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CHATRMAN 3 NOTIES

Polley Group on Taxation

Although this group 1s relatively far advanced its members
have, of course, been engaged with the Finance Bill,

On Capital Tranefer Tax the first alternative you might
wish to considey Is whether Conservative Policy should be to
repeal the tax completely or "draw ite teeth'.

In either event what sheuld go in ita place? Would we
return to Estate Duty? Would the CTT as amended in the way
suggested in Appendix 4 be any less anomalous than Istate
Duty? Would we be prepared to have no tax ontransfers of
capital even at death?

ment income of . One alternative ig a2 top earned rate
of 60% with a flal surcharge of 15% cn investment income.
Other alternatives are set out in Appendix C.

The group %gests & top marginal rate of tax on Invest-

On ¥.4.T. they propose initially that the minimum turne
over requirement be ralsed from £5,000 to £10,000. In order
to shift graduslly some of the bu¥Ten from t to indirect
taxation they suggest firgt reconsolidating the V.A.T. rates
inteo a single 1 rate and subseguently in cne or two jumps
raising it to 15%.

They are e¢xzamining methods by which smailer firms of a

proprietary character could be given further tax encnuraﬁement.

They suggest abollashing Stamp Duties and taxing deals in
shares or land through VAT cn brokers and agent's comemission.

On Secial Security eome of the group wish to fax short
term benefits aﬁs belleve it can be done adminigtratively
while others bellieve that the goals to be achieved can only
be achieved through the Tax Credit Scheme. They also propose
a significant increase in eccial security econtributions
replacing the whole of the Exchequer contribution teo the
National Ingurance Fund 3 !
contribution (Paragrapha o and Appendix E
——

ownership of assets.

l In Appendix F they offer some suggestions for encouraging
(:" wider

They aleo suggeat Indexing the personal tex threshhold

“not 80 much so that the Chancellor iz liable automatically

to forege the extra revenues which inflation may bring to
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the Exchegquer but to require him fo Justify the inereases in
taxation which result from non-adjustment of threshholds.

Social Services Policy Group

On the Health Service the group recommend increasing
p§g§g;lﬁ'{on obarges o raise an extra £30 o £35% millior p.a.
ol revenlls, moving the  Area Heaslth orities altogether
and giving the Regional Health iuthorities co-ordinating
powera; rapealing the Health Servicea Bill or amending the

restrictive cleuses so as to allow the expansion of pay beds
in the NWHS. They advocate the restoration of tax rellef

on employers medical insurance schemes*as a means ¢f encotraging
“THE ﬁi%ﬁ@aﬂi secﬁﬂ'{m Teduolng the straln on the NHS at
~ e cost of between d £10 million per annum.

They are examining the continental systems of health
insuranc¢e and believe & system of payment and insurance would
raise extre finance and also make people aware that treatment
has to be paid for, but do net recommend any manifesto
commitment.at this stage except in the most genersl sense.

Thelr recommendetions on veluntbery organisations are
summarised in the four sub-headings at the beginning of Page
3.

Their detailed recommendations on Social Security part-
icularly the treaiment of self-employed will be found on
Pages 4 and 5 and on Page 6 they recommend re-affirming the
pledge eventually to abolish the Earnings Rule and in the
meantime stand by our preoposals to raise the earnings limit
from £35 to £59 per week as from Aprll 1977.

*  Strietly speaking employe®s even now do not pay tax
on their contributions but the value of the contrlbutions
iz counted as part of the employses income for tax. The
group's recommendation is that the earlier position where
no tax was attracted should be restored,
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The Wain Proposals relating to CTT in Appendix 4
Shorthand Summeries

Reduce rate of 0T generally.
Make close relatives pay less OTT than othera.

Insulate CTT liability from some of the effects of
inflation.

Remove snooping cbligations on prefessional advisors.
Remove periodic OTT cherges on discretionary trusts.

Enable snnual tax free gift entitlement to be carried
forward indefinitely during giver's adult 1ife,

Have game CIT relief for agricultural landlords as for
working farmers.

Restore in CIT the provisions which benefitted woodland
owners under Eatate Duty.

Remove element of double tazation where CTT and CGT
beth apply.

Epable giver as well ag reciplent to pay fax by izmstal-
mentas.
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LEADER'S CONSULTATIVE COMMITTIER

Hinutes of the 117th Meeting held at 3.00 p.m. on
Honday, 21st June 1976, in the Leader's Room at
the House of Commons.

Present: Urs. Thatcher (Tn the Chair)

Mr. Whitelgw, Sir Keith Jossph,

Mr. VMaudling, Sir Geoffrey Howe,

Mr. Bym, Mr. Gilmour, Mr. Peyton,

Mr. Jenkin, Nr. St. John Stevas,

Mr. Heseltine, Mr. Reison,

Mr. Maude, Mr. Buchanan=-Smith,

Nr, Bdwards, Mr, Heave, lirs. Oppenheim,
Mr. Biffen, Lord Thorneyercft.

Mr, Atkins.

In attendance: Mr. Butler, Mr, Stanley, Hr. Patteni
Mr. Douglas, Mr. Ridley, Mr, Boswell,
Mr, Nichelson, Mr. Mockler {for Ttem 2)

Apologies: Lerd_Cerrington, Tord Hailshem,
HUr. Prior.

Policy Group on Pexpticn: Second Interim Report

Sir Geoffrey Howe intreduced the paper ICC/76/116,  There
wag 2 discugsion ag to the status of the propossls and it was
agreed that they formed a resmsonable mtrategic basis on WHichH

0 present our policies between now and =n election whenever

that was called, ¥hile it was toc early to put them inte

precise form as eventual proposals for an election, emy in two
years® time, because the Btate of the sconomy and the revenue

from verious taxee would by then have changed, they could certainly
Berve as interim proposzls on which to fight an early election,
What ve actually published in any Manifesto would have to be
decided et the appropriste time.

The verious proposals in the paper Were discussed in turn,
and were generally agreed, subject to the Pollowipg points:

i. Wewerenot likely to be able to reduce the genmeral burden
of taxation in the first few years becauss of. the over=
riding need to cut public expenditure,

ii. Hovever, fhere was an urgent case for reducing "enterprise
© faxation”.  This package would include:

. cuts in the top rates of direct taxation.

b. EBarly steps to mitigate the effcots of Capital
Transfer Pax on emall husinesses, farms, historic
houseq etc., and to ensble family businesses to
be paseed on to the succeeding generation,

[+ Changes in tha atructure of Capital Gains Tax so

that it d4i3 not ab 4 result of inflation mct as
a wealth tax.

teeso/HOTE 1.
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NCTE 1. It was recognised thet it would take around 3 or 4
years to develop & comprehensive system of capital
taxation to replace Capital Trensfer Tax and Capital
Gains Tax, However, the develomment of interim
proposals was a priority befors the next election.

2. We should bear in minpd our previous Manifesto pledges
ragarding the gbolition of estste duty en transfers
between husbands and wives.

iii. Tt would cleerly be dsesirable $o link our changes in
"enterprise taxation”, if st all possible, with some
acroge=the=board reductions in the burden of indirect
tax either by raising thresholds or by reductions in the
standavd rate. We should seek to get ecross the argument
that direct taxation needed to be reduced not only for
incentive reasons but because of the ridiculous enomaly
regarding the poverty tran. -,

iv, To balance cur proposals on direct taxation, particularly
those on the higher rates, we should need %e prepare a
sslective poverty package, involving, for example, tha
digsbled snd one-parent femilies.

Va We should not commit ourselvas to figures for the
reduction of the top marginal rates of tax but we would
refer tc¢ the Furopean perallels and we would equip MPs and
candidatea with details of the arrengements in Euronean
countriss.

vi The reduction in direct taxaticn would necessarily
involve the preparation of s package for the increase of
indirect taxes, one element of which would imvolva a
return %o a eingle rate of Value Added Tax. This would
be linked to specific refeorms in VAT including an increase
in the minimuwm turnover requirement o 515,000 rather than
. 210,000 s propesed in paragraph 9.

vii With regerd to social security contributions we needed
to move graduslly to cut out the Exchequer contribution
to the Nationel Insurance fund, There were difficulties
in mutting the whole burden on employer contributiona,
and we accapted that because of the company liguidity
poeition we could not move to Furopean standards of
welfere taxstion until we had restored presperity to nearer
the Europesn level, Theae particular proposals ne:ded to
be leoked at in more detail but the general line wasz mgreed.

Appendix F: Wider Bhars Ownerhship

There was a discussion. The general lggiuciglas were agreed
tut no figures were aa yet determined. 18 Was an lnportan
sapect of the task of adapting the capitalist syatem to modern

conditiona. T+ was also egreed that ve should prepare proposals
for e sevings scheme.

2. Interim Report on Sociel Services

There was & discussion on the first pert of this paper and
the follow: inte were g H

i. Cur main objectives wers to restore morzle ir the Heslth
Service and help sclve the problem of financ'ng it by
encouraging the development of private health insurance.
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ii. Private health services nceded to be integrated into
the FHS, and not kept isolsted from it. Prescrinticn
charges gheuld be increased.

ili. We phould restore the tax relief to smployees in respect
of BUPA contributicns paid by employers. ‘Wa should also
encourage etployers and unions to nerotiate over assistance
for health insurance,

iv. We should encourage BUPA, etc., and the doctors to give
evidence to th: Royel Commission on the cass for increasing
health insuronce, with, s# o long term eim, the posaibility
of raiping 20 per cenmt to 25 per cent of the NHS costs
vin ingurznce. '

Ve We did not wont a new buresucracy teo police the provision
of vey beds ir NHS hoepitale, Ve should leave this to
the medical professicn itself, Thera might be a role
for the Health Services Board to establish criferia.

vi. Regionsl, Ares mnd District Heslth Administration., We
ano encourage 6 Hegiona to experiment on wnat admine
istrative structures best wet their perticular needs.

The only general consjraint would be through cash limite,

vii. It would be appropriate for a Minister (perhape onme sitting
in the Hoube ¢f Lords) to bd responsible for liaison with
the voluntary organisations.

viii.On the self-emnloyed, we should promise an open enquiry
on their Wationcl Insurance contributions and benefits,

Othar Business

2}  Lindsey 0il Refipery Ttd (Financial Assistance)

It wae agreed that we should vote zgainst an Order under
the Industry ch Yo provide finencisl aseistence, Hr. Heseltine
would inform Mr, Micheel Brotherton of that decision.

b) Oabinet Confidentiality

Ers. Thatcher reired the question of the speech over the
weekend by Mr. William Price, stating thet in the context of
the Cabinet leek over the Child Bepefit iseus, there wae a

tendency te leak a wide veriety of Cabinet information. There
was g discussion snd ib wes agreed that:

i. Mr. Peyton would ask the Lord President whether the
Government accepted or Tejected Mr, Pricets view snd
vhether, bearing in mind the comment by Sir Douglzs Allen
that the track record of inquiries inte lesks, such as
the Government had pu$ in motion, wes not good, what
alternative procedures they intenfed t¢ adopt o restore
confidence in Cabinet security.

ii. If the reply wae aot satisfactory, we would move the
adjournment of the House under Standing Order Fo, §.

iii. We would ceonsider devoting a half Supply Dey to the
sub ject.

veses/¢)  Bhadov Cabinet Security
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¢)  Ehadow Cabine: Security

lira. Thetcher raimed the matter of a leak in the Daily
Mail of vhst cppearsd to be some of our policy meterial on
home ownership. There was a discussion and it was agreed
that it vae necessary that those members of the policy group
together with the officers of the relevant backbench committees,
even if they were not mewbers of the polisy group, should ba
kept informeé of what our propesals were. They should not,
however, see the pepars that the respective Shadow Spokesmen put
before the Shadow Cabinet..

d) Paséihla reptoration of co-pperation with ths Government
over 81lnesa

There was a discussion on what Herms ve should seek for
agreeing 3o return to nermal co-operation with the Govermment -
Vihip*s Office over pairing and other business arrangements.

It was agreed that: . .

i. Once: the vote had been retoken on the recommittal Motion
over the Aircreft and Shipbuilding Industries Bill we would
return to normal co-opsration, even though we might not
have won the vote. .

ii. Ve reguired smunderstarding that in future changes in
pairing would not be made without sgresment between the
two Chief Whipe.

iii. We could not agree to & voluntary time table over the
Adreraft and Shoipbuilding Imdustrjes Bill, amd if the
Govarnment insisted on moving Guillotine Hotioms on thig
ant other bills, we ghould recopsider cur proposal io
return to normal co~operation.

The Heeting closed at 6.10 p.m.
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