From: 'The Rt. Hon. Sir Geofirey Howe (U MD ‘B q*

HOUSE OF COMMONS
LONDOMN SWIA OAA

CONFIDENTIAL 28th November, 1978

hoo bgor

I have, of course seen a copy of Adam Ridley's note of
23rd November on this subject and am now enclosing a copy
aof the note whigh Nigel Lawson has sent me to the same general
effect.

V.E.D.

As you wlll see, both Nigel and Adam are more inelined than
T am to support the case for getting rid of VED, on the grounds
that this will reduce tie Swansea Civil Service by 800 out of
5,000 people. Not only am I doubtful whether this would actually
happen {and certainly the public would notice no difference
because they would still have to deal with the Licensing Centre
in a virtually unchanged system of annual licences}, but I am
also doubtful whether it makes sense to lose £3800 million annual
revenue in order Lo save a very muech smaller sum in Civlil Service
manpower. Il we wanted to get rid of a manpower expensive tax,

hich now produces no net revenue at all, 1t would make much more
senge to abolish dog licences!

However, my maln concern 1s to echo as strongly as possible
the warnings contalned in both Adam’s and Nigel's notes to the
effect that we must avold getting the Party Iinto the position
where we vote (In debates on next year's Flnance Bill) against
increases in petrol tax. 1 say this for two reasong:  ee—

a. If we do so in the context of a parallel reduction in VED, we
shall be totally defenceless against a charge of irresponslibllity;

k. Our plans for cutting income tax must Imply a wlilingness
to raizse indirect taxes, including petrol tax, particularly
in light of the fact that petrol now costs less in real terms
than it did five years ago and less than in any olher
European country.

You may like to know that Arthur Cockfield (who takes a fairly
neutral view about the inftrinsiec merits of scrapping VED for the
salkke of higher petrel tax) well remembers his experlence when he

and Tony Barber considered the same polnt in 1970. He wrltes as
follows:

"we both took the view that our basic objective was fto 'switch'
taxation from direct to indirect and this had been made clear
by Teh Maclecd in his speeches at party conferences. It was
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"broadly inconsistent with such a policy to start by
getting rid of an o0ld and trusty indirect tax yleldilng,
ag it then did, upwards of £A00 million. True it was
proposed to compensate by putiing up another indrect
tax, viz. that on petrcl- but if you put up the petrol
tax for that reason, you wouldn't be able to put it up
Ioer some other reason - for example as part of the
'switching' policy."
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