

¡or tuture fíeids tbere will be no costs for about I years from

the deeision to abolÍsh royalties.or the option (Mr Lawson) of
doubling PRî allowances.

COTIFIDENTTAI,
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PRTNCTPAI PRIVATE SECRETARY

FROM:
DATE:

C D H]IRRTSON
1 FEBRUATX 19BV

cc PS,/Chief ecretar¡r
PsÆi
Sir D

ial Secretar¡r

Mr
(1ù ù

tler
ns/Mr

llr ddleton
lionck
llountfield
Shields

llr Stibbard
llr Turnbul-l
llr Grimstone
Iûrrs Imber
ltr Pickford
Hiss Roach
l{r Pa-bterson
Dr l'/ebb
l{r lJil-letts
ltr Ridley

DTF IMTION O¡' TIm PSBR AND STERLIi\IG W

fn your minute of 1'1 October to the Economic Secretary eni;itled
"classification of Pubric sector Deposits", you said that the
Chancellor would t'¡elcome the advice of the Econonic Secretary
about how to arrnounee the proposed exclusi-on of publie sector
deposits from ÐYD, and the concomitant change to the definition
of the PSBR. You said that he i+ould also rvelcome the Econonic
Secretaryrs advj-ce on the impact of these changes on perceptions
of the co¡nbined fiscal and monetary posir,-ion.

lÏr Pickford I s subnissj-on of 28 JanuâTXr irhich vias copied to the
Chancellor, discusses these qriestions in detail. ft also proposes
a package of further sraall definitional changes.

The Economic Secretary agrees that the further definitional changes,
discussed inparagraphs V-5, ma]re serrse and should be implemented.
He also agrees rvith llr Piclçford that at1 the changes should be
announced in the Budget documents.

Of the tr,¡o different possible bases for publication of the PSBR and
CGBR statistics in the Budget documents rt¡hich are outlined in
ltr Pickfo¡drs paragraph '1O, on balance the Earromic Secreta¡y would

^





( CON}'IDl}i{IIA]J

,-,, favour option. (ii). In the Economic Secreta¡yts opin{-on, the( 
crucíal./iBotÊåt option (i) is expected to involve a downwa¡d

revision to the 1982-8, PSBR by perhaps f'Ê billion (and possibly
as ¡nuch as €'* billion), according to Mr Píckfordts paragraph 11;
he fears that th-is would be nisunderstood - particularly in the
House of Conmons.

CtU
C D HARRÏSON





?_ fl r ßv<-¡"'>
BUDGET SECRET

eH/Ex REF No B I g'z\ s
coPY NO l/ Ot % COPTES

RECORD OF THE SEC.OND BUDGET OVERVTEW MEETTNG AT 1'1.45AM ON ]. FEBRUARY

Present: -
Mr Green IR (c r/vstoa^tg)All Ministers

Sir Douglas Vtass
Sir Anthony Rawlinson
Sir Lawrence Airey (IR)
Mr Burns
Mr Fraser (C&E)
Professor Vtalters (¡lo 10)

Papers : -

Mr Middleton
Mr Bailey
Ivlr Cassell
Mr Kemp
Mr Moore
Mr Howard (C&E)
Mr Rid.ley

Mr BattishÍIl IR (
Mr Crawley IR (
Mr Vlicks (
Mr Robson (
Mr Kerr
Mr Hall

lt

lt

al

ll

)
)
)
)

L.

l-1.

l-11"

Budget Packages

Progress Report

NIS/Corporati-on Tax

(Sir Douglas l{ass t s minute of 31 January)

(Mr Kempr s mÍnute of 28 January)

(minutes of 26 .Tanuary froryr Mr Battishill,
and of 27 and 31 January from Mr MooreJ

iv. North Sea Fiscal Regi.me (minute of 28 January from the
Mínister of State (Revenue).

Budqret Se,curi,ty

The Chancellor expressed concern at press speculation about the Budget.
Sorne of the weekend. (29 /3O January) stories had been d.isconcertÍngly
precise" Contacts with the press should be minímísed untÍl after the
Budget, and Treasury Ministers and officials should decliire to be

drawn into discussion of its likely contents.

Budcet Packages

2. Sir DougJ-as Vüass drew attention to the rieferences 'iJr various
packages to possible changes in CTT. It was agreed thaË a meeting
specifícalIy on CTT would be arranged for I February. DHSS should.
also be asked to forward their Budget proposals very quickly.
(action: Private Off ice)

I
BUDGET SECFET





BUDGET SECRET

3; The Chancellor said that he would also wÍsh to hold meetings on

each of the main packages immedÍately after his return from l{ashlngton.
Ministers were asked. to ensure that submissions on individual packages

presented a range of options, Ín the recommended priority order,
rat.her than a single, take it or leave itr proposal

Capital Expenditure

4. The Chancellor said that he thought ft would be presentationally
important to draw attention, at Budget-tÍme, not only to the additlonal
capital expend.iture element in particular packages (eg. the construc-
tion package) but also to the allowance made Ín the public expenditure
plans for increased. overall capÍtal expend.iùure. Idea1ly, the
presentatíon should specify particular projects which the incraase
would buy. The danger of appearing to revert to volume planning .was

noted; but Ít was agreed that the public expenditure sectíon of the
Budget speech should be made as project-specific as possible"
(ection: Sir A Rawlinson)

PSBR Cost of Budget 'Options

5. The Chancellor noÈed the references in minutes of 28 January from
Mr Kemp and Mr Blythe (IR) to changes in the personal tax options,
apparently resulting ín part from a re-estimate of PSBR costs foll-owing
a decision to revert to the assumption of fixed exchange rates, rather
than a fixed money supply" He has not been a\^¡are of this decÍsi-ont
and was inclined to query ít, though noting ttrat the PSBR costs of
L982 Budget measures had been prepared on a fixed interest rate
assumptioh, and that the Inland Revenue thought this the correct
assumption to use again, It was agreed that a note should be prepared
d.escribíng the options, and the case for eachi assessing the significanoe
of the choicet and making reconmendations. (Actíon: Mr l¿liddleton)

6. ft was noted that the personal tax options, together with the
options on child benefit, and on investment income surcharge, would

2
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BUDGET SECRET

be considered. at a separate meetingi on 3 February; and t,hat the
main subject for discussion at the third overview meeting on

8 February would be the MTFS.

CorporatÍon Tax

7 Four options for CT changes \^lere ídentified:-

(a) assístance to small companies, by increasing the
lower profits limit to gl2O,OOOr raising the upPer

limit to g3601000 and red.ucing the marginal rate
to 55 per cent. (Para 10 (d) of Mr Battishillrs
paper)r

(b) (a) plus a cut in the CT rate from 52 per cent to
. 50 per cent.

(c) Lord Cockfieldrs proposal for a slÍce system' with
the rate on the first slíce reduced from 40 per cent
to 35 per centt and

(d) a cheaper move to a simpler slíce systemr on the basj.s

of the present 40 per cent rate and the fÍrst Ê1OO'OOO

of profits (para 13 of Mr Battishillrs paper).

8. Sír Lawrence Aire argued for (c) and against the alternaÈÍve
of a cut in NIS. The Chief Secretary , though strongly preferring
a cut in NfS to action on CT, agreed that a move to a slice system

would make better sense than a cut Ín the top rtate from 52 per cent
to 50 per cent. It was noted that both (c) and (d) were cheaper
than reducing the rate to 50 per cent. The Mini,st.er of' State [Þt¡enue)
pointed out that both (c) and (d) would reduce future scope for further
measures specifically to benefit smaIl business; and the Financial
Secretary thought that the adoption of (d) would cause the small
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business lobby to drop their campaign for the introduction of a

slice system, and argue against the measure.

9. It was agreed that option (d) shouLd be discarded. Further work

should be done only on the other three options' though the Chancellor
thought, that (b) might in the end prove too expensive. (Acticn: fR)

NIS

10. Noting that the abolition of NIS would be too costly for ÈhÍs

Budget, and that a cut of a fuII point would leave NIS at the absurdly
low rate of ä per cent, the Chancellor thought that the only realÍstic
options this year were a ä poínt cut, or no change. The analysis in
Mr Moorers mínute of 27 January had suggested that the economic effects'
and the benefit to manufacturing industry, of a cut in NfS would exceed

those of.'.a comparable reduction in CT.. Some scepbicismr¡rasr expressed
abouL the MP table annexed to Mr Moore's pape r I but the Financial
Secretary pointed out that cuts in CT would benefit only profitable
companÍes, while cuts in NfS would help all, íncluding those now hard
pressed, and fÍghting imporL penetration. The Minister of State (C)

thought it important to show once again that the Government were

making progress towards the abotÍtion of the NIS "tax on jobs"'

11.
NÏS.

It was decided that the Budget should ínclude a à point cut in
(Action: FP)

North Sea FÍscal Reqime

L2. ffre uinister of State' (Revenue) described the three options set
out Ín his paper of 28 January: all included the agreed measure of
appraisal reliefr: ârrd the difference in their costs arose from dífferent
methods of phasing out APRT. His own reconmendation was for option (b) 

'
but he had envisaged that thÍs would be combined wÍth some CT relief.
The Chancellor agreed that option (b) by itself would not be sufficíent'

pointed out that the Energy Secretary might Press for the
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r(costly) phasÍng out of royalties on existing fields, but could perhaps

instead be offered a doubling of the oil allowance on new fieLds - a

concession whích woul-d be cost-free in the short term.

13. The Chief Secretary thought that there was little public sympathy

for the oil companies. Concessíons desÍgned to encourage ftrture
development would be understood: concessions which merely improved.

current cash flow would not, Mr Crawley added that UKOA in fact
appeared to be pressing more for incentives to future development than
for assistance with current cash flow.

]-4. fhe Chancellor agreed that the proposj-tj-on whÍch he should put
to the Energy Secretary on 2 February was optíon (.b) plus the doubling
of the oÍ1 allowance for future fÍeIds. He would not mention the
possibÍLity of a 2 per cent reductÍon in the CT rateo .

,
J O KERR

Distribution:

ThoSe present
Mr Littler
Mr MountfÍe1d
Mr Evans
Mr French
Mr Harris
Mr Norgrove
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âjt BUDGET CONFTDENTTAT

NOTE OF A MEETTNG ON THURSDAY 3 I.EBRUARY 1983 AT 3.3OPI\'I TN THE

CHANCELLORIS ROOM HM TREÀST]RY

Present: Chancel-1or of the Exchequer
Chief Secretary
Financial Secretary
MÍnister of State (C)
Minister of State (R)
Sir Douglas Vfass
Mr Burns€
Mr Middleton
Mr Cassell
Mr Kemp
Mr Moore
Mr Monger
Mr Robson
Mr Kerr
Mr Ridley
¡,Ir French

Sir Lawrence airey)
Mr Isaac
Mr Blythe
Mr Spence

Inland Revenue)
)
)

PERSONAL TAXATION AND CHTLD BENEFTT

Depende nt rela,tive allowanêe and other minor personal allowances

Pepesq: Financj-al Secretaryts minute of 24 January
Mr Spencels minute of 18 January

In a bríef discussion the Chancellor said. that while he was attracted
in prÍncipi-e to the idea of abolishing the minor allowances when

raising tæc thresholds he felt that this was not a measure to be

included Ín the Budget this year. He was not attracted to the idea
of focussing on one of the minor personal allowances êg. the sons or
daughters servÍce allowance, and abolishing that. Nonetheless he

would defer a final decision untÍl the outcome of the discussion in
the Family Policy Group on 9 February was known.

I
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Child benefit

Papers: Mr ¡4onger of 27 January
Mr Monger of 2 February
Mi-nísterial consnents

2. In discussion the following points srere made:

(Í) Although increases in child benefit had. to be seen
alongside increases Ín income tax allowances it would
be wrong to give the impressj-on that t.hey hrere línked.
in some mechanical way. That could lead. to the worst
of all situatÍons whereby child benefit \Àtas linked to
the tax allowance Íncrease or t.he general benefit increase
whichever was the greater.

(ii) Mr Walters said there cor¡ld be a case for rajsing child benefit
and bringing it into tax. That would mitigate the problem
of the large amount of dead weight. It was pointed out
that. this would mean a significant shift from the wallet
to the purse and. would r:aise the tax burden.

(r-r-r-) It was pointed. out that the poverty trap could be
amelíorated by raising the child dependency add.ltion for
those on supplementary benefit j-n line with other beneflts,
and not linking it to the rÍse in chitd. benefit"

(iv) It was agreed that claiming a higher uprating and then
adjusting for claw-back was not presentationally advantageous.

3. There $tas a brief discussion of the options set out in Mr Mongerrs
paper" The Chancellor thought j-t best to defer a final decisÍon.
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Personal taxation

Papers Mr B\the of 1I January
I*{r Blythe of 28 January

4. After a brief discussion it was decided that the oþtions of
indexation plus 3 per cent and indexatÍon plus 13 per cent could be

dropped for future consideration. The Inland. Revenue offered to
work up a variant on indexation plus 8, per cent which would for example
offer an extra €,1Oo a year Ín allowances-to married. men.

' The investment income surcharge and hiqher rates

Paper: Mr Spence of 2 February

5 The Financial Secretary said that he savl rsome atùractlon .in a

package which would. Ínvolve doÍng no more than index the hÍgher rate
bands but would also abolísh the investment income surcharge.
There was some discussÍon of the merits of action on the investment
income surcharge. The Chancellor said he did not see many attractions
in its abolitj-on this year. Mr Ridley suggested that abolition could
be considered for the over-65s, but the Minister of State (.C) pointed
out that this could lead to presentational difficulties vis a vís the
recovery of overshoot on retirement pensions. Mr Burns suggested
there could be a case for an across-the-board reduction in the rate of
the investment income surcharge. Mr Isaac pointed out that manPower

considerations pointed very definitely Ín the direction of a higher
threshold rather than a reduced rate. Mr Walters and Mr Burns sah¡

merit in reducíng the rate as a signal of the intention to abolÍsh the
investment income surcharge. It was an argument analogous to that
used in justifying cuts in the national insurance surcharge. The

Chancellor asked the Inland Revenue to look at the optionsofa5per
cent cut ín the rate of the investment íncome surcharge and a rise in
the threshold. He did not think that the option of actlon on the
investment income surcharge for the over-65s alone should be pursued.
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6. In discussj-on of action on the higher rate bands, Sir Lawrence Airey
argued that he would wish to see the higher rate bands increased in
line wíth the basic rate threshold" The UK tax system was already
very progressive in comparison with that of other countries.
The Chief Secretary said he had reservations in principle on de-coupling
the higher rate band.s from the basic rate. The Minister of Sùate (C)

thought it worrying that the Inland Revenue diagrams inriicated that with
indexation plus 8| per cent the highest gain was for those earning in
excess of Ê3O'OOO a year. Mr Robson said that there was one problem.
IndexatÍon plus 8l per cent was just suffícient to maintain or reduce
the average rate of tax and nat,ional insurance contributions thís year
for all those contracted in, but because of the upper earnings limit on
NIC cont,ributions higher rate taxpayers would see a substantial cash
gaín from indexation plus 8| per cent. Mr Burns said that Ít woul-d be
poínted.'out that it was d.iffÍcutt to justify tackling the unemptol.meni
trap by putting money into rich pockets. The Chancellor pointed out
that for PurPoses of the speech it was presentationally easiest to
raise the higher rates band.s by the same amount as the basic rate.
Nonetheless he would. be grateful Íf the Inland Revenue would work up
a varÍant to take account of lvlr Robson I s point by restricting the
Percentage gain to higher rate t,axpayers to the same as those taxpayers
on the top of the basic rate scale.

6. The meetíng closed. at 4.45pm"

Jld
JILL RUTTER
4 February 1983

Di stribution :

Those Present
PSlEST
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CH.¡:IIJELIOR OF TlìE Ð(ÇHEQUER

i-}t -'r.: E 1- i.:-:'?
? FeYauary ii'ti

cc Chief Secret
Fina¡ciaI ary
Econon,ic ary
Minist of State (C)
Ì,f ini ero f State (R)
Sir las Wass
e Anthonv Rawlinson

6 *>---burn
Littler

l¿r lSiddleton
]¡i¡ Bailey
llr Cassell Ì.i:. 8a1.1
ì.1r l{oore
l'Ír Ridley
Sir Lawrence Airey (IR)
Mr Fraser (caf)
Profeesor Walters (tt¡o rO)

TIilËÐ BIJI)GÐT PRO3RNSS }'lEffiTNG TOÞISRROW

I aj-'t"ach Ê.ur'::.r,åries sh¡¡¡ing þ:'c¡gîjss in Ì)år';{ii,'irrg the Budget cì;cisions on the

í!scal side. Ti;¡:se are dis¡'l-a;;t'C in i.ç'o r-l:fíe:"ent ua}'s : -

?.e 'lable Ar'*;l-:ich shsv¡s the PStsR costs in rietail of ti:ree

¡:r'ssit'le tsudgets, the possible fiscal adjustrnerrts that
vr.'¡r be avail-abl-e, and ho"'the;'s'i'eltJ.€ co.sts of each uould

lc,o!: on an indexed and å Ðcrr*i¡rde:eC l¡¡:si.s'

b. TablLe B, r.rhich sbor¡s in nore cietail tl¡e:'el'e:.ue as we1l

as'-he FSFR c+sfs *-hich;*ould ¡.¡r'ise in thc va::io',;s areas

uithin the ra:rges tha.t are cúrt'errtI1- beitS iilscussed.

2. You ¡+iL1 note ihat Table A and Table B aho;- precisely the same infor-rnation;

Table A merely trauslates tbe inforr¡ation in Table B into three Bucigetst the

least expensive of rçhich reflects tbe Lowest end of tbe ranges norv under dis-
cussion and the rnost e:qpensive the highest end of the rarrges.

3. I think the sreeting might find it nost u6efu1 to concentrate on Tab1e At

bearing in rnind, of course, that a large number of further conbinations are

possible.
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\. The overall conclusion drarrn from Table A is that depending on

âo Hor* the fo¡,ecast holcs up, where the price of oii ¡¡mst be

the most in¡,c'rtant riskç

Decisíor¡s to be taken on t!¡e trSBR to be looked for lg?t:-34

a¡d 1984-85, uhich r:ili cc'se up again ouring t,he discussion

toi;rorrow on the MIFSr and

l,rh.etl:er oï' nÕt the rrpackages and riskstr can be acco¡rrl:ioiated

r¡itiiin ihe ave¡e]I alloua-nce nade - and ycu will see from

tire tables attacheci to sir Douglas Hassr se¡:a;ate note that

th.is is r¡o'*' 1oo}."i¡g fairly hopefrrlr-therr

U

ts;å¿e¡ C, which e,'ìc(iìr-ìï;,lsses r:,1'ett¡t r.'el-1 ti¡e tcp eni of ti.'e raîjûus r'3T'8es )¡ûu

l,,a-¡e been ¿iiscus'sj,r:g i-n tl¡e r¿:"io'¡ls s:'eeå could just e^L'cut Ìre ¡;orþ'a'olet and
d

shc.n,,si¡al1 positive f iscal ac j'..rsin¡ent for 1984-85. But, of course, to the

exl,eirt that the io:'ecast does r¡ot hold up, lo";er PSBF.s a¡'e iocked for or

ii;e ¡:acti:ges/risks (or o'rher costs) tal<e off, then -Vou woul-d Ì¿ave to Jook

for s.¡¡¡ethi.r;g srral.l,er, rroving down through sorlething 3-:'lre Rudget B co Brreget A.

Deei;icne vrau.ld ti¡er¡ be needed as to'.¿hat shculC be drc;ped out. Ycu nqy feelt
-novelerr ih¡rt at to¡:romov¡ mcrnirigts r*eetj-ng ail- you:ieed do is take note of tlre

ote¡a11 pc,si.tion, Þend.ing refii:sÌrrrlt of ihe varicus risþ:s end pc=sibilities Ï

have jrlst !''entianed

5. Tou rnay Ì¡ot¡ever just like to note i.he folloi*ing poinis about the vai'jous

brcad areas set out in Table A : -

âo on specific duties the maj¡ iesues outstantiing are petrol
and derv and I¿ED on lorries. The Customs deadline is
2) February. Hor¿ever there is a complicating factor in
thãtr depending on uhether it is decided to go for nore

or less than reval-orisation of dew, it nay be necesaary

to consult Mr Hor*e]-L about the 1j-60 conseo^uentials.

Department of Transport wilI, in any event, for operational

reasons need to be gíven by 15 February of nore than four

options to work up on VED on l-ories on r*hich the final
\
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cboice will have to be r,,rade- This points to riÉ.rrouing

before then the range within which a change in tl¡e derv duty

will l-ie. It is proposed, in factt tbåt the outsta-rrCing

excise dut¡r iosues abould be one of the matters r+brich the

progresË rneeting ort 15 February should concer¡trate on.

b. On ineiug,try, He are re'erding the å p*" cent NtS reCuction

of pri'rate sectc-rr on1-y fron .AuSist as firs. lr¡e had thou.ght

that oi1 was relatively firn, but'*e see f¡-orn }tr Lar'¿sonrs

letter to you of 4 Febrr¡ary that he w¡::rts eomeihilg wjth the

revÊiiue cost of not Ie sa tl¡e¡ f,ZOC mi-llion îat 1983-.84, or

ralber more tha¡¡ ue have provitìed. This r.'i11 liave to be

resolved. -ê. lso to be resol,r:ed bere is wi¡et!¡er aryiiring is
dcne on co:-;rcration Tax, a,nd if so i'¡hei,her it is i,he rcdr:ci.ion

of 2 r¡e:" cent in ti:e ria:ì-n rate (plu* ¡;lr-r;e ctiier lel:iEf's) or

l,cr,d C¡,c!:f ield rs ,{ de a, tt-t just corrce:h'ab1¡rt .3c}me cor¡'bilaiion

of tÌ¡e ti,,o. f-1so o¡en hère is a question of f;Yte ÈCT/I;,RÎ ideas

set out j-n the f6T(R) rninute af ] Febr';ar1r.

c. ûn pgig-.ltg, the ra'ngeÉ 6-10 per cent over Fookery'Jise h¿ve

l-,een ::etained for all ba¡ds a.¡rd ti'iresholds etc. You are at'eiiing

a note frcm the Êeve::tre l-ookicg at e "¡arlant ç'iiich igould::estvict

the pereer;Ì,age gairr io higher r-e+-e tax l:leJeîso This pci"r:tt courl-ed

vrith possible action in otlier åleaã such as tl¡e IÏS, i'lc,r+"gage int,erest

Relief and (poin'uing in ihe oti¡er cjrection) the treaiment of ihe

orer-prcvision on pensions and other social security benefi'çs at

Noveraber 198?t raises the isoue of the bala¡ce of ihe Budget overall

on the personal side, which is so¡ûething you have in mind. It n4y

be that for the Progreas meeting on 1J Febmary where it is intended

to take up personal taxation issues B-nresolved r¡e sbould provide a

note pull-ing together so far as possible the likely main measures

in the Budget r,¡hieh will affect person6r a6 to see how theyr and

their distributional- effect, will look overa1I.

2).
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d, Pasþ,ases/risks, The Tables attached to Sir Ðouglas l'Iassl

rninute of today show the overall position. Broadlyt it
looke as though the amounts likely to arise ca.n be catered

for uithi:r the figures provided, ae long ae the public e>rpenCi-

ture element ca¡ be charged to the Rese::r'e.

6. Fiåcal-aê.iu-qtment5fF-qBRs. These depend very nmch on the

forecast and on discussion of the ÌffÏS later on in tonorrou¡ts

neeting.

f. Revenue costs of BuC¡tets. lhese figures seek to shov the

indexed and non-indexed costs of the Budget as tbey niight

âppear in Table 1 of the FSBR. You will- eee thet Rudget C

cor¡es up to a total of 9'3745 ni1-1ion; this actually ì-s

not all that different from tl¡e para1Le1 figure last yeart

'",¡hich r-'as S3485 ¡¡illion. But ¡¡e ¡eed to heep an eye on

the problems ínvolved in creating.such large nul'lberÉ. The

cost of the Autunn decision on I{IS is reeorced }¡e:'e so that

it does not get overloaked.; this neecì not appea-r a.s Ei-lch

in Table 1 in the FEBRi Ï:ut some øa¡' seek to acid i't ts the
ItBudgetlr.

6- !.s I say, ti¡ere is no need for a:iy specífic <iecisions to be ta!.en in any

of thj,s tcnorror'; the position is l-aid out in effeci for j¡for¡¡ìaiion onIy.

?. I ar¡ afraid I have to add t,he usual warni-ng that all the numbers ¡ernain

necessarí1y uncert,ain at this stage.

w
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Mr Hall
Mr Ridley
Sir Lawrence Airey IR
Mr Angus Fraser C&E
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BUDGET PACKAGES

Attached are updated versions of the now familiar three notes on the arithmetíc of the
packages and the Budget, a listing ðf the package items¡ and fiscal risks and
possibilities.

2. There is a full agenda for the overview tomorrow, and you will probably not wish
to spend time on the packages. You will see that, as shown in Note A, the cost of the
packages now begins to fit quite well into the overall Budget arithmetic, though there
are still a number of uncertainties. (Some of the risks are beginning to fade away -car
tax for example).

3.' There are meetings with you lined up for next week on several of the packages.

At this stage there are a few more detailed points I would draw to your attention.

(a) It may make sense for the next return to merge the proposals und.er wider
share ownership with the small firms and enterprise package, as last year.

(b) Similarly the vestigial proposals under tourism might next week be merged
into construction unless Mr Sproat puts forward, some further ideas. (your
Private Office may like to enquire after these again.)

(c) Mr Fowler's letter has now arrived, though his ideas have not yet been
taken into account in the caring package. We stitl await Mr Tebbit's proposals.

Minister of
Minister of

%





I 4. The fairness in taxation package will require careful handling. There are some

connections with other packages (item g on payments on account for stock relief needs

to be seen alongside the construction package for example) and we shall need to take

into account the results of the consultation exercise on tax havens. The Financial

Secretary and Minister of State (R) will be submitting notes to you on the items under

their command, and I think it would be helpful if you were to hold a meeting before

the end of next week. Generallyr the proposals will need to be seen in the context of
other Budget proposals affecting companies and the higher paid, and you may feel it
would be right to inform the Prime Minister before you come to final decisions.

DOUGLAS ÏUASS
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CONÍIÐ${TIA],

BIIDGT,T 198t - PACKACES mC - SUMMARY

NOIE A

DAÎE: 7 Febnrarr¡ 198J

S niL1íon revenue coets

1984-85r.þl- e/tu
elenent

Packages (uote B below)

Other RÍsks and possibilíties
(Note c bslow)

CbÍId Benefit (In nain Progrese
Report)

Total as above

Less R¡blic Expenditure

1981-84
fotaL Plßx

elenent

tho-t6o

o-47o o-29o

fia JJo*ta4Û 125

0-500 0-??5

25A 2509o90

47o-9zo 260-510 580-1190 3?5--65o

If the Pr¡bLic Þcpenditure elenent i.e all charged to the Reserve, tbe potential cost
to the Budgct beconee :-

Net totale 1:7o:379

Provided in Progress Report Ín total 5OO-4OO

-t-

Notes:

198t-84

47o-9zo

?60-r50

1984-85

58a-1ßo

Jþ- ßjo

2o5- 54o

450-5oo

1. Nunbers are uncertaÍn at present, and the final figures' ¡¡iLL
not necessarily falI nithin the ranges 6bown.

2. These are ry costs. ISBR costs are lÍkely to be a littLe
lower. Asãffihåt an¡' prffilc expenditure neasures, evea if
charged to tbe Reserrre, cor¡Ìd nevertheless increase the forecast
PSBR by necessitating a review of tbe shortfall estínate. Tbe

extent to wbich, on baLance, the PSBR costs of these neasures
might d.iffer fron the revenue coets cannot be assessed at this
gtag€.
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tsiJDI:-- P¡,CiLAGES: C03?:i SUI"ÎÏARY T¡^DLÏ 7. Febru ary 19BV

1)B?;-81 1984-8'
Enter¡rrise and Smal-l Firr¡s *

of uhich pu'olic expendi.ture:

ldj,der Sbare Or^;nership
oí rr'hich public e:.peni.iture:

illecbnology and fnnovation
of rr¡hich public expenditure:

Cons truct ion
of v;hich public erpenditure:

ûi1 [axation
of r.¡hich public e>pendi ture

Tourisn
of v;bich publ-ic expenditure:

Agric ult ur-e
of r+'hich public erpenditure:

Betting and Breeding
of t¡'hich publi.c expenditure

Caring and Charities
of r"hich public e;rpenditure:

Fairness in '-L'axation Yields
of which public expeñãffie t

125-1ra

Not counted in packåges

73*78
45

90-7o5

? February 1983

50

,o
5o

185-21Ûi
100

t8-45
18

2-70

100:'20O
5

v,

Â, ml-L-L l on

FulL year
125:225

40-45

74-79
¿t6

225-23'

,

20

84
74

1AO'(95_gt,

12r-15{)

Pac.kage dropped

B̂
* osüs now "in*lude bi.glrl.y tenuative esÈj.mates for

usíness Expansion Seheute.

'T'TTALS

qlf which public e::penditu::e

v\o-36A

17t

33Q*t++o

4tL-.

26A-V60

12r.]-

ffiiscellaneous unpackaged tax item.s 5-1t
Çcvered elsewhere

4QJI' 90*95

CONTT]1|lùr¡ l- r.'ì-

do\ /"".i lU î Ë"; î'"\ 
*'" ''o t "lo å ,i, å

$*ébÆ^1 r fl i i"{ ¡ü i :-ì - å- ê J:'-:' 3"





B1JDGET PACKAGES

SIJI{T{ART NOTE CONTIDENTÍAL

r'

h

Ë
j

Ministe
Officia

ri
1i

PACKAGE: SMALT, rIRMS¡ At{D ENTERpRISE

DAÎE z| February 1985

n leail: FSI unLess othenrise stated
n lead: Mr Bailey

T'IIET,T

(a) Business Þ:cpansion
Schene

(b) Joint venture vehicles
for institutional
investnent"

(e) Zero and cteep-discounted
stoek.

REV:ENUE C9ST .9m

FulI ïear

10-100

na

na

(d) $implifieation of PAT:E
and NfC pa¡menü:
Seheclule E,/D issues.

æ

Illeeting to ðiseu¡¡s packane ar:ranged for .

' 17 .2.8_r.

FSI ninuteil ChancelL or V1.1.8V with
reeommendations on nain elenents of sehene.
Costs bighly teqtallvq.

requested I'P/IR to sound
possibLe constraint on
snall fims: neeting in

83.

Consultative document issued 12.1.83t with
conments requesterl by 11.2.8V. Not costed
since no definite proposal yet decided.
Shelf issues will ireeã to bä considered inlight of response.

Diseussed at FST rneeting 1? "1.8V. Further
Revenue (Ur ntythe) subñissions on ttnet of
ta*" pay tables and Schedule E,/D issues
commissioned by FfiT minute 27.1.9Vi
sub¡oisçion on-foruer 8.2;87 anð on Latter
in week ending 18"2.8t.

FSI neeting 20.1.
out institutions
tbeir investuent
week beginning 7.

8t
on
in
)a-a

S'I.r\fE 0F Flr¡,Y

under 1

na

na

1983-84 19E4-8i

1o-1oo

na

na

(ContÍnueð,/..)

CONFIDI:NTíAL
PAGE NUI{BT'R 1





BUDGET PÂCK¡"GES

SÏ'I{T{ART I{O[E

3

CONFI[}ENT¡Aå"
P/\CKAGE i

D¡.[B I

SMAT;L FTRTS ÂTTO ¿TUNËRPRTSE

7 February 198t

ï'1'EM

(e) Capiüal' transfer tax

(f) Iroan Guarantee Seheme

(g) Enterprise agencies:
widening of qualifying
conditions for rel-ief.

(tr) V¡,n registration ete
threshoLds

EST

REVENUE COST Sm

FulI Year :

9o

10

FST ninuted ChaneelLor 18"1.8] proposing
package of impro'ved rate seale, bigher
agricultural/business reliefs and extended
instalnents perj-od" Additional Revenue
subnissions 20.1"8, (l{r Isaae) and 25,1"8t
(Mr tseighton). Discussed at Chancellortg
neeüing 4.2.83.'

Discussed at HIG meeüing 11.1.8L1. Detalled
D0ï proposals awaiüed: interÍn subnission
(mr Èaiiey) to Chancellor 24.1.8t.

Proposed in'Mr Heseltine's leüter of 6.1 .81.
Presunption at Chancellorrs meeting on
12.1.87 against and Revenue (Mr-Lusk)
dubmission so reeonnended.

Customs subnission 24.12.82. Ministerial
decision reached.

ruræp,

ST.AÍE OF P[,AY

(B") ,

34

,

1983-a+

(pu) ,

lo

70

1984-ð-5

(CoutÍnued/...)

CthåFf it)Ëi'{Tü/ÅL PAGT NUT'IBER 2
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.tsUDGEI PACKAGES

SUMMART NOTE üONF¡TTËN"TIÂL
PAOIT.I\GT.}:

DATD :

SUÀLÏJ FTRI"TS AI{D ENÎERPRTSE

7 February 198t

ï'1'EI'i

(i) Corporation tax: suall
eompanies profits limíts
and rates"

ilsr( R)

(j) Sehedule D case V
trading losses(startõr number 124)

(t) De niniuis linit for
. assessment of

apportioned income
(süarter number 152)

(1) Relief for interest-
ernpl-oyee buy-outs

, (starter number 189)

REJENIIE COST, €M

Full Year

10

under 'l

unden 1

,

Re.venue subnission (lfr BabtÍshiLl) A6.1.8',
1% reduction in :rate would cost CiO xnitlioain 1983-8t+ and â15 nillion in full year.
Cost of íncreasa in l-inits to S1OO,ôOO ancl
î,25O'OOO shovrn opposite.

Revenue subnission (Mr Keitb) of ZZ.1Z.BZ ta
I$f i Chancellorf s meeting 1Z.1.Bt agreed
übat should rema;in on tabLe.

llST(R) reconnended increase to Chancellor
26.1.8Vt query :in Chancel-lort s minute
1.2.81 on size o.f inerease, (AZSO or SIOOO)

Revenue subnissir:n (mr Stewart) to FSI
28.1.83. Costs ,lependent on take-nB:
figures assume IOO'OOO enployees with reliefof î,15O eacb. l'I:ider repercussions eould
iaciease costs.

SIAIìE OF FTJAY

und,er I

under 1

under 1

6

1981-et+

under 1

under 1

2

9

1984-e'

(Continued/..)

CüNËIÜËtruå"[ EÅL
PAGE NTII{BER 

'





BUDGET PACKÀGES

SUMMARY NOTE CTNËIÐËNTÍÅL
PACKAGE: SHÂI,I¡ FIBI'IS AITD U{TERPRISE

DATB I .7 February 1985

REVENIIE COST Su

(

IlTBM

ü) Close conpsnies: ACT
limit on loans(starter number 181)

LIST( R)

(n) CGI nonetar¡r linits

(o) CG - retirement relief

(p) ym - annual accolrnting(starter nunber 5)
EST

(q) vlr - baô debts
3ST

Chancellor's, minute 1.2.8i agreed that should
be kept ín line with nortgage interest relief
ceiling.

Revenue (tlr Bryce) submission to FST 1j.1.87.
FSI (17.1;85) ôornnended package to Chancellor.
Diseussed at Char.cellor's. utg 4.2.81 SETTLED

Revenue (Mr Beighton) submission to FST 7.1"8V
FSf (12.1.83) suggested an increase to
gIOOTOOO should form part of package.
Diseussed at Chaneellor's mtg 4.2.8t SEITI,ED

Chancellort s ueeting 28.1."òV agreed unlikely
but not ruled out: Chancellor's rninute
1.2.8V asked for fr¡.rther discussion. Cosü in
1983-Bt+ S2O nillion and 1984-8, g17A million;
onee-for-all and not included at this stage.

Suggested in Lord Cockfieldrs letter of
12;7.87. Customs (Hrs Strachan) submissioa
shortLy: wilL advise against and costs
tberefore no included. Costs rvould be
substantiaL if extensÍve relief grantecl.

5o

under 1

under 1

under 1

1987-84 1984-B'

100-200

under 1

under 1

under 1

125-2?_'

Ful1 Tear i

under I

under 1

under 1

4CÜfuIF¡Mffi





BUDGET PACKAGES

SiNfiARY NOIE tüN[:lÞËNîãAL 7 February 198]

F/iCï{AGE:

DATI i

Mínister
Official

!¡T}ER SHARE O}TNERSIIIP

leacl: FSI
Lead: Mr Moore

l-n
1n

Ï'IEI'T

(a) Reintroduetion of relief
for t'top hattt scbeues.

RT\MNUE COST ftI

(b) Changes to exísting
sebe¡nes.

40-45
nil

Notg: QuestionabLe whether there is sufficientcontent for free*standing package. Measure
could alternatively form-part oi Small Ï,irms
and Enterprise package (aè in previous nuãgãts

TOTÂTS
of whi.ch public expenditure

It1 {gnki"l g'proposal (Letter 6.12.8?) rejected,at Chancel-lorrs rneeting 12.1.83; meetin[ also
d,iscussed 

_ siníla:r but urore rectiicted. Bañk
proposal (paper '10"'l.Bt). ISf uin"tð toChancellor (24.1.,8a) recounended ühat tbis
sbouLd not be_ inr:luded in package. Cost of
up to €'2O nitLion thereforã not-included.

FSIf s recomuendations üo Chancellor 24.1.gV.ChaneelLor!s response t .Z.Bt,
SETTI¡ED

rararrer suDnr-ss:Lon on rer-at"u sffilo""
!"gr^!p (yI Monetc) to nsr-a4.1.e.j: *ããti"g1.2.83, EST deei<led not to pursue.

SI"ATE O¡' F[,AY

20
nil

20

1983-84-

7'
ni1

v5

19Et+-8, FulL Year

4045

Ç#håffiåffikf'4"å $r&h PAGE NUMBER 1





BUDGAî PACKAGES

STJMMART NOTE C0NFI$f;liqîg,&å-
P¡'CKÀGE : TICIil{CIJOGY Â-}TD I1\ft{OV¡.EION

DA'IE :f Februaryl9BS
I{inister in learl: CST unless othervise stated
Offieial in lead: Mr BaiJ.ey

ï'1,8t{

(s) Extension of transitional
period for capital-
allowances on Britísb
films.

FST

(b) Extension of üransiüional
períod for eapital
allowances for rented
teletext televisions.

Ï'sr
(c) Stnall Engineering tr'irns

Investment Seheme.

(A) "Alvey". - support for
research in advanced IT.

(e) ItSupporü for Innovationt'
plogsamme.

(f) Other expenditu¡e itens.

REVENIIE COST. Élur

Ful1 ïear

3o in
1985-86,
65 over
1985-BB
period)

(15 i-n
1985-86,
39 over
1984-87
period)

(pe ) 76
1985-86)

120
(lgg:-ga).

nt^(9

linancial Secretary agreed extension 12.1.8V
following Rerrenue (Mr Battishill) subrnission
V.12.81 . Announeed on 19 "1 .BV.

SEÎTLED

rT agreed extension 7.1.8t
(Mr Battishill) subnission

Mr Jenkinf s propcsals of '12"4.85 invol-ve
total bids of Ð67 million for 198ã-84,
F,128 milLion fot 1984-85 and S14! nillion in
198>-86" IA subrnission (Hr Bailey/Hr l,ovell)
to Cbancellor of 24.1.83 recommends
proposals ínvolving expenditure of
S¿r5 rnillion, Ð75 million and. î.,1) nillion
respectiveJ-y. Meeting with CST V.2.832 CST
tö minute Chancellor.

TOTAT,S
of wbieh public e:rpenditure

)
)
)
)
)
)
)
)
)
)

SETTI,ED

Financial Secreta
folLowing Revenue
23.12.82.

S'I¡.[E OT Iìt¡"Y

5o
5o

(pe) 5o

niL

nil

1983-a+

&t
74

(pe) 7¿[

10

nil

19Bt+-87

CffiNF$Ðlr$\åî$,4-h PAGE NUT'TBER 1





TJUÐGEI PACKAGES

SMTIÀRT NO'TE ctNF¡83Ëþ{î[,qt
PÄCI(,A.GI : CONBTHTJCTION

D¡.TE t ? February198,
llinister í.n lead: 0ST
Official in Lead: Mr FÍoore

(a) iïortgage interest reLief
ceillnfi (süarter no 1o5)

(U) Stamp duty tbresholcl

ÏTEIVI

DTrT - ol{n use
and write off
tax

fernent
deferred

(e) de
of

(¿) Changes ia ho¡ne
improvement grant rules.

(e) Funds for enveloping.

SITAIE OF HtÀT

FP (Mr Robson) submission on tax candidates
and GE (Mr Kell-y) sub¡sission on public
expenditure aspects to CST 27.1.83. Ðiscussed
at CSf ls meetins ã1 .1.8V¿ CST mÍnutedunanceJ-l-or4.2.g): meeting on 14.2.87.
InclÍnation against. at Chaneellorts neeting
24.1.87. Further tr'P note (l{r Hoore) 28 .1.ã1.
Pending final decision costs included in
pgckage; assume increasê to €"VI'OOO, wbich
after I years would cost â20O-3OO uillion. 75-1Oa

Revenue (ltr Draper) note to Chaneellor 1.?.83 t
CbanceLlor'-s res$onsq' 7.'2.83: option stands
pen,ling decision- on (a).

I{PT(.R) 2?.1.83^recoumenråed. csr agreed Ínminute of 4.2.8j.

Reco¡nnendaùions in -CS|[r s minuüe 4. Z.Blipreference is for (e)
(pe) ,o

(p") ,o

19Br-a+

100-12t

less than 'l

19BtL-A'

75-1oo

,

FulI ïear

RtrVENIIE COS'I Su

(Contined/..)

t#þ4FgiüffiNTå"-ï"-\$ P
PAGE NUIÍBER 1





tsUDGEI PACKAGES

SÏ]U},IART NOIE CONF¡ÐENT[,&'L
FACI(AGF;

DATA ¡

coNs[|nuc$roN

7'Tebruaw 19BV

ïf1ìEM

(f) tr\rtend capital allowances
for assured tenancies üp
sbared ownership
properties.

(S) Minor items in
Hr Hesletinefs 6.1.83
letter including:
(i) capital al-lowances
for refurbishnent of
inCustrial and conmercial
buildings;
/..\(ii) increase proporbion' of office space qualifying
for ïndqstrial Buildlng

"Allowance.

(iii) Allow private
landlords to offset repaÍr
oosts againsü aLI lncoùe.

Mr Heseltinef s l.etter of
cþancellor (19.1.81) advi
Droppeö at CSTIe neotlng

Dropped.' at CSI!s neeting 31.1;81.

CST reconnenðs j.ncreaee to 25% in'miirutç of
4.2.83.

Revenue (Ur Kuczys) submission 24.1.8V
recoumend against, FST uinute 2B.1.Bl to
0þag9g|1or eado¡rsed recommetìdaülon¡dloppe4
at OSTrs rheeüíîg, 31.1.85,

6.
sl
11

1.85. tr'Êl ninuted
ng againsl qgülon,
.1r83;

ST¡,TE OF F[,AY

,

19BV-84

10

1984-85

2'

!

FulI ïear

RE'VENIIE COST Sm

(Contipued/. r)

coNffiÐËNTtah PAGE NUMBER 2





.tsI'DGET PACI(AGES

ST,I{MART }TO[E gtNFltiËNT'!ÅH-
PACKAGE:

D¡,TE :

cor{sTRucrroN

7 Februarìr 198]

ITEM

( n) otbe¡ capital al-lowances

TOTAI,S

of whieh pubLic erpenclíture

There are two j-tens whicb have previously
been eandidates for tourism package wbi,ch CST
at V1.1.83 meeting considered should be
exanfned in construction package:-

(i) ïo"""""" ín al-lowance for botels to 90%

(if) extension of 2a% allowance to self-' catering accommodation.

CSTf s minute to Chancel-lor 4.2.8ã recomnends
ror (ii) in preference to (i).

S!]ATE OF P[,AY

18r-21O
100

uptoS

nil,

1983-84

up to 'îO

,

1984-B'

12r-150
nil

125-150
ní1

(around 10
after 4 yrs

up to lO

Fu1l ïear
REV1ENIIE COST Sm

..-

Ç#NF!ÐiffiN"î'åÁ.L PÀGE NUMBËR V





}3IIDGET PACK¡,GES

sinmARr ¡rorE üÕNFEÐlffig$îÍ,&t
PACKAGE:

D¡.TT :

I{inister
Officíal

OÏT T¡.XATTON

f February '1983

inl
inl

ead: MST(R)
ead: t'Ir lliddLeton

I'IEM

(a) North Sea regime, phasing
out .A.PR[ etc(starter no 109)

(U) PRI expenditure reliefs a
receipts (starter no 115)

(c) Pm. Minor provisions(starter nos- 162 ,163,1&,
167 , 1&, 187 and 192) .

(¿) PRÍ[. exenpt gas an¿
payback (Ètarter no 166)

-29C
1985-86)-

niL

Chancellortb overview meeting 1.2.A, agreedthat option B (Flus doubling-of oil allovrancefor future fields, whích has no sbort-te:m
cost) should be proposed to Mr lawson at
ueeüing 2.2.8V.

Consultative documept issued t{ay 1S82.
Revenue (Mr Crawley) subníssionseO. 1.85.
and 4.2.83.

MST(R) t s recomnendations in ¡ainute to
Chaneellor 26. 1.8V. Chancellort s reply
31.1.81 indicateô that he ís content. -ftens
involve_rougbly balancing uix of snaLl cosüs
anct y].el.ds.

SETTI,ED

of whích ublic
TOTAIS

ndi.ture

fnland Revenue awaiüing
which may be affected.
Mr Crawley next nonth.
untiL details reeeived.

¡! .'

de
Su
No

tails from coupany
bnission from
cosüings possible

SIATE OT' F[,AY

105
nil

na

9o

.15
cost

1981-e+

'110
nil

1m

na

voyield

1984-85

t4a
('19s5-86)

EA

5oyield

Full ïear

REUENIIE COST Sm

fr#åqFfiffiffiH\åTåÆ'I PAGE NU'IBER
1





tsUÐGXT PACKAGES

sïIMl,fÀRr NorE CG${F¡üg:¡ST"Í,Å-L
PACKAGE: TOIIRISM

DATE : 4l'ebruary 1g8t

I'linister in
Official in

: ESI
: IIr Moore

lead
lead

I'1ìEM

(a) Rating reliefs

(¡) Capital allowances

(c) fncreased grants under
section 4, Developnent
of Tourisu Act.

RFJ\TENUE COST. SM

Full Year l

nil
nil

TOTAïJS

of which public expenditure

ESTf s recoülmend,a1;ions ín minute to Chancellor
19.1.83" Chance-l-Lorts office has asked
I{r Sproat to write with any proposals as soon
as possible.

ESTrs'recorûrendation against, unless action
on industrial/commerciaL rating relíef.

increase allowance for hotels to gO%;

extend 20% aLLowance to self-caterine
accommoclation (and smal-ler hotels).
These aro now being exauined in
context of construetion paekage:
costs not; Íncluded here.

ESI recommendeô against.

llwo proposals:

(i)
( ií)

STAIE OF FÍ,AY

nil
nil

19BJ-a+

nil
nr_I

198lr,-85

Ç#NFã#Ë::ï..å'E"ãAL PAGE NUI{3ER 1





.tsUDGET PACKAGES

SIMI'TART NOIE C$NF¡#Ë ITH-&L
PACKAGE: AGRTcUT,TUnE

DAIB | 4February.,tggS

Hiníster Ín lead: FSTOffieial in lead: Mr Moore

Ï'TBM

(a) Rental income to be
treated as earned .income.

Notçi Quesüionable whether there issufficient for f:ree-standing packase. CTTagriculturat retiefs includ"ed i; i"te; (;) ofsmall- firns and enterprise pack"gã. --

TOT^A"tS
of which public erpendiüure

FST asked (:1o.1.Bi) Revenue (ur nattishill)to exanine: subqission pending" lfriã-is
anong-propcgals in l¡orrå I'errerrs letter of21.1.83i Fs['s reply or Z4.4.aj iñãiðãt""
p:esugption against aLl these proposaLs andtherefore no eosts incLuded at- tbis stage.

SIATE OF FT,AY

ni1
nil.

1983-84

niL
nil

1984-B|

nÍ1
nil

tr'uit Tear 
r

REIENIIE COST Sn

ÇTNF8ÐffiNTå,&L P/rGE NlnÍBER 1
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r"tsTIDGET P¡,CKAGES

ST'MMART NOTE ctNF¡t)ffir-åT¡-&t
PACKAGE: CÂRII{G AND CHARITÏES

DATE ¡/EebruarylgSj
Ilinister in lead.: CST
Official in lead: Mr llonger

ÍIEM

is) Extension of Widowf s
Bereavement Allowance for
furtber fêâro

lU) Restoration of 5%
abatement of invalidity
benefit.

lc) Re¡aoval of invalidity
benef it türapt'.

.¿) Development of voluntar5r
etc care service for
elderiy.

is) Extension of Invalid Care
Allowance.

lf ) Á,bolition of Dependent
ReLatives AlLowance.

RE\IENUE COST. S¡n

Fu11 Year

25-54

(p") 17
1985-86)

1
pe
9a
)z
5-86)

(pe) 12
1985-s6)

FST reöoranended (11.1.87) fol"lowing Revenue
(Mr fsaac) subnission of 2V.12.8V:- CST in
favour.

CSI inclined against: costs not íucLuded,.

Proposals in llr Fow1er's paper, for
discussion at Fanily Polícy Group (9"2.81),
orr care of the elderLy. C-ST inclineð to (A)
but pot-(e) at 7,1.1.ai neetin6:'-siñcã-(ìt'
qonsidered unlikely, yieleis nõt,,.çs¿¡ted.

D

CST in favour

nary
csr

t
ècl to

incl

(t{r Honger) 1.a"8'j set

ninute
results
Discussed at CST rnee'bi

Proposals

t
ch8nc

t-n

whieb arr; inclicat
elJ,or;
Mr Fowler's

neeti

sou
ng 2i"1.83; note by ßT

l-etter 4.1"8ã trot'
ng fixed for14.2.83.

belÒw.
prelÍni

STATE OF PI,AY

(p") 7

(pu) 4

(pu) 2

as

20-2'

!Ur

1983-84

(pe) 16

(p") 2

(p") 12

25-Va

1984-B'

Cont
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EÏIDGET PACK.A.GES

SIJI{I.,IART NOTE üüNFIÐrËþåîEé-ã-
PÁ"CKAGE:

DAIE :

CÂRTNG A}TD CHARTITES

4 Februar:f 198ï

r,I'EM

(s) "A.bolitÍon of g',25O,OOO

ceiling for CTT exempüion
on gifts to charities

(h) Deeds of covenant:
increàse in ceiling for
bigher rate relief to
å5, OO0.

(i) Oüher fiscal measures:

(i) relief for payrolL
giving;

(ii) relief for ind.ividual
donations;

(íii) relief for company
donations;

(iv) relief for seconded
staff;

(v) covenanted payuents
gross

(Continued/..)

CST inclined agaínst.

CST in favour.

CSI Ínclined again3t.

CST inðlined against.

CST Ínclined against.

CST in favour.

CSI in favour.

S[.A,ÎE OF PLÀY

under 1

under 1

niI

1981-84

under 1

under '1

v

1984-B:)

under 'l

under '1

1

Full ïear

REVENUX COST Sm

ffi#NFIffiffiI{î$é"\L
PAGE IfUT{BER 2





}3TIDGET PACKAGES

SUMT{ART NOTE CÜNF¡ffifui-êî$&fu
PACI(AGX ¡

DATE :

CARTNG .6,IED CI{ARTTIES

7 Februaqy 1983

T'IEM

(j) Oüber public expendiËure
measures:

(i) investnent granüs to
volunüary sector;

(ii) central grant to
National Association
of Councils of
Voluntary Service.

TOTATS
of wbich publ"ic expenditure

Notes:
1. Opposite is additional provision as a

contingency uargin against bids by
PIr Fowler: Ietter reeeived 4.2'.83.

2. Mr Heseltine's letter of 6"1.8V also
proposed thab chariüable status should be
g5$"F$f$¿tgo Epg€rzgi4. 6t"frgggigg:1 bodies.

,. .NCVO shopping List for.¡arded 21.1.87." Prel,ininary com¡nent in ST note of 1 .2.83.
4. CSf offiee to ask-Ï'Ír Whitelah' ùo forward

any propoeaLs on cbarj.ties side.

CSI Ínclined against.

SlÄ18 0F PtÄ.Y

38.*47
1B

(p") ,

1983-a+

73;-78
4>

(p") 1,

1984-B'

74-79
46

pe) 1'
985-86 )

(
i1

Full ïear

REVENUE COST .Sm
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.tsUDGET PACI{AGES

SUUMÁ.RY NOTE tügqF¡¡#Ëf{Tf,-eL
FAÏRNESS TN TAXATION

t February 19Bj
PACKAGE

DAIE

l{inister in
Official in

lead: I'SI and I{ST(R)
lead; Hr l{oore

Ï,I1EM

(a) Frínge benefits:
scholarships (starter no 197)

(b) Iringe beaefits: others
(starter nos L17 and Lla)

(c) tGT: capital loss
buying: gïoups of companies
(starter no 142)

(d) Group relief i avoid.anc
(BI-,). (starters no 119)

PAGE NUUBER 1

Chancellorf s neetiag 22.L2"82 agreed on

SETTTiED
legislation.

Budget wíII eontrain announcenent about uprateü
car and car fuel. . benefit seales,for '1984-85.
Revenue (Mr Urís¡eol-l) subnission''on- thís and
other benefits 11"1.83. Tield of 2O%'' increase
in car scales or>oosiùe-
(Reveñue (Hr-Coi'iett) -ãubmi,bs j.oir Z¿a"BV to
FSI on potential,ly related iesue of eapita]-
alLowances for conpany cars. )

Revenue submission (Hessrs Battishill
and .BrSrce) t,7',1.83: discussed at MS[(R)

neeting 2.2.tìt. I{ST mínuted Chancellor
4.2.8t, reconnending (¿) but against (",).

STATE OÍ' gLÂY

Nil

na

na

1-1O
:rie1d

1983-a+

5 {ielq

ão rælq-

45

1-10
yielè

1984-8:

]o veil-¿.

'o 
Ë91{

4'

1-10
Iieltr

Full Year

RF,\IENIJ-E COSI åM

(Conti¡rueð./ . . .)

C#ï',-{F;*t;'dî ËrEL





SUDGET PACIüGES

smfi',iARr No[E töNFlüË$-åTEAL
PACKAGE: F.A.IñI{ESS IN TÂ]CAfiON

DAÎE : TfoUru¿irT 1gB5

Ï'IEM

(e ) L,ife assurance:
chargeable events:
seconrlband bonds (starters
no 110')

(f) ltT: ctisposals by
non ;resid.ents (starters
no 149)

(g) Stock" relief : pa¡ments
oa accounü (Starters no 194

(n ) $tock relief : d.eny to
conmorlitl/bullion deal ers
(Starters no f57)

.A¡no'.¡ncement of intention to legislate

Revenue (Mr felgÏ¡ton) sub¡rission on >.J.L.BZ.
niscussions bein.g held with law Society and
RICS.

Revenue (mr nattisb.ill) submission 2.LZ.BZ.
ffST(R) authorised drafting (t9.1.87); iten
to be reviewed in light of other measures
affecting construction industry though
incLinatíon agerinst at starters mtg ?7.1.83.
Rãvenue (ilr t'{c0onnaehie) submission 

"

4.2.8f. MS[(R) ninute to Cba.ncellor ?.2.8j
recomnencls agai.nst for this year.

2+.6.92. SËTTI,ED

S'IAîE OF FTJAY

und.er I
yield

I r_ield

under 1
Yield

1987-84

under 1
yièId

2 yield,

1O-r-5

yield

1984-85

under 1

rief4

2 ¿ie1ll

1q

y.ie1d

Ful} Year

R$ffUU¡ COST Sn

(Continued/...)
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.tsUDGET PACKAGES

SU}flVIARY NOTE

PACKAGE

D¡,TE

trJ,IRNESS IN TAXATION
.- February 19BV

rTEi.T

(i) Taxation of internat
business (starters ]-r7)

Draft legisl,atÍon published Decenbêr 1982;
comuents reguesüed by nid Februar¡r.

1ìOT.AI, rIELDS

STATE OF PI,A.T

2-'10
yielC

u¡der I
yield

1983-84 1984-85

90-105yield

under I
yi.eld

22I.--215
yr.eId.

100

ÉsIq

Full. ïear

BE\TENTIE COST âM

ü {J¡\i F I u * i' :i' ["iø,n$-
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BUDGEI PACI(AGES

SUMUART NOTE ffiüf-'EFfmH:NîfÅfi-
MISCET,I^A,NËOÌIS : UITPÂCKAGED ITEytS

DATB : fFebruarylgSS

(a)

ITEM

Investment income
surcharge - abolít'íoa/
options,

(U) Stamp duty - selective
reform package.

Revenue (Mr Spence) subnission 2.1.Bjz
diseussed at ChanceLlor's raeetiag V.2.83.
ch requested further sub¡nission on opüions,

Figures at:e for reduction to 10%

MSf(R) note to Ohancellor 4,2.8V.

TOTAÏ,S

Note: There are in addition a number of
@Ïaced "heritage" proposal-s" These are:-
Mr Heseltine , 6.1.81

(i) V.A,f exempüion for works of art accept' in leiu õf tax; Customs (Mr Knox) -

subnission 4.2"81"

(ii)tax relief for business contributions
to preservatíon anô environmental
truåts; Revenue (Mr Lrrsk) çub¡tisÈj.on
4.2 ".83 recommended against.

Lord Bellwin. 18.1 .81
(iii)tax a1'!owances for repairs t

builtli.ngs: Revenue (lIr Ltlsk
against'4.2. Bl reeomrnended. a

ol-
)s
gai

isted
utrnissi-
nst*

Slll,A,TE OF H[,AY
1983-84 tr'irIl .Yea::

RBUENIIE COST åm

1984-B'

1A-1'

5

5-10

na

n8

40-45

t5

,-1a

na

na

9o-95

na

NB

B'

5'1A

ç#þlFfffiffiNïflÆ\"t
PAGE NUIîBER 1
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CONF'II]ENTIAL

O1rHER F'ISCAL RISKS .å.}¡Ð POSSTBILITTËS

Possible Public Expenditure

Unemployment. Mr Tebbit putting proposals to Prime
Minister. Three candidates may be proposed:-

i. Extension and modification of TSTWCS

ii. Continuation and extension of Enterprise
Allowance Pilot Scheme.

115

50

iii. Early retirement: extension of existing
scheme entitling people over 60 to leave
labour market in exchange for long-term
Supplementary Benefit rate. Largest
DHSS option, say

Petrochemicals. A review of current problems
may lead to proposals to give assistance either
by way of PRT mociification or by public
expenditure means. Subrnission to
Chief Secretary next rveek

Possibler Tax

Empty Eroperþ Rates. Wide range of possible options
for reductions with widely varying costs.. Say

Stamp Duty. Various reforms, say up to

Car Tax. Suggestions have been rnade that this
tax (currently l0 per cent) should be reduced
or abolished. A Zå per cent reduction would
cost

TOTAT

NOTE C

7 February 1983

Ê million

1983-84 1984-85

100

zs 190 z7 t75

100 100

?-90 275

50

10 10

LZ0 160

180 zz0

48

50

4959.9.
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BUDGET SECRET

Alt

RECORD OF THE TH RD BUDGET O1TERVIEVT MEETTNG AT lIAM ON 8 FEBRUARY

c/Ex REF No 31lzdl
coPY *o q ot J. J

Present:

Chancellor
Chief Secretary
EconomÍc SecretarY
Minister of State (C)
MinÍster of State (R)
Sir Douglas Wass
S!.r Anthony Rawli¡tson

Mr Burns
Professor Walters
Mr Middleton
Mr Kemp
Mr Cassell
Mr RÍd1ey
Mr Kerr

Sir L Airey (IR) )
Mr Fraser (C&E) )
Mr Moore )

l'1r Evans )

Mr Monck )

Mr Odling-Smee)
Mrs Lonax )

(xo ro) Item I
only

]tem z
only

Papers s

-¡g

. í.

ii.

Íii.

l_v.

V"

vi.

Budget: pubLic ExpendÍture (SÍr A Rawlinsont s minute of 7 February)

Economic Effects of Lower OiL Prices (Mr Ker s minute of 7 Febnruarry)

Budget Packages (Sir D Vüassrs mÍnute of 7 bruary)

Progress ReporÈ (Mr Kempr s mj-nute of 7 ry)

Medium Term Financía1 Strategy (¡tr g sr minute of 3 February)

Monetary Targets in 198 842 Ml ( Monck I s minute of 26 Janua¡ry)

ITIIM 1: Progress RePort
Public Expenditure

The Chancellor noted that the Chief Secretary and Sir a Rat¡rlinson envlsaged

that Budgetary proposals for public expendíture could be charged to the
Contingency Reserve up to a maximum of 8,350 million. It was also noted
that any excess over glOO millÍon should reduce t,he fiscal adjustment
pro tanto"

oil
2" Noting that the uncertainties about the future oil price h¡ere if any-
thing greater than in the run up to t.he L982 Budget, the Chancellor asked

t,hat consideration be given to the case for not only making clear at Budget

time the oil price assumption underlying fiscal plans, but also taking
powers to adjust these plans in mid year if the assumpt.ion proved unfounded..

A sophisticated version of the regulator might be appropriate. If the

1
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oil price fell more sharply than ant,icipated, excise dutÍes on petrol and

derv might rise. AlternatÍvely, if the price stayed higher than expected,
some fiscal relaxation - eg a further move on NIS - might be feasible.
ft was suggested that action to raise the duty on petrol and rderv would
be readíly understood, but that actj-on to lower NIS would be harder to
explain. It was also noted that the effect on inflation and on monetary
growth of a sharp decline in the oil price would be faÍr1y small. A

short study on what form of regulator would be most appropriate, and whether
and how it should be announced, \^ras nevertheless commissioned.
(Action: Mr Middleton) "

Packages

3" It was agreed that Lord Cockfield should be asked to put forward, by

14 February, any proposals he might, have for a tourism package"
(AcLion¡ Chief Secretary) " The "fairness in taxation" package should be

read,y - wiÈh the other packages
(Action: FSTr/MST (R) ) .

Sudqet balance

4" The Chancellor reported that the balance of opi-nion in Cabinet on

3 February had been in favour of a Budget along the lines so far emerging,
ie weighted more towards tax reliefs for persons than for industry.
He nevertheless wished to test the arguments once again, In a tour de

!êÞf_e_, it was pointed. out that the proposed bålance of the 1983 Budget
would only partially offset that of recent Budget,s, which had been tilted
heavily in favour of industry; that business was pressing for action on

the income tax thresholds; and that the balance \'ilas in fact pretty even,
if the Autumn Statement measures were taken into account. It was also
not,ed that action on thresholds would be beneficial to indust,rj-est costs,
in that. ít should encoì-rrage further pay moderation. On the other hand,
it was argued that public opinion would be surprised if tax thresholds were
raised by as much as 8\ percentage point,s above revalorisation.

5" It was agreed that the balance of Budgets A and B in Table A of
Mr Kemprs minute of 7 February \^¡as probably about right; Èhat of Budget C

2
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v\¡as however ¡reriraps tùlt,ed. too heavily in favour of the pers.onal sector.
The Chancellor asked that for the overview meeting on 15 February the
progress report should present an assessment of the balance of the
alt,ernatives then on offer. (Action¡ Mr Kemp).

ITEM TT: MTFS

MTFS: objectives

6. It was agreed that the MTFS should again open with a general stat,ement.

of tft" Government's medium term objectives. It should be along the lines
of t,he formula in paragraph 5 of the MP paper attached to Mr Burns| minute,
though the second sentence should be revised to read,¡ "The objective over
tJre med.ium term is to contínue reducing inflation, so providing t'he fourdation

for the sustainable growth of out,put and emplolzment".

MTFS: treatment of the exchanqe rate

7. It was agreed that the MTFS text should. be prepared on the basis of
- no major change in the L982 exchange rate formula

MTFS: monetary ranges

8" ft was suggested t,hat a reduction in the monetary ranges to 6/J-0,
5/9, and 4/8 for Èhe three years 1983-84 to 1985-86 might be appropriate,
t.aking account of the progress already made, and as an encouragement to
more. It was also noted that such a reduction would be helpful as a way

of increasing the credibility of the inflation forecast, should an optímistic
variant of it, be chosen. On the other hand, it was argued that the best
course would be to hold. to t,he 7/LL, 6/LO,5/9 ranges, both on the grounds
of prudence, and because further reductions might creat.e new fears"
The Chancellor , noting that a final decision was not an immediate requirement,
asked that text should be prepared on the basis of last yearts guidelj.nes for
1983-84 and f984-85 (ie 7/IL and 6/].A) and a further I per cent deceleration
in 1985-86 (ie ro 5/9). (Action: MP).

1983-84 PSBR

9; It was argued that the options for the 1983-84 PSBR $¡ere not only
E8 billion or E7 "5 billion: there was a case, particularly in terms of output,

âJ
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for consÍdering 98.5 billion. It was however noted that this would
probably mean a substantial i-ncrease on the L982/83 outturn; and that
recent exchange rate movements had both provided a boost to output and

increased the arguments for caution over the 1983-84 PSBR. The

Chancellor concluded that a 1983-84 PSBR of, above Eg billion need not be

excluded. He however regarded Ê8 billÍon as the central case. If in
the end it became clear that g8 biltion would permit a fiscal adjustment
of only Ê1 billion or less, he would wísh to look again at 88.5 bÍllion:
conversely, if ít became clear t,hat it would permj"t a fiscal adjustment
of EZ billion or more, he would wish to look again at 87.5 billion.
For the moment, the MTFS drafts should be prepared on the basís of
9,8 billion. (Action: MP) .

PSBRz L984/5 and L985/6

10. The Chief Secretary suggest,ed, that, given a 1983-84 PSBR of g8 bilÏion,
the MTFS should show E7 billion in igA¿-gS and E6 billion in 1985-86.
This would demonstrate downward pressure rather more convincingly than did
variant A in Table 5 of the MP paper, but would be less harsh than variant B.

Mr Burns and Mr Cassell saw advantage ín variant, A - E8 billion again in
1984-85, and E7 billion in 1985-86. The Chancellor asked that MP work to
a path showing 2Z per cent of GDP in 1983-84, 2\ per cent in 1984-85, and

LZ per cent in 1985-86. The final choice would probably be between this
path, and that at varÍant A. (Action:MP ).

MTF S: economj-c assumptions

II" It was agreed that work should proceed on the basis of the assumptions
set out at column A in Tab1e 9 of the MP paper (Action: MP).

L2" It was agreed that texts of the key MTFS passages should be avaÍlable
for consideration by the Chancellor early in the week of 14 February.
.4, meet,ing with the Governor would. then be arranged, either lat,er that week,
or early in t,he following week.

, /,n^ ?,,u
", "r_:**""

lP ¡ o KERR
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