





FROM: I R MACKELLAR
11 March 1983

MR HALL cc: PS/Chancellor — M
PS/CST
PS/FST
PS/MST (R)
Mr Monaghan
Mr Page
Press Officers
Mr Johnson
DF

BUDGET RADIO AND TELEVISION

Ministers have undertaken to carry out 18 radio and television engagements
next Tuesday and for the rest of the week. We may expect others as
comment from, say, the CBIX, TUC, Institute of Directors and so on is made
public and as the more esoteric points of the proposals are digested.

At present, the list looks something like this:

Chancellor
15 March
evening Budget Broadcast No 11
evening COI Radio 'London Line' Robert Wilson No 11
16 March
7 am BBC Breakfast Time "FrankBough/Aliscon Mitchell Noll
7.30 am AM Douglas Moffitt Bridge Street
8.15 am TV-AM Peter Jay No 11
17 March
6.30 pm Question Time : Robin Day et al Greenwood Studio
18 March
10.45 am Jimmy Young Programme Jimmy Young Broadcasting
House
Chief Secretary
15 March
ad hoc BBC Budget Programme Robin Day or
John Tusa Norman Shaw
ITN Budget Programme Alastair Burnett Norman Shaw

|
IRN Douglas Moffitt ‘Norman Shaw






7.15 pm
3., 45 pm

*10.35 pm

BBC Radioc 4 Budget

Programme

BBC TV News

J/ITN News at Ten

Channel 4

BBC R4 World Tenight

Newsnight

Financlal Secretary

15 March
5.45 pm

16 March

11.30 am

MST (Revenue)

15 March

6 pm

Central TV

BBC Radioc Stoke

anglia TV

*These times are provisicnal

Rcbert Willlams

James Long
David Rose
Sarah Hegg

{discusslion)

{(discussion)

Reg Harcourt

Chris Ramsden

Malcolm Allsop

[ Ma kTR

IAN MACKELLAR

Norman Shaw

Norman Shaw
Norman Shaw/
Wells Street

Broadcasting
House

TV Centre

Wells Street

Norman Shaw

Wells Street






BUDGET CONFIDENTIAL

OM: RIG ALLEN
vTE: 11 Mach 1983

. — )CHANCELLOR Mr Kemp C
Mr Hall n 1/
Mr Ridley
Mr Harris

CHARTS FOR THE BUDGET BROADCAST

At your meeting this afternoon, you suggested that the final column of Chart C - on

inflation - should be slightly amended. It will continue to be animated, and could show:

a. The average rate of retail price inflation under the present Government, taking
into account some or all of the forecast period, with a caption perhaps saying "1979
onwards". If we take the period to 1984 HZ the figure works out at about 10% per

cent.
b. Some intermediate position, say the average inflation rate in 1982, 81 per cent.

C. The latest (January 1983) RPI inflation figure of 4.9 per cent - this was, of

course, already to have been shown in Chart C,

2. I have spoken to Margaret Douglas about this idea. We are both a bit concerned about
putting in any intermediate figure - eg the 8% per cent shown above. In her view this would
be a very difficult idea to put across, with viewers liable to get confused. The essential
point - how we are now doi

you just show (a) and {(c).

3. I must confess to being a little concerned about Chart A on unemployment. It will be
very difficult for you to avoid the accusation of misrepresention, however carefully you
choose your words, when the final ¢
million, accurate though that figu
statistic that is surely well establis!
you really want to take the unem
unemployment levels at the end of
million in 1964, 0.6 million in 1970, .






BUDGET CONFIDENTIAL

.
today. This does not quite show the same inexorable rise, but it is arguably a more honest
presentation. The alternative, as I say, would be to make the point about the rise to 3

million very clearly and explicitly in your text.

4. I have told Margaret Douglas that I will let her have your reactions to these points on

Monday morning.

2%

RIG ALLEN
EB
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FROM: E KWIECINSKI
DATE: 11 March 1983

Chancellor
PS/Chief Secretary
PS/Economic Secretary
PS/Minister of State (R)
PS/Minister of State (C)
Sir D Wass
Middleton
Moore
Kemp
Hall
Andren
M C Mercer
PS/Inland ‘Revenue
Mrs Hubbard - IR
PS/C&E
Mr Howard - C&E

SEEERE

BUDGET PRESS NOTICE: ENTERPRISE AND SMALL FIRMS

The Financial Secretary has seen the Press Release attached to your

note of 10 March.

He is comknt with the Press Notice, subject to

the minor amendments to the CTT paragraph 1 spoke to you about earlier

today.

U

E KWIECINSKI






FROM: I R MACKELLAR
11 March 1983

PS/MST {REVENUE) cc: PPS ~—
Mr Hall -
Mr Monaghan
Mr Page
DF

MINISTER OF STATE(R)'S ANGLIA TV INTERVIEW : 15 MARCH

I am grateful for your minute of 10 March: I am still trying to raise

Essex Radio to rearrange the interview.

2. I spcke to Malcolm Allsop this morning. He was delighted that we

had been able to rearrange the Anglia slot at Wells Street.

3. He will be in the press gallery during the speech and wondered
whether, if you had a spare seat in the car, he might trébel with

you to Wells Street. It would have the advantage that, if you were
delayed by a few minutes, the Minister and Allsop would have had an
opportunity for their preliminary chat. He is an amiable companion,

as the Minister knows.

[An ANV Ay

IAN MACKELLAR






FROM: I R MACKELLAR ~ N
11 March 1983 \

PS/FINANCIAL SECRETARY cc: PPS —
Mr Hall
Mr Monaghan
Mr Page
DF

CENTRAL TV INTERVIEW: 15 MARCH

Reg Harcourt says that, in case the Chancellor's speech lasts longer
than expected and the 5.45 pm appointment slips, he is trying to make

arrangements to do the interview live from Wells Street at 6.30 pm.

For the time being, of course, the present arrangement stands.

IM/MW Wav

IAN MACKELLAR






FROM: JOHN GIEVE

DATE: 11 MARCH 1983

ipal Private Secretar
naghan
MR MACKELLAR mim nall

. Mr Page

BUDGET DAY BROADCASTING: CHANNEL 4 BID AND ROUND-UP

The Chief Secretary 1s content with the programie of interviews
proposed In your minute of 10 March,

—

Jo

JOHN GIEVE
11 March 1983
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FROM :

DATE :

MR MARTIN - cc

BUDGET PYRESS NOTICES

A P HUDSON
11 March 1983

o fm . L]

v g wrimva muwe v GATY
PS/Financial Secretary
PS/Economic Secretary
PS/Minister of State (C)
Sir Douglas Wass

Mr Middleton

Mr Moore

Mr Kenp

Mr Hall

Mr A J White

PS/Inland Revenue

Mrs Hubbard - IR

The Minister of State (R) is content with the following:

/o

a. The press notice on Tax Measures to Assist
Charities (your 10 March minute to him);

b. The items he is responsible for in the

press notice on Enterprise and Small Firms
(paragraphs9, 19, and 21 in your 10 March minute

to the Financial Secretary).

A P HUDSON
Private Secretary

BUDGET CONFIDENTIAL






BUUGEL SECRET

FROM: M A HALL
11 March 1983

MR RIDLEY cc Chancellor./”/
Mr Kemp
MrRI G Allen
ﬁ; garris
& A ‘\,
Mr Dogbs }i$ J
Mr Kerr

BUDGET BROADCAST
Your redraft of yesterday.

2. If I may say so, I think this is coming on well. I have

one or two comments.

Para 1

I still have'slight misgivings about this paragraph, more about
the wording than the sentiment. Could I suggest the following
changesg:-

First sentence to read "the problem is that successful
broadcasting is sumnamsed +n ha all about.....

Tratvrmdhl Aanntaram +n mmeand Naa cc;ss ssmand o a2 L3 4. _ L

e wn rmam R e B N I O ] A A PaAs W WLl b} B

Page 2. Surely Australia has come to be identified with
labour troubles and other economic problemsg? Should you
not use Holland as a better example?

M AL

Page 4 top line. This sound complacent. Might we not say

"and the result is that we are getting inflation under
control too". A

Page 5, first complete paragraph, last sentence. If we Bay






"but we in the Govermment" the point is made more clearly.
Page 7. Worth quoting the number taken out of tax here.
Page 9. I like these two last paragraphs. But I don't
think we should overdo the "slow and .steady". I would just

take the phrase out and leawve the final setence to read
"its the policy we are sticking to because we know it works."

Wy

M A HALL o
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FROM: MISS M O'MARA
DATE: 11 March 1983
MR ALLEN - without charts cc Chief Secretary

Financial Secretary
Economic Secretary

Minister of
Minister of

Mr
Mr
Mr
Mr

BUDGET BROADCAST

Kemp )
Hall

Ridley )
Harris }

I attach the latest version of the Budget broadcast.

State (C)
State (R)

without
charts

The Chancellor would be grateful for any comments, except on

the charts which by now are effectively fixed, as soon as

possible on Monday morning, and in any case not later than lOam.

Movy

MISS M O'MARA

BUDGET CONFIDENTIAL
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metor bikes from Japan,[cars from Germanyf shoes from
o lesmel ) o

taly.
! During all those years our economy was getting weaker{]

If we're honest with ourselves, we've known for a good

time now that we faced a long haul back to real prosperity.

What's more, Imrthe—lasse—few—vyears the rest of the world
N Prsr s 0wty Ha lonr y=asss bs, wwinepla, < s
has »an into difficulties as well. In—s&E0ng countries,
J./I\a Ly tash RS-}
slike Germany or the United States,- unemployment has been

[

going up even faster than here. It's a world-wide problem.

That's another reason why I was right to tell you, three
years ago, that it'll "take more than one Budget, more even
than two or three"™ to get things right: "because these
things take time."

He
Of course, some people still argue that, Government could
take the old short cut, and create lots of new jobs - just
by lashing out more Government spending - by borrowing more.

Aobeud b sedf ~
But they really should know by now that that 'a recipe for

. Lu_t !

e
disaster./

It doesn't work, because it doesn't last: 1in a year or so

inflation is galloping ahead; the Government has to slam on

/the brakes;










































BUDGET CONFIDENTIAL

first. But this year I've been able to cut it quite

a bit.

Not by cutting the rates,but by raising the point at which
people start paying income tax. That's the best way to

_ 7 o g bt -
give most help to the low-paid. Aore—thana-million/

low-paid workers who are paying tax now won't pay income

tax at all next year.

We need to strengthen incentives in Britain at all levels.
But particularly for those in the so-called poverty and
unemployment traps who all too often find that it just
doesn't pay to work. By raising the starting point of
tax, I've bheen able to give them a new sense of hope.

And I've started to put right a problem which has been

growing in Britain for 30 years or more.

/Every measure






I 1'113

e
A futt s hedy

10

Every measure in this Budget is designed to help the
recovery which is now getting under way. And 1t is,

you know. Slowly, but surely.

There are more houses being built than a year ago;
more goods being sold in the shops; more cars, more trucks
being sold; and more of all these things being made in

Britain.

That means that as the world recovery gets going, Britain
will be really well placed toride the crest of the wave

instead of being swamped by it, as we've always been before.

Of course we won't see unemployment come tumbling down
overnight. That's a problem the whole industrial world

is going to have to cope with for quite a time to come.

But there is a new mood of realism and determination in

the country.

It shows up in th § igur rt
l"‘L_.

figure att ion figu:

produc igu 3t everywhere you look.

That': e I

since we toc

t0 because v
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BRITISH BROADCASTING CORPORATION

LIME GROVE STUDIOS LONDON W12 7RJ
TELEPHONE 01-743 8000 TELEX: 265781

TELEGRAMS AND CABLES: TELECASTS LONDON TELEX

11th March, 1983

TNA
Me R allen
MA  cermyp

I thought it might be useful to list the charts we are

now preparing.

They are:-

A.
B.
C.
D.
E.
F.

Unemployment

Inflation (up till 79)

As B. but with animated 79-83
The Borrowing Burden
Manufacturing Productivity

Tax on Jobs

Attached are very rough skeiches. Final work on F can only be
done on Tnesday afternoon.

&mL w’l\\( Lm {

/
/k\g\\ﬁ/u\}\—o—‘{/

Margaret Douglas
Producer
Current Affairs Group, Television

Martin Hall, Esq.,
Press Secretary,

The Treasury,

London S.W.1l
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BUDGET BROADCAST - 10 MARCH, 1981

Yes - in many ways, it's a tough Budget. And times

are tough already for a lot of people.

I know. Because in the last year I've been to a
lot of the places where people are suffering most from
the recession. To Northern Ireland, South Wales,
Clydeside, and the North. And, of course, I've met
the businessmen, whose firms are being squeezed, The
people in public services trying to keep up standards
despite the cuts. And, worst of all, those who'rs

locking for a job - some of them for quite a time.

So, if the CGovernment understands how grim things
are the obvious question to ask is: What are we doing
about it? And I've got to start by explaining that there
are some things we can't do anything about. We can’'t
for example cut ourselves off from the rest of the
world. And at the moment a lot of other countries are
facing the same kind of thing. Unemployment's going
up in Germany, in France, in most western countries -

even Japan.

Because we in Britain have been making things
especially hard for ourselves. Dver quite a number

of years. We've been pricing ourselves out of jobs.

/Becauss our






Because our pay’'s being rising much faster than

pur production.

Soc our costs have been rising faster than our
foreign competitors. Much faster. More than twice as
fast. And in the last three years nearly three timss
as fast., ©So it's been getting harder for us to sell our
goods abroad. And sasier for other countries to sell
their goods here. The pay rises of recent years have

caused a lot of today’s unemployment.

And that problems have been getting worse in
Britain for a long time. Under Governments of both

parties. The figures show that very clearly,

Take inflation first. Under each new CGovernment -
Labour or Conservative - prices have gone up faster than
under the one before. Less than 3 per cent a year at
the end of the first Consservative Government after the
war. 4% per cent under Mr., Wilson's first Labour
Government of the 1960s, 9 per cent under the last
Conservative Government. And 15 per cent under

Mr. Callaghan.

Some people think we can choose between inflation
and unemployment. Let inflation rise a bit, they say.
To get unemployment down, But it dossn't work like
that. The two go together. Highsr inflation means

higher unemployment.
/These figures






These figures show that. They show the average
level of unemployment under each of those same
Governments. And you can see that unemployment has
been climbing steadily too: 400,000 up to 18B84. Half
a million by 1870. Three-quarters of a million by
1974, And one and a quarter million under the last

Labour Government.

That's why it's so important to defeat inflation,
It isn't Just theory. It's fact. We have to keep

inflation coming down. If we're to stop unemployment

going up.

And on that we're making headway. Real progress,

48 YOU Can S8ee.

The inflation rate has been coming down month by
month since last spring. And it 1s going to come down

further.

I said last year that it would take more than one
Budget, mors even than two or three, to have a chance of
getting inflation under control. That's why we can't

let up now.

There’s something else we want to. And that's

lower interest rates. That's good for people with a

/mortgags






mortgage. But it's good for business as well. And

that’s good for jobs.

And the main reasan why interest rates have been
high 1is because Governments have been borrowing too
much. That's been my other big problems this year.
Because if 1'd done nothing about it, then Government
borrowing next year would bave been up to a record
£14 billion, Even bigger burdens on industry. And so
an even bigger risk to jobs. I could not accept that.
So I've had to take action to get Government borrowing
down. And it's bsetter to do that by raising taxes on
those least harmed by the recession than by cutting

gxpenditure that's helping those who've been worst hit.






A lot of my Budget is about helping those who most
need help. Pensions will go up in November. By £2.45 for
the single person. And by £3.90 for the married couple.

Child benefit's up too by 50 poence.

That fully compensates for rising prices. In this
International Year of Disabled People - we're giving
some extra help to them too. And we're taking special
measures to help the unemployed - particularly young

people who have'not found a jab.

Obviocusly these things have to be paid for., And
I've tried to place that burden on those who can afford
it best. O0On the o0il companies and the banks, for
example. They're been making good profits, despite the
recession., But I've raised taxes for individuals as
well. Because while business has been getting worse

off, most of us have had rather more to spend.

That may come as a surprise. But during the last

three years earnings have gone up much faster than

prices. So, even after you allow for inflation, real
Check figures incomes after tax have actually risen by [a sixth]
on chart

[17 per cent]. A real rise in living standards. That

would be fine, if only national production had risen
as fast. But it hasn’t. Production's up by on 2 per
cent. So individuals have on average been able to spend

eight times more than the increase in what we product.

/And 1it's






And it's company profits that have suffered. Company
profits - that's today’s investment for tomorrow's jobs.
Company inaome even if you include the North Sea has
fallen by [a guarter] [25 per cent] over those same

three years.

That's why I've had to ask individuals to pay more.
That's why I've had to put up taxes on beer, whisky,
cigarettes and petrol. T have been able to leave
income tax rates as they were. But I've not been able
to raise the income tax allowances. I've had to [do that]
To help thuse who are worst off. And to help businesses.

Bacause helping businesses means helping Jjabs.

It's Britain’'s businesses that will help Britain
back to prosperity. And that’s why I'm helping them
now. We've given a lot of money to help British Steel
and British Leyland to bring themselves up to date - to
get competitive. Through lower prices for bulk users
of gas and electricity, for example. And above all by

getting interest rates down.

But it's the new firms, the new businesses I want
to help particularly. I've already done a lot for
them in earlier Budgets. Today I'm carrying on the task
by launching what I've called the Business Opportunities

Programme. A whole seriss of tax reliefs and incentivss

/to 1lmprove






to improve the chances of people who want to start new

businesses.

My last job has been to keep up the battle against
extravagence in public spending. Because public spending
is fvery largely paid for by private industry].

And private industry's been fighting very hard.

Fighting, by getting pay settlements down - because
they've got to. That's why we in Government have got %o
do the same. We can’'t pay ourselves or each other more

than the taxpayer, or the ratepayer can afford.

I've said that our policies won't bring quick or
easy results. But already there are encouraging signs.
I've shown you how inflation is coming down. And it's
a fact that our exports are still doing well. One of
the most encouraging things of all - new businsssses
are starting up. [And we may now be coming to the low
point of the recession.] Of course, things will stay
difficult for a while yet. You don'ts reverse a 20-year
decline overnight. Today's Budget can’t:bring quick
results. At the moment it's an uphill slog. But I'm
sure it's better to stick et that than to go back to

the old downhill side.

Goodnight.
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PS/Minister of State {(C)
PS/Minister of State (L)
Mr Bridgeman

Mr Battishill

Mr Monck

Mr Lavelle

Mr Allen

Mrs Gilmore

Mr Aaronsen

Mr Folger .

Mr Corlett

Mr Kelly

Mr Ridley

Mr Cropper

Mr Cardona

PS/Inland Revenue
PS/Customs & Excise

BUDGET DEBATE

Your minute of 27 February sought information on the likely arrangements
for the Budget Debate.

2. Ministers have already agreed that the Debate on the Budget will
be over the following four days:

Tuesday 10 March
Wednesday 11 March
Thursday 12 March
Monday 16 March

The formal announcement will be made by the Leader of the House in

his weekly Business Statement on Thursday 5 March.

3. There is no allocation of days to specific aspects. What happens
is that immediately after the Chancellor's Budget Speech, the Opposition
will, in the light of the Budget content, inform the Government Chief
Whip of their spokesmen for the second, third and fourth days of the
debate. Once this information is to hand, the Government will be in

a position to anticipate the topics likely to be raised and then go
firm on the provisional plan as to which Ministers should be fielded

cn each day.

4, On day 2 (11 March this year) it is the convention for the

/Opposition






Opposition to open, with a Treasury Minister - usually the ief
Secretary - speaking immediately afterwards. In recent years the
Liberal spokesman has then followed with a Treasury Minister - either
the Filnanclal Secretary or the Minister of State (Commons} winding
up at the end of the day. ©ne or other of the same two Treasury
Ministers also delivers the closing speech on day 3, while the

Chancellor conventially concludes the debate on day 4.

5. I understand that TreasuryMinisters have now discussed the
speaking arrangements and, subject to learning the names of the
Opposition spokesmen, the provisional plans are:-

Day 1 - Tuesday 10 March:
Budget Statement, Chancellor of the Exchequer
Response by Leader of the Opposition
One or two Backbenchers
{The day's debate usually ends at around 7.00 pm)

Day 2 - Wednesday 11 March
- Statement by the Secretary of State for Health and
Social Security on Social Security changes (After
Question Time and before the formal debate resumes)
The day's debate opened by the Opposition, followed by
Chief Secretary on public expenditure, day's debate
closed by the Financial Secretary.

Day 3 - Thursday 12 March
Opening by Secretary of State for Health and Social Security
Closing by Minister of State (Commons)

Day 4 - Monday 16 March
Opening by Secretary of State for Industry
Closing by Chancellor of the Exchequer
6. I understand that the Secretaries of State for Employment and

Energy are standing by to participate in the debate if required.

7. Once we know the final format we must take the necessary steps to

ensure that both the Front Bench and the Speaker's Box are fully covered.

J SALVESON

Parliamentary Clerk
3 March 1981
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FROM: MISS M O'MARA
DATE: 11 March 1983

MR ALLEN = without charts ¢c Chief Secretary
Financial Secretary
Economic Secretary
Minister of State (C)
Minister of State (R)
Mr Kemp 1

Mr Hall ) without
Mr Ridley ) charts
Mr Harris )

BUDGET BROADCAST

I attach the latest version of the Budget broadcast.

The Chancellor would be grateful for any comments, except on
the charts which by now are effectively fixed, as soon as
possible on Monday morning, and in any case not later than lQOam,

Mooy

MISS M O'MARA

BUDGET CONFIDENTIAL
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DRAFT OF 11/3/1983 1

BUDGET BROADCAST

There's a basic problem about a Budget broadcast.

And I can't pretend I've solved it.

The problem is that successful broadcasting is all about
coming up with something new, and different, and unexpected

all the time.

But successful management of a nation's economy is all
about steadiness, and consistency, and sticking to the

same plan.

So, there aren't any surprises in my Budget today.

It follows just the same lines as my four previous ones.

With just one difference, perhaps. It's becoming clearer

and clearer every year that those lines are the right ones.

Of course it's a slow business. It was bound to be.
We've all known, for years now, that things have been going

wrong in Britain for a long time.

A good many of you will remember the days when we scarcely
thought of buying anything that wasn't made by British

workers in British factories. But gradually that changed -

/motor bikes






motor bikes from Japan, cars from Germany, shoes from

Italy.

During all those years our economy was getting weaker.

If we're honest with ourselwves, we'wve known for a good

time now that we faced a long haul back to real prosperity.

What's more, in the last few years the rest of the world
has run into difficulties as well. In strong countries,
like Germany or the United States, unemployment has been

going up even faster than here. It's a world-wide prohklem.

That's another reason why I was right to tell you, three
years ago, that it'll "take more than one Budget, more even
than two or three" to get things right: "because these

things take time."

Of course, some people still argue that Government could
take the old short cut, and create lots of new jobs - just

by lashing out more Government spending - by borrowing more.

But they really should know by now that that's [5 recipe for

disaster./

It doesn't work, because it doesn't last: 1in a year or so

inflation is galloping ahead; the Government has to slam on

/the brakes;






the brakes; and unemployment shoots up even higher than

it was before.

The figures prove it beyond doubt.

The average level of Government spending has gone up
under every previous Government since the war, as [5verz7

Government tried to spend its way out of rising unemployment.

And did it work? For a few months, yes. But in the

long run it made things much worse.

CAPTION A You only have to look at the figures to see what was really

Unemployment

happening. Under every Government since the war the
average level of unemployment has been higher than the one

before.

And the link between Government spending and unemployment is

inflation. In the short run perhaps, it can create a few

jobs. But in the long run it ends up destroying many more.
CAPTION B And you can see that inflation has gone up step by step
Inflation under every Government. Government spending [End borrowing?,

inflation, unemployment. The three go together.

/That's why we






CAPTION C

Inflation
again

That's why we knew we had to control Government spending,

And borrowing,/and beat inflation.

We inherited plans for a2 huge increase in spending over
the years ahead. So we had to cut them drastically -

and sometimes, in the short term, painfully.

But all the time we'wve done all we can to look after people

who can't look after themselves.

Even after allowing for rising prices, we've been able to
spend mere, not less, than previous Governments on the
Health Service, Half a million more people received
treatment in NHS hospitals /last yea£7 than in 1978.

More, not less, on pensions. More, not less, on the
unemployed and training young people - helping them to find

a job.

But at the same time we have been getting the total of
Government spending under control. And the result is

we're getting inflation under control as well.

This Government will be the first since the War to achieve
an average inflation rate lower than the one before. And
if you look at our tremendous progress year by year it's

even more encouraging.

/and not just






And not just lower inflation, but lower interest rates
as well. We knew when we came into office that Britain
couldn't go on for ever living on borrowed time and

borrowed money.

CAPTION D As I've said, Government borrowing had been rising dangerously

for a long time. I've cut it down wvery firmly.

That's brought down the cost of what businesses and

families borrow quite dramatically. As a result the
average couple, buying their first home,are paying [E _7
less a month thana year ago. And it's costing companies

hundreds of millions less to invest in tomorrow's jobs.

But still unemployment is much too high. And there's

only one long term way tc deal with that.

British industry has to make goods at prices that can
compete, to win orders around the world and in Britain too.
And then take pecple on to meet those orders. That's how
a real recovery has always worked. Better productivity,
lower prices. And in time ,more jobs. For years in

Britain we were producing less per man and woman than

almost any of cur competitors. In fact we were doing so
badly it was almost an international joke. Now that's all
changed.

/From 1960






CAPTION E From 1960 to 1980 when our competitors' productivity grew
by x per cent, ours only grew by ¥ per cent. But since
1980,theirs has only risen by a per cent while ours has
shot up to b per cent. As a result, we're beginning to
win back a larger share of world trade. Z:for the first
time in a generation;7- That's something the British
people have achieved - not this Government. People like
those who work at Jaguar, for example, making éEhreg7 times
as many cars per man this year as they did two years ago -
and selling them. But we in the Government have been

playing our part too.

Resisting calls to go back to the old inflationary binge

of more Government spending.

Cutting taxes when we can. And when we do, choosing the

right priorities.

/So I've






CAPTION T

NIS

BUDGET CONFIDENTIAL

So I've been cutting industry's costs, by cutting the
tax on jobs that Labour introduced, and then increased.
I've cut that now no less than three times in the last

12 months. And that will help to bring back jobs.

I've cut taxes again today especially to help new businesses,
particularly small businesses - which, as they grow, can

create the new Jjobs we need.

This year, I've introduced the Business Expansion Scheme -
with very generous tax reliefs for investment in all small

and medium-sized firms - o0ld as well as new.

Special cash grants for investment in small engineering
firms. I've given ancother real boost to the new technologies

which will create tomorrow's jobs.
Tax help for firms that give their workers a share of the
profits. And cash grants for people out of work who want

to start a new business.

But I've found room too, to help those whom we all want

to help.

Pensioners, for example. Since we were elected, prices
have gone up by [n _7 per cent. Pensions have gone up
by more than that, by / _/ per cent. /And pensioners

won't be losing any of that increase./ /Next November,

/pensions will






BUDGET CONFIDENTIAL 8

pensions will go up again by the same amount as prices

have risen between last summer and this./

We've been able to give real help to families as well,
particularly the low-paid. Because from next November
child benefit is going up /E _/ a week. It'll be worth

more than ever before.

People who are out of work will have the full value of

their benefits restored.

I've extended the special tax allowance for widows, which
I introduced two years ago, so0 as to give them real cash

help through the year when their husband dies.

I've introduced new measures to help the disabled.

And I'm proposing further assistance for the charities

which do so much to care for those in need.

One other big thing: lower income tax. That's good for
people - particularly the low=-paid - and good for business

too.

Over the last few years I've not been able to cut income

tax as much as I should have liked. Industry had to come

/first.,






BUDGET CONFIDENTTIAL

first. But this year I've been able to cut it quite

a bit.

Not by cutting the rates,but by raising the point at which
people start paying income tax. That's the best way to
give most help to the low-paid. /More than a million/
low-paid workers who are paying tax now won't pay income

tax at all next year.

We need to strengthen incentives in Britain at all levels.
But particularly for those in the so-called poverty and
unemployment traps who all too often find that it just
doesn't pay to work. By raising the starting point of
tax, I've been able to give them a new sense 0f hope.

And I've started to put right a problem which has been

growing in Britain for 30 years or mcre.

/Every measure
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Every measure in this Budget is designed to help the
recovery which is now getting under way. And it is,

you know. Slowly, but surely.

There are more houses being built than a year ago;
more goods being sold in the shops; more cars, more trucks
being sold; and more of all these things being made in

Britain.

That means that as the world recovery gets going, Britain
will be really well placed toride the crest of the wave

instead of being swamped by it, as we've always been before.

Of course we won't see unemployment come tumbling down
overnight. That's a problem the whole industrial world

is going to have to cope with for quite a time to come.

But there is a new mocod of realism and determination in

the country.

It shows up in the low strike figures, the good export
figures, the falling inflation figures, the rising

productivity figures - almost everywhere you look.

That's the result we've been aiming for consistently ever
since we took over. And it's the policy we're sticking

to because we know it works.
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I thought it might be useful to list the charts we are

now preparing.

They are:-

A.
B.
C.
D.
E.
F.

Unemployment
Inflation (up till 79)
A B. but with animated T§-=-83%

The Borrowing Burden
Manufacturing Productivity

Tax on Jobs

Attached are very rough sketches. Final work on ¥ can only be
done on Tyesday afternoon.

i ——— v —wwflal
Producer
Current Affairs Group, Television

Martin Hall, Esq.,

Press Secretary,

The Treasury,
London S,.W.1
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BUDGET CONFIDENTIAL

FROM : A P HUDSON
DATE : 11 March 1983

MR STEWART - IR cc PS/Chancellor
' PS/Financial Secretary
Mr Middleton
Mr Moore
Mr Robson
Mr Ridley
PS/Inland Revenue

BUDGET PRESS RELEASE : INTEREST ON EUROBONDS

The Minister of .State (R) is content with the sections on
the Treatment of Interest on Eurobonds in the draft press
release attached to your 10 March minute to the Financial
Secretary.

A P HUDSON
Private Secretary

BUDGET CONFIDENTTAL






CONFIDENTIAL

FROM: G S JOHNSON
11 March 1983

l. MR P ca:::glss O'Mara

Mr Brazier
Mr Chambers
Mr Batchelor

2. MR KWIECINSKI

Mr Hall

Mr Monaghan
Mrs McKinney
DF

IN STUDIO BUDGET RELEASE

This minute confirms the rehearsal arrangements wilth BBC TV at Wood Lane
on Monday 14 March. A car has begn arranged to takeée you to studio 6

from the Treasury circle at 2.15 pm, the driver will be Mike Gocdland and
the licence number of the car is WOY 857X. The car will have a BBC TV
sign displayed on the windscreen. On this occasion you will be

accompanied by Mr Towers (press office).

On Budget day the time and transport arrangements will be the same.
Please contact Mr Brazier for your set of documents whichmust comprise

of:

- 10 copies of sectioned version of Speech, in separate envelopes

each marked with number of section

- 1 unstapled Speech with sidelines and headlines for page-by-page

distribution

- 2 separate envelopes, containing 1 copy of Speech, snapshot,

FSBR, Command Papers and Press Notices, addressed to:-

.

1. Producer, BBC Budget Programme
2. James Long: BBC Ecconomics Editor.

and to be handed over at end of Speech.

It is advisable to check that you have the right amount of documents and

that they have been collated correctly.

Your studic contact is David Dickinson, programme producer, Tel: 743-8000,

G & JOHNSON






BUDGET CONFIDENTIAL

FROM: MISS M O'MARA ]
DATE: 11 March 1983 ,)

MR ALLEN - without charts cc Chief Secretary
Financial Secretary

Economic Secretary
Minister of State (C)
Minister of State (R)
Mr XKemp ]

Mr Hall ) ywithout
Mr Rldley ) charts_
~—My Harris )

BUDGET BROADCAST

I attach the latest version of the Budget broadcast.

The Chancellor would be grateful for any comments, except on
the charts which by now are effectively fixed, as soon as
possible on Monday morning, and in any case not later than lOam.

Moora

MISS M O'MARA

BUDGET CONFIDENTIAL






DRAFT OF 11/3/1983 -1

BUDGET ERQADCAST

There's a basic problem about a Budget broadcast.

And I can't pretend I've solved it.

The problem is that successful broadcasting is all about
coming up with something new, and different, and unexpected

all the time.

But successful management of a nation's economy is all
about steadiness, and consistency, and sticking to the

same plan.

So, there aren't any surprises in my Budget today.

It follows just the same lines as my four previous ones.

With just one difference, perhaps. It's becoming clearer

and clearer every year that those lines aré the right ones.

QOf course it's a slow business. It was bound to be.
We've all known, for years now, that things have been going

wrong in Britain for a long time.

A good many of you will remember the days when we scarcely
thought of buying anything that wasn't made by British

workers in British factories. But gradually that changed -

/motor bikers






motor bikes from Japan, cars from Germany, shoes from

ITtaly.
During all those years our economy was Jetting weaker.

If we're honest with ourselves, we've known for a good

time now that we faced a long haul back to real prosperity.

What's more, in the last few years the rest of the world
has run into difficulties as well. In strong c¢ountries,
like Germany or the United States, unemployment has been

going up even faster than here. It's a world-wide problem.

That's another reason why I was right to tell you, three
years ago, that it'll "take more than one Budget, more even
than two or three" to get things right: "because these

things take time."

Of course, some people still argue that Government could
take the old short cut, and create lots of new jobs - just

by lashing out more Government spending = by borrowing more.

But they really should know by now that that's fa recipe for

disaster./

It doesn't work, because it doesn't last: 1in a year or so

inflation is galloping ahead; the Government has to slam on

/the brakes;






CAPTION A&
Unemployment

CAPTICN R
Inflaticn

the brakes; and unemployment shoots up even higher than

it was before.

The figures prove it beyond doubt.

The average level of Government spending has gone up
under every previous Government since the war, as /every/

Government tried to spend its way out of rising unemployment.

And did it work? For a few months, yes. But in the

long run it made things much worse.

You only have to look at the figures to see what was really
happening. Under every Government since the war the
average level of unemployment has been higher than the one

before.

And the link bhetween Government spending and unemployment is
inflation. In the short run perhaps, it can create a few

jobs., But in the long run it ends up destroying many more.

And you can see that inflation has gone up step by step
under every Government. Government spending /and borrowing/,

inflation, unemployment. The three go together.

/That's why we






CAPTION C

Inflation
again

That's why we knew we had to control Government spending,

And borrowing,/and beat inflation.

We inherited plans for a huge increase in spending over
the years ahead. So we had to cut them drastically =

and sometimes, in the short term, painfully.

But all the time we've done all we can to look after people

who can't lock after themselves.

Even after allowing for rising prices, we've been able to
spend more, not less, than previous Governments on the
Health Serwvice. Half a million more people received
treatment in NHS hospitals /last year/ than in 1978.

More, not less, on pensions. More, not less, on the
unemployed and training young people - helping them to find

a job.

But at the same time we have been getting the total of
Government Spending under control, And the result is

we're getting inflation under control as well.

This Government will be the first since the War to achieve
an average inflation rate lower than the one before. And
if you look at our tremendous progress year by year it's

even more encouraging.

/And not just






And not just lower inflation, but lower interest rates
as well. We knew when we came into office that Britain
couldn't go on for ever living on borrowed time and

borrowed money.

CAPTION D As I've said, Government borrowing had been rising dangerously

for a long time. I've cut it down very firmly.

That's brought down the cost of what businesses and

families borrow gquite dramatically. As a result the
average couple, buying their first home,are paying /E  _/
less a menth than a year ago. And it's costing companies

hundreds of millions less to invest in tomorrow's jobs.

But still unemployment is much too high. And there's

only one long term way to deal with that.

British industry has to make goods at prices that can
compete, to win orders around the world and in Britain too.
And then take people on to meet those orders. That's how
a real recovery has always worked. Better productivity,
lower prices. And in time,more jobs. For years in
Britain we were producing less per man and woman than
almost any of our competitors. In fact we were doing so
badly it was almost an international joke. Now that's all
changed.

/From 1960






“
CAPTION E From 1960 to 1980 when our competitors'/ productivity grew
by x per cent, ours only grew by y per cemnts £ since

1980 ,theirs has only risen by a per cent while ours has
shot up to b per cent. As a result, we're beginning to
win back a larger share of world trade. [:fbr the first
time in a generation./ That's something the British
people have achieved - not this Government. People like
those who work at Jaguar, for example, making [Ehreg7 times
as many cars per man this year as they did two years ago -
and selling them. But we in the Govermnment have been

playing our part too.

Resisting calls to go back to the old inflationary binge

of more Government spending.

Cutting taxes when we can. 2aAnd when we do, choosing the

right priorities.

/S0 I've
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FROM: LIZA MCKINNE
11 March 19¢&

#p- Ty
1. MR quL cc: Mr Mcnaghan

Mr Page

2. HANCELLOR
¢ Mr Johnscn

Noe.
dizen o e
PRE-BUDGET PHOTOGRAPHY - SURREY

Just to recap on the arrangements for Saturday morning.

1. 10.30 am - Press arrive Bristows, Redhill Aerodrome

2, 11.00 am - Chancellor, Lady Howe and Budget arrive - the Chancellor
is asked to drive straight round to the front of the Bristow hanger -
directly on to the heliport concourse so to speak. Brian Collins,
the Managing Director of Bristows,tells me this means taking the
first left just before one reaches the large new building and then
first right in front of it. I am assured it makes sense once

cne is behind the wheel!

Photographic settings suggested -

a. Pose: with engineers working on a North Sea helicopter in the
hanger
b. variations c¢n a theme with helicopters cn the tarmac, including

cne with the Chancellor at the contrels of a British~built

edition.

3. 11.30 am - Tiger Club (it is just next dcor to Bristows)
Standing beside a Rollastone Beta - it is a 1970s single-engine
plane built at Redhill from a British DIY Kit. Powered by

a Rolls Royce engine, its name is "Blue Chip" - rather appropriate.

A Tiger Moth will be available but having discovered the availability

of Blue Chip, I would suggest it fits our purpose better.

N 11.45 am-12 md. Depart for the Dog and Duck.

Sergeant Clarke has police organisation in hand and all arrangements have

been confirmed. We expect around 30 press photographers and cameramen.






Mr Monaghan and I intend to be at Bristows by 1C am to ensure that all is
ready for the Chancellor's arrival. It only remains to pray for good

weather.,

A copy of the press notice that was sent out is attached.

e L L g


















FROM: C D HARRISON
DATE: 11 MARCH 1983

MR MARTIN ce PS/Chancellor="
PS/Chief Secretary
PS/Financial Secretary
PS/Minister of State {(R)
P5/Minidger of State (C)
Eir D Wass
Mr Middleton -

Mr Moore

Mr Kemp

Mr Griffiths
PS/C&E

BUDGET PRESS NOTICES: INDIRECT TAXES

This is to confirm, as I told you on the telephone, that the
Economic Secretary was content with the press notice attached

to your note of 10 March. The only change he had to sBuggest was
to«lielete "eg!" in the sentente on tobacco duty, and insert

the word "typical" before the word "packet".

gy

C D HARRISON






CONFIDENTIAL
FROM: MISS J M SWLIT

DATE: 11 March 1983

MR F MARTIN ncellor

- ancial Secretary
—--homic Secretary
Minister of State (R)

. Minister of State (C)

Sir Douglas Wass
Mr Middleton
Mr Moore
Mr Kemp
Mr Hall .
Mr Chivers

P5/Inland Revenue
Hrs Hubbard -~ IR

BUDGET PRESS NOTICES: INNOVATION AND TECHNOEOGY

The Chief Secretary has seen your minute of 10 March and the

draft press notice.
2., He notes that in the light of the E Committee meeting
yesterday no Alvey material of any kind has been agreed or

can be mentioned in the press notice. -Otherwise, the Chief

Secretary is content. ~

MISS J M SWIFT

CONFIDENTTAL
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FROM: M A HALL
11 March 1983

CHANCELLOR ¢ ¢ Mr Ingham No 10
Chief Secretary
Mr Middleton
Mr Burns

BUDGET STORIES

You should know that Peter Simmonds of the Mail on Sunday has
spoken to both my opposite number at DHSS and to me about a

story he has "picked up in Westminster" that the Government
consider that the time is now ripe to switch from the forecasting
to the historic basis for uprating pensions and benefits. We
both played an absolutely straight bat, and I do not know how
strong a lead he has been given. But there is clearly a risk of
a story in the Mail on Sunday.

2. The other story which is running very strongly is that the
Prime Minister has prevailed in her wish to raise the mortgage
interest ceiling from &£25,000 to £35,000. Naturally we are
giving no steer on this either.

3. Finally, it does seem that there is now not much expectation
that anything will be done on NIS.

M A HALL
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SUPPLEMENT TO 4.3.83 VERSION OF CHECKLIST OF ALTERNATIVE POLICIES

C9 Mr Shore's pre-Budget
Economic Statement
published 10 March 1983

c
LABOUR

£11 bn package of fiscal measures for 1983-84 claimed to create 4 million jobs in
12 months at net PSBR cost of 'around £6 bn'. Total PSBR in 1983-84 to be about
4 per cent of GDP.

(i)

(i)

(iii)

(iv)

£4 bn on cost-cutting measures {to offset inflationary effect of sterling
depreciation) including cuts in VAT and/or NIS (and perhaps council rents)

£5bn on increased public spending on capital investment eg housing and
social services

L
£2 bn on improving social benefits: eg CB increase of £2 p.w., higher sup. ben.
for long term unemployed, double Christmas bonus, £200 death grant

'Self-financing' package of tax redistribution. Measures:

10 per cent real increase in personal allowances but lower thresholds for higher
rate bands, tighter CTT rules, mortgage interest relief restricted to standard
rate. ALSO abolition of ceiling on earnings liable to NIC, and drive against tax

evasion.

Interest rates 'artifioally high' - should be cut {size of cut not specified)

Exchange rate fall already experienced 'welcome': not clear how far a further fall now

thought desirahle.

% Noted that timing of upratings means cost only £1bn in 1983-84
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Je . 11 March 1983
"’f/&' CST

CHANCELLOR cc FST Mr Bailey
Mr Moore
Mr Gordon

BUDGET REPS: THE COOPERATIVE DEVELOPMENT AGENCY

Skimming the latest list (12) of Budget representations
for this year, my eye was caught by two proposals put forward
by the Cooperative Development Agency. These are:

- to allow investment in cooperative businesses to
benefit from the business start-up scheme

- to increase the upper limit (now £10,000) of the value
of shares which can be held by a member of an Industrial
and Provident Society.

There seems to me to be some merit in considering both at some
stage in the future E%rho knows there might be a case even for
modification of the Finance Bill to one or other effect even at
this late stage. The cost would be utterly negligible in both
cases. The benefits could, on the other hand, be considerable,
particuarly if small cooperatives mushroom as a flexible method
of job-crestion for the young unemployed, on the lines put
forward by the "instant muscle" people on which I have reported
to you recently.

2e My reason for supporting the first proposal is self-evident.
There are probably not that many cooperatives which are yet in

a state to benefit from the start-up scheme (or its successor);
but there could well be some, and the prospect of elifibility
could be very important. The case for considering the second

is that, as I understand it, most (? all) cooperatives are in
fact, "Industrial and Provident Socleties". While one tends

to think of such bodies being formed by fairly poor
individuals, to perpetuate this would be absurd. It is
perfectly possible that rather wealthier characters might be
attracted by the coop form of corporate structure, not least

in situations like management buyouts. An added point - widely
ignored - is that such societies do not pay corporation tax,

but a standard 40% profits tax which is, of course, rather lower.

V44

A N RIDLEY
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FROM: ROBIN HARRIS
DATE: 14 March 1983

CHANCELLOR'S MORNING MEETING 271st Meeting

Note for the Record

Present: Chancellor
Chief Secretary
Financial Secretary
Economic Secretary
Minister of State (C)
Minister of State (R)
Mr Goodiad MP
Mr Renton MP
Mr Ridley
Mr French
Mr Harris

1. Press Release on 0il Prices

The Chancellor said that he would look again at the budget press

release on oil prices, par ticularly the last paragraph.

2. Budget Speech and Broadcast

The Chancellor asked for urgent comments from those present on the latest
drafts of the budget speech and broadcast. He asked Mr Ridley to

look again at Section G7 in the Speech. He asked the Financial
Secretary, in thelight of the conclusions of the subsequent meeting,

to advise on any changes in and shortening of the passage in the

1

ROBIN HARRIS

Speech dealing with deep discount bonds.

Circulation:

"™~ghancellor

Chief rSecretary
Financial Secretary
Minister of State (R)
Minister of State (C)
Sir D Wass

Sir A Rawlinson

Mr Burns

Mr Fraser

Sir L Airey
Mr Ridley
Mr French
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An Inquiry into the Treasury

Presented by Hugo Young : - . Produced by Anne Sloman
Programne 3: The Budget Mekers. ‘
Transmissions: Sundav,; 13th March 1983, 1815-1845, Radio &

HUGO YOUNG: 'The 1meges of place assoclated with the budget, are,
we like to think, familiar. The first 1s a snapshot on fhe cteps of
Number 11 Downing Street. The Chancellor of the Exchequer emerges
from his‘official realdence, ritually grinning, and holding up the
same old battered red box which, year after year, 1s supposed tﬁ
carfy the budget secrets. The second comes an hour or two later,

We are in thé House of Commons, The place is packed to the doors,
not an inch of the tasteful green lesther benches 1s viasible,
Humming expectantly, the House waits, until the Chancellor finally
rises and then, after an hour or more of ponderous economic analysis
swiltly deals out the tax changes to catch the late evenlng paper
headlines.

It!'s all very traditionsl; even reassuring. But, as a plece of
dramatlic truth, 1t 1s decidedly misleading.

Let me offer another imsge, from where the Budget really begins.

The place 18 a computer room: a new, bright 1it, modern room,‘in

an old btallding, where the green on the walls 1s a rather tasteless
shade of lime. IHere the hum is inhuman, and 1t nefer ceases.l There
are é few people about, the bright-eyed boffin-types you séem ?o |
find at computér installations everywhere, This is tﬁe Treasury
computef room, and we are in the presence of the nearest thing you
can find to the physical enbodiment of the Treasury modd¢l ~- that
famoug,or infamoug, structure of economlc equations, the massive
gtudy of which does so much to dictate what, in fact, the Chancellor
appears to be so0 coolly reeling off in the House of Courions. The

Chancellor himself, Sir Geoffrey Howe, seems to feel he's in a theatre.
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SIR GEOFFREY HOWE: One feels rather like an actor-manager on the
first night of the plays he's'wriffgﬁ himgelf, subject 1o the
over-riding condition that niﬁe;fenths of the plot is settled by the
world in advancé anyway. _
HUGO YOUNG: Do things ever go wrong? The Permanent
Secretary, Sir Douglas Wass.
SIR DOUGLAS WASGC: Oh yeé,-you cﬁn go wrong wherever. humen
activity's concerned., But 1t's a well reheursed exercise in the
sense that we've had many Budgets before and meny people doing any
one Budget have done a previous Budget, and . therefore, are aware
of all the louse ends. There 1s also a great wanual of, as 1t were,
guidance to people on the Budget which goes into considerable detaix
ebout points that have got to be covered -- how many coples of this

paper are produced, what time this 18 to be released, and so on and so
forth. when thé press are to?znvolved, when the Chancellor is to

see the Lobby. And eactk new genergtion of budget-makers,of course,
has reference tc this, Now all +this helps to avold the meking of a
mistake, but,nevertheless, there's something new in every Budget,
whizh can expose one's self to the possibility of error.
HUGO YOQOUNG: This progremme 13 not about next Tuesday's
budget. If you've tuned in hoping to get a hot tip as to whe ther -
it's whisky or cigarettes or petrol you should stock up with, I'm
afraid you'll be disappointed. What it's about is how the Treasury
goes about waking the Budget ~- the process and 1ts bearing on the
total effect of”budgets“ ~- the Budget Jjudgement as it's called.
That!s ‘What the Budget really is: a major statement of economic
polidy end, as sﬁ§h, prone to both error and continuing revision.
At one extreme, iudeed, if ybu're really blase, Budget Day ¥ itself
might seem overrated. Peter Kemp, a rare =’d Lu the Treasury, being
a qualifiéd accountant, and having no University degree, 18 the
Under Secretery in cherge of the central unit, where the Budget
operation is co-prdinated.

FETER KEMP: In cne sense, I think you should say that
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hudgets never, never really stop and they never really start, There
18 a continuing, ongolng process of ministerial, ecohomiC'poliCy
making., This Government has published 1ts medium~term financial

. strategy, and that's an ongoing strategy, which maybe, the numbers
in 1t may be revised from time-to-~time, but the bhgoihg strategy of
getting down inflation and restoring output in that way 1s an
ongoing business, and doesn't really come to a head necessarily

at any particular time.

HUGO YOUNG: Even so, as one of Kemp's rubordinates, David
Norgrove, adds:

DAVID NORGROVE: It does help to have this one day ¢f the year
wren there's a kind of terminus which you have to make a major
presentation ol the Government'!s economic policles, which then
becomes a "locus classicus™ foirr the fest of the yeal,

HUGO YQUNG: The process does actually begin a long time
before the Buaget, shortly after the last one, in fact, with the
preliminary discussions about next year'!s public spending, After
that's been fixed, along the lines discussed in last week's programme,
debate turns to the Budget; tax-raising, monetary policy,
government borrowing and all the other components,with all their
constantly varying effscts, of economic menagement. ©Long before
the Chancellor himself gets involved, composing those emphatic
declarations and iirm prcpheclies we hear on Biedget Day, the flrst
people to come.into their own are the economists, who spend thier
time mapping ana observing thié teeming entity called the British
Economy, on the Treasury model: an abstract thing, now crisply
rendered mcre real by the Economist in charge of macro~économic
policy analysis, Rachel Lomex;

RACHEL T.OMAX: At the physical level, it's Just a computer
programme with a lot of equations - I mean quite a lot of
equations, about seven-huadred in the case of the Treasury mocdel.
And the equetions represcnt an attempt to describe the workings

of the economy in terms of econimcally meaningful numeticati



‘reldtionships,
HUGO YOUNG: ‘ Meehingful meybe, but are they scientific?
RACHEL LOMAX: I think to pretend that you can achieve

anything like the precision that you cen in the physical science,

is obviously quite wrong, there's a lot of art iIn 1t as well, and

T think the . people who build models and use them are more
consclous of the limitations of the modeis. than the rest of the
world. I mean,I think we have rather modest c¢laims fo- what
models can do, Ilmean we would regerd them, I guess, as a framewcrk
for thinking about rather compliceted problems, retner than a sort
of oracle, the sort you see in sctence fiction films, whare you go
and you ask "What will heppen 1f?" and the rodel tells you the
answser., 'I mean we would never treat it that literally; i1tt's Just

a tool.

HUGO YOUNG: It 1s on this vastly complex computerised
network that forecasts can, nevertheless, be tested for what effects
certain buuget measures might heve on other economic facts. Computers,
you eee, are like science fiction -~ at least to this extent. They
can keep fifty balls In the alr atonce; Rachel Lomax again:

RACHEL LOMAX: If T wanted to know,for example, what the
effects of changing tax allowances was -- the Chancellor was
thinking about doing that in the budget and he asked me what would
be the effect -- I would have to start from the forecast, That would
give me a base., I'd have to formilete & rather precise question,
if's'very important to ask the righflquestions if vou're goling to
got a sensible anéﬁer; ﬁo'I would have to'ask the cbmputer what's
the effect of changing these tax allowances on the assumption, for
example, that the exchange rate islffee to float, on the assumption
that the government is pursuing a fixed interest rate or a fixed
money supply policy, - a range of assumptions about how the
government behaves when the rest of the economy changes. Ve then

do another computer run, 1f you like another forecast, and it
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prints out a new versglon of the forecast, but most usefully, it works
out convenlently. for us what the difference from the original forecast
was. And 1t'll show what the effect on output, employment;‘the PSER,
the exchange rate whatever it is that 1'm particulerly interested in.
And then, typ;cally, I would sif and puzzle and declde whether I
liked the answer and believed it,
HUGO YOUNG: That last point's very lmportant., Treasury
economists‘have visual display terminals on their desks and can get
an Instant read-out on the model. New Jaser printing can produce
a complete print-out of, for example, a five-year projection, running
to a hundred-and-~twenty pages in one winute, But after that flash
of super technology, plicture Rachel Lomax sitting vack and deciding
whether she liked what the forecast sald -- a picture furthered
coloured in by Peter Middieton, who's about to become Permanent Secretar:
at the Treasury:
PETER MIDDLETON: I think the usual view looked at from the
outside, 1s that the forecast is produced by a lot of robots stuck
in the basement, usually *n the form of fancy-dress mathemotical
equations of one sort or another, But, of course, that's not the
case, though, as I said, there's a lot of hard work, a lot of
research and a lot of estimation goes into produciﬁg the basic
equations in the model, it's done againat a shifting world where
relationsh.pa break down end at any time, the number of relationships
which are actually fully estimated is very, very smell indeed. The
process which the forecasters go through is to apply Judgement to
that, they donft quite believe what their équations are saying, we
wouldn't want to employ them ii they did.
HUGO YOUNG: For behind the irrefutable statistics from
the past, which do form tie major basis for estimating the future,
is the unpredictabllity of coming events ~ 0il prices, farm deals in
Brussels, exchange rate and the rest., Which all require of

forecasters and ministers, as Douglas® Wass says, human judgement:
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DOUGLAS WASS: Some of the Judgements are necessarily little
mdre than guesses, aﬁd guessss in which there's no professional
expertize. A professional ecomomist who's trained in econcetrics
isrno better at guessing what the Brussels Commissioners are going
to recommend on the next CAP price incrsase then I am or you ere,
Now, when we discuss the forecast, among ourselves as officlals
and with ministers, we frequeﬁtly do look at some of these more
tenuous assumptions and ministers wlll, like any customer look at
the validity of some of those assumptions. They'll also look at
agsumptiors which where there is perhaps some professional input, but
where there's a great deal of Judgement being made. 1In =2ll those
areas, at every level of discussion, whether one's professionally
qualified or not, there 1s room for argu ment as to whether the
right aasumption has been made, And 1t those sort of ways ministers
may express scepticism or doubt about particular assumptions, may
say well wouldn't it be, isn't it more 1likely to be this? And
we'!d talk about the possibility that it would be this rather than
that, and may change the forecast somewhat., So there 1s, there is
scope, 1 thirk, for the lay consumeran forecast to challenge the
product even though it is a professionally produced product.
HUGO YOUNG: For this process, half science and half
seat-of-the-pants, 1t's ultimately ministers who carry the can. The
forecast can add up to high politics. It mustn't look absurd, and,
according to Andrew Britton, late of the Treasury and now Director
of the National Insitute for Economic and Social Research. it
mustn't,preferably, look too depressing to the masses outside:
ANDREW BRITTON: What 'the discussion actually,in practice,
consists of very largely 1s the question of what 1s the range of
outside views? And ministers sometimes wishing to, 1f they feel
that the Treasury Forecasters themselves are putting forward a view
which i1s perhaps rather pessimistic relative to the average forecast
out in the public, the ministers may say well they would prefer to

see something more towards the optimistic end. That's the sort of



thing that goes on.

HUGO YOUNG: There had been times when the business -
had become thoroughly suspect:

ANDREW BRITTON: There was a time in which ministers
attempted to have 1t both ways, they tried both to change the numbers
and to disown them. But that 1s not the current practice. The
current practice is that the ministers do play, as I say, some role
in deciding wheat the numbers should be end they then take
responsibility for them,

HUGO YOQUNG: The irreverent thought aid occur to me that
since the forecasts arz so often wrong, were in eny case bound toc be
uncertain, and were now controlled by ministers who had set their
face agalinsat old-fashioned fine-tuning of the zconomy every

time 1t 8lid out of line with the forecast -- perhaps too much time
was spent on them, Peter Middleton scor put me right:

PETER MIDDLETON: You never khow exactly where you are now
when you're doing a forecast, end, of course, you never quite know
how the rest of the world's going. Tt's difficult enough to
forecast your own economy wilthout forecezsting the .rest of the world.
And there are times,as this iast year, where everybody in the
world Just about got thelr forecasts wrong, they all got inflation
too high and output too high. But I don't think thet's a reason
for saylrg'Oh well, we can do Just as well on the back of an
envelope.' You can't, If you regard the forecast as contributing
to your understanding of the economy, I think 1t makes a good deal
more sense, anybody who runs hils economic pecllcy on the wssumption
that the forecast numbers are going to be right, when the only
thing you know for sure about 1s that'they're not going to be,
wants hilis head examined, But we don't do that.

HUGO YOUNG3 Besldes, whatever the doubts, there are, as
Peter Kemp reminds us, dec¢lsiocans to be rade:

PETER KEMP: The forecasters, if they were living in an

ivory tower as so many of the commentators are, would like to say,
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ﬂell, we think that the public expenditure borrowing requirement
ought to be thils or possibly that, and there mey be some four or
five blllion pounds difference between the two, and they!'d glve =
bracket, Unfortunately, you know real life lsn't like thet. One
ectually has to work to a spot figure, one actually has to, has to
deéide what one's going to do 1f one 1s going to reduce a gilven
tax, that has a cost and that has to be measured,
HUGO YOUNG: 80 *the big plciure 1s as clear as it cen
be, a forecast le fixed, some of the large Judgements about how
much expansion or contraction to provide for, how much borrowlng,
how muoh inflavion, are beginning to discrose themselves.

Uncertaintly is resolved by the need to chooss and to act.

On these choices, the Treasury 1s never short of advice. The
Budget 1ls the great annual moment, towsrds wnich every kind of
interest group, from licensed victuall érs to pensioners, through
bullding socleties, child poverty people, stock-brokers and even
actors end theatre managers, directs i1ts lobby for change favourable
to itself ~~ as well, of course, as favourable to the natiocnal
interest. What weight these interest groups have naturally varies
from government to government, In present times, for example,

the CBI, led by Sir Tereace Beckett, seems to be in and out of

the Treesury every week:

SIR TERENCE BECKETT: The meetings we have with them are really
quite frequent during the year., It's a mistéke to think we have
one meeting Just before the Budget,for example, to talk about thke
representations we've got on that subject. There are meetings
taking place all through the year with Sir Geoffrey Howe, with

his principle ministers in the Treasury, &nd with the Treasury
officials. And it 18, of course, a varlety of representatives
from the CBI, it's the Presldent, its members, the Chairman of

the Economic Policy Committee, for example, and sometimes 1t's

our officials here 1in conjunction with their officials.
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HUGO YOUNG: Sir Terence told us he personally saw the
Chancellor once or twice a month, interspersed with numerous
telephone calls., At the TUC theee days, says its dssistant General
Secretary, David Lea, i1t's a rather different story:
DAVID LEA: . ' Well under this Government I think we can say
that we can couvnt on the fingers of one hand the amount of contact
we've had. It's guite extraordinary actually, the contrast, the
contrast net only, if 1 may say so, with the Labour government,there
1s a point to te made there as well I'm sure, but with previous
Conservative governments, the freeza on relations with the TUC has
been very marked.,
HUGO YOUNG: Even the TUC has its say before the Budget.
It publishes a respected 2conomic review. But I rather — gathered
that little of what it or anyone else says comes exactly as a
surprise to the mundarins, Officials like Peter Middleton sound
as though they've heard most of 1t before. One lot of advice was
about econoinlc strategy:
PETER MIDDLETON: Then you get another lot, which is advice
almit what pecple would like to do with particular taxes, I mean you
very rarely get advice amongst that in the direction of increasing
taxes, It's almost all tex reduction, Some of it's very predictable
you know that the Scotch Whisky manufacturers aren't going to -
suggest yod put up the tax on Scoteh and tobacco manufacturers
aren't going to suggest you put up the tox on tobacco and the
child poverty action group aren't going to suggest you increase the
poverty trep.. But, nonetheless, all these things are gone through
and sifted for “wo thirngs, ocuae to see 1f the ergu ments have
changed, or whether the weight of the argu nents have changed, and
sometimes they will have, sometimes they won't because in particular
different industries go through different phases of course of
profitability end otherwise. And secondly, to see what they say.
HUGO YOUMG: Only the very speclalist groups, it would
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geem from Dougles Wass, really have e chence of changing the
Treasury's all-seeing mind:
DOUGLAS WASS: You have to remember that we are in
continuougﬁgigggt with the large pressure groups 80 we know how
thelr thinking is evolving over time, and thelr budget representations
never come to ﬁs as a complete surprise, I mean we've had talks
with then over the years, Their thinking is evolutionary, there's
not a step~jump in it as a rulz, so it 1s comper atively rare, for
instance, for the Tobacco Advisory Councll to put in budget
representations which take us by surprise, Nevertheless, there are
occaslicns sometimes when e body, a pressure group, has taken this
thinking a 1ittle farther without disclesing 1t to usg and coes
produce, what you cell a new idea. That's certalnly possible, I
think we would claim, yes, we teke notice of all these people. 4And
particularly where representation 1s beirg made to us by a rather
specialist body, I mean someone like Contract Hire Eguipment, a
speclallat body which may have views about the functioning of some

allowance

credit mechamism or the functionlng of some system in the
fiscal code, What they heve to say about the lmpact of the monetary
system or the flscel system on thelr ability to sell competitively
in the third market, would be c¢f very conslderable interest to 1t,
of course we'd listen to them., |
HUGO YOUNC': Rich and varled, as the range of abcess
to the Treasury at Budget timé, not everyone there 1s wholly happy
that the process 1g fair and even-handed, Under Secretary, Peter
Kemp, thinks it could even cause a serilous distortion:

PETER KEMP: | I mean an example f think , ig the case of
industry versus persons, I mean one of the great arguements comes up
wlth every single budget of course is what are the relative
priorities 1n so fer asg ‘there are releilfs to be given, as between
things thet might help incdustry and things that might help persons.
It's curious that although we have, for instance, a blg industrial
lobby, these people 1ikéﬁg§%federation of British Industry and all



the reat of 1t, there 1zu't really, oddly enough, must of a lobby
for individuals, I've often thought if there was a confederation
of British Persons, we might be, we might make 1t differently.
HUGO YOUNG: But never fear, the corrective 1s to hand:
PETER KEMP: _ But I suppose, 1in a way, the Treasury has to

become the Confederation of British Persons to make sure that this

is so.
HUGO YOUNG: This elevated body, second only 1t scems, to the
House of Coiumon British Persons, across the rcad at Westminster,

carried out its duties in this role by a process oi elimination., At
an early stage, every single possible tax change is put down on a
plece of paper, which David Norgrove, one of the principsls working
on the budget, obligingly showed us:
DAVID NORGROVE: I thought you nmight be interested to see a
copy of the document thalb's prepared et about that time and thenm
constantly updated through the year, up till the Budget. I mean
a huge nurber of minor and major possible tax changes, some of which
are dropped at various ctages and some which come back in., Back
here you can see that there's a 1list of various things that were
eventually dropped, though they're not dropped by....and they
range from mejor changes in the Investment Income Surcharge to
the *restment of the bonds issued by the African Development Bank.
HUGO YOULG: And against moest of the entries was a note
about which minister, on wvhat date, had authorised the proposal to
be dropped. To ¢o this intelligently, however, ministers need a
vast amount of Information about the effects of particular tex
changes. So, to this end, iu parellel with all the forecasting
and lobbying, not to mention the peering at a far horizon in case

a sudcen change In the oil price is about to throw everything
out, something called thc Ready Reckoner 1s belng put together, An
instant gulde to ministe:s, and others, on what will happen, for
example, to the PSHR, the exchange rate and everything else if they

cut Income Tax by ten per cent, But this is no ordinary
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reckoner, 1t goes back to the buslness of Judgement. We were let
into a meeting, one of several called to put 1t together, a
delesation of economisgte from the Inland Revenue and Customs and
Exclse trooped in to meet their Treasury counterparts, in another
of thelr unadorned comnittee rooms, essentially to see 1f they
could agree, What would . 2p on beer duty or 5p off the standard
rate, (I teke notional examples) actually mean? The meeting was
halfway between a seminar and a seanee, Government scononiscs have
to cultivate this welird mixture of extreme metlicnlousnress and a
talent for bhlind stabs in the dark, assisted by well-remeci:bored
ghoste from the past, Helf the time we weres there was spent
discussing beer, and those present seemed, rather charmingly, to
have little more  1dea than you or me why beer consumption had gone
down, and what this should mean for the beer tax, It all drove
home a point Peter Middleton had made earller:

PETER MIDDLETON: I think the key to economic policy

making s to recognise that you aren't going to be accurate vecause,

as I say, people's behaviour and responsgs 1s always changing, the

world'!s not getting snymorz certain, I don't ‘thinlk there's any

prospect of er... of greater sccuracy., Whal you can do 1s get

a little bitsurer about the direction in which the various measures

you take are going to work but,as for the preciso effect, you never

really kn-w,

HUGO YOUNG: But right or wrong, the show ' must go

on. The actor-manager has a deadline to meet. AS everyone never

ceased to say, the budget is the Chancellor's baby, all this

activity by officials and ecoromists 1s a preliminery to his
Judgement end his decisons. For Peter Kemp, the pace is

hotting up:

PETER KEMP: At the end of the day the decisions

are the Chencellor's, of course, in conjunction with his.. with

his ministerial colleagues.,.um and the Prime Minister and that

gort of thing. 3ut in the builildup there is a very real and



continuing dialogue, we are practically, constantly in the
Chencellor!s room, er.,.throwing idees around, looking at various
mixcs, packages 1f you like, and that sort of thing.

HUGO YUOUNG: There's no doubt that the pre-Budget weeks
do put great pressure of work on a lot of officlals, In this last
week, with two days to go, Peter Kemp has worked eighty heurs, the
weekends Included; hls central unlt colleague, David Norgrowe's
workload reaches its peak slightly earlier:

DAVID NORGROVE: You mey find, fnr example, that there 1s a
draft of a budget spzech to be got out, um at the sama time as
you're trying to pull topether recommendations or analysis on the
subsstentive 1ssues that wre belng dlscussed in relation to the
Budget. Um those twe things go together und I think it!'s qulte
helpful theat they are, to some extent, concentrated in the same
people., It helps to ensure that the things are kept together and
co~ordlnated and so on, DBut 1t doea cause that degree of pressure
of work and to some extent I feel at budget time rather like a
human word processor, only I have a blro and a palr of scissors
end a stapler instead of an actual machine.

HUGO YOUNG: And the speech, of oourse, is where 1t ell
comes together. That publis moment, the orly one most people are
aware of, 1s you may be sure, glven the fullest possible thought.
The Chancc.llor haes many scriptwriters, composing draft after drait,
For the Treasury, too, desplte a tendency to loftiness, has the
sense of Dudget Day belng its monment of greatest exposure., Peter
Kemp, at the centre of the drafting effert, 1s as aware &s

" any editor of the different audiences the speech has to satisfy:
PETER KEMP: Itts got to be a number of things that you
cen't always be at the same time, it's got to be fairly clear and
accurate because even asg it's belng delivered, if somebody'e saying
gomething about the exchange rate or the markets, there are folk
up in the City with thelr transisters on »n their one hand, and
theilr computer print-out on their other, buying and selling
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sterling like mad. And so he has to be careful from that point of
view. At the same time, he's got six-hundred-odd MPs there in the
House to listen to him te barrack or cheer, as the case may be, he's
now got, because of the activities of people like yourself, large
numbers of motorists and housewlves and the like all up and down the
country, all listening to him too,

HUGO YQUNG: It's so much more of an occasion than a boring
old White Paper:

PETER KEMP: Itt's not easy to get the right mixture of
accuraoy, listenableness, touch of wit if we can get it in, and
that sort of thing which goes to make an occasion., I don't think
one need underrgte, one might say well it doesn't much matter

what the actuael occasion 18 because afterall it's what's in it

that matters and it wouldn't really matter very much if 1t was

Just printed end laid on MP's doorsteps or 1issuecd as a monstrous
press notice, I think that 1s to underrate the fact that there 1s
8till e certain amount of excitement and interes t in this and so

a lot of attention ie pald to the packaging, the speech, It's more
than Just wreaepping it is, I think , important in itself:

HUGO YOUNG: For Sir Douglaes Wases, who retires at Easter,
Tuesday's is his last Budget. He's been an intimate witness to the
making of scores of them, but the occasion s8till has not lost its
excltement -- nor ke relief when it's over:

SIR DOUGLAS WASS: It's a bit like boat-race night when one's

en undergraduate, Yes, I mean one has been working very hard, for
perhaps two months, in conditions of secrecy which always add to
the sort of, the feeling of being a member of a corrs, And therefore,
of a team, The Budget is the boat-race, it is the déy it all
happens, 1t's all go to syncranise, things can go wrong,you're in

a state of some nervousness end tension and then it finally happens
and the feeling of relief that it's all gone well without a hitch
1s tremendous., It's a blt like a sporting contest in one sense

at any rate.
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HUGO YQUNG: The man standing centre stage, however, 1s
the Chancellor himself. He mekes, in the end, & personal decision,
And he brings to it, as Sir Geoffrey Howe reveals, that utter
certainty that he 1s right, which may, in this uncertain world, be
the politiclan's most arresting contribution to economic policy:
SIR GEPFFREY HOWE: In the end, the economlc Judgement is that for
which the Chancellor's responsible, and oae 18 very conscious of that
at the time when 1t comes to be nada, when the Judgement about the
apparently very tough budget in 1981 was my Judgement, the fact
that it is now seen Ly most people es having laild the foundations
for the progress that we'wve made since then and en absolutely
inescaspably right Judgement, gives me more encouragement now than
it did in the anxious morents at the time when I was meking 1t,

But it's a very essentlally, personal declsilon in the context of

whatever
a welter of advice which one tekes from quarter 1t comes.
HUGO YOUNG: At the beglnning, Geoffrey Howe made Budget

Day sound l.ike theatre. To Douglas Wass, it's more like a saporting
conteat, What neither of these metaphors conceals, howsver, 1s
that the Budget really 1s the supreme moment of the Treasury's
annual exlstence. There 1s lobbying, of course, vast gquantities
of advice are recelved, At times the Cabinet gets in on the act,
although strictly at the Chancellor's convernilence, The Prime
Minister tno, 1s obslously central. But when 1t comes to the final
decisions, other nministers often know little more than we do until
the day before. This 1s one moment for which the Treasury does not

have a single alibil,
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BUDGET BROADCAST

I have the following comments on the draft of the Budget
Broadcast attached to your minute of 411 March,

(i) Page 2, third complete paragraph - it is only

in the last year or so that unemployment has been
rising more rapidly in certain countries compared
with the UK. S0 I would redraft this paragraph
as follows:

"What 's more, the rest of the world has been running
into difficulties as well. Over the last year or
so, unemployment in countries such as Germany and
the United States has been going up even faster than
here. It's a world-wide problem."

(ii) As far as I can see, there is no mention at all in
this text of money or monetary policy (apart from a
short reference to interest rates). This is surely
an important omission that should be rectified. The
first port of call is the fifth complete pdragraph
on page two where you might say ".... Just be lashing
out more Government spending, by borrowing more and by
letting the money supply rip."

(iii) Page 3 - I would omit the three paragraphs beginning
"The figures....". In the first place, this is basically
repeating points made towards the bottom of the previous






(iv)

(v)

(vi)
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page. Secondly, not every reason why Government
spending has risen would be regarded as "pbad" - e.g. higher
spending on defﬁg%eé roads and other infrastructure - and
some of it is/reflection of rather than as a cause

of higher unemployment. Thirdly, and most important,

up to the mid-1960s unemployment was held pretty stable,
at or about full employment level and, indeed, fiscal/
monetary policies to not appear in hindsight to have

been particularly imprudent. It was really the
breakdown of Bretton Woods that led to the collapse of
fiscal/monetary control and that, combined with rising
inflationary expectations and an inefficient labour
market, that led to rising unemployment. So, &s

drafted here, the story really is a bit over-simplistic.

Page %, fourth complete paragraph - there is a problem

with the chart here, as I mentioned in my minute of

11 March to the Chancellor. The current 3m figure
really needs to be got in at some point and (as noted
above ) the proposition in the second sentence is not true
of "every Government since the war". So I would redraft
this paragraph along the following lines:

"You only had to look at the figures to see what was

really happening. The average level of unemployment has
gone on rising under successive Governments - 4m on average
between 1951 and 1964, 4m between 1964 and 1970, Zm between
1970 and 1974, 14m between 1974 and 1979, 2m on average
under the present Government, ard of course ?m today."

Page %, fifth complete paragraph - in the first sentence,

ne mentlon or _,
as well as/Government spending, & reference could also be

made to borrowing and excessive monetary growth. Similarly
in the penultimate sentence on this page, and the first
sentence on page 4.

Page 4, fourth complete paragraph - redraft as follows:

"But at the same time we have been getting the total of
Government spending - and borrowing - under control. And
this has helped to maintain firm monetary conditiomns.

The result is.....".






(vii) Page 4, final paragraph - in the first sentence,

the words "since the War" should be replaced by

"for a quarter of a century". The second sentence

in this paragraph also covers a point that I have

raised with the Chancellor in my minute of 11 March.
Depending on how the Chancellor responds to this,

T would suggest a slightly revised form of words,

asgs follows:

"Under the previous Labour Government, retail price
inflation averaged some 15 per cent a year. The
average increase under the present Government is likely
to be of the order of 10-11 per cent. That's the
average. The actual increase in prices over the last
12 months has been only 5 per cent. Downward pressure
on inflation will be maintained though, because of the
recent exchange rate fall, there may be some temporary,
and small, rise towards the end of this year."

(viii) Page 5, first sentence - this implies that the kind of

profile fogt%%flation shown in Chart C applies to
interest/rtoo.

rates under the present Government have been a point or
two higher than under the last Labour Government. So I

think we need a more cautious form of words here, perhaps:

That is not the case: average interest

"Lower inflation and lower borrowing also help to bring
interest rates down."

And then the first sentence in the third paragraph might
be redrafted:

/ "In the last 18 months, that's brought down the cost of
what businesses and families borrow sharply."

(ix) Page 5, final paragraph - to get across the qualitative

aspects of competitiveness the word "better" might be
inserted before "goods" in the first line, and some explicit
reference might be made to improveddelivery dates, and so on.
In the third sentence would "to be achieved" be preferable

to "always worked"? And - an important point - apart from






money, an obvious omission in this draft is any
reference to wages. also the references in the second
half of this paragraph to productivity are not quite
right. 80 I would redraft from the fourth sentence as
follows:

"Better productivity, lower cost increases, most

b/éspecially lower wage settlements. And in time, more
jobs. For years in Britain our productivity performance
was so bad it was almost an international joke. Now
that's all beginning to change."

(x) Page 6, first paragraph - you need some numbers here,

as follows:

"From 1960 to 1980 when our competitors' productivity in
manufacturing grew by 4 per cent a year, ours only grew
by 2% per cent. But between 1980 and 1982, theirs only
rose by 13 per cent a year butours rose by no less than
41 per cent."

Later on in this paragraph the first reference in square
brackets should be deleted - the last time we increased

our share of world trade (in volume terms) was in 1977.

(xi) Page 6, second paragraph - again, you might extend this

sentence to read:

" ... more Government spending and borrowing. Keeping

monetary growth under firm control."”

(xii) DPage 7, second paragraph — the word "especially" suggests

that this Budget is oriented towards business,’ which it
is not. So I would open up this paragraph by saying:

"I've cut other taxes today to help business, particularly...

And in the following paragraph you might add "for example"”
after 'year".






It might be worth clearing the final three pages of this draft
with FP and ST. But it strikes me that there are a number of
important measures not mentioned here that might be worth adding
to the list:

- UB abatement;

- help for housing, home ownership and construction;

- changes in North Sea taxes of benefit to exploration
and appraisal, and new investment;

- some mention of the smallness of scale of the increases
in excise duties.

There are one or two figures in sguare brackets that I have asked
Mr Thompson in my Division to check.

RRAN

R I G ALLEN
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FROM: M A HALL '\,J /)

A4 March 1983 —

CHANCELIOR cc Mr MacKellar

JIMMY YOUNG PROGRAMME

I mentioned to you that Roy Jenkins was scheduled to appear on
the same day as you. I have spoken to the Producer of the
Jimmy Young programme, and can Treassure you. It seems that
well before the Budget date was fixed, Roy Jenkins was invited
to appear to discuss Europe. This he will still be doing, and
I am assured that the discussion with him will not be about the
Budget, and that there is no question of a three cornered
conversation.

2. You may also like to know that Jimmy Young is talking to

Richard Wainwright on Wednesday, and Peter Shore on Thursday, so
that you will in effect have the last word on the Budget.

o

M A HALL
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CAPTION F

NIS

BUDGET CONFIDENTIAL

So I've been cutting industry's costs, by cutting the
tax on jobs that Labour introduced, and then increased.
I've cut that now nco less than three times in the last

12 months. And that will help to bring back jobs.

I've cut taxes again today especially to help new businesses,
particularly small businesses - which, as they grow, can

create the new jobs we need.

This year, I've introduced the Business Expansion Scheme -
with very generous tax reliefs for investment in(a{T‘small

and medium~sized firms - old as well as new.

Special cash grants for investment in small engineering
firms. I've given another real boost to the new technologies

which will create tomorrow's jobs.

Tax helplgk%»%irmsdzbaf”give their workers a share of the

profits. And cash grants for people out of work who want

to start a new business.

But I've found room too, to help those whom we all want

to help.

Pensioners, f example. Since we were elected, prices
have gone up by [-7C)_7 per cent. Pensions have gone up
by more than/ that, by /77+_/ per cent. /Bnd pensioners

won't be lofing any of that increase./ /Next November,

/pensions will













BUDGET CONFIDENTIAL

first. But this year I've been able to cut it quite

a bit.

Not by cutting the rates,but by raising the point at which
people start paying income tax. That's thgi?est way to
give most help to the low-paid. fMo:e—éhaﬂfE mlllloﬁg’
low-paid workers who are paying tax now won't pay income

tax at all next year.

We need to strengthen incentives in Britain at all levels.
But particularly for those in the so-called poverty and
unemployment traps who all too often find that it just
doesn't pay to work. By raising the starting point of
tax, I've been able to give them a new sense of hope.

And I've started to put right a problem which has been

growing in Britain for 30 years or more.

/Every measure
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So I've been cutting industry's costs, by cutting the
CAPTION F tax on jobs that Labour introduced, and then increased.
NIS I've cut that now no less than three times in the last

12 ‘months. And that will help to bring back jobs.

I've cut taxes again today especially to help new businesses,
particularly small businesses - which, as they grow, can

create the new jobs we need.

This year, I've introduced the Business Expansion Scheme -
with very generous tax reliefs for investment in all small

and medium~sized firms ~ 0ld as well as new.

Special cash grants'for investment in small engineering
firms. I've given another real boost to the new technologies

which will create tomorrow's jobs.
Tax help for firms that give their workers a share of the
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to start a new business.
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BUDGET CONFIDENTIAL
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first. But this year I've been able to cut 1t quilte

a bit.

Not by cutting the rates,but by raising the point at which
people start paying income tax. That's the best way to
give most help to the low-paid. /More than a million/
low~paid workers who are paying tax now won't pay income

tax at all next year.

We need to strengthen incentives in Bfitain at all levels.
But particularly’ for those in the so-called poverty and
unemployment traps who all too often find that it Just
doesn't pay to work.: By raising the starting point of g

tax, I've been able to give them a new sense of hope.

And I've started to put right a problem which has been ¥

growing in Britain for 30 years or more.

/Every measure






FROM:; I R MACKELLAR
14 March 1983

PS/CHANCELLEB// cc: Mr Hall
[//, Mr Monaghan
Mr Page
Mr Chambers
Mr Bobsin

Enquiry Room (3 coples)

BBC TV 'PEQPLE AND POWER' PHOTOGRAPHS

:2):;7 Further to my earlier minute, for Mr Tulley please read Mr I U Chaudry.

IAN MACKELLAR






~
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FROM: M A HATLL
14 March 1983

CHANCELLOR

WEEK-END WORLD

Tebid from Week-End World next Sunday remains tentative. They
are waiting to see what the Budget contains, and what developments
occur on the oil front.

9

M A HALL






FROM: I R MACKELLAR

/ 14 March 1983

ps/ CHANQE;,'{OR cc: Mr Hall
-f Mr Monaghan
Mr Page
Mr Chambers
Mr Bobsin
Engiry Room (3 copies)

p—

BBC TV 'PECPLE AND POWER' PHOTOGRAPHS

We agreed that BBC TV's stills photographer would visit the Treasury
at 11 am on 16 March to take pictures of the Chancellor's office.

The cameraman is likely to be a Mr Tulley. He should take only

about 15 minutes over the pictures.

IAN MACKELLAR






BUDGET CONFIDENTIAL i

FROM: ROBIN HARRIS
DATE: 14 March 1983

CHANCELLOR cc Mr Kemp
Mr R I G Allen
Mr Hall
Mr Ridley

CHARTS FOR THE BUDGET BROADCAST.
Mr Allen's minute of 11 March suggests that the unemployment chart
should end at 3 million rather than the average figure of 2 million.

Although I see the reasgoning, I think that there are very strong

political arguments against showing such a dramatic rise.

U

ROBIN HARRIS






FROM: JILIL. RUTTER
DATE: 14 March 1983

MR MACKELLAR ccs Mr Monaghan
Mr Page
Mr Hall
DF

BREAKFAST TELEVISION: 16 MARCH

The Chancellor has seen your minute of 11 March. The Chancellor
is happy with the arrangements. He is also grateful toc Mr Hall
for his offer to be at No 11 at 5.30 am which he gratefully

accepts.

JiK

JILL RUTTER






RESTRICTED

FROM: ROBIN HARRIS
DATE: 14 March 1§B3“‘

/\J‘;‘. s 'if} J
N~

CHANCELLOR ——— { cc  Mr Ridley
BUDGET BROADCAST: TIM RENTON'S CONTRIBUT1ON

I attach a copy of Tim Renton's redraft of the first, opening
section of the Budget Broadcast. T understand that a new version
of the text is to be circulated later today. The copy which

goes to Tony Jay {(who is due to telephone later for me to explain
your worries about the opening section) could have attached to

it these thoughts from Mr Renton.

e

ROBIN HARRIS






A Budget should not be lilkle the latest espisode in JR - full

of drama and the unexpéctéd'fh;t has to be reversed in the next’

thrilling instalment.

e
(Some of my Labour preq?essors seemed to think they were living
in Dallas - they built up great expectations - only to

reverse them the following year).

I in contrast have been.determined since 1979 to follow a
clear consistent and resolute line. So that everyone -
families, businesses, those abroad who buy our exports - could

have a clear idea of where we were leading Britain.

The importance of having a plan is to stick to it. That what
I have done. And that's why, in my Budget today, I was able to
show some o©of the good results of consistency: inflation well

down, increasing tax thresholds and so on.

More of that in a minute. But remember this. My Budget today
shows that as a nation we can together start to gather some

of the fruits of the hard work since 1979.
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e .FROM: I R MACKELLAR
- JP 14 March 1983
-
Y / 5
1. MR L ,;','f‘,; éﬂza,“ anre 7h, cc: Mr Monaghan
2. CHANCELLOR conlznt ? l;; Page

GRANADA TV BID FOR ECONOMIC SECEETARY

Granada TV has approached the Economic Secretary asking that he do a
short one-to-cne interview outside the House of Commons tomorrow evening
at either 6 pm or 6.30 pm. It is also proposed to record the views of

Labour and Alliance spokesmen.

2. It seems rather undignified to record a Minister in the street,
—
but this is presumably because Granada cannot get a studio.

3. If accepted "he interview would be screened on Granada Reports,

the magazine programme.

4. Are you content that I should approach the EST?

IAN MACKELLAR






CONFIDENTIAL

FROM: G S JOHNSON
14 March 1983

1. MRLFﬁg; cc: Miss O'Mara

Mr Brazier
Mr Chambers
Mr Batchelor

2. MR ROWLEY

Mr Hall

Mr Monaghan
Mrs McKinney
DF

IN STUDIO BUDGET RELEASE
This minute confirms Budget day arrangements with the Financial Times.
A car has been arranged to take you to Bracken House from the Treasury
circle at 3.00 pm. The driver will be David Steel and the car is
a Granada, registration WOQ783W. The car will have a FT sign on the
windscreen.

i ]
You should collect your unstapled copy of the Budget Speech from Mr Brazier
at about 2.00 pm on Budget day.

Your FT contact is David Walker, tel: 248-8000.

G S5 JOHNSON






CONFIDENTIAL

FROM: G S JOHNSON
14 March 1983

1. GE cc: Miss O'Mara
Mr Brazier
Mr Chambers
Mr Batchelor

2. MR SPRINGTHORPE

Mr Hall

Mr Monaghan
Mrs McKinney
DF

L Hotgiaq

IN STUDIO BUDGET RELEASE

I understand from David Keefe that the rehearsal went smoothly. This
minute is to confirm Reuters Budget day arrangements. A «ar has
been arranged to take you to Fleet Street from the Treasury circle

at 2.45 pm. Precise details of the car, however, will not be
avalilable until later on today. o

You should collect your unstapled copy of the Budget Speech from
Mr Brazier at about 2.00 pm cn Budget day.

Your contact at Reuters is David Keefe, tel: 250-112.

G 5 JOHNSON






CONFIDENTIAL

N,
\ ) FROM: G S JOHNSON
14 March 1983

1. MR Emﬁ;/f, cc: Miss O'Mara

Mr Brazier
Mr Chambers
Mr Batchelor

2. MR SLAUGHTER

Mr Hall

Mr Monaghan

Mrs McKinney
F

ce. M Haa-‘“ :

IN STUDIQ BUDGET RELEASE

I trust the rehearsal with the Press Assoclation was satisfactory.

You should collect your unstapled copy of the Budget Speech from
Mr Brazier at about 2.00 pm on Budget day.

]
Your PA contact in the House of Commons is Mike Bramley,

tel: 219-4282.

G S5 JOHNSON






CONFIDENTIAL

FROM: G S JOHNSON
14 March 1983

1. MRLFﬁEg cc: Miss O'Mara

Mr Brazier
Mr Chambers
Mr Batchelor

2. MR ROWLEY

Mr Hall

Mr Monaghan
Mrs McKinney
DF

IN STUDIO BUDGET RELEASE

This minute confirms Budget day arrangements with the Financial Times.
A car has been arranged to take you to Bracken House from the Treasury
circle at 3.00 pm. The driver will be David Steel and the car is

a Granada, registration WOO783W. The car will have a FT sign on the

windscreen.

"k
You should collect your unstapled copy of the Budget Speech from Mr Brazier
at about 2.00 pm on Budget day.

Your FT contact is David Walker, tel: 248-8000.

G S JOHNSON
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BUDGET SECRET until after Budget Speech,
15 March 1583

BUDGET SNAPSHOT 15 MARCH 1983

Budget proposes significant cuts in taxes on individuals and business consistent with the
Medium Term Financial Strategy for effective control of the money supply, lower public
borrowing and further progress on inflation. The Chancellor stressed that: "The requirement
we saw, and the country accepted in 1979, was for resolve, for purpose and for continuity.
My proposals in this Budget are rooted in that same resolve, and will maintain that purpose,
and that continuity. They are designed to further the living standards and employment
opportunities of all cur people and to sustain and advance the recovery for which we have
laid the foundations."

A. Main Proposals (FSBR, Part 1; detailed proposals listed in Part 4)

(i)  Relief for persons - personal income tax allowances and thresholds increased by
14 per cent - 8} percentage points more than required for by statutory indexation.

{ii)  Child benefit increased to £6.50 a week - more than restoring its 1979 purchasing
value -~ highest ever level in real terms.

{ii} 5 per cent abatement of unemployment benefit to be restored.

{iv] Measures to assist housebuilding and home ownership, including increase in
mortgage interest relief limit to £30,000.

(v} Additional employment measures include extensions of the Enterprise Allowance
and Job Release Scheme.

{vi) National Insurance Surcharge reduced to 1 per cent from 1 August.

(vii} "Small companies" rate of Corporation Tax cut from 40 per cent to 38 per cent.
{viii) Further assistance to small firms and to help enterprise and wider share
ownership includes new Business Expansion Scheme, extending and improving the

present Business Start-up Scheme, and help for technological innovation.

(ix) Changes to North Sea oil taxation include the phasing-out of Advance Petroleum
Revenue Tax and special relief for future fields.

(x) Excise duties increased broadly in line with inflation.
{xi) Measures aimed at fringe benefits and tax avoidance.

In addition proposed changes in the method of uprating social security benefits were
announced.

B. Autumn Measures

The following measures were announced in November 1982 to take effect from April 1983;

(i}  National Insurance Surcharge cut by 1 per cent to 14 per cent from 1 April 1983,






BUDGET SECRET until after Budget Speech,
15 March 1983

(ii) National Insurance Contribution rates (employers and employees) increased by %
per cent. Increase was less than tbe 0.4 per cent needed to balance tbe National
Insurance Fund.

Revenue costs in 1983-84 of NIS cut and hold-back on NIC - some £1 billion.

C. Effects of Budget

Compared with conventional indexation, and taking account of expenditure measures,
Budget measures will add £1.6 billion to public sector borrowing requirement {PSBR) in
1983-84.

Direct revenue effects of tax changes:

(£ million)

Effect in 1983-84 Effect in a full year
Change from - Change from Change from Change from
indexed base non~-indexed indexed non-indexed
base base base
Income tax allowances
and thresholds -1,170 -2,000 -1,490 -2,545
QOther income and direct taxes -295 -310 -365 -41()
National Insurance Surcharge* =215 =215 -390 -390
Excise duties 10 595 10 605
QOther indirect taxes - -5 - -5
-1,670 -1,935 -2,235 -2,745

* Estimates exclude public sector payments.

+/- indicates an increase/decrease in revenue.

Additional public expenditure on technology and innovation, housing improvements, social
security and employment measures will cost £238 million in 1983-84 over and above what is
already provided. This is all charged to the Contingency Reserve and thus will not add to
the total of planned public expenditure.

The latter is now expected to be £112.5 billion in 1982-83, £0.5 billion less than the estimate
in the Public Expenditure White Paper, Cmnd 8789. The planning total in 1983-84 is reduced
from £119.6 billion in Cmnd 8789 to £119.3 billion, compared with the £120.7 billion planned
at time of the 1982 Budget.

The full year revenue cost of the Budget is of the order of £21 billion. The bulk of this ~
around £2 billion - goes to individuals. But busineas benefits to the extent of about £i
billion. Businesses have been helped by the measures announced in the autumn - worth
around £% billion after taking account of the increase in the employers' National Insurance
Contribution - as well as by the falls in the exchange rate and oil price. If revenues from
taxes paid by business (NIS, NIC, corporation tax and rates) - apart from the North Sea
industries - were the same share of total taxes in 1983-84 as they were in 1978-79, then
these businesses would have to pay some £3 billion more than is forecast for the coming
year.

The changes in excise duties will add 0.4 per cent directly to the RPI (but have a negligible
effect compared with an indexed base). This has already been taken into the forecast.

N






BUDGET SECRET until after Budget Speech,
15 March 1983

D. Medium Term Financial Strategy (FSBR Part 2}

MTFS - updated and extended to 1985-86. Ranges for monetary growth will be the same as
those planned this time last year, showing a continuing steady downward path. These ranges
- which, as last year, are constructed on the assumption of "no major change in the exchange
rate” apply both to broad measures of money (EM3 and PSL2) and the narrow measure (M1):

[per cent] 1983-84 1984-85 1985-86
1983 FSBR 7-11 6-10 5-9
1982 FSBR 7-11 6-10 na

A PSBR of 21 per cent of GDP - around £8 billion - is planned for 1983-84, consistent with
the figure published in the Autumn Statement. The PSBR ratio will continue to show a
downward path over the medium-term. The fiscal projections assume real GDP growth of
2% per cent per annum, and money GDP growth of 8 per cent.

PSBR*
(Ebn] 1982-83 1983-84 1984-85 1985-86
1983 FSBR 7% (2%) 8 (23) 8 (2%) 7 (2}
1982 FSBR 93 (3%) 83 {(z%) 61 (2) na

* Figures in brackets show PSBR as a % of GDP.

E. Economic Developments and Outlook (FSBR, Part 3)

Budget is presented against a world background which, though still full of risks, is looking
more hopeful. Lower interest rates and inflation, particularly in the US, and a number of
recent indicators, are pointing towards some increase in world activity in 1983. The fall in
oil prices in recent weeks improves the prospect for both recovery and lower inflation.

In the UK, a pause in the downward trend in RPI inflation is likely this year. Total output
(GDP} should rise by about 2% per cent in the year to first half of 1984, and manufacturing
output by much the same percentage. The growth in output now foreseen, if sustained, is
probably consistent with no major change in unemployment. The surpius on the balance of
payments current account is forecast to remain sizeable (but smaller than in 1382). Exports
are forecast to rise as world trade recovers, but imports are also likely to increase as the
rundown in stocks comes to an end.

Summary of Short-Term Forecast

2)

GDP (% Current Account PSBR( RPI (%
change on Balance of (Ebn and % change 4th
year earlier) Payments (£bn) of GDP) quarter to)
4th quarter)
1982 ) 4 T (21) )
1983 2 1&) 8 (21 6 (3)
1984 (first hailf) 24 2 - 6
(n At annual rate
(2) Financial years 1982-83, 1983-84
(3)

Second quarter 1983 to second quarter 1984






BUDGET SECRET until after Budget Speech,
15 March 1983

F. Personal Income Taxation

Main rates - including basic rate of 30 per cent - remain unchanged. Allowances and
thresholds increased by about 14 per cent as follows:

{€) 1983-84 1982-83
{(proposed)

Married 2,795 2,445
Single (and wife's earned income) 1,785 1,565
Additional personal {and widow's bereavement) 1,010 880
Aged ~ married 3,755 3,295
Aged - single 2,360 2,070
Basic rate limit

(starting point for higher rates) 14,601 12,801
Aged income limit 7,600 6,700
Investment income surcharge

threshold - 7,100 6,250

G. Social Security and Qther Benefits

Uprating of social security benefits will be based on the outturn figure of inflation to May
1983. Next November's uprating will therefore be announced in June. May's inflation figure
expected to be in the region of 4 per cent. Linked public service pensions to be increased by
same amount.

Child Benefit increased by 65p to £6.50 from November 1983; one parent benefit up 40p to
£4.05. (Gross cost £122 million in 1983-84 as compared with no increase at all, £340 million
in 1984-85.)

5 per cent abatement of unemployment benefit to be restored from November 1983 (cost
£22 million in 1983-84, £60 million in a full year).

A number of measures to provide substantial help to the sick, disabled, war pensioners and
the less well off. Main changes:

a. Amount the severely disabled can earn before benefit is up from £20.00 to
£22.50.

b. "Invalidity trap” to be ended - people under 60 on incapacity benefit for a year
will qualify for long term rate of Supplementary Benefit. Over 60s will qualify

immediately.

C. Capital disregard for entitlement to Supplementary Benefit increased from
£2,500 to £3,000. Additional disregard of £1,500 for life assurance policies.

H. Widows and Charities

Entitlement to widow's bereavement allowance extended to cover year after husband's
death. (Cost £30 million in a full year.}

£250,000 ceiling for CTT exemption on bequests to charities abolished: outright bequests to
charities will not be taxed.

Annual ceiling for tax relief at higher income tax rates for payments under deeds of
covenant to charities raised by £2,000 to £5,000.

Companies to be able to deduct for tax purposes costs of staff seconded to charities.






BUDGET SECRET until after Budget Speech,
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I. - indirect Taxes

Changes reflect need to broadly maintain real value of excise duties.

(+) )

Indirect Tax Yields' ' and Costs (€ million)
1983-84 Full year

VAT -5 -5
Tobacco 95 100
Drink 140 145
Petrol 190 190
Derv 40 40
VED - cars/light vans 93 93

- lorries 37 37
Total all duties 590 600

VAT. Basic rate remains 15 per cent; registrétion limit increased from £17,000 to £18,000.

Tobacco. Duty (inclusive of VAT) up 3p a packet of 20 cigarettes {from 18 March 1983), No
change in rate of duty on pipe tobacco.

Drink. Duty (inclusive of VAT) up lp on a typical pint of beer, 5p on a bottle of table wine,
7p on a bottle of sherry, 25p on a bottle of spirits, 1p on a pint of cider (from 16 March
1983).

Petrol. Duty (inclusive of VAT) up 4p a gallon; derv up 3p a gallon.

Heavy fuel oil. No change.

Vehicle Excise Duty {on or after 16 March). Car duty up by £5 to £85. Approximate 10 per
cent reduction in rate for 315,000 lighter, less damaging lorries; increase of hetween 5 per
cent and 26 per cent for selected lorries; heaviest, most damaging lorries suffer largest

increase. New 33 to 38 tonne lorries to cover their road costs from the outset.

J. Housing, Home Ownership and Construction

Ceiling for mortgage interest relief up from £25,000 to £30,000 (cost £50 million in 1983-84).
Relief extended to self-employed in tied accomodation buying houses elsewhere.

Limit on expenditure eligible for home repair grants increased by 20 per cent. Additional
resources to "enveloping” schemes - external repairs to whole streets or terraces in inner
city areas. {Cost of these 2 measures -~ £60 million in 1983-84.}

Stock relief available on houses accepted by builders in part exchange.

Industrial buildings allowance - permitted proportion of office space up from 10 per cent to
25 per cent (full year cost £25 million). '

Development Land Tax deferment scheme on developments for owners' own use extended
from April 1984 to April 1986.

K. Employment Measures

Enterprise Allowances to help unemployed people set up their own business extended to
whole country.

n
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90,000 men between 60 and 65 no longer required to register solely in order to protect
pension rights.

42,000 unemployed men on Supplementary Benefit will no longer need to wait a year (or to
reach 65) to qualify for long term rate of SB.

New scheme for part-time job release.

L. National Insurance Surcharge

The NIS is to be cut by another } per cent to 1 per cent from 1 August. Benefit to be
confined to private sector. {Cost £215 million in 1983-84, £390 in full year).

M. Small Firms, Enterprise and Wider Share QOwnership.

Measures to foster growth of small and medium sized enterprises and improve their
competitive environment. The new VAT registration limit and the changes in capital
taxation will also help small firms.

Business Expansion Scheme extends and improves the Business Start-up Scheme. The life of
the scheme is extended to April 1987, it will now be applied to new and established unquoted
trading companies and the maximum yearly investment limit will be raised from £20,000 to
£40,000,

Corporation Tax - small companies rate cut from 40 per cent to 38 per cent; profits limits
raised ~ lower limit up £10,000 to £100,000 - upper limit up £275,000 to £500,000. (Cost £40
million 1983-84; £70 million in full year.)

Interest relief extended to share purchases in employee buy-outs.

Deep-discounted stock - borrowers to get relief for accrued discount; investors to pay tax
only on redemption and sale.

Profit Sharing and share options:-

a. profit share limit - £1,250 annual limit plus alternative of 10 per cent of salary
to maximum of £5,000;

b. save-as-you-earn monthly limits raised by £25 to £75;

c. for other share options, 3 year instalment period over which income tax can be
spread extended to 5 years.

Loan guarantee scheme - ceiling for total lending raised from £300 million to £600 million.

Small Industrial Workshop Scheme - averaging of size requirement for conversions of old
buildings.

Freeports - legislation to be introduced; a few experimental locations to be authorised.

N. Technology and Innovation

Small Engineering Firms Investment Scheme re-opened.

First year allowances for rented teletext receivers extended to June 1984, and for British
films until March 1987.






BUDGET SECRET until after Budget Speech,
15 March 1983

Also includes help with information technology, innovation linked investment and extension
of science parks. (Total cost of technology and innovation measures package ~ £240 million
over three years).

O. North Sea Qil Regime

Total North Sea revenues expected to be about £8 billion in 1983-84 similar to 1982-83
estimated outturn. A package of reliefs totalling £800 willion over four years for existing
fields, together with a substantially more favourable regime for future fields. Total cost of
Budget tax reductions estimated at £115 million in 1983-84.

Advance petroleum revenue tax (APRT), 20 per cent rate from 1 July 1983 cut to 15 per
cent; to be phased out completely by the end of 1986,

PRT relief for expenditure incurred in searches or appraisal of discovered reserves, other
than in existing oil fields or developments.

New fields (consent given after 1 April 1982) will get double existing oil allowance of i
million tonnes each six months (total limit 10 million tonnes) and will not pay royalties.
(Does not apply to onshore and Southern Basin oil fields).

Abolition of restriction on PRT relief for expenditure on shared assets (eg pipelines),

P. Capital Taxation (Capital Gains Tax, Capital Transfer Tax) and stamp duty.

CGT. Annual exempt slice raised £300 in line with inflation to £5,300.
Retirement relief doubled from £50,000 to £100,000.

CTT. Thresholds and rate bands raised in line with inflation; threshold up £5,000 to £60,000.
Certain business and agricultural reliefs extended.

No change in Stamp Duty rates and thresholds. Consultative document to be issued.

). Fringe Benefits, Tax Avoidance, International Taxation

1984-85 scale charges for company cars up by about 15 per cent from those applying in
1983‘84-

Certain special tax advantages for directors and higher paid employees removed (eg on cost
of children's education, expensive houses).

Measures to be brought in to prevent manipulation of group and consortium relief.

Legislation on "Tax Havens" to be introduced as per consultative document "Taxation of
International Business". Between them, proposals on tax havens and on ACT and double
taxation relief will not involve any increase in the total tax burden on international business.
No measures on company residence or upstream loans.

H M Treasury
15 March 1983
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COVERING BUDGET CONFIDENTIAL

FROM: MISS M O'MARA
DATE: 15 March 1983

cc  Chief Secretary
Financial Secretary
Economic Secretary
Minister of State (R)
Minister of State (C)
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Mr Hall

MR R 1G ALLEN

BUDGET BROADCAST

I attach a revised version of the Chancellor's Budget Broadcast. You will see that it
contains two alternative opening sections and two alternative versions of paragraph [ on

page +© . The Chancellor's preference is for the underlined version.

2. You will see that the Chancellor has not taken your advice on all points but he believes
that the charts and text together will enable him to rebut any charges of misleading the
public. Nevertheless, if you still remain very concerned, he would like you to speak up

again,

3. The Chancellor thinks that the Broadcast is still too long. He has square bracketed

sotne passages which might be deleted but thinks he will probably need to make further cuts.

4, Could you and others check the text for any errors of fact as soon as possible. We are

sending Mr Jay a copy {without the summary of the Budget measures!)

M ra
MISS M O'MARA


















BUDGET BROADCAST )

ALTERNATIVE INTRODUCTION

If you've been watching a lot of the news
and comment about my Budget during the last
few hours, you must be feeling gorged on

figures by now.

So I'd like to try and put it all in perspective.

Budget Day's a great traditional occasion.

For weeks before, people guess about what the
Chancellor.is going to do. Then, the
weekend.befpre, you see him having a pint

at the local or walking his dog: and finally
waving that battered o0ld brief-case containing
all the Budget secrets for the benefit of the
cameras on his way to Parliament.

/That's as it
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SIR GEQFFREY HOWE (CHANCELIOR OF THE EXCHEQUER)
Transeript of Post-—Budget Broadcast (As Appears On All Chennels).

15 March 1983,
ANNOUNCER: The Budget. The Chancellor of the Exchequer, the

Right Honourable Sir Geoffrey Howe MP, speaks for the

Government.

CHANCELIOR: TYou know there's a basic problem about a Budget
Broadcast and, even after 5 Budgets, I'm not sure if I've

golved it. Successful broadcasting, so they tell me, is all
about coming up with something new and different and unexpected
all the timej; but successful management of a Nation's economy
isn't like that. It'e all about steadiness eand consistency and
sticking to your objectives., So, there aren't many surprises in
my Budget; it follows the same line as my 4 previous omes with
Just one difference, perhaps, it's becoming clearer and clearer
every year that those lines are the right lines. We've all known
for years, now, that things have been going wrong in Britain for
a long time. 4 good many of you will remember the days when we
scarcely thought of buying anything that wasn't made by

British workers in British factories, but gradually, that's
changed - motor bikes from Japan, shirts from Taiwan, shoes from
Poland - it's been a long downhill slide and we've always known
it would be & long haul +o get back. Three years ago I told you
it would take more than one Budget - more even than 2 or 3 - to
get things right. Of course, there are some people who still
argue that tﬁe Govermment could take the old short eut and create
lots of new jobs just by lashing out more Government spending,

by borrowing more; buf they really should know, by now, that
that's no answer.‘jﬁhe average level of spending has'goﬁé up

under every Government for the last 30 years as they tried to spend

/’




their way out of rising unemployment and what bhappened? In the
long-run it made things much worse. You've only to look at the
figures to see what was really happening. Under every Government
for a generation, the average level of unemployment has been
higher than under the one before and we'vé’not yet been able to
stop that trend. The link between Government spending and .
borrowing and unemployment is inflation. In the short-run, perbaps,
it can create a few Jobs, but, in the long-run, it ends up
destroying many more. And inflation, too, has gone up, step by
step, under successive Governments. Government spending and
borrowing, inflation and unemployment; they all go together.

That's why we knew we had to control Government spending and
borrowing and beat inflation if we wxre really to get unemployment
coming down. But, all the time, we've done all we can to look
after the people who really need help. Even after allowing for
rising prices, we've been able to spend more, not less, than
previous Governments on the Health Service; more, not less, on
pensions; more, not lessg, on the unemployed and training young
people, helping them to find a job: and, with 211 this, we're

gtill getting inflation under control as well. This(30vernment
will be the first for 25 years to achieve an average inflation

rate lower than the one before. TUnder the last Labour Government,
prices went up, on average, by about 15% a year. We've got that
aversge.down to just over 10%; and if you Jjust take the past

year, it's even more dramatic. Inflation, now, is down to 5%.

Then there's_ﬁovernment borrowing. That had been riging,
dangerously for years when we took office and pushing interest

rates higher and higher. I was determined to stop that rise.

It's now down to manageable rates and that's brought dowﬁ the

cost of what business and far'lies borrow uite dramatically.

As a result, the average co- .e, buying th - first bhome, are
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paying about £40 less a month than a year ago; and it's saving
companies hundreds of millions and that makes it easier for them
to invest in tomorrow's Jjohs. But still, unemployment is much
too high and there's only one lasting way to deal with that.
British industry has to make goods that can compete - to win
orders round the world and in Britain, too - and then take people
on to meet those orders., That's how a real recovery has always
worked: better praductivity; lower costs; more sales; and, in
time, more jobs. Tor years, in Britain, we've been producing
far less per man and woman than almost any of our

competitors, now that's all chenging. Between 1960 and 1980,
our competitors' productivity grew getting on for twice as fast
as ours. But, since 1980, theﬁr'é has only risen 14%, ours has
increased 3 times as fast; and people are being more sensible
about pay. As a result, we're beginning to win back a larger
share of world trade. That's something the British people have
achieved, not this Covernment. People like those who work at
Jaguars, for example, making almost 3 timés as many cars per man
this year as they éid 2 years ago, and selling them.

But we, in the(:overnment, have a part to play too. That's VVhﬂ
I've been cutting industry's costs bytcutting the tax on Jjobs.

Surcharge in 1977 and

Labour introduced the National Insurance
raised it in 1978. I cut it -Twice last year and this Budget

cuts it again; down to 1% from next August and that will make

it easier for firms to grow and provide the extra jobs we long

to see. I'velcut other taxes today to help business, particularly
small businesses, - the firms that'll grow into tomorrow's household
names - and because we 've made such good headway againstlinflation,
the increases\in Duty on tobacco, drinks and petrol are the

lowest they've been for a long time. I've found room, too, to
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help those whom we all want to help: pensioners, for example.

Next November, pensions will go up again. We've pledged ourselves
to keep up the value of pensiong, in fact, wa've done better,

Over this Government, pensions will have gone up a good deal
faster than prices. We've been able to give real help to

families too - particularly the low-paid - because, from next .
November, c¢hild benefit is going up to £6.50 a week; that will

be worth more than ever before. DPeople who are out of work

will have the full value of their unemployment benefit restored.
T've extended the special tax allowance for widows. I've introduced
new measures to help the disabled; and I'm proposing further
assistance for the Charities which do so much to care for those

in need. One other big thing: lower income tax. That's good

for people and good for business, too. Over the last few years
I've not been able to cut income tax as much as I should have
liked - industry had to come first - but, this year, I've been
able to cut it quite a bit by raising the point at which people
start paying income tax. Tlut's the best way to give most help

to the low-paid. More than a million low-paid workers who are
paying tax now, won't pay income tax at all next year.

Every measure in this Budget is designed to help the recovery
that's now getting under way and it is, you knmow, slowly but
surely. There are more houses being built than a year ago;

more goods being sold in the shops; more cars, more trucks bging
sold; and more of all these things being made in Britain.

hat means tﬁat as 4he world recovery gets going, Britain will

be really well placed to ride the crest of the wave instead of
being swamped by it as we've always been before. Of course, we
won't see unemployment come tumbling down over night, that's a

problem the wple imdustrial world .s going to have to cope with

for quite.a time to come, but th¢ » is a new n0dd of realism
4



and determination in the country. It shows up in fewer strikes;
much lower price rises; rising productivity; good export
figures; almost everywhere you look. That's what we've been
aiming for ever since we took over. It's,the only policy for
Jobs which last and it's the policy we're sticking to because

we all know, in our hearts, that it's the only one whiech works.
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People who are out of work will have the full
value of thelr unemployment benefit restored.

I've extended the special tax allowance for widows,
which I introduced two years ago, so as to give
them real help not just in the vear when their

husband dies but in the next one too.

I've introduced new measures to help the disabled.

And I'm proposing further assistance for the

charities which do so much to care for those in

need.

B e

One other big thing: lower income tax. That's

good for people and good for business too.

Over the last few years I've not been able to cut
income tax as much as I should have liked.
Industry had to come first., But this year I've

been able to cut it guite a bit.

/Not by cutting
























LEON BRITTAN (CHTEF SECRETARY TO THE TREASURY)
GERALD KAUFMAN (TABOUR ENVIRONMENT STOKFSMAN) v
WILTL.IAM ROGERS (SDP)

TNTERVIEWER: JOHN TUSA

Trangscripl from BBCZ, Newsnight. 15 March 198%.,

TUSA: .. ... Pnd I'm joined, now, by % people who will be at

the centre of thalt excitement both now, in the next 9 days, and
especially on by-election night: Leon Brithtan, Chief Secretary

to the Treasury; Gerald Kaufman for Labour; Bill Rogers for the SDP.
Gerald Kaufman, you first. A Budget for Britain's continuing
_recovery, says the Chancellor. VWhy do wvou believe that's not

the case?

KAUFMAN: DBecause we haven't got a removery so how cén it he
continued. “his is a Budget that's bad for the unemployved;

there is nothing that will substmatially tackle the problem of
nass unemployment that this Government has created. IL's a Budget
that's bad for those in work who have to be earning a very great
deal before they gain from this Budget, taking into account

the Increases in National Insurance contributions and the increases
in rents and charges: and the whole Budget income tax reduction
doesn't give back a qguarter of the increase in income {ax

that this Government imposed gince it came into office. TIt's a
Budget that's bad for inflation: they admit that inflation is
going to go up again. It's bad for the pensioners; they're

only going to get a 4% increase though the uovernment, 5ays
inflation is poing Lo go up by 6%. It's bad for families; only
65P up on c¢hild benefits when it should have been up by £2 in

our opinion. Bad for the construction induslry, as you've heard
this evening; the construction industry 1s suffering its worst

crisis since before the first world war. Bad for home owners;
1






£50 million should have been used to help first time buyers nob
the people buying the most expensive houses on the highest incomes.
TUSA: Can you just hold it there because there'll be a chance

to say other things later. Bill Rogers, Jjust first of

all, on this question of what relation il has to the overall

state of the economy. How do you judge the Budget on that?

ROGERS: Well it won't make a great deal of difference and

this, I think, is the great disappointment, because, although il's
a Congervative Government and I think it's done a greatbt-deal of
harm to the country, I would have prefcrred a Budget

which would gelt the country moving again - we want to see people
back in work - and the plain fact of the matter is that, by the
end of this year, there will be more people out of work; prices
will be rising faster than they're rising now and, certainly,
those few people who may feel better off this evening will
certainly not be feeling better off then. 8So I think very
digappointing, simply from the point of view of the country,

not from a political point of view — we don't want to pet a
political advantage - it could have been better. It was cautious,
it was dull, % out of 10 I would say.

TUSA: But certainly no sign of recovery, whether continuing or
not?

ROGERS: No, none at all. I mean, I think that is the great
disappointment. Again we should ask people. We've had 4 years

of Conservative Sovernment and do they feel better off - is the
country better off -~ and the answer is fthat the country is not
better off. Inflatinn has fallen and I'm very glad about that - I
think this is the one achievement that the overnment has had ~ but
it's going to be rising apgain and, although the Chancellor, todsy,

talked about a 6% rate of inflation by the end of the ywar, many

o
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people who are very wise in these matters think it could well be
2% or 8%. So what little benefit we've had will have been..
eroded by the end of 1963.

THSA: Leon Britten, could we start from this overall

question of the recovery; why you think the Budget will have

some effect on recovery?

CST: Yes. The overall position is that the economy is beginning
to recover — the CBl's trends show this, the figures for
industrial production last month show this and the Budget will
help - it will help by reducing costs and making it, therefore,
easier for businesses to expand and to employ people, if 1t comes
to that. The cut in the National Insurance 5urcharge is a very
good example of exactly the way in which business cosfs are cut.
The cut in the corporation tax of 2% for small businesses, is
ancther example. It is also targeted to particular areas

where help is being given; the construction industry is one. Now,
as it happens, house-building, for example, is now rising

there's no question about that. <his will help house-building
further, both through the increase in the mortgage interest relief
ceiling but also through the money given for home improvements,
for the enveloping scheme. There's assistance for the new
technology; the small engineering fifms investment scheme has
been reopened. That 1s something of particular assistance in the
areas such as the ,est Midlands. Assistance to the oil industry
to explore further fields and, of course, the main change from
the business start-up scheme to the business expansion scheme,
All of those are going to help the recovery., But, where I've

got to absolutely disagree with the other 2 speakers is that,

if you are judging it in terms of how much money are you throwing

at the country? then, of course, the money is quite limited but
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that is entirely in conformity with our view that you cannot

solve problems - you cannot cure unaployment, passionately

though one wants to do it - simply by spending and printing money,
that will only lead to inflation rising. I just want to make

one point on inflabion because that it is imporftant, let's get a
sense of perspective, Inflation has come down from 22% to 5%

and the Government is expecting it to go up to 6%.

TUSA: #nd is that going to Jjust be a temporary hitch and it

will come down again?

CST: “here's no doubt that 6% is something which then will be
the precurser to further moves on inflation and that's the
reality of the situation.

TUSA: Gerald Kaufman, what about this paint, as Leon Brittan
says, you can't, as he says, throw money at things; you Just

have toareate the circumstances in which industry can flourish?
KAUFMAN: You don't throw the money at industry. What you do

is provide the money for proper industrial investment. TYou put
money into the congtruction industry - not in these penny
packets that My Brittan has been talking aboul - but you
increase the money for building by very large amounts. Every

&1 billién you add to the building industry nol only builds a
lot of homes, for example, but 1t creates 120,000 jobs.

TUSA: What about other industries, though, besides construction;:
because, after all, Britain needs a new indusirial base or an%
additional moderm industrial base. Is Lhere anything in the
Budget - or anything 1n Yonservative stratesy - which indicates
how those new industries -~ and new jobs in those industries -~ will
be created. Can I hear why they think lLhere isn't and then you

I






can say why there is, Gerald Kaufman.

KAUFMAN: There isn't a strategy. Ehab there is is a few penny
packets in which they are throwing small amounts of money at big
probgems. Instead of settling down and saying, we have mass
unemployment -~ we have 3% million unemployed when there were only
just over 1 million when this Governmenl; came to office, and we
feel passionately about mass unemploymeni and we're going

to do something aboub it - instead they say no. They say we're
going to put unemployment up by another 200,000 in this financial
year. That's what thev're going to do about unemployment.

TUSA: Bill Ropers, as SDP Industry Spokesman?

ROGERS: Well I think this is exactly the picture and it's a very
depressing one indeed. I would like to have seen the National
Insurance Durcharge cut much more sharply - got rid of entirely ~ and
the cut of 4% may be something which is worth seeing but it should
have gone altogether.

TUSA: But would that, in itself, have created new jobs in new
industries?

ROGERS: It would have created some new Jobs and, equally, if

you cut VAT by 23%, say, to 124%, that would also have created
some new jobs. But I have to say that I don't think the Budget -
we can't blame everything that isn't‘being done on the Budget
because the Budget is mrely the central framework for industrial
policy as well. And what I regret is that if you put the indus-
trial policy of the Government together with what Sir Geoffrey
has said today, we're still in a situation ofmmoe people out

of work and no prospect at all of prices falling; on the
contrary, prices rising more sharply by the end of 1983%.

TUSA: Leon Brittan, The lack of prospects, as they say, for new
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Jobs in new industries?

C3T: Oh, the prospects are, in fact, not lacking, as has been
suggested. Take, for example, the construction industry on which
so much has been focussed. I met the consfruction industry
spokesmen - and I met them earlier in the year - and they all
agreed that the most important thing was a fall in interest rates
and we've seen a further fall in interest rateg today.

That's really what will help them more than Government spending
schemes. Now the central difference between us ig that we have
heard from the Opposition spokesmen - both of them - wanting fo
spend more money and they say that it'll be beautifully targeted.
Where is that money to come from? It can come in only 2 ways:
either it is borrowed or it istax. Lo increase taxes does not
seem to be to be a recipe for industrial recovery. To increase
borrowing is bound to lead either to higher inflation or to higher
interest rates and probably to both.

TUSA: Well can I hear which of fthose 2 methods (or others)

they would choose?

Bill Rogers.

ROGERS: “his is not the chadice at all. Additional borrowing
which 1s esgential in pregent circumstances - yes, indeed, it is
essential - and the Government was so (or has been) so

committed to keeping borrowing down, everything was bound to go
wrong. Now if you allow borrowing to increase somewhat -~ a £3
billion reflation -~ and if you do scmething to keep prices under
control = I would say by a Prices and Incomes Policy but that's
not something which was in the Budget {(but by cutting VAT) - it
can be done. But the Government has become so rigid it is in a

straight-jacket and that ig really why it's done so much damage.
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Good intentions, perhaps, but no understanding of how the economy
really works.

TUSA: Terald Kaufman.

KAUFMAN: You can do it in 2 ways. The Government is throwing
money at unemployment by spending £17 billion in keeping peorple
on the dole queues at the moment. That money ought to be spent
on putting them to work. “hat's one way we'd get the money.

The other way is by making those on the highest incomes pay more.
This Government reduced the upper level from 83% to to 60% in
1979, WAt that time they gave those 6% richest income tax earneners
£1% billion (that would be more than £2 billion, probably

£24 billion now now). If that were put back those people, who
can well afford to pay, could help to pay for creatiﬁg new Jjobs.

TUSA: Leon Brittan can you deal with these 2 alternatives.

£% billion extra borrowing from Bill Rogers and some
extra taxation from Serald Keufman?

CST: TYes. The idea that extra borrowing can be made

painless by a prices and incomes policy ié something which

was absolutely the ruination ......

ROGERS: WNot only by a prices and incomes policy but alsco VAT. ....
C3T: of the Government of which Mr Rogers was a member. <Lhat's
exactly what it tried to do and 1t failed and the IIMF had to come
and bail it out. As for Gerald Kaufman's suggestions that all

this can come, painlessly, from soaking the rich; it really is

a myth, a social myth which bears no economic sense at all.

The idea that all you have to do is to soak the rich and the

money is available to do all these marvelous and wonderful things
is childish falacy. It is not the economics of reality, it is

the economics of Cloud Cuckoo Land. And indeed, even if the figure

that Yerald Kaufman mentions were available, the plans of his
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Party - the extravagant plans which they put forward - are

vastly greater than that and would involved Huge

increases 1n borrowing or taxation and there is no avoiding that.
TUSA: Bill Rogers and Gerald Koufman. wquld you agree on one
thing - may be on others but on this at least - that it's, by

any stretch of the imagination, a raging, give-away,

pre—-election Budget, is it?

KAUFMBN: It's a very foolish Budget both from the country's
point of view and from the Government's point of view. ITt's a
Budget that will not get mass unemployment down ~ and I repeat,
we are spending £17 billion and Mr Brittan can't argue with

that - .....

TUSA: But it's not buying votes, though, is it?

KAUFMAN: Phat it's trying to do is to have things every way

and, as a result, it's having things no way. We are not

helping those in work - they're not getting reasonable tax
concessions in place of the huge tax increases they have had
under this “overnmeni — and we're not helping the %% million
unemployed.

TUSA: Bill Rogers, very briefly, is this a pre-election Budget ...7
ROGERS: A very disappointing Budget. I think totally consistent
with what the Yovernment has done so far - they can cettainly
make that elaim - but what the Government has done so far hasg$
been disastrous for the country. Po if they go into an election,
I think they will get what they deserve for tremendous failure

in economic policy whichhas not been redeemed today,

TUSA: Leon Brittan, ae you happy to defend? Would you be happy
to go on the Hustings and c.eeseecases?

CST: I'd be very happy to go on the Hustings at any time on the

gtrength of this Budget; and I note, with interest, that Gerald
8






Kaufman and Bill fogers at least have had the honesty not to
pretend that this is a Budget to buy votes. A4As for the taxation
increase; the fact is that, by increasing allowances 24 times

as much as was necessary to meet, simply, the inflation figure;
this has been a substantial reduction in taxation and 1% million
people will not be paying taxes a a result of this Budget,

who would have been paying taxes if nothing were done.

TUSA: The voters will cast their verdicts, in due course, in

Darlington, first, and elsewhere later. ILecn Brittan, uerald

Kaufman, Bill Rogers; thank you very much,
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A smsll point on the reference to pensions.

2. It says that pensions will have gone up "a good deal” fasgter
than prices. As you know, ‘the figures since the Government came in

are 75% and 70%. I doubt myself if the difference between these
fipgures Jjustifies the words "a good deal.
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