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From the Prixate Secretary 	 12 September 1979 

PERKS 


The Prime M i n i s t e r has read the d r a f t passage on perks 

f o r the C h a n c e l l o r ' s speech t o the I n s t i t u t e o f D i r e c t o r s whibh 

you e n c l o s e d w i t h your l e t t e r of 11 September. 


The Prime M i n i s t e r i s w o r r i e d about the tone o f the d r a f t , 

which i n her view g i v e s the i m p r e s s i o n t h a t the Government i n t e n d t o 

i n c r e a s e o r i n t r o d u c e the t a x a t i o n of perks i n such a way as to 

undermine the t a x c u t s which were g i v e n i n the Budget. She i s not 

so concerned about those on h i g h incomes, but she b e l i e v e s t h a t 

t h e r e c o u l d be a very adverse r e a c t i o n from those on middle incomes 

who p r e s e n t l y enjoy s u b s t a n t i a l b e n e f i t s i n k i n d . She a l s o 

b e l i e v e s t h a t i n any d i s c u s s i o n o f p e r k s , the i m p l i c a t i o n s o f 

i n c r e a s i n g t a x a t i o n thereon f o r company f i n a n c e and pay b a r g a i n i n g 

ought t o be taken i n t o account - i . e . i f t a x a t i o n o f b e n e f i t s i s 

i n c r e a s e d , companies w i l l have t o f i n d a d d i t i o n a l cash t o l e a v e 

t h e i r employees no worse o f f ; and the h i g h e r wage and s a l a r y i n c r e a s e s 

which t h i s w i l l i n v o l v e c o u l d have r e p e r c u s s i o n s on pay b a r g a i n i n g 

g e n e r a l l y . 


The Prime M i n i s t e r has asked t h a t , as a minimum, the d r a f t 

s h o u l d be changed as f o l l o w s : 


( i )	 I t s h o u l d r u l e out e x p l i c i t l y any a c t i o n on t h e 

t a x a t i o n o f perks b e f o r e the next Budget; 


( i i )	 i  t s h o u l d make c l e a r t h a t any i n c r e a s e i n t a x e s on perks 

w i l l be p a r t of the o v e r a l l s t r a t e g y t o reduce t a x a t i o n 

i n net terms and improve i n c e n t i v e s , and t h a t 

a c c o r d i n g l y o f f s e t t i n g a c t i o n w i l l be taken so as t o 

leave p e o p l e g e n e r a l l y no worse o f f . 


In a d d i t i o n , t h e Prime M i n i s t e r c o u l d not understand the l o g i c 

of the l a s t two sentences on page 5. 


I am cop y i n g t h i s l e t t e r t o Kobin W i l l i s (Board of I n l a n d 

Revenue). 


M A H a l l Esq 

H.M. Treasury 


t P. L A N J S E S I E R 
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