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Mr, Heath said we bed—38 matters to settle in the next 13 hours.
Would startwwith family allowances, » On the point that we shall
do it through the tox system: (1) is this feasible; (2) the
point that women wi%i no longer get the allowance because the
matter will be dealt with by reducing the man's tex liability.

npit-m ek
ield. . If matter handled jn the way suggested in the
i.e. by giying the man a cheque to be cashed apainst his
', then ‘aTX4iht, © “Canhot work-it through the PAYW system as
such, In effect the proposal is that if the man is entitled
to family allowance, he has a form or book of vouchers to rive
to the employer, which is set off against his tax liability.

—Hould have -to-have-seme-form of accountin~ for this, to make~ sure

euployer had pai&;gVer correct amount of tax plus correct amount
of family all .

Id,Balniel. Glad to hear scheme is feasible. It really srises
out of Barney Hayhoe's suggestion in his pamphlet "Must the
Children Suffer?", DBasically the trouble is that a lot of woney
is wasted in what is an expensive but unpopular form of
assistance. I'rom -that-point of view, it has its difficulty.
lloney going to people who do not need it. The real purpose

is to eliminate child poverty, and the universal subsidy is not
big enough to alleviate poverty where it exists. We put forward
this supgestion as a way of fopamg tying it to the tax system.

Would like to raise the question of whether we can as a larty
look at a rationalisation of the whole process of taxing people
heavily, paying out subsidies in large amounts, and then clawing
it back again, Family allowances are the classic example of
this sort of procedure. Txactly the same thing happens with
pensions and with many social service benefits. There are also
in the tex system itself a great number of allowances which I
would regard basically as social services. lMrg. Thatcher's
proposed tax allowances for the xwmxdf§ over-65's is basically
a kind of social subsidy or service. Special tex allowances
for the blind, for children. So far the FIG has not had an
overall look at the whole firld of supplementary benefits,
National Insurance, family allowances. Fawily allowances and
housing the two classic fields of taxing people, subsidising and
then clawing back, fields where we are not at the moment
concentrating them on the femilies which are in neéd. ‘e talk
a preat deal about concentrating help on such families.

We will still need to give subsidies for slum clearance,
building old people's houses. Logic inexorably lecads ms to
bringine these subsidies into the tax system, and one day having
a kind of reverse income tax. Could not we as a xkuxk Part
have a look at the whole question of this transfer of money f -
taxing people highl{, paying out vast benefits indiseriminately,
clawing it back again. Could we have a Group to study the
mattprg Only serious study is that of Friedman in the States.
Barney Hayhoe's is the only political pamphlet on it in this
country. Have pot the IFA to write a gamph}et, but have my
reservations about their logic, and it is written in an

unpolitical way.
/ 2] L en
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Yr, Heath, TFG has discussed this in preat detail. Two aspects:
(1; Mechanical. Can announce that tlie tax is so much ... ...
do it in one transaction,

(2) 1In the first instance, say that if you have such and such an
income and femily of such a size, no help. The only people

who will get it are those with certain wage and certain number of
children

The second position is what is expected.

Mr, Rippon. The paper does refer to the objections coming from
the people who object brcause money was paid to the mother, and
say it is no good money poing to the man, The money is meant to
go to the children, and in the problem femily it never does.

Must devise some means of giving to the mother the right to claim,
where it is felt groper that family allowances should be paid.
Would have to apply for a book if income of family was below a
certain level,

Mrs, Thatcher. Then if you take the book into the Post Uffice
everyone knows you are below certain level. She herself does
not collect family allowances, because no advantage to do so.
Lady Jrllicoe and Mrs. Hogg do collect the allowance.

Mrs. Thatcher gets her tax relief after writino to Iecwcastle.
She sees no hope of reducing the administrative cost. The
allowanee Las to be decided by the Departuent, and has to be
notified. Tach year Newcastle have to write to eheck up on
pogition = whether eldest childtas left school, etc.
fecounting throuch the employer will be just as complicated.
She ean see no saving ng administrative cost.,

Yr, Godber. Not opposed to Id. Balniel's philosophy, but against
the scheme proposed for different reasons, There is the canger
that money would appear to be taken from the wife ... ...

e are proposing (throurh our apricultural and VAT policies) to
impose extra burdens on the housewife by puttine up food prices;
and to compensate by reductions in taxation - which affect the
hugband; and husbands may not give the extra money to the wife,
Mr, Barber. Assuming we gave family allowances only to those in
need - bearing in mind they are liable to tax - what would the

saving be?
h sewill, £200 to £250 million.

[%, kalniel, The families who are very poor need umore fouily

allowances than those at the breakeven point of tax - we are not
achieving this at the moment,

Absurd to go into details of administration now.

I »

We npgg no more then a small alteration to the existing sentences
in the draft Manifesto. As long as we take the decision in
rinciple that we will do this, it is hopeless choosing in

BE osigion between three or four methods of administration.

A1l we need is the decision en principe, Hr. Barber agreed.

o asked what one said when oonfrqntrd on Panorama with a

ecific question on the subject. lir. iacleod: answer mist
ggick to the position in the draft Manifesto.

/ iMr. HMaudling
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Mr, Maudling, We cannot claim this as additional saving in
Gov~rnnent expenditure,

Mr., Macleod. No change in the total income of the families
concerned, Referr~d to the sentence in para.l.

Sir Keith Joseph. But this is going to cost money. i rople with
no allowances would pay less tex, and this would balance out.

Mri fieath. You must be payins a lot of tex Lefore you lose the
allowance.

Sir Keith., Very little change, More money for those who really
need it will mean preater expenditure. Referred to the fipures
given by CPAG. £15 a week gross, £13 o week net: these people
probably need. 30s. a child a week to bring them up to the
supplementary benefit level. The complicated socisl problems

here are intense. These people we ure concerned about are

in work, If you leave this sentence in the Manifersto ss it stands,
there will be at least a half to a million children who will

need 30s, a week more, equals £75 million a year. Tven if go

only half way, would need £35 million a year.

Id, Balniel. Uelighted the scheme is administratively possibly.
Fntirely sgrees that one does not want to be specific in Manifesto
about methods, The problem is that child poverty oxists.

Figures are that there are now threesquarters of a million
children living below supplermentary benefit level.  wxxssons
What are we roine to do about it? All w e can say is that the
economy will get going, wages will go up, etec., ete.

But the problem exists among t! ose in work. Those out of work
can get supplementary benefit; those in work cannot, and it is
there that the poverty exists. Can we devise a system to
help them?

Sir Keith. If VAT is going to lLave the effect we hope, surely we
will have to inerease family allowances.

Mr, Heathe <e¢ o.. Tfigure used to be % million children, now
up tO é I]]illion ee e s0e 000

Mr, Yacleods We did in FFG have this point very much in mind,
and have put aside £100 million for relief outside taxation,
and therefore this point can be partly met. Fossibly an
alteration needed in the Manifesto: but the point has not been

forgotten.

S ith. (?) Deluded with words eeee eeeee S0 lon: as we
realise we have a problem.

Mr, Walker. Talked about family allowances and housing subsidies.
Loe R £12 a week man, 4 children, council house, receiving
pubstantial rent rebate ard substantial family allowances = how
gossible is it to eive him any incentive to earn more as subsidies

1BappPaI‘. ssne eses

/ Sir Keith.
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Sir Keithe +es oo 100 per cent surtax on the poors ee..

Labour have utterly failed to deal with the problem, e have
to go back to crude wethods. Must wait for nelp from the
Civil Service when in office. Carnnot dc any more until .e have
the Civil Service to help. Barney Hayhoe with all his skill
mxxkuzwisder has not cot the knowledge and statistics.

Mrs, Thatcher. You incresse the rnumber of the poor by the
mntﬁod you are using. [Ilr. Houghton was very anxious that lLe should
not use a method of family allowances which would e: couragre people
to ro on bhaving large families which they could not afford.
Me, Hopg, Does not see prople procreating just to get these
small allowances.

ir Keiths There are so many ecmployments in which these people

cannét, with the best will in the world, earn more; many are
pecple who are working very hard.

Mr, lleath. The cuestion of the lower paid workers. The real
point about this paper is that we thought we saved £20034£250 mn.,
now find we are xgmximi spending £100 million more. [(he real
oint seems to be those people who still get family allowances
?part of which is taken Eack in tax, but part of which they keep)
who cannot be said to be in need: can we save government
expenditure on these people?

Yr, Barber. Thought this was always the implication behind what
we said in "Maie Life Retter". But does not see the point of
shifting the benefit from the wife to tie husband.

Mrs. Thatcher. if make this shift, it ceases to be a family

allowanceqg. Views of Women voters.

Mr, Havh This is sdid in the last sentence: it remains

a remarkaglp answer that there is no distinction between the
reaction of men and of women on this, Two years ago, women ot
an increase in disposable income, and the men adjusted the amount
egiven in housekeeping allowance. On Mrs. Thatcher's point about
it not being worth taking the family allowances in certain tux
situations, he said this applied only on surtax (not on income tax)
and that one must be a long way up the scale before it applied.

se s 28 000 530hd| &l?do see see c e

As you ro up the surtax scale, the figure cancels out.

. Wondered how many of the mmxe mothers answering the
oll questions thought they would be included among those to be
gaprind of allowances. Thought many would not really unders:iand
the question, and that most would imegine they were in need.

Mr, Walker. (? Cuestion) does not mention the husbend's tax.
Sir Keitli, Lower marginal rate of income tax. As the tax
package works, people will have incentive to earn more; &nd a
year later this would be better for the country ... ...

Mﬁ' Barber. One switches the system solely to give added
advantage at the margin. , :
/_ir, Heath.
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Mry teath, Must clanpe the systom completely, not mechanically.
If »ou want to make Joseph's point, must say family allowances
will in future go only to people below such end such an income.

Mr, O « JYou are now bang on tte target voter - the woman.

Sir Michael F'rager. The original idea Lehind family allowances in
this form wvas that it was the most selective method at that
unselective time; that you actuvally paid an allowance to the wife
which she hoed entirely within her spending power, and depending on
the financial situation of her husband he paid some back if in a
osition to do so. This was, he thoughf E9L5, and one of the

st Acts of the Coalition. The thought then was that this was

a more selective thing to do, both in work and out of work.

Mrs, Thatcher. HLad re-read kimxxmt the Uebate on tbis recently.
One of the reasons for the /ct was that it was a method of paying
the fomily more, which couldn't be done by wages.

ﬂﬁ;_iﬁﬂill- On the polls aspect: did ask threre or four questions
18 months ago, which all came up with same answer - that ma jority
of women thought it was a good idea to have the allouances
means-tested. Ref. to para.6. Could tie whole thine in with
the tax package. You could make it part of the reduction and
simplification of the tax rates and allowances, and the fact that
you would have the extra money roing only to those in need would
help you to compensate for some of the harshness of the otber
proposals. This would be a more accurabe way of compensating

for the tax packace at lower cost.

Mr, Heath. That is to say, bave a (?) tariff, those with so
mich money and sSo many chiidren would get so much. .11If you
do it with people who are not paying tax, have no means of ... it.

Mr, Cockfield, This would simply authorise the employer to pay a
man money instead of the Post Office paying it. It is of course
perfectly feesible administratively. uestion is whether it

alters anything at all other than the accountine. What you are
doine is saying that you will give the man = either in his own
pocket or through the employer - a book of vouchers which he ¢ives
to the employer and cashes them. Administratively, perfectly
feasible. Whether it is desirable is a different matter altogrther.
If vou want to save money - which is I pather the original objrctive
- there is only one way to do it. Pay less to people in future.

No other way of saving money. This really means that in the
eroup of people who are at present receiving both a family
allowance ang a cash allowance, ¥kxy will have to take one or the
other away from them in whole or in part. If you want to teke
away the income tax allowances, the only feasible way of doing it

is on kht lines of the paper written for TIG which in effect said
that the income tex allowances was to be (?) equated in amount
with the cesh allowance. And you then gave the man option of
whether he took the cash allowance or the income tax allowance;

but whatever he took, he did not get both. The number of people

who would opt to take the income tax allowance would be relatively
/ small
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small because the only ones who would benefit from it in these
clrgumstancrs would be the people who are at present liable to
surtax.

The only other way of saving money is to go to the other
extreme and abolish the income tex allouence altogebher -

Sir Keith., = which ruins the tax package.

Mr, Cockfieclde These are the only alternatives if you wish to
save money. It would mean that a lot of people in the

middle bracket would have a reduced benefit compered to the present.
Under a scheme of this sort, the great majority would opt for the
cash allowance, and only the small number above the surtax level
would take the income tax allowance.

Id, Balniel. This is cnvincing if yur only objrctive is to

save money. But if you think of tryin~ to eliminate poverty, we
are talkine about people who are not payins tax. Under our
Administration - as things get better - we hope poverty problem
will become smaller and smaller., If you have universal fewily
allowances, will have to pay larger and larger allowances for

a diminishing problem. Seem to be two solutions: (1) automatic
concentration, through the kind of scheme we are advoceting.

(2) extend benefits through< means-tested benefits, in the

field of those who are mmk employed. Tlis needs very great care.
Involves, for instance, agricultural worker, teacher, etc.,

living below sqFElementary benefit level, who would Lave to be
means-tested. inks one has to keep the stigma of the means test.
If extend help through the tax allowance, NIT would do this.

MYr, Hayhoe, Para.7 does it.
Id, Ealniel. Diminished incentive.

Sir Keith., Many of these who need help are unskilled workers
with bad employers, who cannot earn more. They are often
disabled = often employed by hospitals, coal boards, etc.

Mrs, Thatcher. You cannot introduce NIT just to help solve
this problen.

Sir Keith. Increased family allowances ..... ... to the lowest
paid is the quickest way of helping.

Mr, diﬁpgn. Use the social services for those not benefiting
from the tax chenges. Get maximim number of tax exemptions.
Then have to use the social services as a whole, Treat whole
thinc as a social service payment - nothine to do with taxation.
ess sos There has to be some social payment for certain people.
There is of course an element of stigma.

Id. Balniel. Mr. Wilson has alrecdy tried the "means-tested" cry
apainst our policies. If we extended supplementary benefits to
the field of employment, we would be in trouble.

/ Hr,Barber.
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Mr, Barber, Is there any other way of helping people in need?
The proposals in this paper are proposals to switch to the
tax system. vould have thourht it was compgetely out.

If you are goine to provide the help only for those in need,
then t!inks payments oucht to go to the wife, This can only
be done through means test, mx#t of those in work, and this is a
ma jor decision.

Sir Keith, Mr. Cockfield says it could be done throush the
employer.

Mr, iayhoe. Aprres with Mr. Logg : in resl terms nolso important
switching allowance from the wife to the husband, though
olitical +es «s. could be made a big thing., The research shous
hat the wives who get these things feel they should not be
gettin~ them,

Mr, Barber. The majority of wives asked were wives in families
not in the pgreatest need. If to switch the system, then it would
po to the husbands.

Mr, Dourlas. Second column under income tsx paid relevant here,
Sir Michsel] Fraser. Are not we thinking a little statically?

of the situation today? We hope that when we ar~ in office
the situation will change, In the imn~diate situation now,
gwitching t is from the wife in the greatest need does not make
sense, But he is not at all sure that we are not jumpine this
fence before it is there., As standards rise - as we hope they
will - and it needs Eart of our process to see they do - then
will come a moment when you could look at the matter agmin.
Then would be a different situation, and Xim the limitinc factors
on size of families might begin - with greater education, etec.,
to a plﬁ in areas other than they do at present. Mr. dogg is
riphg that the lergest families are those in the richest en

of the spectrum (which is a pood thing) or at the other end, in
incompetent circumstances.

Sir Keith. Child poverty often occurs in the smaller familirs
of 1 to 3 childeen.

Mrs, Thateher., How far did Research Dept. go with idea that such
families should apply to the local authorities for maintenance

rrants = like the maintenance crants for school clothes, etc:
these are means-tested.

Mr, Macleod. We are beginning to confuse two things - the abolition
of poverty and what we do about the problem of femily allowances

in the conteit of our tex package. These are different probleus.
If we argue, as Sir Keith and Ld. Balniel do, that we must po all
out to relieve poverty in this field, we must argue arainst the
case arpued by Maurice ilacmillan in the field cf health and the
case to be argued in education, etc. 1 think the right way of
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dealing with this is to use the present sentence in the Manifesto,
brough uR to date. That is our position at the moment.

We would like virtually to abolish family ellowences, which is
implicit in thi#s sentence. Use the money for the reduction

of taxation and for the increase of £100 million to supplementary
benefits. Do not think we can take on board & commitment

more or less to abolgsh poverty in the family by the route of

the family allowances which I repard essentially as part of the
tax package,

Mr, tioge. The problem about abolishing f'amily allowsances is that
es sse-ssssstlready tax-bested and the result is that if you
abolish them, the surtex payer feels it least, but the tarset
voter feels it most, and ghn poverty-stricken person who gets
an allowance benefits. But, broadly spreking, what you are
doing is to benefit child poverty at the expense of the middle
spectrum of parents, which is just the way to lose votes at

an election, even if it were just. You are really subsidising
the poor at the rxpense of the middle band, If you ere going
to subsidise the poor, better to do it at expense of the parent
who is paying surtax,

4r, Psrber. In pure political terms, would not be afraid of this.
I do not thirk the ordinary middle cless person would mind very
much losing femily allowances, because they are an unpopulsr form
of allowance, And I hope we can devise a system to do what
Tein Macleod/ wents to do - to save morey., 7:7 Does not think
initial system, until para.?7, is worthwhile, Am I not right

in thirking that if we want to save the Txciiequer and lLelp

those most in need, it mst mcan means-testing those in work.

Sir Kpi ;h. Agrppdo

Ealniel. Does not visuslise such a scheme only affrcting
family allowances, or that it would be done in first year of
office, Referred to the American Covernment having started
major examination ofxgmym this kind of concentration of the
tax system to help these people. Fveryone else is trying to
do this., Minimum income puarantee system. More and more
pressure. Seems logical thing to do. If our solution for
families in work and in poverty means means-testing, then
solution not wise,

¥r, Parber. ‘lready happening over rent rebates.

I suppose, teken on its ewn from the administrative

Mr, Ho§¥l_'|.

point of view - to help those who most need it and sive
proportionately less to those who least need it - present system of
clawback is good. But when you add this to our taxation system,
then every incentive to reduce complexity and level of top

taxation.

¥r, Carr, If ever going to move to personal rather than ... ...
XMX ..., Would presumably ally the two togother.
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331.1‘_%21%!1 You could meet the need to help femily poverty
within the £100 million to & larke extent. And by increasing
femily ellowences and clawing back from ... ... ...

Lr. Walker. If reckon £7 rent for council house - say, reduce
it to 2, subsidise for £5. Then family allowance on the seme
basis .. ... «.. talking about £8 margin. Only if they earn
up to £8 more, there is no incentive.

Sir Keith., Come back to ennouncement about Commission on Poverty,
and deal with the immediate problem out of Macleod's reserve
because the problem is so complicated.

Mr, Hoge. HMust finance the operation not out of the middle band of
income s
HMr., BRewlinson. Could not legislate on this in first year.

Mr} Rippon. Ieave it as lain Macleod has said.

. If Jain Macleod's package carries with it abolition
of femily allowances, this is going to be absolutely impossible.

Mr, Macleod. As said at EPG, would abolish femily allowances,and
pay through supplementary benefits. As fer as the tax package is
concerned, have put aside £100 million for supplementery benefits
and any heiﬁ given to the femily. It has not been forgotten.

Do not think we need be more precise than updating para.l, which
everyone agrees to be fine. The sky did not fall in when these
words were used in "Mpke Life Better". [ It was not the words
thet frightened the birds. Laughter. ]

Sir Keith. We are to spend many scores of millions of £s improving
position of unearned incomes. Here are 5 million people living
under supplementary benefit level, lmillion of them children;

and here is a link with crime, squalor, and poor housing.

Mr, Heath. We don't seem prepared to do what is required.

krd, Belniel, We ought to try and prepare ourselves. Plenty of
people have written works on poverty and tax - Howell, K.Beker

Tim Fortescue all interested. We cannot have a blee&ing hearts
campaign if in fact we are going to remove the one basic element
which is relieving poverty. Suggest we have a Commission.

icoe. Is there any reason why we could not have a group
wlthout necessarily announcing it?

Mpr, Macleod. It exists. EPG; and a coummittee under chairmanship
of Terence Higgins, which includes Brandon Rhys Williams, has been
congidering V%% Everyone comes to the conclusion thet MIT is &
splendid idea but virtually impossible administratively.

/ Sir Keith.
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Sir Keith. This is more ambitious then we need. We need to find
how to relieve poverty of those in work.

Mp, Heath. The problem has lasted for centuries - how you relieve
poverty and still give incentive. Has lasted since Elizebeth I's
time! Even Douglas Houghton has not found the answer. I remain
cgnvénced that we do not know the answer, and must get some people
who do.

Mp, W . Must see services (health, education, etc.) are
available. Do more in housing. Then left with margin of
clothing end food.

_I_-lm_._M‘c_er. Heve not really tackled the problem on education
front. jery old slum schools. We probably need nursery schools

with free food.

Mr, Qg;:f. In this enquiry, well aware of the vast snags. Problem
of the low-paid worker. Pros and cons. of minimum wage ought to
be looked at. The cons are enormous. I have always thought the
cons were so great that ... ...

Lﬂ_.jl_u_iﬂ_. Minimum wage does not take account of number of
children, etz.

M . Other countries do it.

r, Hesth referred to work of wages councils. Sir Keith: these
are being abolished. Mr, Heath. The people not covered are
those who slip between them.

Sir Keith. Problem still emong the lowest paid workers.

Ij;:i Hogg., What is the cost-effectiveness of emgloying a men with
a large family, out of work, which involves a subsidy from public
funds? Answer not self-evident.

; . Someof these lowest-paid workers are in the
CD column on the cherts,

. How do you answer the specific question, "Will you
increase family allowances?" (from CPAG and others).

Heath: policy cannot be pre-empted.

1d, Jellicde. We may have 12 months to look at it. Suggest have
a group. Mr, Welker. Hopes it will be & private group.

/ SE/70/13.
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SP/70/13. Other Issues Beauirine Policy Decisiong

1. Resiona) Fols

MM% How can they be sclective? Discret-
ionary grants under the &l Employment Acts.

Joseph. If we shift over in the ... ... & different systenm.
Want to lean towards the Locel Employment Acts system.

{b) Crex Areas

Mr,Godber referred to Hunt's proposel about more building without
IDCs in the grey areas. Mr. ﬂgagﬁ. We have to reduce diserimination

between development and grey aress.

“r, Hogg. Regional administration centres would have the effect of
considerably assisting the grey areas. Mpr, H,g?m. Most of the sue cae
«es would be in the grey areas. My, Hoge. Much ancillary stuff
would come there because of administrative centre (see under ¥).

Mr. Barber. Do we have to say how we are going to choose grey ereas?
Sir Keith. Say, we shall use some of the REP savings?

Mp, Heath. The enswer for the grey areas is flexibility.

Et_._ﬁuhge_. see D.9 of the manifesto, refers to "all ereas" - we
ave not said this before. There is great concern in the grey areas
but this draft covers them.

Sir Keith. (%) Switches. over £20 million comitment if we
ecoatinue it. Could get the money out of savings in the development
amas L ] *e &

Mr, Douclas. Do you want to keep grants under the local Fuployment
Lets for grey areas

Sir Keith., It would help increese flexibility if we could
occasionally help an isolated spot in a grey area.

Mr, Heath., Don't mind maintaining Locel Employment Acts, but trying
to move away from the whole subsidy system. £20 million a lot of
money. Doesn't support soup-kitchen economy{epproach.

Sir Keith. Improve the infra-structure.

%_&Lbﬁ{,a Key word "maintain®", Say that where necessery we shall
ready to provide assistance. Mr, Heath. What is needed is some
different words. ¢+ nmuch money is poured out and is

ineffective in result.

/ 2.8teel



Sat. 9.15 p.n.
S

2. Nationalised Steel

Sir Keith., Has a document from the private sector suggesting their
altefnative. There are various forms of words, various objections

oen N ]

Minareage™, - instil™ cix e

Mr, Barter. ©No political steem except see oo

M, Maudling, .+ ... Barber formula ...

Ur, Death. We camot expect to return to the original structure

of the firms., Do not know what the structure will be. Will
introduce competition in the industry.

e SALIRES

A Hag;ggd: Weakness in the Covemment scheme is that there is no
form of equity link, Smell savers are going to demend such a link.

Mr. Maudling. Surely there is not en equity link in the G)vt.scheme?
%_zigglm We want to encoursge the tax relief for the SAYE savings
t have an equity link.

. Building societies which have link with assurance are
more attractive then eny Govt.scheme. You get e life essurance
rebate on it, being & contract. Must do something along this life
aassurence line. Then have a system of actively canvassing it.

Mp. Rippon. Must avoid over-pressuréng into a govt. scheme.
The present system helps the surtax payers most.

r, Meudling. We should help privete schemes end improve the Govt.ons.
Mr, Heath. Give special help fOr sees oes

Hr, Welker, Lctually, the contractual schemes of the govermment
ere not doing well, ’.H.l‘..l‘k:_ﬁ.th- This and CGiro have been flops.

Mr, lacleod. This prebably goes back to the fact that people do nmot

save under Socialism. There might be a revolutionary chenge in
savings under us.

Mrs,Thateher. Have we dropped the system for giving tax relief in
the year in which you mede the saving?

{ + DBrian Reading's scheme was that it would come to PAYE
diately., = this was (i) in the paper. (ii) could be very

expensive.
/ Mprs Walkep
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ar, Welker, The government's policies on taxation rebetes maked
a great difference to the exact dzrectlon in which savings go.

“e should look at the factcrs making an impact on movemsnts in
direction of savings.

4r, Heath. Docs not like phrase "close the loopholes™ in (i).
"Baamed Brian Feading's scheme as more i instiv ctiv

than the present Govt. scheme. e do aot want (ii), because very
expensive,

Mr, Hayhoe. use phrase "e more sensible scheme”,

sy jQusles. Lrian heeding's scheme is in effect "elosing loopholes®™.

Elg, Heath. use such words as "We shall introduce a more imeginstive

SC.’.IE;_.E L - ea .

t‘i_ 3 -1 i

#r, QQQE:.- Report was made about (Christmas time by group which had
been working on «hite Fish. Suggests this should come to Shadow
Cabinet in due course. ¥r, Heath. Teke it this Wednesday.

Barter referrcd to proposals made by the Cripps Committee on
(ai ta..a*lon (b) other matte“s such as rights and position under
the law. &uggasted that ¥r. Macleod might make recommendations to
the Shedow Cabinet.

r, dfscleod. ilr. “endling end I have met representatives of the
Cripps Ctee., and have agreed the major tax proposald - the separate
esxE toxation of women at work.

xxemrix Si said Mr. HOgg and he had seen
representatives of the ttee also. Most of their points could
easily be sdjusted, and he could set out quite a few recomnendations
woich would be at tract ive to the women's organisations.

: said this all went back to the 1%9Y Perty Conference,
uLere it was agreed that the Report of the Committee be considered.
She had sent mpresentatwes of the Committee to the Shadows
concerned. She thought we must report to the Women's Conference as
to what are the definite items of our poliey.

M, Beeth. Sir Peter Rawlinson and HMr. H should report to the
Shedow Cebinet which points we accepted on the civil law side, so that
these could be discussed by the Sjadow. Mr, Macleod and Hir. “eudl ing
should submit ihe answers on taxation. !4, Mecleod said these could
be ennounced at the Women's Conference.

said thet a slight redraft in the Menifesto would cover
eve nge.
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Taken in earlier session.

-

said the Covt, White Peper on the Maud Report would be
out on Wednesday. No adventege in setting out detailed poliey

in an election camgaign. He wented to make four points.
(1) The Government have put it the wrong way round: ratiomalisation
before Crowther reported. Cannot decide until heve the answers

on relations of central and local government, devolution, ete.

(2) They have not looked at f ons of local government.

Would like say in principle, that we think there should be two tiers
in local government, and that the lower would deal with local
amenities. Also in drawing up boundaries for future local
government, should take account of whole machinery as at present

- difficulties of Manchester, Cheshire, Lancashire, etc.

Not going to legislate for one or two years.

Broadly, say in favour ... ... must look at reletionship of ceniral
and local government.

¥r, Heath. If you don't legislate in the second Session, will not
do it in next Parliament.

Mr, Q%Elﬁ. Wheatly Report on Scotland has recommended two tierc.
Matter has had a first debate in the Scottish (Grand Committee.

He is going to take same sort of line as lir., Welker. Mildxzaije=
Still collecting views. The Government heve only just got the
first locel authority reactions - a White Paper expected in Hay.

Mr, Heeth. The general citizen's view of all this is very different
from those of the people actually involved. There is a great risk
in appearing to stall or dither. ... ... In general, people want
locel government done more efficiently by fewer people at lower cost.

Mr, Godber. It is on the county level that you get the emotion.

Mr, Bogg. Still convinced that the right end of the stick is to
devolve from Parlisment on to the big authorities ... ... Then
don't run up against problems of a Kings Lynn with its regalia poing
back to King John, and meke ... ... & more effective administrative
weepon. This is Crowther; and you solve quite adventitiously a
lot of problems, and help on local taxation problem. You elso solve
a good many profalems on structure of heelth services, law and order,
and a great many on education.
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#r, delker. This is Crowther. The Maud Beport is on the
existine functions of locel guvernzent; and no one, including
ourselves, kes looked sl whal centrel goverment functions you

cowic devolve, To do this is wvery difficult if you =re not in

Govermzment. Suek devolution should be the main purpose of our
miom.. LN ] -y LR ] LR L N
Zr, Doge. Basicelly, the system is top-hesvy at the centre.

This leads to everything being over-centralised in Ioudon, &nd so
meny problems become impossible overnight.

ir, @“slker. Urben end Rurel Districis heve got combined statement
in which they agreed to do ewey with whole kost of orgenisetiions.
AKC might come fo some egreement with County Councils. e hawve got
locel suthorities to egrees to considersble rationeslisation.

To stert imposing Heud withcut examining functions of cenirel govt.is
heeding for trouble, especially in our party becsuse of mumber of
party workers lirked with cespaigners.

Hr, Hoec. Iocal perties hoatile to Meud, Hostile basiczlly on the
supposition that Haud tekes ewsy from the grass roots what they wish
to retsain.

¥r, Welkpr. Haud put local councils es an optional extra. We can
get over th.is; by saying we will have & bottor tier, end & tier
teking power irom the central goverment. ¥ust ebteck the Govt.
for not comsidering this,

&._Riﬁg thought the Dreft Memifesto and Mr, Welker's work has hit
the right belence. There wts not encugh am devolution, &nd no
regatd to finence. This is & holding operstion; does not give
izpression we ere going to do nothing.

h&%‘. This is right. There is quite & lot of pressure,
especi from pec in Jocal suthorities, to say something.
Be thinks we cen this position, If the election is not far
scze zonths, people may think we ere in favour of - not beceause
we have nol made up our minds, but becsuse we heve 0t condemned him.
It would be very helpful if by the summer we could heve the sort of
statezent which Hr, Walker has made today as to why we ere not

to support the Covernment con this, x:ﬁgg; seid he
would in fect heve to spell ocut our attitude on | nesiay, on the
White Paper. Our prinsiples would upset one or two citiés.

h._%mhopod that if Mr, Walker wes going to spesk on Wednesday,
ke mmthinonthmehm.mth&tweouldiuthnld

the Parlismentary Party, in which there was az lot of pent-up feeling
egainst Mand, which was very strong. If Mr. Walker will say
scmething ebout the second tier st onge, &s soon &s the White Peper
is publisghed, this will help.

"8 S8 saa»

/ Exr. Beath.
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_Hg:._{i_egfg. Are we saying we can do nothing without another
Commission? This is the line labour would take in attacking

us during the Debate, And the Crowther Report will not come
in for about 5 years.

dr, Rippon. We cen point to our record on CLC, on Teesside,

Sir Alec Dougles-Home., In the Scottish context ;. we have looked
into financial flexibility for the local authorities. This
involves difficuly unlese we are prepared to say regions cen raise
texation on their own. You would have to have something like a
Royal Commission on this before you could give really substential

financial powérs to regionel ereas. The whole subject is too
diffiocult for anyone but a special body. iir, Bippon seid there

had been eight Royal Commissions on it alreedy tais century!

We could teke a decision on payrocll tax.

I'g;: Joeks +es os._an area of sufficient size where local texation
other than national revenue could be significant, have got an area
to which could give sllce of taxation ... ...

Mr, walker, Departments have to decide what they can get rid of
to these authorities. These sure ell fundemental policy Jecisions
as to how much power ig to be devolved out of Whitehell. I am in
no position to advise,

Mr, Hoze, Would like to see ministries iurned into inspectorates
and such things as hospitals teken over by provinces. Taese would
be like Stormont. [%’f.ﬂﬁllgﬂ:s but this enormously affects
the tex packege.] On such things as hospitals, schools, we have
a model 1n Stormont.

i « GCreats to Scotland from Whitehall ere given in luxp sum
to the Secretary of State for distribution to the local authorities,
but in practice they have very little flexibility in the use of the
noney because of having to comply with national sianderds. This
does not amount to much financial autonomy. Mr, Hogz. This is
not so in Northern Ireland. On the whole, the e:ount of trouble
we have avoided there (in spite of the communal troubles) is
nobody's business.

_Li._ﬁalm%;: In effect, we want to do what Mr, “alker sugpests -
hend over ge sections of central functions. s W
ir, Feathe .ve oos Hust be clear whether we are putting off

decision on Meud for garty or national reasons; or do we genuinely
telieve thet we cannot reech conclusions without other information?

Ar, Welker., If just looking at existing functions, then go for
two-tier system, with rationslisation of boundsries (not as
suggeated by Maud, bul more like the Eresent counties)., If we

want to do more, must start looking at provincial ereas, and at what
functions they might have, end therefore what size of units would be
needed to teke myax certain fungtions out of Whitehall: .40 see

ees soe Our inquiry on GLC, Problem of duplication of officials
and functions. Teesside, waste of local authority facilities.



Sat. 9.15 v.m.
=17

we need uuch wore detail of what it means to have such large
authorities. ... Fresent sysuvem needs rationelisation, out it
wust be sensible, in two tiers. we must tnen lock at existing
functiOI]S see osne

Government fundamentally wrong to put iaud before (rowiher,

i mpvell. in Scotland we have a two-tier syetem, and would not
like to nave to wait for Crowther. I hope we could produce
legislation to reform local government in at leest the second year
of office. ‘There is a great gap on finance which neither Maud

nor Wneatley was allowed to tackle. Froblem of dividing the debt
of existing local authorities as well as Sir Alec's points.

Sore thing will need to be done urgently.  Would not deal with
devolution from centrel deperiments until later.

Mr. Rippon. The &et of 1933 gives us wachinery.
Hr, iogw. ‘The ultimate problem is that of borougis and counties.

¥r, Kippon. This is basically a finsncial problem, which we tried
to tackle by percentege grants insteed of ... ...

Mr. fogg instanced specific example of Oxford borough end Oxford
countys would one amalgamate them?

y ‘ber, What lir. Welker says this week will te of great
significence. We must not commit ourselves to time -consuning
comnissions if we have io aet in our second Session. Mr,Walkers
basically, we can make certain smalgemations. By second vear, we
may have decided am certain devolutions ik ere poesible,

‘Sj'ulﬁ' If you comnit yoursélf too quickly to too small a scheme,
you will not be able to do this twice.

M. alkey. lhe provinciul tier must be left open to say what
functions cen be moved ees oee

e, Godber. It is lhe second tier that matters.

; .ath, Thinks it best to hold hend for & day or so after the
publication of the White Peper. The middle tier of Maud's three
is the one that gives us perty security for as long as we went it,
as we do get the counties. lir. Macleod: sure this is right.
} : remember what heppened wien we iried te do this on London
started to chop off bits of Surrey see s.e
Ly, Heeth. We were pushed off what was in our party interests,

Mr, Whitelew. Ve shall have to move softly to caten this particular
monkey. Our members in the country districts gll think they are
going to be swallowed up by the towns.

'he meeting ed journed at 1l.15 p.m.

T

/Sunday, lstieb
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