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Lord Chancellor, speaking to Oxford University Conservative Association at Trinity
College, Oxford, on Friday, 6th NOVEMBER, 198l.

Oxford has always been my second home. From the first time I saw it in 13926 to the
present evening, in rain, in frost, in fog, in summer, it has never lost its charnm
. i = e

life have been spent here, as an undergraduate, as
the MP representing the City, as a Fellow of All Souls.

I am sure that we are rigxtlto sow the seeds of Conservatism in every university
in the land. It is not enough to have a Conservative organisation of the ordinary
kind in the City, though, to be sure, OUCA in particular and its counterparts in

every other .Uaniversity do provide the most admirable assistance at election times

to our City neighbours. But a university Conservative .association is both more and
less than a constituency organisation, less, because, apart from neighbourly

assistance, it has not the day to day business of canvassing, getting postal votes,
checking the register, selecting and supporting candidates and the Member. More,
because by its very nature a university organisation:must interest itself in the
discussion of principle, and the formation of policy at the highest level.

Wnen I sat down to compose this speech, I was in some doubt what to choose as a
theme. But, since the current situation is an extracrdinarily bewildering one, and
needs analysis before conclusions are reached, I thought I would begin on the same

lines that I composed yesterday in my speech on the Address in the House of Lords.

I began by stating my belief that the year 1873 in fact formed a watershed in our
effairs. One did not think so at the time. We were, as 1t turned out, though we

did not Then know it, within 2 few months of z Generzl Election, a General Election

3 1 a -~ - T~ N . £ ~ T 4= &
whicth we L0oStT, and wnlcnh was des tined to pucT Lapour in Ior Ilve years. But it was
not that which crezated the watershed. STill less was it the circumstance equalLv'

s e 3 Mo a EV LI s 1 < + <7 = - < TAN A= % 2
KNoWIl TO u tna T margaret lnsteher, Thsn oelrelrary oz State for LducaTion, wouslda

within z comparatively short Time become, successively, leadsr of the Conservative
Party, and the first woman in this counstry o hold the office of Prime Minister. No,
wnaT mads 1t a watershed, was ths fact, for I believe it to be & fact, that, for
the first time Zor more than =z gensrsztien, the standsrd of 1ife in thRis country
vould stop going up in absolute Terms, and wouid either remain stetic or negative
/for vsars...
S —
Issued by Publicity Deparizment, Conservative Central 0Sce, 82 Smith Sguare, London SW1 01-222 ¢0CO
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n fully realised, and the fact that it has
noct been realised is at the bottom o much of the bewildsrment which has affecte
public opinion ever since. I do not think it explains our defeat in 1974. But

it was at the bottom of the absolute collapse of the economy of tThis country under

Harold Wilscn and Denis Healey, culminating in the winter of discontent under James

t—

Callaghan and Denis Healey in 1978, Labour economic policy was always dotty - stark
staring bonkers I described it in 1964. But, bonkers or not, it was always predicated
on a rising tide in our economic affairs, and, given an ebb tide, which Is what we
have been enduring ever since, was precisely calculated to give rise to uncontrolled
inflation, heavily rising unemployment, the loss of our fiscal independence to the

IMF who would force economies upon us gquite inconsistent with Socialist policies
and, in the end the defeat of the Labour Government which occurred in the summer of
1972. It is egually this sense of bewilderment which has given rise to the lurch
to the left which has affected and split the Labour Party since 13979 and has led
both to the success - temporary I hope and believe - of its right wing offshoot the
SDP and the SDP Liberal Alliance. I will not accept the charge lzid against the

present Government that we have taken a corresponding lurch to the right. On the

contrary, we have been endeavouring to carry out consistently, pragmatically =

d

o

numanely the policies on which we were elegtad in 1979, and the only people entitled

to criticise us, (alb2ift unfairly) are those on the right wing of our party who
unbraid us because the effect of our policy, although not insignificant, has not
enzbled us to reduce taxation, to break completely (though it has reduced) the rise
in inflation, or toc prevent the continued rise iIn unemp.oyment. These effects are

due, in my opinion, to the watershed - or change of tide in 1973 - and they have, .
naturally enough, increased the degreee of bewilderment in public opinion, and, of
course, have made it extremely difficult for us to explain the essential rationality

of our policies.

To give you zn example of the importance of tThe change in economic climate, let me

which was both obvious
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snare in world trade. But, in absolute tTerms, our national product was increas-
ing, wnereas, since the watershed, it has declined o a neutral or negative figure.
True, taxation had rissn to an Intolerable extent, the nztional debt had doubled,

5
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and the service of debt had become virtually the highest single in the Budget,

but, before the watershed, the ef his had not become eapparent. So that we
find public opinicn at the present time utterly unprepared to face a situation with
which only a minority and those the oldest has ever previously had to coniront.

The kissing has had to stop, and we have not yet become used to doing without it.

I have described 1972 as 2 watershed. I believe I was right to do so. But, of
course the date was to some éxtent arbitrary. It was chosen because it was the
date of the rise in the price of oil following the Arab-Israel war. But the impact
of the recession of which it was the consequence has perhaps been felt more strongly
here than in any of our mors industrialised competitors. The reason for this lies a
long way back far behind the watershed of which I have spoken, in our want of
productivity, our excessive wége demands, our antiquated and backward looking

trade unions, their restrictive practices, their overmanning, their leaders who do
nct lead, in our bad labour relations, generated in part no doubt by defects in

management, but mainly in the Marxist ideology of our left win

expenditure on consumption, and our inadequéte or, worse still, misdirected
expenditure on investment. A4 rational policy for the future is unlikely to achieve
sudden or even rapid results. But it is here that we need to look and not to repeat
ne mistakes of tne past.

Above all we must not delude oursslves into thinking that a gréat increase in
expenditure on objects intrinsically and in themselves desirable is going to provide

an easy way out. That is the pclicy which had been tried, and faiied. Unemploymen<t

has been increasing steadily since 12851, and each rapid increase in expenditure

has been follcwed by an acceierated increase in unemployment. Each attempt to

control prices and wages by statute has been followed by a fresh burst cf infiation

4 . . -

ana no lmprovement in emplo ment.

W2 must also seek to avoid - again almost at all costs - the kind of little

Englandism which characterises the spesches for instance of Mr Shore on the left and
Enocn Powell on the right - import controls, which invite retaliation and which

are merely an atiempt TC export unempioyment TO countries squally unable TO bear

T, withdrawal from the Eurcpean community which, with its associ
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Jord of centre parzies has. nct been enccuraging in the rest of the worlid. Their
soft centres invariably melt away in the harsh heat of the political kitchen, an

disappear sltogsther when subject to tThe fierce heat of the facts of life.

T the end of the day after all the argument I leave by the door wherein I went.

The one hope for mankind lies in freedom under law operated by the rules of

Parliamentary democracy. In that hope, the Conservative Party, careful, realistic,

humane and patriotic, remains the best hope for Britain, and so long as it prevails
o

in Britain one of the best influences for sanity and survival in the world
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CHANCELLOR d(%? cc Chief Secretary

/ ‘ Financial Secretary

[ | Economic Secretary

/ L Minister of State (L)

Mr Kemp
Mrs Gilmore

PPB AT THE BEGINNING OF DECEMBER

Alan Howarth told me at CRD today that there was a plan to have
a PPB on 2 December or 9 December. As he rightly observed, it
cannot avoid foreshadowing or reflecting what you will be saying
at around that period in your statement to Parliament on the
Industry Act Forecast and related matters. I have reminded him
of this in the attached létter, but you may feel that this is
something worth pursuing more systematically. For example you
might want to mention it to Cecil Parkinson when you next see
Lﬁﬂy@ him - or to ng_gig_iagulck letter about it. I do not at this
}J4’M point see it as an overﬁﬁgimlng g%tractlon for you to bid to
be the star of the programme, but you EQE&Q certainly put in
a bid, not hav1ng starred in one for some 15 months or so!
[meMM
2 s The obvious problem would be timing. If you went for 9
December, and one assumed that your statement to Parliament was
some days before that date, it would leave us only a fairly
short time in which to work up a script, there being little
opportunity of opening out to the degree one would like with the
producers until the statement is made. Perhaps this is something
which depends, too, on decisions which have yet to be taken
about the way we are to present economic policy once the new

public spending figures have been agreed and announced.

M

ADAM RIDLEY
13 November 1981
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H M Treasury
Parliament Street London SWIP 3AG
Switchboard 01-233 3000
Direct Dialling 01-233 D018
A N Ridley
Special Adviser
Alan Howarth Esq
Conservative Research Department
32 Smith Square
LONDON SW1 : 13 November 1981

Just a quick note to pursue the point about the date of the
next PPB, and its possible content. You said today you thought
that 2 or 9 December were the most likely days. If so, then
there will certainly be an important relationship between what
is said in the PPB and what the Chancellor announced in his
statement. Obviously anything further you can tell me about

the timing or content will be most useful. In the meantime I
shall tell him, and let you know if he has any thoughts about

the matter.



)

cc Mr Ridley
Mr Cropper

( &¢e;

A JATAR TSl e

— LEin SPeen: i—i"‘;ﬁ
BN A .o o it

— Tgeupt- CranbE

~ AT OF oot A
> PRE-Eee SPRE

Adam Ridley and I have prepared the attached text.
- PA") if&uMC

2. You will almost certainly not have time to work

CHANCELLOR

PARTY POLITICAL BROADCAST TEXT

upon 1t at the moment. But you should know that it has
been sent, as you wished, to Tony Jay, David Boddy, and
Peter Cropper.
— Sétsmp . epm
3. We will be drawing upon theircomments and changes

before coming back to you.

ROBIN HARRIS
/¢  November 1981
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¢ We had failed to compete. And, because we failed to

I

compete, our standards of living fe 11 relative.to those who

had taken our markets.

And we all know in our hearts how we arrived here.

M,{,JAI/LM W\ (A Too many strikes; too little realism and responsibility about

UN whitttal o
L&m‘

VN W bt 10 we produce§ too much reliance on government rather than

pay; too little concern for quality and re];ability in what

Conmpymimnt
~ opatae

Wugy Nal’d
1My 1. [0 That was the picture I'd have painted last year and for

Pala Aim(\
ha» Lutw

Ay o T, things are improvings.
l& W0

on ourselvese.

years before that. But not this year. For now, at last,

Leind
There are some Eeally]encouraging Eevelopments) which suggest

B&W.ﬂ_h._ﬁ_‘/;e"'__/
thatCEBe corner @s been turneﬂ (AZxd it has been turneg:]

oW
?I/'\ﬂ s v not just because the Government has been doing its part
8 ¢
SLMD,AA‘I but because you have been doing yours.
c
§9 19 UNey Etovo Al
A . B&\V(/ D‘ P A9 Ll
».r
Gﬂ’s ~ It's beén done because you have held down labour costs.
L\:“‘o. PM'JW’& It's been dane because you have moderated pay
72
T W settlements. Coo (
bo 878 :
It's because you've been responding to the initiatives
[ R
Yy I we've advanced to encourage enterprise and foster
Y e

small businesses and increase incentives.

This is something which we can together be proud of.

OR P 10 PN A ool

1 Productivity whichhas lagged behind other countries for so

N, N
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long has risen. It's risen while output has fallen - that's

new and it's significant.

And it's through productivity increases that tomorrow's jobs
are secured, even if some of today's are lost.

Soomns Lot

And we're clawing back our lost competitiveness. A RosAs
5 LAY Cniar

We're winning through in export marketse. 1o /26“4,“
We're reversing the decline. h et RRA

What's now happening in Britain has been happening abroad
for years. Only now are we learning what the Japanese
learnt. They learnt that when theykept down unit labour
costs, they kept down their unemployment and they increased

their mtional income.

/CHARTS: UK'S VS GROWTH OF JAPANESE LABOUR COSTS

UK'S GROWTH OF JAPANESE GDP/

ol 1

They kept up their competitiveness and so ensured their

share of world trade.

If we'd retained our share of world trade in / _/ we would

be / 7 better off.

/CHART/

It's is because we've started doing what the Japanese did,
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improving our productivity, improving our competitiveness,

that orders for the engineering industry are looking up.

/CHART/

And Industrial production has begun to rise.

/CHART: SHOWING FALL AND RISE/
And more orders and more output must mean the prospect

of more jobs.

So that brings me to my answer to the question: where will

tomorrow's jobs come from and how?

They'1ll come from successful competition at home and abroad,

from recovery of our share of world trade of the home market.

They'1ll come frommore of what you and the Government together
have already achieved. From lower pay settlements, from
higher productivity, from a changed attitude to work

and successe.

And the Government can and will continue to do its part.
We've steered a steady course. We've been flexible - spending
to ease the effects of recession, especially spending

to help retrain and give experience to the young who have
no job. But we'wve kept firmly to the strategy of not
trying to spend our way out of our problems - a way which

s
has helped lead ianast to inflation and unemployment.



2§ This is what together the Government and the British people
can do to give jobs and hope to our young people. The
recovery is beginning. And what we've already achieved

points the way to lasting prosperity and fuller employment.
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From: ADAM RIDLEY

16 November 1981 %}

ﬁ S A. 30

CHANCELLOR cc Mrs Gilmore)for
Mr Kemp )information

CONSERVATIVE PARTY CHAIRMAN

You asked me to draft letters for you to send to Mr Parkinson
about the PPB now scheduled for 9 December; and the possibility
that Central Office might try and handle Ministers' speech
appearances in a more systematic and rational way. I accordingly
attach a draft letter which I hope deals adequately with both

issues.

A

ADAM RIDLEY
16 November 1981

E2. L~ PR
B
X
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DRAFT LETTER FOR THE CHANCELLOR TO SEND TO MR PARKINSON

o

I gather that you are planning to have the next PPB on 9
December. As you will know, only a few days before I (and
colleagues) am due to make the normal autumn statements to
Parliament about the new Industry Act Forecast, the latest
public spending decisions, the uprating of National Insurance
contributions and so on. The precise date is not yet known,
but 41 would expect it to be in the week of 30 November

or, concelvably, as late as Tuesday 8 December# This will
mean that economic policy will be very much oé people's
minds when the PPB is broadcast. This leads to the obvious
thought - no doubt you could see it coming - that the
programme might deal with economic matters. If the idea
attracts you, we should of course be delighted to put some

ideas to you quickly.‘hALp;hégméeinf T_would favour—the

f&eav%ha%w%%ewﬁ@%$wém@®@®&ﬁ%m%héﬁgm%@pbevdﬁﬁe~ig to
re-establish confidence in the recovery - something which
could I suspect be llnked quite easily with the statements
4%%%ﬂ@f?@T§?T@dAtoA7 There is also one other unrelated

point which a number of us here thought might be worth
raising with you, which concerns the programming of speeches
by Ministers and senior backbenchers. We have consistently
noticed that the great universities - perhaps particularly
QUCA and CUCA - have tended to obtain a much larger share
of our speakers' time than is either fair or, to be honest,
prudent having regard to the need to present ourselves
actively throughout our universities and institutes of

Peiter L War Y 4
higher learning. Obviously we-are = and-you-—~ in ag position

I~

to do much beyond a certain point, inasmuch as the flow of

of invitations is not determined in Central Office, let



N

alone in any individual Departments. Nonetheless we could
not help wondering whether there is anything you or Central
Office itself could do to try and ensure a more even spread
of speakers throughout the country. I seem to remember that
some effort was made to this end in opposition, and that it
was by no means*ﬁﬁgi%gia If something is possible, I can
assure you that, dislike it though we may, Treasury Ministers

(if none others) will grit our teeth and do what is required

of us without complaint!
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PRINCIPAL PRIVATE SECRETARY¥Y— cc PS/Chief Secretary
PS/Financial Secretary
PS/Minister of State (L)
Mr Kemp
Mrs Gilmore
Mr Ridley

DECEMBER P P B

The Economic Secretary has seen Mr Ridley's note to the
Chancellor of 13 November. In view of the uncertainties
about the timing of statements, he would have thought

2 December was to be avoided if at all possible.

QLHvTL&JtA,LL’M

C H JUTSUM
Private Secretary
16 November 1981

RESTRICTED



From: ADAM RIDLEY g

RESTRICTED 25 November 1981

T.8

CHANCELLOR cc Economic Secretary
Mr Kemp
Mrs Gilmore
Mr Cropper
Mr Harris

PPB 9 DECEMBER

We are seeing Messrs Boddy and Jay (and, possibly, David Davies)
at 3.00 pm on Thursday 26 November. I thought it helpful to
note some first ideas in advance, which reflect suggestions

from the EST and other advisers.
Format

2. We assume it will be a "cheapie", and therefore person to
camera, plus at best a visual aid or two if the BBC can draw
them for us. Peter Cropper suggests you could conceive of doing
it as a dialogue with the CST - which would add novelty. And

he is the Minister in charge of PE. The mood we all hanker
after i1s a natural, intimate fireside chat, with people seeing
you calmly unveiling the mysteries to them in a reassuring
manner. (An alternative interlocutor would be Tebbit,

particularly if you talked about union legislation.)
Themes

3. Recovery Despite scepticism, it is happening. Cite some
of the indicators, maybe chart them. Stress this is in part the
fruit of commonsense (lower pay awards) and productivity
increases (at last). Looking ahead more of the same could make
a great difference. Union proposals put forward to strengthen

the moderate responsible elements in society.

b, PE decisions Spending more; but with great wisdom and

restraint; after the most careful discussion. These increases

have to be paid for (reference to painful cuts, NI contributions).

RESTRICTED
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Can't be said Government does not adapt to changing and difficult

circumstances. Pick out one or two enlightened decisions?

5. Other points You could enlarge on the Tebbit proposals,

particularly if he himself appeared. I see 1little advantage in
saying much about the EEC or Social Security changes where the
uprating is probably more than cancelled out by developments

on the contribution front. This leaves one with unemployment.

It is suggested that you could do your "anxious parent of three
young labour force entrants" bit; and there is always Port Talbot.
More generally, one could enlarge into the "why we have not

reflated" area if that seems indicated.
6. When you see Messrs Boddy and Jay we may find that they

have very slightly misunderstood your letter. A chance remark

suggests they hope we may have some goodies to announce.

A

ADAM RIDLEY
25 November 1981

PS Mr Harris points out that you will be playing Father Christmas

this year. One might squeeze that fact in somewhere.

RESTRICTED
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cc: Mr. Ridley
Mr. Cropper

CHANCELLOR

PARTY POLITICAL BROADCAST

I attach a script which I have just received from Tony Jay. I
also attach the (very rough) graphs to which he draws attention
LEFT and 'E* .«

a8
(P ROBIN HARRIS
2 December 18981



DRAFT SCRIPT FOR A CONSERVATIVE PARTY POLITICAL

BROADCAST BY THE CHANCELLOR OF THE EXCHEQUER

CHANCELLOR:

I don’trknow about you, but I nearly always find these
party political broadcasts depressingly predictable.

If its the GBovernment, they say what a good job they’ré
doins. If it's the Oppcesition, they say what a mess
the Government's making of everything. And that's
about it. The truth is that Governments aren't often
responsible for everything they're blamed for, or

for everything they try and take credit for. And
that's certainly true of what I want to talk about

for the next couple of minutes.

I'm not going to bore you with a lecture on the
battle against inflation. We all remember the horror
of 1975 when we peered intoc the abyss and saw what
might happen if things got out of control, and I
think almost everyone knows we've got to conquer it,
even if we dislike the short term consequences. No,
I want to %alk about success. Not the Government's
success - all the Government has done is stop
interfering and let the people of this country get
on with it. Because despite the frustratingly high
level of unemployment - and it's going to stay high
for a whole yet - there is growing evidence that the

people who matter in Britain, the people who do the

/work, the



Graph of industrial
production -
animated if
possible ('F’)

Histogram of
engineering
Jrder - animated
. if possible ('E')

~work, the people who earn the money, are starting to

succeed where years and years of Governmment intervention

and interference have failed.

In terms of hard facts, there are various pointers.
Two of the most significant are industrial production

and engineering orders. Industrial production, which

- fell steeply as you see in the last half of 13880, has

started the slow but steady rise that everyone has
been waiting for. It began in the spring of this

year, and it's still rising.

And engineering orders are up even more encouragingly
house orders up 5 per cent and export orders up
7.? per cent. That's not the Government at work.

That’'s Britain at work.

But actually there'’'s something even more important

than statistics. The tough times we’'re going through

have brought out a spirit of determination and

realism that are worth all the statistics put
together. Of course we read about all the strikes
and disputes. What is less dramatic but far more
widespread and significant is the millions of modest
and sensible wage settlements going on all over
Britain, and the millions of people who are producing
as much output as before with fewer people} and
starting tQ make us competitive with the very best

of foreign manufacturers. And that’'s the real key

/to long-term




to long-term success. When I was in Crosby a couple
of weeks ago - and I don't think I have to tell you
why I was there - a lot of young people asked me

where they are going to get jobs. And if I were

them, that would be thé ohe question I wanted answers
as well. But the answer isn’'t in some quick panic
Government action - thaf's what has caused the trouble
we're in now. The answer is in the slow hard fight

to regain the industrial competitiveness we've been
losing, and that’s a fight where it looks as if we’'re

just starting to get the upper hand again.

And there's something else. In the end, the new jobs
will come from new industries and new businesses not
from old ones. We hear when a big company in a
national industry lays off 500 psople. We don't hear
when 50 new businesses take on ten people each. And
the fact is that this year the small business centres
have dealt with no fewer than one hundred thousand
enquiries from people interested in starting new
businesses. If that means what it seems to me about
the enterprise and courage of British men and women,
then however black things may look at the moment, the
long-term future looks pretty good to me. Provided

the Government lets people get on with it.

Good night.
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PPB TEXT FOR CHANCELLOR

When I was in Crosby a fortnight (?) ago, some youngsters asked
me a question which I know many of you would ask: where are

our jobs, tomorrow's jobs, to come from?

2. As a father of three children, I wouldn't be human if I
failed to ask myself that question too. And I understand the

worries behind it. I want to answer them tonight.

3. But I can’'t answer them without reminding you of what's
been happening to Britain, of how badly wrong things have gone

for so long.

4, Just look, for a minute, at how we've lost our share of

world markets. Between [1950] and [1980] our share of world
< oo
manufacturing fell Frmn[?] per cent tO([ ] per cent.

(

[CHART] A
lost
5 And we have/our home markets too. [7Y] out of every [fv] ¢
cars bought in Britain in [[40] were British made; [twenty] years
later the figure was [{%].

[ 7 twer R

6. This isn't something new. You've heard it before. I

” ”n
2 8 8 @

remember [ ] years ago saying on such an occasion

7 As we lost our markets our people lost their jobs.
: ) [ §25, awo
Employment in manufacturing motor cars fell from [C_ in [ j
W (A9 (
to [, 1 in [ 1].
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We had failed to compete. And, because we failed to
compete, our standards of living fe 11l relative to those who
had taken our markets.

And we all know in our hearts how we arrived here.

Too many strikes; too little realism and responsibility abou
pay; too little concern for quality and relability in what
we produce§ too much reliance on government rather than

on ourselvese.

That was the picture I'd have painted last year and for
years before that. But not this year. For now, at last,

things are improving.

There are some really encouraging developments which sugges-
that the corner has been turned. And it has been turned
not just because the Government has been doing its part

but because you have been doing yours.

It's been done because vyou have held down labour costs
{l’ It's been dane because you have moderated pay

settlements.

It's because you've been responding to the initiatives

we've advanced to encourage enterprise and foster

small businesses and increase incentives.
This is something which we can together be proud of.

Productivity whichhas lagged behind other countries for so



long has risen. It's risen while output has fallen - that's

new and it's significant.

And it's through productivity increases that tomorrow's jobs

are secured, even if some of today's are lost.

And we're clawing back our lost competitiveness.
We're winning through in export markets.

We're reversing the decline.

{g’ What's now happening in Britain has been happening abroad
for years. Only now are we learning what the Japanese
learnt. They learnt that when theykept down unit labour
costs, they kept down their unemployment and they increased

their mtional income.

/CHARTS: UK'S VS GROWTH OF JAPANESE LABOUR COSTS
: UK'S GROWTH OF JAPANESE GDP/
C ithe T C -
They kept up their competitiveness and so ensured their
share of world trade.

RS

If we'd retained our share of world trade in / _/ we would

be [{J better off. 3"1»0 ' wed (g - ey (bbw\\f -ONM*;M_

[CHART7 D

It's is because we've started doing what the Japanese did,
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improving our productivity, improving our competitiveness,

that orders for the engineering industry are looking up.

[CHART/ E

And Industrial production has begun to rise.

/CHART f SHOWING FALL AND RISE/

And more orders and more output must mean the prospect

of more jobs.

So that brings me to my answer to the question: where will

tomorrow's jobs come from and how?

They'll come from successful competition at home and abroad,

from recovery of our share of world trade of the home market.

They'll come from more of what you and the Government together
have already achieved. From lower pay settlements, from
higher productivity, from a changed attitude to work

and success.

And the Government can and will continue to do its part.
We've steered a steady course. We've been flexible - spendir
to ease the effects of recession, especially spending . |
to help retrain and give experience to the young who have
no job. But we've.kept firmly to the.strategy of not

trying to spend our way out of our problems - a way which

has helped lead in past to inflation and unemployment.



This is what together the Government and the British people
can do to give jobs and hope to our young people. The
recovery is beginning. And what we've already achieved

points the way to lasting prosperity and fuller employment.
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I suppose that on the surface, the economy looks much

dud
the same today asﬁt ].oe-kef?a year ago. But in fact

o
theres difference. ﬂd—'ﬁue dlfference is

that[;em Just beginning to see the aea# signs

\\ of success/I'd like to say its ghe government's success?’,i g
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; hlgh And I'm afraid it's going to
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e ; stay high for along/while yet - there is)growing
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evidence thatLthe people of this country' are starting
o
M(L to succeed by their own efforts, where[ years and years

T’// of government intervention and interference have failed. *

l“,n.)t"f/( | The measures I've \Just/announced are simply the ones we need
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to keep us on[db'he‘.b‘.ty course,ﬁand not go back to the

m%\'\&tﬁﬁm horrors of five or six years ago when prices shot through
qﬁow[ n AU\? frx( t»\ a the roof.AWhen you hear people tai}(Q about 'reflation'
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/Graph of
1ndustr’}a17 Industrial production, which fell steeply as you see in 1980,
production

hascst;(rted the slow but steady rise that everyone has been
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waiting for.l It began/in the spring of this year, m@a

it's still rising.
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And engineering ordersjare—up ‘even more encouragingly - U
% i Lo ) o>

home orders up 4% per cent export orders up 14 per centl

That's not the Government at work. That's Britain at
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But actually there's something even more important than

figures. /}he tough times we're going through have
[t YRowr (Y S0 were fum & GMnN)
brought ou9*§ngp1r1t of determination and realism that

i gl-M
aye worth all the figures put together. Of course we |

Quy 2lan t‘/Lu et Mk lean
read about all the strikes and dlsputesl\ What is less
dramatic but far more w1despread and significant is the
millions of modest and sensible wage settlements going on,
all over Britain, and the thousands of companies who are

s bu ALr W\rﬂl?

producing as much as before w1th[fewer people], and startlng

to make British goods competitive with the very best of

foreign manufactures. And that's the real key to long-term

(7success. épﬁ it would be madness to throw that away on

a government spending spree to create a few temporary extra
- (s
jobs[}n the short term/ and chuck away the real lasting

Fr— .
gains we're already beginning to make. —n;<*4154*~» S~ D

S‘or—seLAS\W o> MZMQ&.M&”\%\;\

P, i ~—y gl!ti=*h L“**“‘“!}.)“‘” b oo

/Graph of UK

and Japanese
labour costs

and GDP increases
1975—897

The real answer can only be in (this slow/fsteadyT

f ha { W Wb fa?
determlned fight to win back the customers we've lost.

< ho v

The reason we've lost them is all here. The wages cost in

what we produce has gone up 95% in the last 5 yearsfhjwﬁﬁ

Vt Lux\$qu % In Japan the rise has been zero. That's how they keep
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prices down and sell so much. And that's why in those same
5 years, our output has gone up only 8%, and theirs has

. gone up 28%: nearly four times as much.

\\
km kAu)%ﬂW’k \} %ZMM§
L, 3R That's t t just of d with o
Qjﬁk'bvvwﬁ“ at's true not just of us compared wi Japan.but[of
Z@nqijf our us compared with our major competitors as a whole. Look
share of world
manufactures at this picture of our share of world trade since 1960.

trade/
= If we had done as well as other major exporters, we'd be

exporting nearly twice as much as we are today.

vThe country voted for a conservatlve government 1n l97§“

LWW\M« o
because Margaret Thatcher promised we would attack the

basic problems which had caused that long mnational decline.
Because people were fed up with promlsec of instant

j Ay fn LS "L\\) \‘

b dus vbwmhw' 'solutions'. We warned that it would be tough, and would
“WL b b e e
CQTL?.}\NMA>/// take time. We said that the government couldn't create
AMe P 6 (N O
. : prosperltyé but that ;f‘qovernment didn't keep 1nterjer1ng

.
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the people of Britain couldlcreategprosperlty for
themselves. And thatg it seemé] is what 3&5% starting
to happen. It doesn't mean our troubles are over - but
it means that for the first time in 20 years and more
alhhbiﬁﬂ%wﬂvh we have real hope for the futur4: Not a future obtained
et Tan QS . o
by the govermnment, bﬁ?ya future people are building for

themselves. Nas¥ho¥ MU( %@wﬁ 7y fﬁ:“‘#%ﬂzQAhf%ﬂf/MWw
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PRINCIPAL PRIVATE SECRETARY cc PS/FST
PS/EST
PS/MST (C)
PS/MST (L)
Mr Ridley

ibq éiy#ﬂ vdLEKK Mr Cropper

Mr Harris

PARTY POLITICAL BROADCAST -

The Chief Secretary has seen Mr Harris's minute of 2 December
to the Chancellor attaching a draft script for a Party Political
Broadcast by the Chancellor.

2, The Chief Secretary thinks this a good "ministerial'" type
text, but only amounting to half of what a PPB should contain.
However statesmanlike one wants to be, the Chief Secretary does
not think one can ignore referring properly to the alternative
of reflation and why it wouldn't work. The public is being
bombarded with this alternative dailye.

3. The Chief Secretary has the following comments on the text:

i. page 1, last sentence = "Because despite the frustratingly
high leveleesosos!" etce This sentence is too limited in

its recognition of the scale of the unemployment problem.

ii. page 3, paragraph 1 "= and I don't think I have to tell
you why I was there" This is the wrong tone in the Chief

Secretary's view.

MISS J M SWIFT
7 December 1981



BULL POINTS As at 19.11.81 (Tape 455)

(i) Evidence that the fall in output is now over
- Total output (GDP) rose by 1 per cent in 3Q according to preliminary estimates.

- Industrial and manufacturing output increased i and 1% per cent respectively

béetween 2QQ and 3Q.

- 3Q figures for manufacturing, distribution and wholesalers show rate of destocking

reduced by well over half compared with 1H 1981.
- CBI and FT surveys showing more fayourable trends since end of last year.

- Volume of engineering and construction orders this year up 20 and 10 per cent

respectively on 2H 1980.
- Private sector housing starts up over 40 per cent in year to 3QQ 1981.

- Short time working in manufacturing fallen to 1 of January peak, total hours worked
g g YyP )

have stabilised.

- Most recent major independent forecasts (LBS, St James, NIESR, P&D, CBI) assess

low point in activity reached in 1H 1981; prospect of some recovery in coming year.

(ii) Earnings and settlements in latest pay round. Increases halved in last pay round. CBI

pay data bank shows manufacturing settlements in last round averaging 8-9 per cent, with

about two-thirds in single figures. Public sector in line.

(iii) Productivity. Indications that productivity increasing. Output per head in
manufacturing in 1981 2Q) almost 6 per cent higher than in 1980 4QQ. Investment in plant and

machinery holding up.

(iv) Competitiveness. Pay moderation and increases in productivity have led to very little

rise in manufacturers' unit wage costs this year. Combined with exchange rate fall implies a

recovery in UK competitiveness (up some 10 per cent this year) and alleviation in intensity

of squeeze on profit margins.

(v) Unemployment. Rate of increase in unemployment in 3 months to October less than

half that of the last quarter of 1980. [NB some commentators conclude that trend is now
accelerating.] Some increase in number of vacancies over recent months. Short-time

working in manufacturing sharply cut - just § of January level in August. Overtime working

has increased by 10 per cent in 3 months to August over previous 3 months. Total hours -

worked in manufacturing have now broadly stabilised.

(vi) Special employment measures. In-July Government announced further provision for

special measures, worth (gross) £700 million in 1981-82. A large part of this was for young
people, including the new Young Workers Scheme. Special employment and training

measures currently cover 700,000 people at a cost of over £1100 million this year.



(vii) Industrial relations. Stoppages over period since July 1980 lowest in any comparable

per . since 1940s.

(viii) Retail prices. Inflation almost halved since peak in second quarter of last year.
12 monthly increase in October of 11.7 per cent. [NB Progress is for a while being affected
by lower exchange rate and higher mortgage rate.] UK's now much closer to average year-

on-year consumer price inflation in major competitors (around 10% per cent).

(ix) Public sector borrowing. Underlying position in line with Budget time forecast for
1981-82.

(x) International consensus that control of monetary aggregates and public expenditure

essential to curb inflation, improve 'supply side' and lay foundations for renewed, sustainable
growth. US, Canada and Germany have announced lower monetary targets for this year than
last. Most major countries (US, Japan, Italy, Germany, Netherlands, Sweden, Norway and

Australia) have recently announced measures to cut planned public spending.

(xi) Loan Guarantee Scheme. Off to a very good start. Nearly 1200 guarantees issued so

far on loans totalling over £41 million. Over half of loans going to new businesses.

(xil) Enterprise Zones. 10 out of 11 zones already in operation. Much interest shown; eg
announced that at Dudley new high technology project will provide 300 jobs by 1985. At
Corby, a good proportion of sites already allocated for development and on designation day
32 factories were already under construction. At Clydebank, 45 companies with potential

for 600 new jobs have either moved in or are expanding existing operations.

(xiii) British export successes. September trade figures show that exports holding up better

than many feared. Specific successes reported in the Press include: STC has won contract
worth £:!/0 million for telephone cable across Pacific from Australia to Canada: Davy
Corporation have won £330 million contract for steel plate mill in Mexico and are in lead in
international consortium to build £1250 million steelworks in India; Foster Wheeler working

on £140 million petro-chemical complex in Greece.

(xiv) Locations in Britain selected by international companies. Texas Instruments, Hewlett

Packard and Motorola and demonstrating confidence in Britain by selecting sites in UK for

expanding their operations.

Economic Briefing Division, HM Treasury, 01-233 3364/5809
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51-64 64-70 70-74 74-79 e
Inflation (% pa, avge) 31 43 9 15
Unemployment (UK total, mn) l/3 3 3 1%

In last 10 years, total money spending rose 20 times as fast as real output:

(% increase) Total money Real Imports
expenditure output Prices (volume)
1970-80 344 17 274 46

[NB. Figures above based on National Accounts data and subject to revision.]

Manufacturing productivity (output per man hour) grew 4 times faster 1963-73 as 1973-80.

And UK productivity growth post-1973 only 1/3 other OECD majors:

[average, % pa NIESR estimates] 1963-73 1973-80
OECD (major 7, exc UK, Canada) 53 331
UK 43 1

Profitability: Real net rate of return on capital in manufacturing:

1960 1970 1980

13% 13 % 2%

Average UK manufacturing profitability 2nd half 1970's: 1/3 level in US, Germany, Canada.

Unit labour costs (manufacturing): Doubled 1975-80, cf increases } Canada, 1/3 USA,
1/6 Germany, nil Japan.

Competitiveness: Down by some 40% (RNULC) since 1975 despite over 10% sterling
depreciation.

Trade: UK share world manufacturing exports halved (from 20% to 10%) 1965-80.

In 1960 net exporter of 3 mn cars; in 1980 net importer of ¥ mn. Import penetration ratio
for cars just 72% in 1970; now over 50%. Share in world exports in cars ¥ 1967 level.

Public expenditure: around 1/3 of GDP in 1960; 463% 1974-75, 413% 1979-80; 443% 1980-81.

Public service employment: 15% of total labour force early 1960's; over 20% late 1970's -
1§ mn extra jobs, over 1 mn in LAs and over 3 mn in NHS.

Civil Service numbers: Down 52,000 (to 679,000) since April 1979. Smallest for 14 years.
By end-Parliament aim smallest CS since war.

PSBR: Average 5% GDP in 1970's (reaching 10% in 1975); double average in 1960's.

Economic Briefing Division, HM Treasury, 01 233 3364/5809
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Er OF RECESSION/PRCSFECTS FOR RECOVERY #

1. Fall in activity now over. Proviéional 2Q GDP(0O) figures - the
best measure of short term movements - shows a + per cent rise on Q2.
Some recovery in industrial output, £ per cent up between 2Q and 3Q.
Ehgiﬁeering and construction orders firming and private sector housing

starts up, this year compared with 2H 1980.

2. Mznufacturing output rose 13 per cent between 2Q and 3Q reflected
in lazbour wmarket indicators. Total hours worked by manufacturing
operatives stabilised over recent wonths. Short time working only %
of January‘s‘level; overtime has edged up, and eumployment falling

mrch less rapidly (77,000 pm-in 2H 1980, under 50,000 in 1H 1981, only
17,000 in fugust). |

3. C3S0's cyclical indicators which embody wide range of economic
indicators - both officizl statistics and business survey findings -
point to trough in “H 1981, probably 2Q. [IF PRESSED on decline in
longef leading indicetor - too early to Judge significeance, recall that

tcaporary weakening occured in the last cycle].

L. lost recent major outside forecasters (LBS, NIESR, CBI, P&D, St
Juu:5) assess low point of activity to be in 1H 1681, with some
subr guent recovery. [NB OECD and ITEM foresee decline into 2H "1S84.]

o Major contiractiornary force has been destocking; deceleration,
supported by business surverys, now expected. Provisional 3Q figures
for manufacturers, wholesalers and retallers stocks show sharp
woderation in destocking - only 3 that of guarterly averege over
previous yesr. [IF ASKED - Sesptember import figures not inconsistent
with this.] 7Final domestic demand has held up [though investwment
(mainly housing) has ceclined; IF PRESSED on efficiency implications,
can point out that plznt and machinery‘investment has increased some

10 per cent in 2 years to 1H 1981]." Export performance has been better
than many feared.

* NB. Manufacturing Investment - preliminary %Q figures released on

18 November) show further decline. £ down over last 2 years. IF
PRESSED - published quarterly statistics are on basisof ownership not
use. Recent years have seen sharp rise in importance of leasing.

Figures thus understate new amount of capital coming into use by
manufacturers (in 1980 capital expenditure down 10 per cent, including
leasing declined by les$ - 6 per cent). ' ¥
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" I1IFLATION

Background. In October 12 wonth increase in RPI was 11.7 per cent <
¢ ared with the July low point of 10.9 per cent. Primary cause
for this acceleration have been higher food (especially seasonal ones)
prices, rates (partly offset by lower fares), tobacco duty (derv
reduction offset) and petrol ‘prices. Sterlinés depreéiation has so

- far qnly significantly affected petrol prices.

Dept Employuwent outlook for November is 121 percent. We expect

further rise in December. Both these increases are partly due to

higher mortgage rate. Thereafter inflation will resume its down-
E ward path, but progress will be slow. --[IAF will contain 10 per
S cent for Q4 1982.] TUnlikely that 1nf1at10n will fall below last
o

July s 1evel until’ mlddle of next year.

LINE TO TAXE

There are inevitably fluctuations in inflation, as well as a
downward trend, and we would not expect to sustain the rapidity of
the recentifall we ha&e seen, from 22 per cent to 11 per cent in a
1ittle more than a year.. Currently progress on inflation is being
affected by the fall in_the exchange rate, and the rise in the
mortgage interest rate this month will affect the RPI. We expect
further progress in reducing inflation, but the timing is of
ﬁecensity uncertain. The Industry Act forecast due to be published
sround the end of this wonth will contain a forecast of the increase
in the RPI between the fourth guarters of 1981 and 1982.
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Minister of State (L)
Sir D Wass

Mr Kemp

Mrs Gilmore

Mr Ridley

PARTY POLITICAL BROADCAST Mr Cropper

I have tried to incorporate your comments into the amended Tony Jay

text attached, which we will be discussing at 4.00 this aftermnoon.

Could I note i) that it has been important not to lengthen the text
too significantly and ii) that because of the pressure to produce

graphs by the weekend they have also exerted some constraints over
the text.

e

ROBIN HARRIS
7 December 1981



(REVISED) DRAFT SCRIPT FOR A CONSERVATIVE PARTY POLITICAL

BROADCAST BY THE CHANCELLOR OF THE EXCHEQUER (6.12.1981)

CHANCELLOR :

I don't know about you,, but I nearly always find these

party political broadcasts depressingly predictable.

If it's the Government, they say what a good job they're

doing. If it's the Opposition, they say what a mess the

Government's making of everything. And that's about it.

The truth is that Governments arend!t often responsible for

everything they're blamed for, or for everything they try

>

P IR

el e

and take credit for.( And that's -eertainly true of what I

o

want to talk about f6; the next couple of minutesZ]

I'm not going to bore you with a lecture on the battle
against inflation. We all remember the horror of 59751
li?en we peered into the abys%}and saw what might happen if

things got out of control, and I think almost everyone

knows we've got to conquér it, even if we dislike the‘%hort



Graph of
industrial
production -
animated if
possible ('C')

teré]consequences. No, I want to talk about success. Not
ZA.,( M’/Vk‘“a ‘mﬂl!‘%

the Government's success - all the Government has done

it stop interfering and let the people of this country

get on with it:} Because despite the frustratingly high

< o

level of unemployment - and it's going to stay high for

a while yet - there is growing evidence that[ghe people

who matter in Britaié} the people who do the work, the
people who earn the money, are starting to succeed where
years and years of Government intervention and interference

have failed.

In terms of hard facts, there are various pointers. Two of

\m.\_:(?w,, S ——— T e 4//;_{'\\.’

the most significant are industrial production and engineering

orders. Industrial production, which fell steeply as you see

in the last half of 1980, has started the slow but steady

rise that everyone has been waiting for. It began in the

spring of this year, and it's still rising.



Histogram of
engineering
orders -
animated if
possible ('C')

And engineering orders are up even more encouragingly -
| #4
home orders up almost & per cent and export orders up

14 per cent. That's not the Government at work. That's

Britain at work.

C ———

But actually there's something even more important than

gggbistics. The tough times we're going through have brought

out a spirit of determination and realism that are worth

all the stati s put together.(z%f course we read about all

the strikes and disputes: What is less dramatic but far more
widespread and significant is the millions of modest and
sensible wage settlements going on all over Britain, and

the millions of people who are producing as much as before with

v\—m

fewer people, and starting to make us competitive with the
<

very best of foreign manufacturers. And that's the real key

to long-term success.



Chart A: Labour
costs and

growth: UK vs
JAPAN

When I was in Crosby a coup{;/gﬁiweeks ago - and I don't

think I ‘have to tell you why I was there - a lot of young

people asked me whgfé they are to get jobs. And, if I

were them, tbé%iglwhat I would want answered as well.

But the answer doesn't lie in sudden Government action.
Past Governments, as they approach a general election, have
indulged in pre-election spending sprees to create jobs.
People are already starting to expect it from us. But
every time it's just created more problems for the next

Government - and for people - to clear up.

We won't do that. We won't play with your future for the

sake of ours.

The real answer can only be in the slow, hard fight to regain
industrial competitiveness. It's a fight we've been
losing, because its been costing so much more to produce our

goods than those of our main competitors. And because we've

aying ourselves to ! i
paying o much, we've actually, as a nation, been

earning less.



Graph B
World Trade
Shares

That's true not just of us compared with

Japan but of us compared with our major competitors as
a whole. And as a result our share of world trade has
dropped fast. If we had done as well as other major

exporters since 1960 we'd be exporting twice as much.’!

The fact is that we're now reversing those trends. We're
seeing reasonable pay settlements. We're seeing more new
businesses starting up - and this is where the new jobs
will come from. If all this means what is seems to me
about the enterprise and courage of British men and women,
then, whatever present difficulties, the long-term future
looks pretty good. <. Provided the Government lets

people get on with it.

Good night.
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PRINCIPAL PRIVATE SECRETARY=— cc PS/Chief Secretary

PS/Financial Secretary
PS/Mlnlster of State (C)
er of State (L)

Mr Cropper
Mr Harris

PARTY POLITICAL BROADCAST j g M\/V" LoX

The Economic Secretary has seen the draft text circulated
by Mr Harris on 7 December. Please find attached a few

suggested opening paragraphs, which he feels would strike
a more optimistic note.

0¢ o T e m

C H JUTSUM
Private Secretary
7 December 1981



I am talking to you this evening from my study at
No. 11 Downing Street. It is two and a half years now since
I first came to work here. Two and a half years is half the

life-span of a Parliament. So where have we got to?

My firstambition when I came here was to try and get

us all more stable prices in the High Street. For in the
middle 1970s we had had a glimpse of what banana republic
inflation feels like. If we risked that again there might

be no turning backe.

Well, together you and I, we have made some progress.
Prices now are going up half as fast as they were some
eighteen months ago. But we've still got quite a way to go

before we can claim to have inflation licked.

That's all very fine, you may say. But what about jobs?

What is the Government doing about them?

If lasting jobs could really be bought by Ministers
with cheque-heoks we should have no unemployment. For public
spending has.apart from a couple of brief pauses, been rising

every year for twenty years. And so, alas!, has unemployment.

So it's not as simple as that. Would that it were.
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DRAFT PPB WEDNESDAY OCTOBER 8th

REDRAFT OF DEC 6th

THE CHANCELLOR

I suppose that on the surface,; the economy looks much

the same today as it looked a year ago. But in fact

theres a considerable difference. And the difference is
that we are now just beginning to see the real signs

of success. I'd like to say its the government's success,
but the honest truth is that the government.hasn't had very
much to do with it. The main thing the government has done
is to stop interfering and let the people of this country
get on with it themselves. Because despite the despérately
high level of unemployment - and I'm afraid it's going to
stay high for along while yet - there is growing

evidence that the people of this country are starting

to succeed by their own efforts, where years and years

of government intervention and interference have failed.
The measures I've just announced are simply the ones we need
to keep us on their course, and not go back to the

horrors of five or six years ago when prices shot through
the roof. When you hear people take about 'reflation'

as an alternative to carefree control of spending, that's

really what they've proposing. And it's not on.

Let me show you a couple of these signs of success.

Industrial production, which fell steeply as you see in 1980,

has started the slow but steady rise that everyone has been
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waiting for. It began in the spring of this year, adn
it's still rising.
/Graph of

id And engineering orders are up even more encouragingly -
engineering

orders/ home orders up 41 per cent export orders up 14 per cent.

That's not the Government at work. That's Britain at

worke.

But actually there's something even more important than
figures. The tough times we're going through have

brought out a spirit of determination and realism that

are worth all the figures put together. Of course we

read about all the strikes and disputes. What is less
dramatic but far more widespread and significant is the
millions of modest and sensible wage settlements going on
all over Britain, and the thousands of companies who are
producing as much as before with fewer people, and starting
to make British goods competitive with the wvery best of
foreign manufactures. And that's the real key to long-term
success. And it would be madness to throw that away on

a government spending spree to create a few temporary extra
jobs in the short term, and chuck away the real lasting

gains we're already beginning to make.
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The real answer can only be in this slow (steady)
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determined fight to win back the customers we've lost.
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o/ The reason we've lost them is all here. The wages cost in

O

what we produce has gone up 95% in the last 5 years.

In Japan the rise has been zero. That's how they keep
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PRINCIPAL PRIVATE SECRETARY — cc Financial Secretary

Minister of State (C)
Minister of State (L)
Mr Kemp

Mrs Gilmore

Mr Ridley

Mr Cropper

Mr Harris

PPB DRAFT

The Chief Secretary has seen Mr Ridley's minute of 8 December to
the Chancellor attaching a redraft of the PPB. I attach a oopy

of the text showing the Chief Secretary's comments in manuscript.
The Chief Secretary would also like the following sentence to be

included somewhere in the text:-—

"Tt is hard to see the wood for the trees and difficult to
see signs of improvement when we have been used to things
going bad for so long. But let's try to get behind the

scenes to see what's really happening now.'"

MISS J M SWIFT
8 December 1981
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I suppose that on the surface, the economy looks much

the same today as it looked a year ago. But in fact
theres a considerable difference. And the difference is
that we are now just beginning to see the real signs

of success. I'd like to say its the government's success,
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but the honest truth is that the government haseié$—hed—very
‘xizzﬁtiofEZ:ﬁéiifiE? The main thing the government has done

is to stop interfering and iét the people of this country

get on with it themselves. Because despite the despérate}y

high level of unemployment - and I'm afraid it's going to
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stay high for along while yet - there is growing

evidence that the people of this country are starting

to succeed by their own efforts, where years and years

of government intervention and interference have failed.

The measures I've just announced are simply the ones we need

to keep us on ;iigr course, and not go back to the

horrors of five or six years ago when prices shot through

the roof. When you hear people take about 'ref;ation'

as an alternative to céref;ée contfol of spending, that's

really what they'wve proposing. And it's not on.

Let me show you a couple of these signs of success.
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