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The Taxation Policy Group {s <xamining the whola tex st rs, the
need for chimge and the scope for veductisns in rates in the peried
ahead. Some of our initial conclusions are set put helow:

1. Gegeral Approach

We intend to place the mnin emphesis on an equitable desl for
savers and work pao;;le end thelr faullies; a.d 4
WIOWIT; unfairness in the present tex structure, The incentive
arguments, ilch we have used so much in tha past T valld, Dut
&5“aTe oot convinced that they have cut umeh ice in gluiul present-
atlon and we think the time has come to establish a far more vivid case
for the Conservative approach to taxation. In general, we intend to
develap our detailed proposals from this positive and cohereat positien,
which enables us te go wvch more onto the offensive in tex Tatters.

2. Doies of Tax -

Our duclared objective should be to bring United Kingdowm ax Tates
down to the Europeen Community nowm. Curtent UK. rates, particularly
on savings, sre far beyond anything te be found in the E.E.C.

3. Scope for Guta
We realise the limitstfcus en any posals which reduce Revenue,
especially at the moment, But we shall ba samming in leter reports

(a) that the Perty's broad aim is shifting substantial rescurces .
from the public sector into investment and exports will enable
and mesn mejor fiscal clienges; and we zhall require guidance
on the amounts invelved,

(b} that in the short term our resdiness to move to a higher
standerd rate of VAT {with abolition of the 25 per cent ‘luocury?
i—'_ rate) rives us sente fiscal leawsy elsewhers.
(c)

that some cuts are desivable in themselves, particularly in
the savings area, and are consistent with our medim term
strategy. .

(¢} that cuts in taxes on savings notonly have a il or negative
effect on final demend but that the cost of such cute will in
many caszs be Zerv, or negative even in Revenue terms; we
intend to bring forward wmitk In support of thia view. In the
meantine, proposals for cuts shovlcd take this inte pocomt.

4. Minlmewm Legislation

He share the viow that new tax lLegislation should be kept to a
minlman and that the time is not sultable for a further vadical re-casting
of the tax system, hewever desirable, Changee that we proposa will be
diracted to Turther simplification,

5. Schedule of Mork :
Because of the time scale, we have doncentrated so far on taxation
on cepital and savings. In our view, on early statement on the oul:unea'
= of arvative fox tal texation is desirable. A more ﬂ
balanced picture will edarpe whén ve a the tax systenm
es g wiwle, In the Meantime owr inftdal thoughts are s follows:

fess (a) gepital
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. (e) Capitsl Transfor Tax .

As an interim measure we would faveur the reductfon of
effcetive ratas half abolighing the prossing-up provision,
The eight years allowed for payment ghould alsp be extended.

A mora radical chenge in line with our commitment to repeal
CeT4Ts would be to eliminate life-time sdcumilation andfor

to move to a donee-based tax. (The estimated yield of C.T.T.
in the cwrrent year iz £150 million).

(b) Wealth Tax .
We believe that a Wealth Tax malkes no sense either from thd
polnt of view of Revernue or s t feel that a -
Wealch tax should therefore have a place any finel package
we se. If g Wealth tax comes into be
asgime office we shall have to return fo this subjact, when
we know the details of the tax,

(c) Capital Gsins Tax

We favour tapering out of C.G,T. over a geﬂ.od of sgven years,
This mipht halve the current yield of £325 millien Tn X h.l_‘
year, — R .

. (d} Investment Inesms har,

We will probably recomnend asbglition of the I.I.Ss If
necessary, we would ba prepar o Gee s £ income

tax bAnds to compensate for its abolition.

(e) | Stamp Doty
We will also aim fox the abolition of stamp duty in the
cepltal taxation package, The cost swwould be £200 million and
we would want to persuade our Em-ogean partners to go the
same way, e wilf return to this in deteil later.

(£) Development Gains Tax and Lommunity Lend Tax

We will be lialeing with Mx, Raison's Group on this, . Urben
redevelopment and new Imi.lding on farmland represent two
distinet problems which should pe separar.e1¥ considered and

] we ahall m forvard further proposals. In the interim }

Eerlod we d give priority to the abolition of the first
etting charge.
(g) Savings

© We are examining ways of de-institutionelising savings in
order to put the private inwestor in a better pesition vig a
wis the pension funds end insurance companizs. We will be
bringing forvard proposals on worker shares » emall savinpgs
and owvmership of Eom:ls in netionalised induwetrics and the
problem of negstive reel interest rates. We might start with
the reversal of measures by the Labour Governmant against
stock ogt!.ona and share aavisf schemes., We intend to liaise
with other groups concerned with worler participation end
worker co-opergtives to provide now opportiunities in these

diractions. K

§. Further Uoxlk
In the next stage of our work we shall be developing our proposals
on the pofnts outlined above; and will also be examin af bax credits
and soclal security bemefits, indexation of msm » changes
in business taxation and sn 'inﬂiracl: taxdtion ot . We have
reached & preliminayy view in favour of staying wi.:lie
system awl will be doing further work to reconcile 1

feve ite potentiamlly
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itg Eotentially very high costs, We shall also be locking, st the
possibility of moving to a monvcumulative system, particularl; in view
of the role of PAYE in subsidising strikes, and the possible admin-
istrative gain, ~Ue shail also put forvard a g:o sel to saet a: overall
ceiling on the proportisn of Income that can | aken in tex annually,

Decisions requirveds:

1) Approvel by the Shadow Cabinet of the general approach.

11) 4 view from the Policy Sub-Comittee on the smount of resources
available for tex reductions in the yoars shend to 1979,
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