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I gather that No 10 have 'asked for further briefing on to y 

Telegraph stories (attached). These stories do not apparently 

reflect anything new from Labour spokesmen since Mr Kinnock's weekend 

remarks. 

The stories pick up Mr Hattersley's remarks of last year on 

the theme that no single level of gross earnings can be picked 

out as the point at which losers will start. This is right as 

the system now works: because the higher tax rates bear on taxation 

income (after allowances and reliefs), the level of gross income 

at which they bite varies from one taxpayer to another according 

to the allowances and reliefs they get. But this effect would 

be offset (if not necessarily completely) by Labour's commitments 

to restrict personal allowances and mortgage interest relief to 

basic rate only, which would tend to even out, and level down, 

the level of gross earnings at which the package started to bite. 

The story is then finally, and hopelessly, complicated by the 

commitment to switch to mandatory separate taxation (at an 

unspecified level of basic "unisex" allowance). 

The resulting distributional changes would be extremely complex 

and variable and would defy easy generalisation evengwe had a 

complete specification of the whole package. As it is, we have 

a series of partial and conflicting indications from Labour spokesmen 

which are rarely if ever sufficiently explicit about important 

details ('tax units' or taxpayers'? Gross earnings or gross income 

or taxable earnings or taxable income?) 

The risk - if we try to produce quantified briefing ad-hoc 

for every twist in the story - is that we may fall into the same 

%-..) 

LABOUR'S PLANS 

1%1 

1,""" 
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411 
sGrt of confusions that th,,,  Oppr,cii-ion are already in. There is 

an instance of this in the Telegraph editorial yesterday. It said 

that 	"After allowing for mortgage interest relief and other 

concessions the number of taxpayers with taxable incomes of £30,000 

or more is roughly half a million, or 21/2  of all taxpayers". 

The figures in fact relate to numbers with gross incomes over 

£30,000, before allowing for allowances and reliefs. 

5. 	I attach a line to take and background note on the theme of 

"Labour in disarray". 

M HAIGH 
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• 

LINE TO TAKE 

Labour spokesmen hopelessly confused about who would be 

affected by their tax proposa: 

Clear that they have not begun to realise the true 

implications of their own commitments. 

Not surprising. Apart from wanting to push top tax rates 

back up they have new plans to cut mortgage interest relief)  

and even the basic personal allowances for the higher 

paid, and to penalise married men at all levels of income. 

Time for Labour to come clean and make clear just what 

tax rates they would propose to charge and what tax reliefs 

they would take away. Then we could all see who they 

think the rich are. 

One thing is already clear. Either their plans would 

hit many more people, in quite ordinary circumstances, 

than they have ever so far admitted. Or else tax rates 

would be back to the absurd levels we inherited in 1978-79. 

And even this is on the optimistic assumption that top 

tax rates would yield as much as they hope. Our own 

experience since 1979 is that top tax yields have gone 

up when the rates have been cut. 
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• 
BACKGROUND NOTE 

Today's Telegraph story contrasts Mr Hattersley's remarks 

last year that individuals would be affected by Labour's tax 

proposals at earnings levels from £25,000 upwards, to Mr Kinnock's 

reported remarks at the weekend that only those earning over £30,000 

would be affected. 

Mr Hattersley's more complex formula ("likely to be affected" 

over £25,000, "almost certain over £27,000", "certain over £30,000") 

is probably meant to cater for the difference between gross income 

and taxable income. Since top tax rates apply to income after 

allowances and reliefs, the level of gross income at which they 

bite dependlon the allowances and reliefs available to the particular 

taxpayer. Mr Kinnock has presumably just settled for the gross 

income level which is "certain" to lose on Mr Hattersley's 

formulation. 

Because of these, and other, complications, anything Labour 

spokesmen say in general terms about the earnings of "losers" must 

be a considerable simplification of the true picture. The only 

way of giving the full story is to spell out the proposed tax rate 

schedule, reliefs, and allowances, in detail. The proposed line 

to take centres round this point. 
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intended to increase taxes only 	 have risen sharply even though on those earning over £30,000 a building societies to reduce the rate of tax has been progres-year. Other Labour spokesmen their .mortgage charges sively reduced, from 52 to 35 
have suggested that the ,earia. accatuly, saying. custom- per cent, providing support for ingS'Ityel ;for higher -.taxes erSidipyinG a motithinet -the '.,,fie* that .Tower - ,Would be 40,00eaiid £2MO:vt  " 061-E2 ,1100 thhitt:, , .,W.i.?1,41v;;-.0!, ,theiamigteit*vanuet, , . 	. ,,,....., 

But a statement : from , Mr 	Such  a move Would'', be Panted, by a. regt°v1/"I'- ' 5P  Hattersley's office last year extremely popular in the run-up tax  Pnvilegex; said: "Any individual 'earning to an election and would also' 	According: to the ''Treasury, £25,000 a year Is likely to be help the Government's fight the Government it also reaping affected,, • anyone earning against inflation. It is estimated some ,  benefit' from the high £27,000 a year is almost certain that every one per cent cut in level of pay settlements, ,with to be affected and anyone earn- the mortgage rate knocks /Wind Revenue, receiptsAii'• the ing £30,000 a year is certain to roughly half per cent cent_ off, the . first t) 'b , Iooths -t.,f die,:opci4 be affected.". 	 inflation rate. 	 year up by,  £2.2. billion Corn- , 
Exchequer figures yesterday pared with .a year earlier.: The Married couples 	

show that the boom in govern- high 'street boom,  aSsociaisd. 

The general view is that 
A LABOUR. Government . the Chancellor will lop 2p 

1-3- would introduce higher off the standard rate of 
taxes for all those earning incOrne tax and 'reduce 
more than £25,000% a year, 	 • 
Mr Hattersley, the Shadow his public sector borrow-
Chancellor, made clear last ing target for next year 
night. 	' 	 by about £2billion: 

Interviewed over the week- 	A one per cent cut in 

rise 'from 
25 flow 

By Gfiorge Jonea 
Political Correspondent 

natcher's long-term goal. 
But financial experts believe Mr Lawson 

will choose to keep some money in keserve 
to boost confidence in the City and pave the 
way for one per cent cut to 10 per:Cent in 
bank base rates. , 	. 	 incomes are also ariimpOrtant 

Th factor. 	' 
"This is no filsii in the pan", 

he said yesterday, arguing that 
mainstream corporation tax 
payments will reach £6 billion 
this financial year double the 
level two years ago with an 
extra £1 billion or so of dim-
pany tax payments likely in the 
year ahead. 	• 	- 

Corporation tax payments 

Mr Hattersley insisted that ment revenues has been gather. -. with risinClinsuptit4!ittlt these . figure.s were, based on in g momentum; allowing' the ' increased ,VA:rpli,ik, *Ott' individual, gross earnings,' it.ot Treasury to, 'repay, some f..5.7;:' duties byi,3,1- bithopmv the joint incomes of...married billion Of previous 'debt last :  
couples or families. , 	 month,- a-much bigger.,' repay. , ''th  h , FT Tv - 	t e..• 	s, 
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c;pay strike threa _ - 
By -Martin Whitfield, Labour Staff .  

CIVIL service-  unions pre, 	 , The unions the CPSA; the: , 
sented a paY:claim-.of more, Society of.Civil and Public Sek,  
than 15: per &lit -Yeiterday FvanMalhtigen1.111andd...thReven,...:NUtierthStafC 
and immediately threatened ' 

eder

,7  to strike unless the Govern- Ireland Publ
an

ic Service Alliancei  
merit makes a - favourable say morale is low and staff turn- 

nVPT 11101 2C 	,Nrar..14. 	.•• 
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ading lights out of urotunnel 
:THE DEPARTURE ot Michael- 
Julien from, Eurotunnel to fill one-  - 
of the bot seats at Guinness could 
hardly have come at a worse 
moment for the diggers. It.was bad 
enough losing Sir Nigel Broackes in 
an atmosphere of mutual recnnu- 	• 

. In fact; there May be Some light 
at the evtlth6.EtiFotunnel after 
all 	. met ' in Paris on 

1 friday name the irman, and 

- rich" are, beginning to look rather 

nation's, but to lose the deputy itself at the end of the chain. Per- 

 departure 
chief executive in the short gap haps by Friday, when its new 

man smacks Of carelessness. 
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d ;Peter 	• 	h "the rich" are-- 	league are still 
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the atrivai of new British chair- to get down to the serious (if less 
exciting)  business of evaluating the 
real worth of this vast project. _ 

4 	, 	- 
Labouring on the 

ch"vdefinition 

where both husband and wife earef, 
rather than individuals. Separating 
couples for tax purposes would 
thus virtually drain the pool of 
,higher tax payers. 	. 	• 

Like it or not, Labour should face 
up to the fact that income differen-
tials in Britain have narrowed dr-a-
matically since the war, re, ducing 
the number: of fat cats who can be 
relied on to finance' socialist -. 

aspirations. 
The obviously rich' tend to be 

either foreign or those who can put' - 
themselves beyond the taxinan's 
reach. 

Halir fax hides 09 
light under Thishe 
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-.SheltrXtDespite-,' all' -the- , exa,  3', 	.  

ftioriss,,  the. banks -.:. , •_. At first, Labour. had in its sights • 
to, pledge the. 0-2 :. everyone.' earning,' more than' 

'theRriOct . £22,000 nyear,'bnt tbetarget:group; 

.,4Orturti' iinent,', ,.. has shifted as it becomes,--increas-  

s -.,.,4- this' : inglyObVionS that ordinar4cOu ei
with two incomes iV.OuldAitliti-- 

	

-,i:tw.4;\ - 	,-," --..,-,•,;. -.; ";'' ' ..•,--1..,:...=':,,IfIc-r:'1,1f„,-; 
•  

	

"-, 	• ."-After raising the migle,iti 
.,..suggeS4--  'figure= defining 7 "the; rich 

Mr.luliefi • £27,000,- the '. Labour _ leader' ha 
ut.i0ob, to - recently begun. talking -about Abds - .,_ 	. 	. 

4intof ,earning -00,090 'Or, More. Unfo - , 	,-- 

	

ee inf',Uite 3  ' nately,forinm, Inland Revenue 	.,.., 

	

tijalp..:66-1t. 	
iires indicate that there are, very ,..:7 'Million range for-1 

people in this rarified category: •,,,,-. has total assets alio 

	

tsr:ydepariure 	- 	- 	 • -'.,, 6, -  those of the- Halif 

	

'.iiii.litlforced.• by 	. After allowing f°r mqrtgagg. 	, billion: 
intatest relief -arid other iconces--',,-.', , -,i, :. _i = e,tek-av;:the 

- 

more is roughlihalf:a•million:;:F.,2i • itiec,have; tO 

ki:b0-11 1Ce- a:19: 	' • ' 	 nir; Totjvir -T. South Wales;,a 
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MR 4/73 

LABOUR'S TAX PLANS: LINE TO TAKE 

Labour spokesmen hopelessly confused about who would be 

affected by their tax proposals. 

Clear that they have not begun to realise the true 

implications of their own commitments. 

Time for Labour to come clean and make clear just what 

tax rates they would propose to charge and what tax 

reliefs they would take away. Then we could all see who 

they think the rich are. 

Labour plans doubly dishonest. Not only do they not say 

who would be dffected by the swingeing increases they 

plan for the so-called rich. 	But also, they have not 

said how they would pay for their massive spending plans, 

amounting to at least £28 billion. Clear that in fact 

the tax burden would go up for everybody. 
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LABOUR'S TAX PLANS: LINE TO TAKE 

Two things clear from Labour pronouncements on 

taxation and spending. 

First, Labour totally confused about who would 

be affected by their tax proposals. 

Second, though they have tried to conceal it, 

Labour's plans for massive spending increases, 

amounting to 	at least £28 billion, would 

mean that the tax burden would go up for 

everybody. 
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implications of their own commitments. 
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ersonal allowances for the higher 

Time for Labour to come clean and make clear just what 

tax rates they would propose to charge and what tax reliefs 

they would take away. Then we could all see who they 

think the rich are. 

One thing is already clear. Eithsr their plans would 

hit many more people, in quite ordinary circumstances, 

than they have ever so far admit d. Or else tax rates 

would be back to the absurd levels we inherited in 1978-79. 

And even this is on„.„..;We optimistic assumption that top 

tax rates wou19 ,--yield as much as they hope. Our own 

experience since 1979 is that top tax yields have gone 

up when the rates have been—Cut. 
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LABOUR'S TAX PLANS: LINE TO TAKE 

Labour spokesmen hopelessly confused about who would be 

affected by their tax proposals. 

Clear that they have not begun to realise the true 

implications of their own commitments. 

Time for Labour to come clean and make clear just what 

tax rates they would propose to charge and what tax 

reliefs they would take away. Then we could all see who 

they think the rich are. 

Labour plans doubly dishonest. Not only do they not say 

who would be affecte0 by the swingeing increases they 

plan for the so-califed rich. 	But also, they have not 

said how they woull/pay for their massive spending plans, 

amounting to at least £28 billion. 	Clear that in fact 

the tax burden ould go up for everybody. 
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CONFIDENTIAL 

CHANCELLOR 

FROM: P J CROPPER 

DATE: 18 FEBRUARY 1987 

cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State 
Sir P Middleton 
Sir T Burns 
Sir G Littler 
Mr F E R Butler 
Mr Cassell 
Mr Scholar 
Sir Angus Fraser C & E 
Mr Battishill IR 
Mr Ross Goobey 
Mr Tyrie 

CONSERVATIVE BACKBENCH FINANCE COMMITTEE 

PRE-BUDGET MEETING 17 FEBRUARY 1987  

Attached is a note of the meeting. 

P J CROPPER 
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CONFIDENTIAL 

FROM: P J CROPPER 
DATE: 18 FEBRUARY 1987 

CHANCELLOR 

CONSERVATIVE BACKBENCH FINANCE COMMITTEE 

PRE-BUDGET MEETING 17 FEBRUARY 1987  

Treasury Ministers listened to representations from Members 

- about fifty present. 

Sir William Clark:  Congratulations on the state of the 

economy. 

Nigel Forman:  considered that the Budget had to do three 

things: 

Improve UK competitiveness 

Stabilise the pound 

Seek to address the North/South problem. 

His recommendations were 

A budget manifestly prudent and cautious. 

Do not over index the personal allowances. 

Introduce a £1,500 band taxed at 25%. 

Take lp or, at most, 2p off the basic rate. 

Introduce some form of time limited scheme of Profit 

Related Pay. 

Make an exceptionally good speech, it being election 

time. 



Point towards joining EMS in the next Parliament. 

Point towards comprehensive tax relief in the next 

Parliament. 

Sir Philip Goodhart  was not generally in favour of eroding 

the tax base. However he would plead for one very small 

new loophole - tax relief on private health scheme 

subscriptions for those 65 and over. This would cost some 

£25 million and be good for the private health industry. 

Michael Fallon  believed the problem was the burden of tax 

on the low paid. There were 7 million earning less than 

£7,000 a year. 	We should forget the top rate stuff: 

concentrate relief on the low paid by tackling both thresholds 

and rate. He wnnld tax the first £5,000 at 20%. 

Ian Cow  accepted that there was difficulty about a low rate. 

But the gap between 0 and 29% was too great. So he still 

hoped there could be a reduced rate band. He also favoured: 

a PSBR less than 11/4% of GDP. 

Some good graphs and charts in the budget broadcast. 

Sir John Stokes.  Things had so bucked up for industry in 

his part of the world (West Midlands) that he would concentrate 

tax relief entirely on the individual. He would also sub-

index smoking and drinking. 

David Howell  said we should reduce high rates on low incomes, 

but not exclude cuts in the top rates as well. It was 

important to demonstrate that present prosperity was 

sustainable. 

John Watts.  The budget should be prudent, cautious and 

popular. He would concentrate on reducing the basic rate, 

and add £1 a week to the OAP. 



Alan Howarth  believed a cautious budget would please the 

voters: we should move faster towards a balanced budget. 

He would take lp off the basic rate, slightly over-index 

the allowances, reduce NICs at the lower end, do something 

about top rates of tax. 

Gerald Neale  said we should not discourage people from seeking 

work: the Inland Revenue were being tiresome in pursuing 

agricultural workers who wanted to be treated as self-employed. 

John Maples  believed we should concentrate on a lower rate 

or a reduced rate band: not bother about allowances. He 

would continue reform at the lower end of the NIC scales, 

and get the top rate below 60%. 

Eldon Griffiths  wanted lower tax on incomes and hoped the 

budget speech would be in suitable form for publication as 

an election document. 

John Townend  wanted less borrowing, 2p off the basic rate, 

and it should be made less attractive to live in sin. 

Jonathan Sayeed  felt we were in danger of losing the elderly 

vote: so he would differentially raise the age allowance 

for income tax. 

Sir Adam Butler  wanted lower interest rates and a reduced 

rate band. 

Tim Yeo  wanted a cautious budget. He preferred higher tax 

thresholds and lower NICs. He would cut the employer's NIC 

rate. He wanted a continuing fall in public expenditure 

as a percentage of GDP, and a budget speech commitment to 

tax reform. 

• 



Patrick Cormack  wanted help for the lower paid. 

Sir Brandon Rhys Williams  hoped for a commitment to extreme 

simplification of the tax system. He would abolish higher 

rate taxes, end the farce of separate NI contributions, and 

increase child benefit. 

• 
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FROM: A G TYRIE Rir 
DATE: 18 FEBRUARY 1987 

CHANCELLOR CC Chief Secretary 
Economic Secretary 
Financial Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 
Mr Pickering 
Mr Hudson 

f1\.  
Vr  

\s 	KINNOCK INTERVIEW ON PANORAMA 

In prayers today I mentioned Kinnock's attempted smear, claiming 

that we would double VAT in the third term, and also his ignorance 

about the inflation rate, claiming that we were responsible 

for a rate of 26%, the post-war record. 

Andrew Hudson has spotted that Mr Kinnock's ignorance extends 

even as far as his own emergency first year package. He said 

in the interview that the £3.6 billion he hopes to claw back 

from the top 5% of income earners would be used to finance 

treatment for the disabled. This has never been part of the 

"poverty package". 

I have briefed both the Chief Secretary and the Financial 

Secretary on this for the debate this afternoon. But if we don't 

use it then I think it will be a powerful point for the Budget 

Debate. 

A G TYRIE 
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Albat unemployment and to give the economy a base for industrial 

// development to enable it to produce its way out of difficulty. Now in 

addition to that there is the war that we have to conduct on poverty 

which is a spreading epidimic in our society - disastrous increases over 

these last 7 years. And in order to finance that we need to ensure that 

those people , the top 5% of income getters, in our society who have 

received such a tax holiday from Mrs Thatcher over the last 7 years start 

to pay their whack again. And they have benefitted to the tune of around 

about £3.6 billion a year in direct concessions to them. We are going to 

remove those concessions so we can finance an increase in old age 

pensions and treatment for the disabled that should be, indeed are, 

required in a society 

INTERVIEWER:  Do you know how many individuals and couples earn over 

£27,000 a year which you're proposing to tax again? 

KINNOCK:  How many? 	It's about 5% of total income earners. 

INTERVIEWERS:  That's about 750,000, how are you going to get £3 1/2 

billion from them? 

KINNOCK:  Because they are the people who have received £3 1/2 billion 

just them, £3 1/2 billion a year from Mrs Thatcher 	• • 

INTERVIWER:  So you'll have to put the tax rates up to what they were 

before, 83%? 

KINNOCK:  No need to do that. 

INTERVIEWER:  98%? 

KINNOCK:  No need to do that. Nobody paid that, nobody paid that. 

INTERVIEWER:  Nobody paid the 83%? 

KINNOCK: 	Nobody paid the 83% or very few indeed. Much better to charge 

it at a level and to ensure that it i4aid in a way that secures the 

return of that £3.6 billion. And I'd certainly be prepared if you want 

to have me on again to go into the most refined detail about exactly how 

that's going to take place. 
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CHANCELLOR cc Chief Secretary 
Economic Secretary 
Financial Secretary 
Minister of StatP 
Mr Cropper 
Mr Ross Goobey 
Mr Kalen 

LABOUR COSTINGS 

Over the past fortnight or so Labour have produced six 

pledge-laden policy documents. These are: 

'Investment in People'. This contains six possible 

new pledges and involves re-working of several existing 

pledges. 

'Caring for People', looks as if it confirms Composite 

15 of the last Labour Conference, part of which was 

remitted for further consideration at that time. 

r-- 
'Towards a New Agriculture', a Labour view, by Messrs 

John, Robertson, Randall. 

'Jobs and the Environment' by Clark. 

'For the Good of Alli(Aid) by Holland. 

'Fresh Directions', a policy document on transport. 

In addition Harriet Harman has submitted a document on 

nursery education to the NEC and there have also been reports 

on a confidential NEC discussion document, which may shortly 

become policy, on Civil Service pay. 

These are the ones that I have spotted, but it is quite 

possible fellow advisers will point me to other documents and 

pledges. 

la! 



4. 	We will set to work quickly on these documents but I think 

l
it is unlikely we will be able to digest them before the Budget 

'Debate. 

at Pm71- f 

trruk ,A-reLt01, reA,:47,4 
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CHIEF SECRETARY 

FROM: A ROSS GOOBEY 
DATE: 19 FEBRUARY 1987 

cc Chancellor 
Financial Secretary 
Economic Secretary 
Minister of State 
Mr Cropper 
Mr Tyrie 

CHRISTOPHER SMALLWOOD 

I think it was you who asked whether Mr Smallwood was actually 

an adopted candidate for the SDP. 

Smallwood was on the candidates list but is not now. He is 

certainly still one of the wide group of economic advisers. 

Christopher Huhne of the Guardian is the SDP's PPC for Oxford 

West and Abingdon. 

A ROSS GOOBEY 
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FROM: P J CROPPER 
DATE: 19 February 1987 

cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State 
Mr Ross Goobey 
Mr Tyrie 
Miss 01 Mara1._ 

 

CHANCELLOR 

 

   

   

CHRISTOPHER SMALLWOOD 

 

     

Miss O'Mara has looked at the Smallwood article for us. 

2. Although her advice is that the article is defective 

on several grounds, it could yet be useful to throw crudely 

at the Alliance. 
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ustry's miracle revival dln Lawson 

Britain's industry is 
being transformed by a 
new surge in 
productivity — and more He 
is on the way, says 
CHRISTOPHER • 
SMALLWOOD, 	

131 

Economics Editor 	* 	
6 

THE unmistakable message 	
136 

from a wealth of economic 

of British ma 

	

	
134 nufacturing in- 

dustry has been transforme 	

11 
data is that the performance 

over the last five years. 

	

	132 	

3 d 

	

advantage of the 	
2 :. It is now placed to take 

maximum  
huge boost to competitive- 130- 
ness provided by the depreci- 

	

ation of the pound in recent 	 1986 
months. It is poised to 128 	

0 

expand its share of world 

up to a revolution in fallen by almost 1
5% against off higher wage claims and 

	Second, as the chart illus- 

sumer boom began. 	

Britain's industrial perfor- the D-mark over the last generating an upward spiral trates, labour-cost inflation in 
'markets and to beat back the 

flooding in since the con- 

Industry has been spectacu- mance. 
	

year, boosting British exports of 
costs and prices. This has manufacturing was 

subsiding tide of imports that has been mg  

	

lady successful at putting its 	

Productivity should rise by to the wealthy German mar- been the consistent experi- rapidly through most of last 

a further 6% this year, ket, and by slightly 
less ence with devaluations over year. 

Growth in unit labour 

house in order, yet this  building 
on last year's spec- 

against other EEC countries. the last 40 years. But the costs reached a peak of 8%, 

success has gone largely  
unrecognised. 	

Productivity tacular advance, illustrated in This has provided a crucial depreciation of 
1986 took year on year, in March 1986. 

the chart. But it may 
do competitive 

 advantage since place in uniquely favourably Since then, it has, fallen 

rose by as much in the last  
better still. Manufacturing over 60% of our trade with circumstances. There are im- steeply, and is currently 

five years as it did over the  
productivity is now over '79i) developed countries is with portant reasons for supposing estimated by Credit Suisse 

previous IS. Still more strik-  
the EEC. higher than a year ago, and 	

that this time the competitive First Boston at 1.8%. While 

tog, since output began to  
recover after the recession of manufacturing industry 

has 	
The National Economic advantage it has conferred on earnings in manufacturing 

1980-1, 

productivity has unparalleled opportunities to Development 
 Council re- industry will stick. 	

have continued to grow 

expand output rapidly so that ported in December: "British 
	

First, the impact of the fall quickly, productivity has 

grown more rapidly 

	

in 	productivity could grow 
even unit labour costs in manufac- in sterling on inflation was grown even quicker so that 

Britain than in any other  faster than it has been. 	
turing, the best indicator of mostly wiped out by last unit labour costs have fallen 

major industrial country. As  
the table above 	shows, 	

Britain's competitive pos- 
 competitiveness, are now yFars collapse in oil prices. back. 

Britain tops the league by a ition in international markets lower 
	in 	relation 	

to In addition, although the 	
Unit labour costs should 

has been given a tremendous GerMarly'S than they have value of 
the pound has continue to grow at the 

substantial margin — but then ,  
it had further to go than its boost by the recent sharp l

iscieen in all but six of the last 
dropped 

dramatically against current modest rate, or even 

I 	efficient competitors. 	
depreciation of the pound, 	years." In sharp contrast 

EUrOpeall 
currencies, it has less. The latest indications 

particularly against the Euro- to the position following all risen modestly against the from the CBI pay databank 

JAN MAR 

1.  PRODUCTIVITY 
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LABOUR .COSTS*DOWN . . 	BRITAIN IS TOPS 

• 

• 
• 

Since 1981 productivity Nan currencies. Sterling has 
previous devaluations since dollar. Since many of are that some reduction in 

has advanced at 6% a year. 
Such a sustained improve- 	

1 • competitive Britain's raw material im- the level of settlements in 
. 	. 

improve- 

In terms of changed attitudes 
- towards innovation, im- 

pro • 	industrial relations 41, 
(as 	•riced by 3 dramatic 

fall I. the number of stop-

-0  ages), and better-directed 

seinvestment — in short, a 
whole series of changes add- 

ment can only be explained 	

II rs 	tanufacturing industry may 
the 	, 
advantage industry now en-
joys is unlikely to be eroded 

by inflation. 
The conventional wisdom 

is that.a lower exchange rate 
raises import prices, sparki.ng 

this also helps to keep be achieved this year (settle-
ports are price 

inflation down. So there is no ments fell front 5.6% to 4.6% 
reason this time why de- between the third and fourth 
valuation should kick off an quarters of last year), and this 

inflationary spiral. 	
combined with an excep- 

This means that although 
British industry is now 25% 
more competitive against 
Germany than it was a year 
ago, the gap, far from dim-
inishing. will probably widen. 

According to the NEDC, 
manufacturing industry has a 
margin of spare capacity of at 
least 10%, which will be 
augmented as the benefits of 
the high rates of investment 
in recent years come through. 
So there is every reason to 
expect a major step forward 
by British industry in world 
markets — \and in the borne 

market too. 

There is one blackspot. 

The bookt-  in productivity 
from the existing labour force 
reduces the need to take on 
extra workers, so do not 
expect a rapid decline in 
unemployment from this 

British mini-economic mir-
acle. Long dole queues will 
be with us for sometime. 

Take comfort, however, 
from the fact that, in the 
longer run. those countries 
with the highest' productivity 
also have the lowest un-
employment. 
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tional productivity perfor-
mance means that industry 
should at least preserve its 
competitive advantage. 

In fact. it should do better 
than this because labour costs 
overseas are likely to rise 
more rapidly than in Britain. 
Industrial growth in Ger-
many and Japan, in terms 
both of output and of 
productivity, is likely to fall 
well short of British 
industry's performance as the 
effects of the revaluations of 
the D-mark and the yen arc 
increasingly felt — these 
currencies have doubled in 
value against the dollar over 
the last two years. 
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We have traced a copy of the video to the House 
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FROM: A ROSS GOOBEY 
DATE: 19 FEBRUARY 1987 

I attach a copy of the Hattersley speech. 

down, either as 

assistant? 

someone to do this, 

your "researcher" or as 
( 

taking the juicy quotes 

Peter Lilley's research 
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CONFIDENTIAL 

CHANCELLOR 

FROM: A G TYRIE 
DATE: 20 FEBRUARY 1987 

cc Chief Secretary 
Economic Secretary 
Financial Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 

ALLIANCE BUDGET STATEMENTS 

The attached note on the Alliance Budget statement was 

left in a photccopier in the House and came to me via Central 

Office. 

It seems that the Alliance already have cold feet about 

Roy's profligate borrowing plans. In his LBS speech Mr Jenkins 

suggested t e PSBR should be raised to 3% of GDP, about £5 

billio 	ot the £4 billion mentioned in this paper. 

Can we make use of this document? Not much, I think. 

Perhaps we should get the Palgx.  Chairman :we are in purdah) 

to attack Mr Jenkins' £5 billion(browing plans so that when 

they issue their Budget Statement with a reduced PSBR figure 

we can claim that we have forced them to retreat and that they 

can't stop squabbling among themselves. 

The removal of the tax cut which they propose is also 

embarrassing, but I don't think we can get much extra mileage 

by pointing to theLr plans to increase taxation. 

Alternatively, we could merely give this document to a 

journalist and to point his noise in the right direction. 

We will be able to make our attacks on their tax and PSBR 

proposals much more forcefully after the Budget. 

A G TYRIE 



ALLIANCE ECONOMIC POLICY 

The SDP/Liberals don't put numbers on their economic policies 

any more. Numbers act like searchlights on the rift between 

the two parties. 

But a fortnight ago Roy Jenkins slipped up. He told us 

what he thought the PSBR should be, he wants it pushed up to 

£12 billion. 

How long will we have to wait before the squabbles between 

the Parties result in them changing that figure? 



ALLIANCE BUDGET STATEMENT 

I have been giving some thought as to how the outcome of our 
budgetary policies as outlined in Roy Jenkins' London 
Business School speech can be presented in our pre-Budget 
statement. 

If we are to avoid some of the adverse consequences of our 
expansionary package, some adjustments should be made,both 
technical and to the measures. 

The balance of payments is clearly a cause for concern. The 
Money Programme simulations put the deficit at £6.6 billion 
in the 4th year. This means a reduction from base of £5.4 
billion. This is made up, on a rough calculation based on 
the Warwick Alliance simulations ,as follows. 

Reduction from base Year4 	(£bn.) 

Cancel Tax Cuts from 1988 + 	2.6 
£2bn Current spending - 	2.4 
£2bn capital spending - 	4.0 
Elbn employers NICs - 	0.5 
Job Guarantee 	(750,000 places) - 	2.1 
Interest Rate Cut + 	0.4 
Incomes Policy + 	0.6 

- 	5.4 

Some of the changes we can make are technical, as a result 
of using the Warwick Unit's assumptions. We can take out the 
tax cut,since this is our pre-Budget statement and we are 
not constrained by the Money Programme's scenario of an 
election in October. We can use Warwick's more favourable 
pay policy assumptions. But these together would still leave 
us with an unacceptably high current account deficit. 

I therefore suggest that we re-design the package in a way 
which would leave the jobs target intact, probably result in 
a rate of inflation around 5% by the end of the run, but 
would mean that the £4 bn addition to the PSBR in Roy's 
speech would be reduced. 

A re-working of the measures as set out in the table below 
could keep the current account within manageable proportions 
and enable it to be talked down further, ie. by reference 
to the import content of capital investment and the 
potential of our industrial strategy for improving 
competitiveness. The Money Programme assumption of a 2% 
appreciation consequent upon joining EMS would not appear, 
which would also help. Our programme would theA Cr.  : 
unemployment by around 1.2 million, roughly the.-'6. mas in 

1171,1A 

v. 



the Money Programme simulation. But the current account 
deterioration would be contained at £2.4 billion , leaving 
the deficit in 1990( the last year of our runs) at £ 3.6 
billion. 

Suggested Reworked Package. 

Year4 	 Cut in Unemployment. Current A/C 

Capital Spending (£2bn) 	213,000 
Current Spending (Elbn) 	114,000 
Employers NICs 	(Elbn) 	39,000 
Jobs Guarantee (550,000) 510,000 
Incomes Policy 	 263,000 
Interest Rate Cut 	 154,000 
Cancel Tax Cuts etc. 	-146,000  

1,147,000  

(Source: Alliance Simulations: Warwick Unit) 

Tony Humphris. 3rd February 1987. 

• 

5.0 
0.6 
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FROM; JILL RUTTER 

DATP! 20 February 1987 

MISS C EVANS 

cc: 
PS/Chancellor 
PS/Financial Secretary 
Mr Tyrie 
Mr Mace - IR 

LABOUR TAX POLICIES 

The Chief Secretary has seen the attached article in today's 

Daily Mail. He has noted that the figures do not appear to square 

with the Inland Revenue figures that he used in the debate on 

Wednesday. 	He would be grateful if you in consultation with Mr Mace 

could clarify. 

D ti vv-rr,)  

JILL RUTTER 

Private Secretary 



INCOME TAX 

Salary 

1,000,000 
100,000 
75,000 
50,000 
40,000 
30,000 
25,000 

Prsposed 
Tax Nader 

Labia 

685,345 
55,345 
37,845 
20,345 
13,731 
8,066 
5,659 

688,642 
48,542 
33,540 
18,542 
12,899 

7,927 
5,734 

686,269 
56,269 
38,769 
21,269 
14,546 
8,750 
6,253 

Married MO vritii tax tvief 
ea E30,000 mortgage 

Tax 
Paid an  

581,750 
47,750 
32,750 
17,750 
12,200 

7,333 
5,206 

97,696 
7,595 
5,095 
2,595 
1,531 

733 
453 

Tax 	Tat 
weasel  pad orm 

Single perm 
wit t30,000 mortgage 

Tax 
=crease 

97,727 
7,727 
5,229 
2,727 
1,64/ 

823 
519 

"C* 

Figures on projected Labour tax 
changes, modifying current tax 
bands as follows: 29 per cent.: 
same. 40 per cent.: £17201-
.C20,200. 45 per cent.: £17,201-
£23,200. SO per cent.: £23201-
£27,200. 55 per cent.: £27,201- 

£32,200. 60 per cent.: £34,2J1-
£37,200. 65 per cent.: £37,201-
£43,200. 70 per cent.: over £43,201. 
Figures assume mortgage interest 
rate of 12 per cent., limited to 
standard rate, maximum £1,044 
and personal allowances same as at 
present. 

The accountants' cal-
culations assumed a 
mortgage interest rate of 
around the current 12 
per cent. with tax relief 
reduced to the standard 
29 per cent, rate on mort-
gages up to £30,000, the 
current ceiling for mort-
gage intPreet rate relief. 

Their calculations, 
shown in the tables, were 
drawn up for married 
men who are the sole 
breadwinners in a family 
and for single people. 

The figures show that 
married wage earners 
with taxable Incomes of 

£25,000 would have to 
find at least an extra 
£400 a year and those on 
£40,000 would be paying 
£1,500 a year more. 

An average increase 
for Britain's top 750,000 
earners to restore £1.9bn 
to Ole Government would 

be about £2,500 a year. 
The figures take no 

account of Labour pima 
to remove the ceiling on 
employees' National In-
surance contributions - 
which would affect every-
one earning more than 
£14,800 a Year. 

FRIDAY, FEBRUARY 20, 1987 
WWI I ItI4111 

all calls in the experts 

HOW Kinnock, 
will tax you. i. 

By STEPHEN BATES, Home Affairs Reporter 

FOR the past ten months, the nation has been 
waiting for the details of the income tax bill 
if a Labour Government comes to power. 

After talk of hammering those on £20,060 and 
above, Neil KInnock, the Labour leader, finally con-
firmtd on Monday evening his strategy. 

He told Sir Robin Day on BBC TV that he would hit 
at the 750,000 people 

THE E.20,000 
QUESTION: WHO 
PAYS FOR 
LABOUR PLANS 

who pay IDoonle tax 
at the higher rates - 
that is, above the basic 
29 per Cent. 

Prom Daily Mail in-
quiries it seems that 
Labour wishes to claw 
back a further £1.9 
billion from those high 
earnersowhich, the party 
claims, has been elven 
away to them by Tory 
fiscal policy since 1979. 

Two tax experts 
approached by the Mall 
drew up possible new tax 
rates for those with tax-
able incomes over £23,200 
and paying tax at 45 per 
cent. and above. 

Ceiling 
Currently, tax is paid 

at the 40 per cent. rata 
by the 110,000 people who 
have taxable incomes of 
between £17.200 and 
£10,200, at 45 per cent 
by 280,000 peogae with in-
wanes between £20.201 
and £25,400, at 50 per 
cent. bY 100,000  with In.  conies between £25,401 
and £33,300. at 56 per 
cent. by 80,000 vrith in-
comes up to £41,200 and 
at the top rate of 60 per 
cent. for the 100,000 top 
earners above that. 

The experts, to pull in 
the extra £1.9bn. in-
creased the tax hands by 
Ave per cent., with a top 
ceiling of 70 per cent. for 
those with incomes over 
£41.201. 

That would mean a 
band of 50 per cent for 
those with incomes 
between £22,201 and 
£21,200, 56 per cent for 
those between £27.201 
and £32.200. 60 per cent. 
between £32,201 and 
£37,200, 65 per cent up to 
£43,200 and the to rate 
above that. 
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FROM: A G TYRIE 

KAUFMAN AND THE RATES 

You asked whether Kaufman has every committed Labour to 

abolishing the rates. 

	

2. 	Kaufmann is on record as saying: "Not only shall we seek 

to introduce a more sensible, logical, more comprehensible system 

of RSG. We shall reaappraise the whole method of levying local 

taxation and we shall look favourably on the principle of jee 

local income tax, at least as an available option." (Labour 

Local Government Conference, February 1983). 

	

2. 	However there was no pledge in the 1983 Manifesto. Labour 

implicitly promised to retain rates by suggesting reforms to 
RSG. 

A G TYRIE 
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THE WHARTON PAPER: BRITISH ECONOMIC PROSPECTS UNDER A LABOUR GOVERNMERNT 

1987-1981 

Wharton have run Labour's plans through their model. The outcome 

does not paint a rosy picture for Labour: 

Ny 
6.e ca."‘ (14, 

4.1,ed 

(i) Balance of Payments. "The worsening of the currela. 

account is probably , the most serious consequence 

of the policy changes." (page 22) see attached bar 

chart. 

"By the end of the period the current account deficit 

stands at over £7 billion." (page 13). 

Inflation. "Rising import prices consequent upon 

the fall in the value of sterling, and the increased 

pressure on the demand on wage settlements combine 

to put inflation up towards double digit levels." 

(page 13). 

"This raises the possibility that the exchange rate 

could fall so far that the policies become unworkable." 

(page 29). 

Employment. The paper is pretty sceptical about 

Labour's plans. "The aim of the policy is to make 

a significant dent in unemployment. What is meant 

by significant is not exactly clear, but over time 

the possible reductions in unemployment claimed for 

the policies have become less ambitious." (page 3). 



• 
(iv) Dependence on capital controls. "Even if an industrial 

policy could succeed in improving productivity...it 

is difficult to see how the results could come through 

in the short or even the medium term. This leaves 

capital controls as the main weapon to combat the 

current account constraint." (page 3). 

2. I don't know whether these Wharton papers have a good 

reputation. I think it is worth trying to get a journalist 

to run an article on the conclusions of this one. 

A G TYRIE 
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Labour Policy Scenario: 
The Current Account 6- 

1984 	1986 
Base 

1988 	1990 
Simulation 
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The consequence of all this is clear from the summary table at the 
beginning of this section (Table 3:1) and the Figure 3:3 below. The 
deficit reaches a record level of £5.5 bn. in 1988 and deteriorates 
further to reach £7.3 bn. in 1991. Expressed in real terms, or as a 
percentage of nominal GDP, the £7.3 billion deficit predicted for 1991 
would be the highest since 1975. 

Note that the relative expenditure shifts away from the private sector 
towards public spending which are inherent in the policy changes 
actually help mitigate the current account's detPrioration. This is 
because of the lower import content of government spending on goods 
and servirtos, and of public capital expenditure directed at the 
construction sector. 

Figure 3:3 
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CONFIDENTIAL 

CHANCELLOR 

FROM: A G TYRIE 
DATE: 24 FEBRUARY 1987 

cc Chief Secretary 
Economic Secretary 
Financial Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 
Mr Pickering 
Mr Scholar 

OPPOSITION ALTERNATIVE BUDGETS 

The Research Department tell me that Labour are intending 

to launch a "jobs campaign document" on 11 March. This is probably 

what is meant by Labour's "Budget spoiling package" reported 

in Monday's press, article attached. 

Central Office are intending to attack this as soon as 

it is published. Several Cabinet Ministers will be mobilized, 

including, possibly Sir Geoffrey Howe, who may do a release 

on general economic aspects. I assume you are happy for this 

to go ahead. In view of proximity to the Budget I presume you 

would like to see a draft. 

I understand that the Alliance are putting the finishing 

touches to their alternative Budget today. I expect this will 

be launched by the end of the week. 

A G TYRIE 



Labour plan Budget 
spoiling' package 

By Quentin Cowdry, Political Staff 

MONDAY, FEBRUARY 23, 1987 
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LABOURT 
PLEDGE 
TO DOLE 
MILLION 

LABOUR is to launch a 
major "spoiling" 

operation next month by 
unveiling a bold three- 
pronged 	reflationary 
economic package to 
coincide with a Budget 
expected to combine tax 
cuts with lower interest 
rates. 

The disclosure of the plan, 
further heightening the tempo 
of the pre-election hostility 
between the Government and 
the Opposition, came as the 
Tories received a double fillip 
from weekend opinion polls: 

With the Tories likely to 
finish third in Thursday's 
Greenwich by-election, Minis-
ters were heartened by a 
national poll confirming their 
overall lead over Labour and 
the Alliance and a second poll 
indicating that they are in front ! 
in 	100 Conservative-held , 
marginals. 

Party strategists were taking 
particular comfort from a Harris 
poll conducted for London 

Weekend Television, which 
showed that in 50 "marginals" 
targeted by the Alliance the 
Tories have a 19-points lead, 
with the Alliance in every case 
coming third. 

A second Harris poll pub-
lished over the weekend puts 
the Conservatives, nationally, at 
39 per cent, with Labour at 37 
per cent and the Alliance at 23 
per cent. 

The polls mean that an early 
General Election—either in May 
or June—is still a possibility as 
the Government is expected to 
achieve a major electoral boost 
from the Budget, which seems 
certain to slash the basic rate of 
income tax by 2p. 

Labour's counter-attack will 
begin with the unveiling, a 
week before the Budget on 
March 17, of its £6 billion emer- 

gency plan to create one million 
jobs within two years. 

Then, almost immediately 
after the Budget, it will 
announce the other two planks 
in its "programme for 
renewal"—a commitment to 
give Britain, within 10 years, 
the best trained workforce in 
Europe and a totally reinvigo-
rated manufacturing sector. 

Labour officials yesterday 
refused to divulge the cost of 
these pledges or whether they 
would involve the contentious 
compulsory employers' training 
levy proposed by Mr John 
Prescott, the party's Employ-
ment Spokesman. 

"These other items obviously 
require financing. but the cost 
will be offset by the fact we are 
staggering the programme real-
istically. This will allow us to 
benefit from increased revenues 
as unemployment falls and out-
put grows," said a spokesman. 

Mr Roy Hattersley, Shadow 
Chancellor, said: "These eco-
nomic objectives will not be a 
one-year wonder. They are an 
agenda for a generation to 
ensure that Britain competes, 
pays its way and prospers in the 
post-North Sea era". 

THE GUARDIAN 

Labour's t  
job plan 
LABOUR'S programme to 
tackle unemployment. which 
will form the centrepiece of 
Its general election mani-
festo, is expected to be agreed 
by Mr Neil Kinnock's shadow 
cabinet on Wednesday for 
publication in the week be-
fore the budget on March 17, 
writes John Carvel. 

It is understood that Mr 
Bryan Gould, shadow chief 
secretary to the Treasury, has 
completed bilateral nego-
tiations with other leading 
members 

his paper will seek to 
demonstrate how unemploy-
ment can be reduced by one 
million within two years on 
the basis of Labour's plan to 
engineer a net increase In 
public spending of £6 billion. 

Mr Could's approach has 
been to identify the potential 
for job creation In each area 
of the economy, including 
house-building, infrastructure 
development, expansion of 
community services, and train-
ing. 

By PETER 1100LEY t 
Political Correspondent 

LABOUR pinned their 
General Election hopes 
yantiMayand investment 

Shadow Chancellor Roy 
Rattersley announced 
detailed plans to slash 
unemployment by one 
million in two years and 
revitalise 	British 
manufacturing over the 
coarse of the next two 
Parliaments. 

But in a bid to dampen 
fears about "loony Left" 
councils, the three-point 

promises "an rzg.:=.: but not a 
dominating role" for local 
government. 

Labour chiefs believe 
their "programme for 
renewal" will prove a 
major vote-winner. 

Created 
New jobs would be 

created by spending public 
money on Britain's roads 
and sewers, a new house 
building programme and 
an expansion of com-
munity services. 

Massive investment in 
job training is Included in 
the package which 
promises to turn round the 
"slide towards industrial 
surrender" with invest-
ment cash for new 
technologies, com-
puterisation, and research 
and development. 

Mr, ilattersley said yes-
terday: -These economic 
objectives will not be a 
one-year wonder. 

"They are an agenda for 
a generation.'

, 
 

Greenunch mean time—
Pace 8 
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RC2.16 	 CONF1,JrANItAL 

FROM: CATHY RYDING 

DATE: 25 February 1987 

MR TYRIE cc Chief Secretary 
Economic Secretary 
Financial Secretary 
Minister of State 
Mr Pickering 
Mr Scholar 
Mr Cropper 
Mr Ross Goobey 

OPPOSITION ALTERNATIVE BUDGETS 

The Chancellor was grateful for your minute of 24 February 

concerning Labour's "jobs campaign document". As you thought, the 

Chancellor would be grateful to see a draft. 

CATHY RYDING 
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FROM: A P HUDSON 

DATE: 26 February 1987 

MR TYRIE 

 

cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State 
PS/Sir P Middleton 
Mr Culpin 
Mr Pickering 
Mr Romanski 
Mr Cropper 
Mr Ross Goobey 

THE WHARTON PAPER: BRITISH ECONOMIC PROSPECTS UNDER 

A LABOUR GOVERNMENT 1987-91 

The Chancellor has seen your 23 February minute. 

2. He agrees that this is marginally worth giving to a 

journalist, and would be grateful if you could contact 

Mr Derek Hill of the "Daily Express". 

A P HUDSON 



Miss G Noble 
HM Treasury 
Parliament Street 
LONDON 
SW1P 3AG 

19L) 

DEPARTMENT OF HEALTH AND SOCIAL SECURITY 
FRIARS HOUSE 
157-168 BLACKFRIARS ROAD 
LONDON SE1 8EU 
Telex 883669 
Telepliune 01-703 6380 Exr 4U3U 

Your reference 

Our reference 

1....cc 	26 February 1987 

La..471 tst eLA, 

(-0 L4NZs 

QI-1cU -e-  "W./ 

Jo— -Out_ 

61 /44-3- - 	 — 

LABOUR ' S SPENDING PLANS 	 k'`'1 L-ILLA A-a4)K 3'9  
v„jc,L5.6;,i 3 Ss vitsutle. 

I am becomingly increasingly worried about our role in this exercise. Our 
basic ground rule is that official involvement should be limited to the 
factual costing of proposals which have first been clearly defined by Ministers 
or by political advisers. (I believe this formulation is due to Robin Butler). 
This leaves a grey area, however, as proposals which seem clear to Ministers 
may still be rather too vague to cost. An example is what is meant by "average 
earnings". 

It seems to me quite proper for officials to draw attention to a technical 
issue of this sort on which clarification is needed. 	But, in the context 
of costing an opposition proposal, I do not think they should go beyond 
this to advising on how the issue should be resolved. 	It is obviously 
difficult to draw a precise line between listing alternative approaches 
and giving a steer towards a particular approach; to the extent that there 
is doubt, it would be wise to err on the side of caution. 

Against this background, I have some worries about Wilf White's recent letter 
to Mark Fisher recommending that Mr Major be consulted on the interpretation 
of a particularly vague proposal, and that a firm ruling be obtained from 
him on whether the proposal should be included in a new list of Labour 
costings. We have put this to Ministers, but it proved very difficult indeed 
to present the questions in a totally neutral way. It is simply not possible 
to do a note of reasonable length which identifies the points needing 
clarification without leading Ministers towards particular conclusions — 
or, 	at least, it is not in the time we were given. 	And I am sure that 
a minute which did no more than pose the questions would simply have annoyed 
Ministers and provoked a request for a background note. 

Having now had a chance to reflect, I do not feel that questions of this 
sort should be put to Ministers via FC. 	The proper channel would seem a 
letter direct to the political adviser or else on a personal basis to Ministers. 

1 



E. R. 

• 
Officials should not be involved until Ministers have decided that a specific 
proposal is to be costed. 	I hope any further queries can be handled in 
this way. 

M WHIPPMAN 

2 
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S FROM: A P HUDSON 

DATE: 26 February 1987 

fo(-4--PrL 
P LA) r 

UNCLASSIFIED 

MR TYRIE 	 cc Mr Cropper 
Mr Ross Goobey 

RIPOSTE TO LABOUR ATTACKS 

The Chancellor notes, for example from a recent speech by 

Mr Hattersley, that Labour are starting to use the line that the 

money is now available to finance their programme. 

2. 	He would be grateful if you could give some thought to how 

best to respond, in case this comes up in the Budget Debates. 

A P HUDSON 
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H M Treasury 
Parliament Street onrion SW1P 3AG 

Switchboard 01-270 3000 

Direct Dialling 01-270 .4.5.2.9 

A G Tyrie 
Special Adviser 

Howell James Esq 
Department of Employment 
Tothill Street 
LONDON SW1H 9NF 

27 February 1987 

This is just to confirm our 'phone conversation that Lord Young 
or/and Kenneth Clarke may make a pre-emptive strike on Labour's 
jobs package, due to be issued on 11 March. I think Patrick 
Rock at Central Office has already put quite a lot of thought 
into how to handle this, and the launch of the Alliance Budget, 
due on 10 March. 

Please let me know if I can help put together any knocking-copy. 
Thank you very much for agreeing to let me have advance drafts 
of any releasesifor the Chancellor to see. 

A G TYRIE 

cc PS/Chancellor 
PS/Chief Secretary 
Mr Cropper 
Mr Ross Goobey 
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CONSERVATIVE RESEARCH DEPARTMENT e 

32 SMITH SQUARE • SW1 

MEMORANDUM 

To 

27th February 1987 .-7•ta $4-4- 
4/7  

11- 	LAAA—A-MAJE 	elir—.1 (-( 

ti LA 	 tILA -aCa--Ic, 
The Chairman ii444-14,14444.1:144  

From  	 D.  

LAUNCH OF LABOUR'S JOBS PACKAGE - 11TH MARCH 

The above is to be launched by Messrs Kinnock and Gould and 
is expected to give details of the £6.8 billion jobs package. 
At this stage it is not clear whether this will be the 
occasion to launch their Budget proposals. 

We intend to pre-empt Labour's launch with speeches made 
the previous weekend. 

We suggest that yruir Local Government Conference speech, 
which I am drafting, looks at examples of Labour's job creation 
plans in local Government. 

Mr Kenneth Clarke will attack the overall package. 

Also at the Local Government Conference, Mr Ridley's 
special adviser and I have agreed that he in his speech would 
concentrate on the economic implications of their plans for 
job creation in local government. 

Mr Channon has agreed to concentrate his fire on Labour's 
plans for manufacturing industry and the nationalised industries. 

The Treasury have indicated that they wish to clear 
drafts of all statements/speeches in view of the imminence 
of the Budget. Mr Tyrie will therefore be prcvided with copies 
well in advance for this purpose. 

c.c Mr R. Harris 
Mrs K. Ramsay 
Mr J. Hill 
Mr J. Desbcrough 
Mr A. Tyrie 
Mr J. Whittingdale 
Mr M. Fraser 
Mr P. Rock 

PD/NB 
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FROM: A ROSS GOOBEY 
DATE: 27 FEBRUARY 1987 

Pj( cc PS/Chancellor 
Nif1/4") 	

•-)PS /Chief Ser4.:ry 

\61IY  ?‘ 	

Mr Cropper 

pt Mr Tyrie 

VIP  

 

MR HUDSON 

BRYAN GOULD'S BOOK 

I note from the London Daily News today that Mr Gould's book will 

not be published until "after the election". 

The reason given is that "it would be scrutiniscd in detail 

and might be seen as a statement of party policy". 

Clearly, Mr Gould does not believe that he will be part of 

a government after the election, else the publication would have 

to be party to the collective responsibility of a Cabinet, whilst 

a book by an Opposition spokesman is of little interest. 

A ROSS GOOBEY 
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UNCLASSIFIED 
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MR ROSS GOOBEY 

FROM: A P HUDSON 
DATE: 2 MARCH 1987 

cc PS/Chiet Secretary 
Mr Cropper 
Mr Tyrie 

BRYAN GOULD'S BOOK 

The Chancellor has seen your 27 February minute. 

2. 	He thinks you have a good point. He would be grateful if 

you could feed it to a suitable backbencher, or, indeed, 

"crossbencher". 

A P HUDSON 



Conservative Central Office 
32 Smith Square Westminster SW1P 3HH 
Tel. 01-222 9000 Telex 8814563 

From: 
MICHAEL DO 
Chief of Staff 

//  STRICTLY PERSONAL AND CONFIDENTIAL  

2nd March 1987 

During a recent lunch at The Economist, Mark Schreiber 
mentioned that Kinnock had told him the Labour Party was 
committed not only to removing any cut we made in tax rates 
but also to removing any increases we make in tax thresholds. 
I asked him to ensure that this commitment appeared in The 
Economist, and you may have seen that last week's edition 
does give a passing reference to it. 

I am not aware that this has achieved much prominence yet, 
and thought you might be interested as it could be a very 
useful political point. I am copying this note also to 
Peter Cropper. 

LN6Filvwni-4.  

Lit-fr 

Th Rt Hon Nigel Lawson MP / 1A 
Chancellor of the Exchequer 
H M Treasury 
Parliament St 

 London SW1 
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or f.awson's lucre? 

WITAIN 

Mr Nigel Lawson, the chancellor of the 
exchequer, is a happy man. His budget on 
March 17th looks like being the last big 
initiative open to the government before 
the election. In it, he should be able to 
please everybody—voters, industry and 
the City. He is likely to deliver tax cuts, 
lower borrowing and lower interest rates. 

Mr Lawson starts with two advantages. 
The lower-than-expected level of public 
borrowing in the current financial year 
gives him more elbow room than he once 
thought possible for the new year starting 
in April. And the Labour opposition has 
delivered itself into his hands. Its shadow 

Do voters want liattersley's hairshirt 

chancellor, Mr Roy Hattersley, has 
pledged that an incoming Labour govern-
ment would reverse any tax cuts which 
the Tories may make. He has increased 
the political purchasing power of such 
cuts for the Tories. If voters like what Mr 
Lawson gives them, they are on notice 
that they will not continue to enjoy it if 
Mr Hattersley gets Mr Lawson's job. 

The current economic boom is helping 
to fill the Treasury's coffers with higher 
tax revenues. Latest figures suggest that 
the public-sector borrowing requirement 
(Psnft) may turn out at around £4 billion 
in 1986-87—well below the target of £7  

billion fixed in March 1986. In 1987-88, 
the chancellor could have £3 billion-4 
billion to play with, and still meet his 
original PSBR target of £7 billion. That 
would be almost enough to allow him to 
push the basic rate of income tax down to 
25p in the pound. Most people in the City 
think he will go only half way, and cut the 
basic rate of income tax by perhaps 2p, to 
27p. He could then use around £.1 billion 
of his revenue windfall to reduce the 
PSBR, and still have a few hundred million 
for nice surprises. 

Two things may restrain Mr Lawson 
from going for maximum tax cuts. One is 
financial prudence: with inflation rising, 
consumer spending surging, and the over-
seas current account moving deeper into 
deficit, the last thing that the economy 
needs is a further big boost from tax cuts. 
The other is a desire to cut interest rates, 
in the hope of reducing inflation. 

Achieving that second goal could be 
every bit as important, politically, as 
cutting income tax. It will be no cinch. If 
Mr Lawson cut his PSBR target for 1987-88 
by £1 billion, that would imply an in-
crease in government borrowing from £4 
billion in 1986-87 to £6 billion in 1987-88. 
Higher government borrowing, at a time 
when the economy already shows signs of 
overheating, is not likely to push interest 
rates down. To make that more likely, the 
PSBR would need to be held at its estimat-
ed 1986-87 level of £4 billion. 

However, in each of the past six years, 
interest rates have fallen around budget 
time—though they have usually risen 
again later in the year. And this time, as 
grumbling industrialists point out, British 
interest rates are some five percentage 
points higher than the average in the 
other big four economies—America, 
France, Japan and West Germany. 

The main electoral attraction of reduc-
ing interest rates is not to help industry, 
but to cut the cost of mortgage borrow-
ing, and thus reduce inflation. Each one 
percentage point cut in the mortgage rate 
reduces prices by 0.4%. A cut in the retail 
price index this summer would shave the 
top off the peak which it will otherwise  

touch around August. A smaller rise in 
inflation would help to hold down public 
spending next year: social-security bene-
fits in 1988-89 will be uprated in line with 
inflation in the year to September. 

A lower mortgage rate has other and 
less complicated attractions. The average 
borrower with a mortgage of £26,000 and 
an income of £13,000 will save about £185 
a year if the mortgage rate falls by one 
percentage point. The chancellor would 
need to cut the basic rate of income tax by 
as much as 3p to achieve the same effect. 

Helping home-owners is one of the 
prime minister's pet preoccupations. Just 
before the 1983 election, the , ceiling on 
mortgage-interest tax relief was increased 
from £25,000 to £30,000. Mrs Thatcher 
might no* be tempted to go for £35,000. 
Some 35% of those taking out new mort-
gages are-above the £30,000 ceiling, and 
roost of those, like the safest Tory seats, are 
in south-east-England. The average ad- 

vance in London is now £40,000; in York-
shire just £19,000 (see chart on next page). 

Increasing the tax-free limit would 
probably further widen the gap between 
north and south. As the extra tax relief 
spilled into house prices in the south, 
people in the north would find it harder 
still to come south for work. In 1986-87, it 
might have cost £100m to raise the ceiling 
to £35,000. Next year, the cost would be 
higher, because the number of new home 
loans over £30,000 has been rising. But 
this would be a cheap way to make new 
home-owners feel richer. 

The Conservative party is no longer 

. The pleasures of a Tory 
chancellor 

1 C 
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No laughing matter 
We ought to be flattered. An academic 
at the university of Trier, in West Ger-
many, has subjected The Economists 

headlines and picture captions to de-
tailed textual scrutiny and concluded 
that two out of three of them use "fore-
grounding devices" such as puns; meta-
phors and alliterative or assonant mecha-
nisms. These, the study goes on to 
suggest, may have a hidden intent: 
"far from raising a smile or causing a 
humorous reflex, some of these fore-
groundings serve to undermine, or to 
suggest cynical or clearly contrary points 
of view on, the matter reputedly report-
ed on." 

Humorous reflexes shrivel in the face 
of this solemn analysis. One example is 
the headline on an article about pirate 
radio: "Not so jolly Roger". This, the 
study earnestly insists, "has an idioma-
tic/metaphorical compound phrase in the 
foreground—the name for the pirate's 

flag of skull and crossbones. It is modi-
fied by the negative particle and an 
adverb which, united, succeed in super-
imposing a second possible reading, 
namely a comment on events which are 
held to be no longer satisfactory or 
'happy'; this then is followed by the 
radio operator's acknowledgment of a 
message received and understood." 

Readers should remember that "what 
we see at work in the headlines of The 

Economist cannot be grasped on the 
level of lexical or word semantics alone. 
What happens is that an absent text (or 
micro-text) is appealed to by means of a 
text. This proceeds either by a syntactic 
form chosen to echo the absent text or by 
the selection of key lexical items as an 
opener and completion of the quotation 
by means of a topical reference. An 
example of the latter is 'Carry on, Sir 
Keith'." 

Honestly, it was just a joke. 

BRITAIN 

Interest rates 
3-month money market 

Sources: Inland Revenue; Building Societies Association 

divided between spenders and tax cutters, 
as it was two years ago. Even the Tory 
Reform Group has made only a half-
hearted bid for higher public spending. 
But Conservative members of Parliament 
who want to help lower wage earners 
might prefer to use the spare cash to 
reduce allowances rather than cut tax 
rates. To trim 2p off the basic rate would 
cost about the same—£2 billion—as a 
10% real increase in personal allowances. 

2p or not 2p? 
A raising of the allowances was the gov-
ernment's priority during 1982-85. Last 
year, Mr Lawson switched his attention 
back to the basic rate. Why has the 
government wavered between cutting tax 
allowances and rates? Some senior Tories 
argue that it may be politically dangerous 
to have too many non-taxpayers. When 
local citizens do not pay rates, high-
spending local authorities get elected. 

20 

More to the point, a rise in the allow-
ances used to be seen as the best way of 
tackling the poverty trap (the result of 
high marginal tax rates and means-tested 
benefits) by removing the low-paid from 
the tax net. It still benefits the low paid by 
more than cuts in the tax rate. But once 
the social-security rules are changed in 
1988, entitlement to benefits will depend 
on post-tax rather than pre-tax income, so 
benefit recipients will be, imaffectedpy 
changes to tax thresholds. 

Compared with other industrial coun-
tries, the rate at which Britain taxes low 
earners is more unusual than the point at 
which tax starts to bite. The threshold at 
which a married man on average earnings 
starts to pay tax-40% of his earnings—is 
roughly in line with those in other coun-
tries. Where Britain is different is in the 
starting rate of income tax: 29% in Brit-
ain, compared with 7% in France, 11% in 
America and 22% in West Germany. 

The clinching argument in favour of tax 
cuts may be provided by the hapless 
Labour party. Its leader, Mr Neil Kin-
nock , has said that the pledge to reverse 

tax cuts would also apply to raising tax 

thresholds. Some of his senior colleague 
are more wary. They would prefer to 
fudge the issue. On a recent television 
programme, Mr Kinnock offered to ex-
plfiin publicly "in the most refined detail' 
exactly how Labour plans to increase 
income tax. Mr Lawson could not ask lot 
illIJIC. 

Greenwich by-election 

The big squeeze 

Italy 

The windows are bedecked with gold if 
the south-east London constituency o 
Greenwich. If posters could win by-elec 
tions, the sDP-Liberal Alliance candidate 
Mrs Rosie Barnes, would romp home o! 
February 26th. They don't, and she ma 
not. But the more public her support is 
the more chance she has of persuadin 
Conservative and right-wing Labour sur 
porters to vote tactically for her in ordc 
to oust the left-leaning Labour candidate 
Mrs Deirdre Wood. 

Because this by-election is all abou 
squeezing votes, it gives a foretaste of th 
coming general election. Most voter,  
Labour or Conservative, scc the Allianc 
as their second-choice party. Some at 
prepared to vote second-best to stop the,  

least favourite from winning. The que,  
tion is, how many will actually do so? 

The signs in this by-election point to 
tactical squeeze on the Tory vote by th 
Alliance. In the 1983 general electiol 
Greenwich recorded one of the large 
swings to the Tories, and the traditional 
Labour seat came close to shifting to tl 
Conservatives. The Alliance candida 
came third, with 25.1% of the vat 
compared with 34.8% for the Tory ar 
38.2% for the Labour winner. 
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5. OPPOSITION BUDGETS 

  

The Alliance is to issue its document on 10 March, Labour on 

11 March. 	The Treasury (Chancellor and Chief Secretary) must 

be consulted about the line Central Office will take although 

clearly other Ministers will have to take the lead in the pre-

Budget period. Mr Tyrie will ensure this. The Chancellor will 

raise the question at Monday's Policy Group meeting a'7. No.10. 

Government announcements should be timed to spoil the effects 

of the counter-budgetsas much as possible. Mr Tyrie is to suggest 

to Mr Clarke's office that he might like to write to Mr Prescott 

on 10 March in pursuit of some pre-emptive hits. 
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Chancellor 
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FROM: A G TYRIE 
DATE: 3 MARCH 1987 

LABOUR COSTINGS: EDUCATION 

You asked for a note on Labour's proposal to give a £27 a week 

grant to people over the age of 16, reported in the Independent 

yesterday. 

We already have this costed as item 6 in the existing 

hot, at £730m. The Independent article suggests that Labour's 

forthcoming "package" will limit the cost to £150m a year by 

means testing for grants. 

If Labour produce a policy document committing them to 

means testing in time for it to be added to the new table I 

shall have it costed. Otherwise I think we should stick with 

the original pledge, which comes from 'Charter for Young People' 

published less than 2 years ago. 

A G TYRIE 



GRANTS of about /27 a week for 
pupils to stay on at school will 
form part of a Labour package on 
education and training .to .un- 
veiled this month. 	• 

The grants will be means-
tested, in line with existing stu-
dent grants, to limit the cost to 
about £150m a year. This compro-
mise WU reached in private talks 
between Giles Radice, the 
Shadow Education•Secretary, and 
Roy 	Hat tersley, the Shadow 
Chancellor. 

Mr Radice is convinced that 
the offer of the grants to pupils 
aged over 16 will prove a vote-
winner as part of Labour's expen-
diture plans for expanding educa-
tion and training. 

Mr Hattersley's Shadow Trea-
sury team was worried that the 
cost of providing grants to all pu-
pils wishing to remain at school 
after 16 would be prohibitive, but 

.` 	•ni ,  • 
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MONDAY, MARCH 2, 1987 

By Colin Brown 
Political Correspondent 

applying the means test substan- 
tially reduced the cost. 	7 

Eligibility would therefore de-
pend on the income of a pupil's 
parents. Although there has been 
resistance to means-testing within 
the Labour Party, Mr Radice is 
confident that the policy will win 
wide acceptance. 

Mr Radice will today urge the 
Chancellor to spend more money 
on education grants for pupils 
rather than on tax cuts. In a text of 
a speech he is making to his Ches-
ter-le-Street constituency, re-
leased at the weekend, Mr Radice 
says: "Why not use some of that 
extra money to encourage more 
young people to stay in full-time 
education after 18? In Japan, 95 
per cent of their young people are  

now staying in education Until 18, 
almost three times the number 
that do in Britain." 	• 	"

• 
	• 

Leaders of four million parents 
in England and Wales will meet 
Kenneth Baker, the Secretary of 
State for Education, today in a 
last-minute effort to persuade 
him not to impose a pay deal on 
teachers. 

If Mr Baker goes ahead and im-
poses the deal, industrial action 
by teachers would be almost inev-
itable, James Hammond, general 
secretary of the National Confed-
eration of Parent Teacher Associ-
ations, said yesterday. 

The three largest teachers' 
unions are balloting their mem-
bers on strike action over Mr 
Baker's plans to use his powers 
under the Teachers' Pay and Con-
ditions Bill, which will become 
law within the next few days. 

City college snags, page 2 

Labour plans £27 a week 
grant for pup' s over it  

• 	THE INDEPENDENT 

' THE INDEPENDENT 
..1 

Labour would change aid rules 
• 
	THE LABOUR Party, if elected to 

Aid Trade Provision, whereby ex- 

would be to encourage develop- get, which Labour Is pledged to 

government, would abolish the 	
Resources Correspondent 

porters to developing countries 
receive financial assistance from country to which they wished to 

a Trade and Development Fund, 	The new fund would be sepa- 
the aid budget, and replace it with 	sell. 

the primary purpose of which rate from the ordinary aid bud- 

ment rather than subsidise Brit- 	double in real terms. At present it 

By Michael Prest I sgibudget under the two Thatcher 

•• 

administrations to grow signifi- 
cantly in real terms, chiefly In re-

exporters claiming that other 
countries offer their companies 

the only part of the overseas aid 

sponse to pressure from British 

more generous export subsidies. 
Mr Holland recognised that 
Labour's proposal might not be 
popular with companies. "This Is IA exports. 	 stands at a little more than Libn. a major Issue and Is by no means 

Stuart Holland, Labour's over- 	
The TDF would be admInis- easy to achieve," he said. seas development spokesman, tered by a Department of Devel- 	

He added: "We will make plain told a meeting held by the Over- opment Cooperation, with a min- to British exporters that they will 
seas Development Institute last ister in the cabinet, which Labour have no rights to TDF unless 
week that companies wanting plans to substitute for the Over- from the beginning of their 
assitance from the new TDF seas Development Administra- project they have submitted to the 
would first have to submit a study tion under the Foreign and Corn- department their appraisal of the 
showing how their exports would monwealth Office. 	

development Impact." promote the development of the 	Aid Trade Provision has been 



Inland Revenue Policy Division 
PA)(7 

Somerset House 
FROM: B A MACE 

DATE: 3 MARCH 1987 

PS/CHIEF SECRETARY 

LABOUR TAX POLICIES 

I agreed with Miss Evans that I would reply to your minute of 

20 February about the article in the Daily Mail that day on Labour's 

tax policies. 

The Daily Mail article purports to specify a revised higher rate 

structure aimed at raising £1.9 billion from higher rate taxpayers. 

The calculations also assume that mortgage interest relief would be 

given at the basic rate only (as the Labour Party have proposed). 

The figure of £1.9 billion is the residual amount Labour would need 

to raise from top taxpayers to achieve their overall £3.6 billion 

target after reinstating CTT (F185 million), CGT (£650 million) and 

Investment Income Surcharge (£825 million) on a indexed 1978-79 

basis. 	(This is consistent with the figures the Chief Secretary 

used during the debate on the Public Expenditure White Paper). 

In fact the changes specified in the Daily Mail article would 

bring in less than half the additional E1.9 billion required. 

Giving mortgage interest relief at the basic rate yields some £270 

million in 1986-87 and the total yield from the proposed changes 

cc PS/Chancellor 
	 Mr Mace 

PS/Financial Secretary 
	 Mr Payne 

Mr Tyrie 
	 Dr Keenay 

fAtss EvcuaS. 
	 PS/IR 



4114.  
would be only about £800 million. (It is fairly clear, on a quick 

inspection, that the relatively modest changes in the higher rate 

structure proposed in the Daily Mail article are inadequate, bearing 

in mind that the whole of the yield of the higher rates in excess of 

the basic rate is less than £21/2  billion in 1986-87). 

4. The example which the Chief Secretary gave during the course of 

the debate on the Public Expenditure White Paper is not, of course, 

the only way of raising £3.6 billion from higher rate taxpayers. 

But Ministers agreed last year to keep to this one example, to avoid 

a confusing proliferation of different possibilities. 

B A MACE 



FROM: JILL RUTTER 

DATE: 5 March 1987 
rt,i( 

0 1_ 11_"'R 1  

MR TYRIE 

cc: 
PS/Chancellor 
PS/Financial Secretary 
Mr Cropper 
Mr Ross Goobey 
Miss Evans 
Mr Culpin 

LABOUR TAX POLICIES 

The Chief Secretary has seen Mr Mace's minute of 3 March. He 

has commented that we must stand ready to use this if necessary, 

and he fully endorses Mr Mace's poinl. about needing to stick 

to one example on the point o of consistency. 

2 	The Chief Secretary thinks there might be use in you 

briefing the Daily Mail to avoid a repetition of their error. 

You might like to have a word with Mr Culpin about this. 

JILL RUTTER 

Private Secretary 



• 
10 DOWNING STREET 

LONDON SW1A 2AA 

From the Private Secretary 
	 5 March 1987 

LETTER FROM ROY HATTERSLEY MP  

The Prime Minister has received the 
letter below from Roy Hattersley. 	

Nt2—00141 
The Chancellor may wish to cast an 

eye over the possible draft replies for 
the Prime Minister to send, a short version 
and a longer version which draws on the 
Chancellor's "crystal balls" speech. 

I also enclose the relevant extract 
from the Prime Minister's interview with 
John Cole. 

The Prime Minister wishes to reply 
before Questions this afternoon so I should 
be grateful for comments by 2.30 pm and 
earlier if possible. 

Please give them to the Duty Clerk. 

(DAVID NORGROVE) 

Mrs Cathy Ryding 
HM Treasury 



THE RT HON ROY HATTERSLEY MP 

• 
HOUSE OF COMMONS 

LONDON SWIA OAA 

5 March 1987 

AKA* 

During an interview with John Cole yesterday evening on the 
Radio 4 PM Programme you were specifically asked by Mr Cole if 
you would increase VAT after the next election were you to be 
re-elected. Indeed, Mr Cole asked you this question on two 
occasions. On the first occasion you replied by saying 

"You wait for the Election campaign. I will 
give you the policies then." 

As this was clearly not an answer to Mr Cole's question, he 
put it to you a second time. Your second reply was 

"I will give you the manifesto at the time of 
an Election." 

This is now the second occasion on which you have been asked 
specifically to deny that, were your Government to be 
re-elected, you would make massive increases in VAT. For the 
second time you have refused to answer the question and 
therefore refused to make a denial. I am therefore writing to 
you to put the simple question to you for a third time. 

If the Tory Party were to be returned to power after the next 
General Election would you increase VAT? Unless you are 
willing categorically to deny plans for such an increase the 
nation can only assume that, should the Tory Party be 
re-elected, massive increases in VAT would follow. 

I am releasing copies of this letter to the press. 

Rt Hon Margaret Thatcher MP 



• 
10 DOWNING STREET 

LONDON SW1A2AA 

THE PRIME MINISTER 

Thank you for your letter of today. 

You quote - of course - selectively from my interview 

with John Cole yesterday. Earlier in the interview I was 

asked what I had to say to your statement that if the 

Conservative Party wins the Election there will be a massive 

post-Election increase in VAT. I replied: 

"He has absolutely no grounds whatsoever for saying it. 

He is doing what the Labour Party have done in the 1979 

and 1983 Elections; they hadn't anything to say for 

themselves so they tried to set up fears and smears and 

they will go on doing it and I hope people will judge 

them." 

No denial of your absurd story could be any clearer than 

that. 

You have no policies that the country needs or wants. 

You know that our policies are needed and wanted. Your only 

hope is to try to pretend that those policies are other than 

what they are. You deceive no one. 

The Right Honourable Roy Hattersley, M.P. 
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10 DOWNING STREET 

LONDON SW1A2AA 

THE PRIME MINISTER 

Thank you for your letter of today. 

You quote - of course - selectively from my interview 

with John Cole yesterday. Earlier in the interview I was 

asked what I had to say to your statement that if the 

Conservative Party wins the Election there will be a massive 

post-Election increase in VAT. I replied: 

"He has absolutely no grounds whatsoever for saying it. 

He is doing what the Labour Party have done in the 1979 

and 1983 Elections; they hadn't anything to say for 

themselves so they tried to set up fears and smears and 

they will go on doing it and I hope people will judge 

them." 

No denial of your absurd story could be any clearer than 

that. 

No-one should trust your predictions, or those of your 

colleagues. Let me remind you of just three examples. 

In May 1983 you said "inflation is ready to rocket 

again. By this time next year, it will be back in 

double figures". In fact, inflation in May 1984 was 

5.1 per cent, and has since fallen further still. 



Later that year, Mr. Kinnock said that the economy 

was heading for "super slump" and that the 

Government's promise of recovery was "a mirage". In 

fact, we aLe now in our sixth successive year of 
steady growth. 

In 1985, you predicted lower living standards. In 

fact, living standards have risen to record levels, 

and are still rising. 

It is the Labour party's policie which would lead to a 

return to high inflation. Conservative policies have brought 

inflation down and will keep it down. 

Labour policies would massively increase taxation - 

£28 billion of extra expenditure would make sure of that. 

Now only the Conservatives aim to reduce taxation. 

You have no policies that the country needs or wants. 

You know that our policies are needed and wanted. Your only 

hope is to try to pretend that those policies are other than 

what they are. You deceive no one. 

The Rt. Hon. Roy Hattersley, M.P. 



• 
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PM: 

I cannot talk about the budget as you know. The vital thing 

is that we keep inflation down, you were talking about some earlier 

days, the terrible decade was the decade of the '70s when people's 

savings were losing their value every year at an appalling 

rate,people who had relied upon having that money in their 

retirement. We must keep inflation down. If we let it rise through 

our financial policies we should soon find ourselves unable to 

compete with countries like Germany. The moment unemployment is 

coming down the number of jobs being created is rising. The 

standard of living is higher than ever before and for those who have 

to be on supplementary benefit ot benefit ot one kind or another, 

that too is higher than it was when we took over, so we are looking 

after those who are unfortunate but not in a passive way; we ahve 

got the biggest training programme for them and we are interviewing 

each and every one. As I said this morning, training is not a 

palliative for unemployment - it is the key to the future. 

INT: 

Roy Hattersley has said today that whatever you do about 

taxes and the budget that if you win the clectiou there W111 be a 

massive post election increase in VAT. What do you say to that? 

PM: 

He has said that many, many times before. 

INT: 

Do you deny it? 



- 9 - 

He has absolutely no grounds whatsoever for saying it. he is 

doing what the the Labour party have done in the 1979 and 19.53 

election; they hadn't anything to say for themselves so they tried 

to set up fears and smears and they will go on doing it and I hope 

people will judge them without any policies that the country wants, 

totally unable to trust the people, so what the Labour party is 

saying to people "We are going to take more of your earnings because 

we, the Labour party do not trust you to spend them. We are going 

to spend them for you." That is their policy. You wait for the 

budget. You know full well I can say nothing about it. I hope it 

will be a very, very gond one. 

INT: 

I am talking about after the election Prime Minister. 

PM: 

You wait for the election campaign. I will give you the 

policies and I will set them out very fully and you will cross 

examine me. 

INT: 

But you did say in 1979 that there would be no increase in 

VAT or your colleagues did. 

PM: 

No, Mr Cole, we said in 1979 that we would transfer some of 

the taxes onto indirect tax because we believed in getting income 

tax down. We have got income tax down. We did pursue what was in 
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the manifesto and transferred some of the tax to the indirect tax 

and so VAT did go up. There were three rates before then. One was 

zero, one was 8%, one wass 12%, we kept the zero rate for things 

like food, housing which are absolutely vital and transport and we 

put the other two rates up to 15% where they have stayed ever since. 

There is some VAT on some foods, chocolate biscuits for example, 

that was put on actually by the Labour party, yes we kept it on. 

INT: 

Can you give me an undertaking that there will not be an 

increase in VAT? 

PM: 

You are trying to go ahead of what the manifesto will be. I 

will give you the manifesto at the time of an election. But we are 

not up to an election. We are not even to the next budget. I cannot 

talk about that. We will have a very good manifesto, a very forward 

looking manifesto, and I am afraid, Mr Cole, you must wait for it. 

INT: 

When will we get that, Prime Minister? 

PM: 

After we have announced an election. 

INT: 

And when will that be, Prime Minister? 

1. 
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PM: 

I do not know. 

INT: 

When will you know? 

PM: 

When I have decided. 

INT: 

Thank you. 

(END OF TRANSCRIPT) 

NNIN 
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FROM A TYRIE 
DATE 5 MARCH 1987 

cc 	Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 
Mr A Hudson 

OPPOSITION PARTY "BUDGETS" 

You asked for a note on Research Department preparations for 

dealing with the Alliance's and Labour's alternative budgets, 

due to be launched on the 10th and 11th March respectively. 

PreempLive  

Labour  

The initial plan was for a concerted attack by Messrs Ridley, 

Clarke, Channon and Tebbit, aimed at the week-end press. 

Messrs Ridley and Channon have not yet made up their minds and 

Mr Clarke is giving a speech on the North/South divide instead. 

I attach a copy in case you are interested. 

Mr Tebbit is still going ahead and I attach that relevant extract 

of his speech. As I mentioned to you this evening I don't think 

it is budget orientated enough and have drafted an extra passage 

which, after a bit of polishing, Mr Tebbit could be asked to 

add. 

Alliance  

Sir Geoffrey Howe has agreed to do a speech and David Willetts 

has prepared a draft press release which I attach. This looks 



twesque and useful. 

It may be worth adding a couplin of sentences Lo Sir GeOttrey's 

release to take account of today's Guardian article. Something 

along the lines: "Nothing testifies better to the discord in 

the 'Alliance' than their confusion over tax benefit proposals. 

According to the Guardian endless compromise has borne fruit: 

a 'more expensive package' with fewer benefits! And it is a 

package, we are told, that the Liberals still don't understand". 

Peter Cropper had the idea of issuing a list of Alliance weazel 

words from 'The Time Has Cnme'. I attach a sheet of these. 

Reactive  

As we discussed it will be important, to get a response onto the 

tapes as quickly as possible. Copies of opposition material 

will get to CCO before they get here so I would like, if possible, 

to clear a couple of paragraphs with you over the 'phone from 

there. Mr Tebbit will be available as the 'mouthpiece'. 

The Research Department are also preparing a fairly comprehensive 

brief on Labour's plans for job creation. 

- 

A TYRIE 

002 3642 



S 	DRAFT PRESS RELEASE TO PRECEED LAUNCH OF LABOURi s 

BUDGET 

Mr Hattersley will shortly issue an "alternative 

budget". It will be a three pronged attack on 

the health of the British economy. 

The first prong will be an increase in spending. 

Somehow Mr Hattersley will have to satisfy the 

spending appetites of his colleagues. Last. November 

that stood at £28 billion. 	Since then we have 

had a Labour Party Conference, always an expensive 

occasion. Pledges made there amounted to a further 

£9 million. And over the past few weeks we have 

had a string of further pledges in Labour policy 

documents adding billions more. 

You won't hear about Labour's record on spending. 

Last time Labour were in off ice they increased 

spending by the equivalent of £18 billion in today's 

F-4t 1-sL*J  • moneyi. Why look into the crystal ball when you 

can read the book? 

The second prong will be a massive increase in 

taxation. Like all Labour spokesmen he will claim 

the rich would pay. We should not forget Labour's 



record, a record of a basic rate of income tax 

of 35p. in the pound. You won't hear much of that 

from Mr Hattersley either. 

The third prong will be an increase in Government 

borrowing. Last time, within two years of taking 

office the Labour Party had taken the Government 

borrowing to over 9% of GDP, the equivalent today 

of £35 billion. Something else Mr Hattersley will 

hope you've forgotten. 

Higher taxation, higher spending, higher borrowing: 

that is the devastating combination which bankrupted 

the country in two short years of Labour government. 

These are the policies which once again would unleash 

inflation and destroy eight years reconstruction. 

Jobs 'strategy'  

Mr Hattersley tells us he thinks these policies 

would reduce unemployment. But he must surely 

know that rampant inflation is the price of reckless 

spending and borrowing. And he knows that inflation 

costs jobs. As he himself has said: 

"High and rising inflation necessitates the slowdown 

of growth and is therefore damaging to our jobs 

programme". (Times, 12 September 1986). 



Another plank of Labour s job strategy will be 

to cut employers natio al insurance contributions. 

But Mr Hattersley doe 't believe that would work. 

Not so long ago he sa d: 

"The Labour Part has never believed that such 

changes to the ost of labour and employment could 

contribute to he solution of the central problem 

of the eco omy, which is the reduction in 

unemployment . (Hansard, 29 April 1986, Col. 36). 

No doubt we will shortly hear more of Labour's 

crazy scheme to create jobs by imposing compulsory 

overmanning on the nationalised industries. 

No doubt we will hear more of Local Authorities 

as "the engines of growth". Perhaps we will be 

told how many jobs Camden, Harringay and Southwark 

can give us. 

Mr Hattersley will be right to point to the Labour 

local authorities they are the Labour Party of 

the future. 

But Mr Hattersley has a chance to restore a shred 

of credibility to Labour's economic policy. He 

can tell us which of his colleagues' massive spending 

• 



• 	
pledges the Labour Party will drop. He can tell 

us which of Labour's recent pledge-laden policy 

documents they are going to withdraw. 

001 3642 



411HE TIME HAS COME: SOME WEASEL WORDS 
	

VI(  Thd rim)  cum(' 

"The Alliance parties' ambition  14-4 to double the proportion of 
the relevant age group going into higher education." 

"Ultimately we would wish to eliminate these for part-time higher 

education courses." 

"We would try to provide further incentives to employees share 

ownership and profit sharing". 

"New and improved services could  1,4,1*04  regular "well women 

clinics" for prevented check-ups..." 

"Services might 'nclude supervised activities for children outside 

school hours by volunteers..." 

"As a long-term goal, restoration of the earnings link is 

desirable." 

"Over a five period, we would aim to increase Britain's aid to 

0.7 % of GNP." 

004 3642 



EMeAtiaDVD uNTIL  i_orrk_ON FRIOAY Oth MAeCM 	 

A little while back, the flavour of the month was the so-

called North/South divide. 

Scottish politicians said, and southern journalists believed, 

that the North of England was an industrial wasteland 

populated by brass bands and out of work men in cloth caps. 

They told the people of Hackney that the South was an 

Eldorado, where BMWs were nose-to-tail all the way to the 
bank. 

In a constituency like Ribble Valley, a lot of the press 

coverage must have seemed very odd indeed. It's not just that 

unemployment here is less than half the national average. 

It's that for those with jobs, their standard of living is by 

and large higher than that of most people with similar jobs 

working in the South East. 

When you consider not only the cost of housing, but also the 

quality of life in parts of the country like this, I would 

strongly advise you against rushing South on the first train 

out! 

I am as fully aware as anyone else that there are areas of 

unacceptably high unemployment both in the north and in the 

south. 	t am very concerned indeed aDout the proOtems they 

race. 	But the 6ovi2rument has certainly aecepton is duty uo 

give assistance to tackle those problems. 

But contrasting Clitheroe (where unemployment is just over 5%) 

with Liverpool (where unemployment is over 201) - or 

Winchester (with unemployment of 5%) with Thanet (unemployment 

is over 20%) - or Clitheroe with Thanet - tells us more about 

Britain today than the 'shock, horror' headlines of some of 

our newspapers. 

1 



40What it shows is a contra:;1. within regions as much as between 

them. 

It shows that areas both of prosperity and of above average 

unemployment are to be found in all parts of the country, 

often very close to each other. 

It shows a contrast between those areas that have been able to 
adapt quickly to new economic forces, and those which have 
fallen behind. 

Other figures point up the fatuousness of the talk of a 

simplistic North/South divide. 

Over the last 12 months, unemployment has fallen fastest in 

the North, North West, West Midlands and Wales. 

Employment has increased in every region of England, quarter 

in, quarter out, since March 1983. 

Self-employment, for example, has grown faster in Yorks and 

Humberside since 1979 than it has in the South East. 

The Kind of broad brush descriptions I have been criticizing 

are irrelevant to people's real needs. They conceal more than 

they reveal. They take us not one step nearer to a solution. 

In that respect, they :Are Like the broad brush regi()nhi 

policies of the past. These were discredited at the time, and 

rightly so. And although the Opposition parties still hanker 

after them, there can be no going back. 

We must not try to resurrect dead or dying industries. 

We must not try to bring back outdated practices or machinery. 

2 



11, e must not Cll into th error or chucking money at a problem 

and keeping our fingeis 	ossed in the hope that it wilt 
somehow go away. 

What we need - and what we have - are policies designed to 

target cost-effective help on those areas - and on the people 

that need it most. 

Four new Urban Development Corporations have been set up - in 

Trafford Park, Teeside, the Black Country and in Tyne and Wear 

to help tackle some of the worst concentrations of 

industrial dereliction. These will bring land back into 

productive use, encourage commerce and industry, and create an 

environment to attract the most important ingredients of all - 

people and investment. 

On a smaller scale, we are trying out new ideas in our new 

Inner Cities Initiative. It is already showing how a 

partnership of effort between the public and private sector 

can help overcome inner city deprivation in eight districts 

scattered across the country. We have put little groups of 

Civil Servants on the ground in each district to help 

Government Departments, and we have set up programmes to aim 

straight at the needs of the people. We are improving the 

ways in which we provide work opportunities, training and new 

business for inner city residents from Peckham to 

Middlesborough. 

Success in clearing up dereliction-  and re-motivating our 

workforce will require great changes from the past. Towns 

that have been over dependent on one traditional industry - 

coal, steel, shipbuilding or metal-bashing - have to attract 

newer industries and smaller-scale enterprises. We cannot 

expect to make our way in the industrial world by living on 

our memories. 

3 



The same goes for another subject that has caused a great deal 

4111or controversy over recent weeks - pay. For there can be 
absolutely no doubt that outdated forms of wage bargaining 

will hold back economic progress. 

But let me first of all make one thing absolutely plain. 

Conservatives want a high wage/high productivity economy. We 

have always wanted a high wage/high productivity economy. But 

we want those high wages to be earned by improved performance. 

One of the most certain ways I can think of to destroy jobs is 

to pay ourselves more than we earn. You cannot share out 

wealth before you have created it. If a Company agrees to a 

pay increase that it cannot afford out of its profits, it gets 

rid of employees to cut the cost. 

No one expects that the situation can be transformed over 

night. 

Years of weak management and strong unions meant that pay 

became increasingly divorced from performance. The experience 

of inflation served to accelerate the process and to 

institutionalize bad practice. All for a quiet life, too many 

managers sacrificed the long term interests of their company - 

and their workforce. 

Of -course it Lave Lime Lu 	attitudes, but that_ 

the more reason why we should address ourselves to them now, 

when the country is more ready to change attitudes than ever 

before. 

A few weeks ago, I spoke about the historic weakness of 

British pay negotiation. I suggested some ways in which we 

could improve it in the future. 	was not surprised that some 

employers and some trade unionists were outraged. Some people 

in British industry still believe that. everything in 



it
traditional British wage bargaining is for the best in the 

est of all posible worlds. 

The key message in every part of the country is that unearned 

wage increases destroy jobs. This is most definitely not the 

same as saying that people in the North or anywhere else 

should accept cuts in salary. It is, however, saying that 

negotiators should stop to think. Any money that is being 

spent on pay increases regardless of performance is money that 

is causing redundancy or preventing - or delaying - the 

recruitment of new staff. It is interesting to think that if 

every employer with a vacancy left it unfilled for an extra 

week, the effect would be to increase the number of unemployed 

people by 100,000. 

Perhaps it should not be surprising that those who have made 

most noise in defence of national pay bargaining have been 

national union leaders based in London. They are worried 

about losing their own power base to their regional and local 

colleagues. 

The figures just don't bear out their claim that there is 

already a lot of regional variation in pay. The 1986 New 

Earnings Survey shows that male manual workers in the North 

and North West are paid about one per cent more than those 

living in the South East (excluding London). Men working in 

education, welfare and health are actually paid slightly more 

in Yorks and Humher3ide and the North. ;.qest 	m they trc 

the South East. And the pay of female: manual workers in the 

North West is slightly higher than those working in the South 

East. This produces much higher'.1iving standards for northern 

workers then for those in high cost areas. That in turn is a.  

good thing if it is earned by higher productivity and better 

performance. When it is not however, it helps to cause 

regional unemployment. 

5 
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My motive in spelliag out and repeating my message i. that I 

am desparately concerned about unemployment in parts of the 

North. Now that the economy is expanding and unemployment is 

falling in the northern regions, we have the chance to speed 

the process up. Northerners know the value of money and they 

know how to earn it. As we move away from national 

bargaining, they will pay themselves more than southerners 

when their industries are more successful than southern 

industries. Local bargaining leaves more room for the 

creation of local jobs. 

I believe that linking pay to performance helps 

competitiveness in other ways. 

It keeps our costs of production competitive - crucial if we 

are to survive in international markets. Most importantly of 

all, it encourages people to improve productivity and relate 

better to the performance of their own company. 

People without a stake in an enterprise may believe that they 

have little to lose from its failure, and nothing to gain from 

its success. But if they can identify with their company, 

this can mean more flexibile working practises, higher 

productivity and less resistance to change and innovation. 

Encouraging better performance is, therefore, a priority for 

the Government. The Chancellor's proposals for profiL-7. 1:11 

- pay are cert lin 	:Aep in the right dire'etion.. 

They will build on the other measures we have introduced since 

1979 to promote greater 'employee share ownership. As a 

result, over one million more people now own shares in the 

company for which they work- . 

The results of this kind of approach can be striking. Take 

the National Freight Corporation for example. 	Its per  

has been revolutioniAed since it was transferred from the 

putilic sector. 



Each £1 originally invested by employees in NFC when Lheir 

410ompany was privatised is now worth £35. Profits have 
increased four-fold, which has in turn led to more money for 

profit sharing. And pay in that Company is now negotiated at 

the level of individual subsidiaries to reflect differing 

circumstances. 

The recent provisional agreement between the Government and 

the IPCS also has greater flexibility as its aim. 

It is proposed, for example, that in future, pay increases 

would be related to performance. 

Furthermore, the Treasury officials who negotiated it on the 

Government's behalf stated that the object of the change is to 

break away from the present negotiating system so that pay can 

be differentiated in relation to different skills, different 

merits and, indeed, according to local conditions in different 

parts of the country. 

The IPCS has itself described these changes as the most 

radical it has faced for half a century. 

I understand the negotiating process and I quite understand 

that I cannot expect to achieve every ideal objective in any 

one negotiation. But the new deal with' IPCS is certainly a 

step in the right direction and a great improvement, for Civil 

:et'vunL.3 

 

and employers, on LheoLd ,;et:, up. The . provi:iLoni“ 

deal -shows that the Government is moving in a realistic and 

practical way towards promoting greater flexibility among its 

own employees. 

Our, system of pay bargaining is crucial to our future economic 

success. It is crucial to the nation's competitiveness, and 

it is crucial to the job prospects of the unemployed. 

7 



In A 	ica 4h 	trade unions have L.aditionally played a 
mer, 

Over different part from those in Britain, pay is often 

negotiated at plant level. People accept that their job is 

dependent on how their company does, and that their pay can 

vary accordingly. 

As a consequence of this greater degree of flexibility, 

employment rose in the United States between 1970 and 1980 by 

25 per cent. 	In the United Kingdom, it rose by 2 per cent. 

We all want to see more jobs in Britain, particularly in those 

parts of the country where economic growth has been slowest. 

Everyone, wherever they live, must have the chance to share in 

increased prosperity. 

But the only sure basis for that prosperity is the 

competiveness of British companies in world markcts. 

The process of developing a modern economy is going to require 

us to accept a lot of new ideas. But the cost of sticking 

with all our old ways of doing things would be very great 

indeed - particularly for the jobless. 

Since 1979 this Government has led the country to face many 

uncomfortable truths about our overmanning and restrictive 

practices. Other truths remain to be faced. We will face 

them as we have faced the others. 

Thc OencfiL ar,. beginning to be experienced in rising numbers 

of people in work and in the rising living standards of those 

people. We will need courage and imagination to keep those 

benefits flowing. 

8 
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Thanks for pointing this out for me. However, though Kinnock 
may have said this privately, I am not aware that he or 
Hattersley have ever made any such public commitment. 

NIGEL LAWSON 



ps4/12H • 

: (11)V  
164-  

C NCELLO 

BUDGET SECRET 

NO. 

FROM: A P HUDSON 

DATE: 10 March 1987 

LABOUR COMMITMENTS TO REVERSE TAX CUTS 

You asked me to look out commitments by Labour spokesmen to reverse 

any tax cuts in the Budget. I have found examples from Hattersley 

and Gould; Andrew Tyrie is looking for anything from Kinnock. 

The clearest commitment came in Hattersley's speech on 

15 January to the International Equity Dealers Association, at 

Flag A: 

"When the Chancellor cuts the standard rate, as he undoubtedly 

will, the Labour Party will vote against it in the House of 

Commons. what is more, we will reverse that decision when we 

are elected and return to approximately the present level of 

taxation." 

Hattersley said much the same in the Opposition Day Debate on 

20 January (Flag B). 

But, as you suggested, there is some evidence that they may 

try to wriggle out of this. In the Debate on the Public Expenditure 

White Paper on 18 February, Gould said: 

"If those  revenues melt away it is perfectly clear that if tax 

cuts are made in the Budget, they will have to be reversed 

after the Election." (My emphasis.) 

Gould's formulation implies that Labour are worried that tax 

cuts could lead to higher borrowing, or perhaps that borrowing for 



BUDGET SECRET • 
tax cuts would pre-empt their scope to borrow the £6 billion needed 

for their jobs package. 	But that is not part of Hattersley's 

argument in his 15 January speech. He says: 

"Tax cuts ... are neither economically or socially the right 

choice for this country." (P1) 

"In short we are facing a credit and consumption boom of 

unparalleled proportions with which the domestic economy is 

wholly unable to cope. Against that background there can be 

no possible justification for cutting taxation." (P.4) 

"If there is money to spend there are other objectives which 

clearly transcend the need for a reduction in taxation. [List 

of objectives.] We believe that all these proposals have a 

higher priority than cuts in income tax." (P.6). 

Att 

A P HUDSON 
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SPEECH BY THE RT HON ROY HATTERSLEY MP, DEPUTY LEADER OF THE 

LABOUR PARTY AND SHADOW CHANCELLOR OF PRE EXCHEQUER, AT A 

MEETING OF THE INTERNATIONAL EQUITY DEALERS ASSOCIATION, 

BUTCHERS' HALL, BARTHOLOMEW CLOSE, Ed 1 ON THURSDAY 15 JANUARY 

1987 AT 6.15 PM 

The Government's present economic policy is unsustainable and  

the Government knows it. The Government is promoting policies  

which will do the economy long-term harm in the hope that they  

can win short term popularity for the Conservative Party. The  

damage will be increased by the tax cuts which will certainly  

be part of the pre-election budget. Today I want to make  

clear the Opposition's view on those tax cuts and on the  

economic crisis which the Government is promoting. 

Tax cuts are quite the wrong prescription for the British 

economy. Indeed they are neither economically nor socially 

the right choice for this country. The Government hopes that 

a cut in the standard rate will both win votes and obscure the 

underlying danger of an impending crisis. I believe that it 

will do neither. Indeed, it will bring the crisis nearer. 

What is more, a tax cut made this March would inevitably lead 

to compensating action immediately the election is over. That 

necessity would face whatever Government was in post. Even 

were the Tories to win, they would reimpose higher taxes and 

make public expenditure cuts so deep that even the 

Conservative Party would be reluctant to support them. The 
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social case against tax cuts I propose to make in the House of 

Commons next week. Today I concentrate on the economic 

consequences of the present policy. 

Britain now faces a growing balance of payments deficit. We 

are no longer paying our way in the world. A currency crisis 

- which would normally and inevitably follow - is only held 

back by a combination of the highest real interest rates in 

our history (and in the developed world) and a number of 

fortuitous circumstances that cannot last. The vulnerability 

of the British economy is demonstrated by the pathetic 

pleasure the Government showed when the meeting of oil sheikhs 

- at which we were not represented - took a decision which was 

to our temporary advantage. Yet, despite the OPEC price 

increase, record interest rates, chaos inside the EMS and the 

weakness of the dollar, sterling has fallen to its lowest ever 

Level against the Deutschmark. 

The Government now admits that the balance of payments will be 

in deficit this year by £1.5 bn. None of the independent 

forecasters believe that estimate accurately to represent the 

extent of the deficit. Objective calculations estimate that 

it would be between £2.3 bn and £3.4 bn. The balance of 

manufactured trade will deteriorate from a surplus of £4.5 bn 

in 1981 to a deficit of £7.5 bn this year - even on the 

Government's estimate. That decline will come about at a time 

when manufacturing exports should begin to fill the gap 
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inevitably left by decreasing production of North Sea oil. 

Anyone who doubts either those predictions, or the seriousness 

of the problem they pose, should judge the Government's own 

record. Last year, at the time of the budget, we were 

promised a balance of payments surplus of £3.5 bn and the 

Chancellor boasted that we had adjusted to the reduction in 

oil revenues without appreciable damage. We are now told that 

at best the balance of payments will break even. And we are 

suffering the long term economic damage that comes from 

intolerably high real interest rates - and, in consequence, 

the highest interest on mortgage repayments in our history. 

There is no honest dispute about the reason for the 

disappearance of our trade surplus. Because of the damage 

done to manufacturing industry by Government policy, it can no 

longer keep pace with the demand for manufactured goods. For 

example, motor imports increased by 15.25% between the third 

quarter of 1985 and the third quarter of 1986. Other consumer 

goods imports increased by 19.5%. The demand for imported 

goods has escalated as a direct result of the explosion in 

consumer debt and earnings which outstrip the rise in 

inflation - a situation which Nigel Lawson condemns in the 

House of Commons but about which Norman Tebbit boasted in a 

Party Political broadcast. According to the Governor of the 

Bank of England, the ratio of household debt to household 

income has risen to 70% - as compared with 45% during the 

disastrous and discredited Barber credit boom of 1973. We are 
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wholly unprepared for the reduction in oil revenues. The 

surplus in our balance of trade in oil will more than halve 

from £8 bn in 1985 to £3.5 bn this year. We have totally 

failed to use the revenues received, at the peak of oil 

production, to prepare the economy for that change. The idea 

that invisible earnings - the product of the expansion in our 

financial institutions - can fill the gap is clearly the 

product of either wishful thinking or vested interest. 

In short we are facing a credit and consumption boom of  

unparalleled proportions with which the domestic economy is  

wholly unable to cope. Against that background there can be  

no possible justification for cutting taxation, increasing  

consumption, encouraging more consumer debt, sucking in more  

imports and both bringing nearer, and making more certain, a  

balance of trade and sterling crisis. 

The Chancellor will attempt to justify a reduction by claiming 

that it provides added incentive for those at the top of the 

income scale. Indeed he has already argued that a reduction 

in tax rates actually increases the tax income from those on 

the highest income. That is palpable nonsense. Recent 

increases in the percentage of revenue collected from those in 

the highest tax brackets are not the results of lower marginal 

rates. They are the product of a widening divergence between 

the primary earnings of the rich and the primary earnings of 

the rest - a divergence which has little or nothing to do with 



the incentive effect of lower tax rates. It was not lower tax 

rates that prompted the Chairmen of recently privatised 

industries lo increase their salaries. Nor are they working 

any harder. The massive salaries now paid in the City are in 

no way related to tax cuts. To justify lower taxes as a way 

to ensure that the rich help the poor is transparent hypocrisy 

- greed dressed up to look like benevolence. 

If the Chancellor disputes that judgement he has it within his 

power to prove me right or wrong. The Brown Report on tax 

rates and incentives is buried somewhere in the Treasury. The 

Chancellor has suppressed its publication. He has done so 

because he knows that its research and its conclusions remove 

the one justification for reducing the higher rates of tax. 

So I ask the Chancellor today - and I give him notice that I 

shall repeat the questions in the House of Commons on Tuesday 

- what are the arguments for tax cuts? Lower taxes are 

certainly not the best way of reducing unemployment in this 

country - and that reduction should be the principle aim of 

economic policy. The Treasury's own model confirms that new 

jobs are far more effectively and efficiently created by 

public investment. The Government's own National Economic 

Development Committee has described the state of the 

infrastructure of this country as delapidation and decay. We 

need to rebuild the old hospitals, replace the old schools, 

repair and extend our housing stock and improve our roads and 



railway systems. Those are necessary improvements - necessary 

to our economic progress as well as to social justice. 

Investing in them can both give a stimulation to the economy 

and reduce unemployment. And it will do it in a way which has 

the minimum adverse impact on our balance of payments. If 

there is money to spend in March, public investment should be 

the first priority. 

If there is money to spend there are other objectives which 

clearly transcend the need for a reduction in taxation. We 

need to spend more on training for unless we increase the 

skills of our working population the expansion which we seek 

will be held back. We need to encourage investment in 

manufacturing industry. Net  manufacturing domestic fixed 

capital formation was negative in every year between 1981 and 

the last recorded date. Total manufacturing investment is now 

17% below its 1979 level. Yet we lag behind other industrial 

countries in the incentives we provide, both through tax 

concessions and subsidised interest rates for high priority 

investment proposals. We need to use the tax system 

positively to encourage employment. That is why the Labour 

Party is now examining schemes through which the employers 

National Insurance Contribution can be used to encourage 

employment of extra workers in special industries and areas of 

particular need. We believe that all these proposals have a 

higher priority than cuts in income tax. So does the general 

public. All the evidence confirms that, when offered a choice 



between tax cuts and improved public services, the vast 

majority of voters prefer to improve services. The 

Chancellor is insisting on the opposite - deeply to the 

detriment of the economy. 

I therefore wish to make clear where the Labour Party stands 

on the Chancellor's tax proposals. 

First, the 5% of highest individual earners in this country, 

who are the only beneficiaries from the Government's promises 

of generalised tax cuts, must make their proper contribution 

to the revenue. The £3.6 bn annual tax cut which they have 

enjoyed must be recouped and must be used directly to finance 

the essential increase in pensions, improvement in child 

benefit and further help to the long term unemployed. 

Second, the overall level of taxes, with the exception I have 

just described, ought to remain at about its present level. 

Though I do not rule out changes of structure within the 

overall total. I do, for example, hope to introduce a reduced 

rate band which would give some benefit to the lowest earners. 

Third, when the Chancellor cuts the standard rate, as he 

undoubtedly will, the Labour Party will vote against it in the 

House of Commons. What is more, we will reverse that decision 

when we are elected and return to approximately the present 

level of taxation. 



I know very well that there are risk3 in telling the 

electorate that the proposed tax cuts are wrong and that we 

will reverse them. I know in particular that the forecast 

that the Tory Party, if returned to power, would be forced to 

compensate for those reductions by reversing them and by 

massive public expenditure cuts, will be denied by the 

Government. I know too that my insistence that the 

continuation and encouragement of the consumer boom will lead 

to certain crisis, will be rejected by the Chancellor and by 

those newspapers who see themselves as vehicles of 

Conservative policy and propaganda. I ask the sceptics to 

consider two facts from the record. 

First, before the General Election of 1979, the Labour Party 

said that if the Conservative Party came to power it would  

make massive increases in VAT. The Conservative Party denied  

that they had any such intention. Indeed the Daily Mail  

published the accusation on its front page as one of 'Labour's  

Lies'. Immediately after its election the Conservative  

Government doubled VAT to 15%. On the evidence the  

Conservative Party does not tell the truth about taxation  

before general elections. I quote from the Chancellor who  

doubled VAT. We have absolutely no intention of doubling  

VAT". 

Second, some of you are, perhaps, thinking of the experience 
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of Walter Mondale when he stood as Presidential candidate in 

the United States. He predicted about the American economy 

what I predict today about Britain - and he lost. I do not 

know whether his defeat was the result of that predication or 

the result of other factors. I do however know that what he 

said was true. The fourth quarter of 1984, the current 

account deficit of the United States' balance of payments was 

$30,117 bn. Two years later it was £34,713 bn. In 1984 the 

value of the dollar measured on an effective exchange rate 

basis with a base rate of 100 in 1980 was 152.2. Two years 

later it was 118.9. The budget deficit_ rose from $185.3 bn in 

the fiscal year 1984 to $220.7 bn in 1986. The result is a 

budget which includes massive cuts in public expenditure 

including welfare and medical services and an equally massive 

increase in business taxation. 

What we face in the United Kingdom is the situation which 

Walter Mondale predicated for America before the last 

Presidential election. If, as was the case in America, the 

administration were to be re-elected, the result would be 

exactly what has happened in the United States. I do 

not believe that the British people will fall for the same 

confidence trick and therefore I paraphrase Walter Mondale's 

message to the Democratic Convention. 

The Government's present economic policy is based on  

encouraging massive consumer debt and deepening our balance of  
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trade deficit in the pursuit of electoral advantage. It must  

result either in savage cuts or desperate crisis. If the  

dangers of a balance of trade crisis are deepened by tax cuts, 

whichever Government is elected next polling day will reverse  

these tax cuts. The difference is between the Labour Party, 

which is honest about it, and the Conservative Party, which is  

not. But then, on taxation, they never are. 
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,cribed as looking like telephone numbers. To justify tax 
.:s as a way of making the rich pay more is greed dressed 

to look like benevolence. 
If the Chancellor disputes that judgment—I have no 

:oubt that he will— 

The Chancellor of the Exchequer (Mr. Nigel Lawson): 
shall certainly dispute it. 

Mr. Hattersley : The right hon. Gentleman has said that 
e will certainly dispute it, so I offer him the chance to 
-rove me wrong. He has in his possession the Brown 
'Iva on tax rates and their incentive effect. He has 
suppressed that report because it is not convenient to his 
case and it proves him wrong. 

Mr. Lawson: I advise the right hon. Gentleman that 
at document, which originates from a commission 

:aring the period of office of the Labour Government and 
*hich he alleges that I have suppressed, has been in the 
Library of the House of Commons for over a month. 

Mr. Hattersley: The right hon. Gentleman knows that 
• 

 
is not in its full and complete form and that in its full 
id complete form it will prove me right and him wrong. 

Mr. Lawson: What is wrong with that? 

Mr. Hattersley : What is wrong with it not being in its 
'all and complete form is that, in its full form, it proves 
ie right and him wrong. [HON. MEMBERS: "Withdraw."] 

The Government do not have to act on unemployment 
-ecause it is now beginning a genuine decline. The excuse 
riven is that the Government have created jobs at such a 
,ate that no change of policy is necessary. However, the 
nith is that we have lost a million jobs in this country since 
:he Tory Government were elected. Recent claims about 
reductions in the number of people unemployed are largely 
:he result of increases in the so-called schemes and 
measures. 

There are 46,000 young people on youth training 
schemes and 55,000 people on unemployed schemes. None 
31-  those people is doing the real job that the Prime 
Minister promised in 1979. Few of them are doing real 
:raining to improve the skills of our work force which are 
desperately needed. Some of them, as illustrated last 
Thursday on the "This Week" programme on television 
that examined youth training schemes that were 
nominated for such examination by the Government, are 
carrying out tasks that are so inappropriate to modern 
:ndustrial needs that they humiliate the participants and 
shame the Government who descend to such deceit to 
reduce the unemployment position. 

Mr. James Couchman (Gillingham): rose-- 

Mr. Hattersley : We no longer have a thread of coherent 
and consistent policy from the Government. Instead we 
have cosmetics. We do not have a constant thread of 
Industrial or fiscal policy from the Government. We have 
cosmetics. That is why, after seven years of boasting about 
public expenditure cuts — admittedly calculating the 
numbers in different ways according to the Chancellor's 
convenience—we now have a year of public expenditure 
Increases. 

I should like to ask the Chancellor another question, 
still vainly believing that he might attempt some sensible 
answers. If the public expenditure increases are right this 
year, why were they wrong last year and why will they be 
wrong again next year? What is so special about this year  

apart from the fact that there will be a general election? 
That is why we shall have tax cuts, which are socially and 
economically wrong and unsustainable. 

I must advise the Chancellor of something that he 
already knows: whichever party wins the general election, 
the tax cuts that he makes in this Budget will be reversed. 
I make it absolutely clear that we shall vote against tax cuts 
and that when we are elected, we shall restore the level of 
taxation to approximately what it is now. 

Mr. Forman (Carshalton and Wallington) rose 

Mr. Hattersley : That is the truth about both parties. 
However, as well as restoring tax cuts, the Tory party 

will make deep cuts in public expenditure. It is planning 
them now. The White Paper that was published two weeks 
ago reveals that the Government plan to cut public 
expenditure on the capital account. The difference between 
the parties on tax cuts and what follows is the Labour 
party's willingness to face the facts and the Conservative 
party's refusal to tell the truth. 

Mr. Forman rose— 

Mr. Hattersley : The real Tory slogan for the next 
election is, "Vote now, pay later". We know how the 
Chancellor will react to this sudden exposure to the truth. 
In a moment there will be long passages of bogus statistics, 
rather like those that I quoted at the beginning of my 
speech. [Laughter.] There will be passages of ritual abuse 
and the insistence that everything is for the best in the best 
of all free enterprise worlds. The Chancellor will ask the 
people to believe him when he says that if he cuts taxes, 
he will not increase them again. Every Conservative 
Government in the recent past have been prepared to 
deceive the people over taxation. 

The Government came to power in 1979 committed to 
cutting overall taxes and they repeated that promise four 
years later. Our total annual tax bill is now £29 billion 
higher than it was on the day when the Labour party left 
office. In 1955, a Conservative Government, who were in 
much the same position as the present Government, cut 
taxes within a few weeks of a general election and 
reimposed them a few weeks afteer the election. 

If the House wants a more up-to-date example I shall 
gladly give it one. During the general election campaign 
in 1979 Labour Members warned that, once elected, the 
Conservative Government would double VAT. "Double 
VAT" was exactly the phrase that I used at a press 
conference at Transport house. The present Foreign 
Secretary could not have been more explicit in his denial. 
At Conservative Central Office on 21 April 1979 he said: 

"We have absolutely no intention of doubling VAT." 

The Daily Mail, which tomorrow will undoutedly dismiss 
any chants of crisis, listed the allegation that the Tory 
party would double VAT as a Labour lie. Within three 
weeks of the election, VAT was increased from 8 per cent. 
to 15 per cent. [ Interruption.] 

The truth is that the Tory party has never been trusted 
over its taxation proposals when a general election has 
been in the air. Conservatives cheated the country in 1979 
and I have no doubt that given the chance they will do so 
again. Fortunately, that chance will be denied them. 

5.42 pm 

The Chancellor of the Exchequer (Mr. Nigel Lawson): 
I beg to move, to leave out from "House" to the end of the 
Question and to add instead thereof: 

401 
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Mr. Gould: We shall do it as soon as the Chief Secr 
and the Prime Minister give us a general election. 
that we shall begin to remedy the deficiencies in 
Government's record. They have allowed public spen 
to be cut and cut again so that there is now a lac 
investment in the training of our people and, as was made 
clear in the debate, in the research and development 
needed for our industrial future. We have committed 
ourselves, and do so again today, to increase public 
spending in the interests of the infrastructure required by 
a modern industrial economy. [Interruption] Despite the 
barrage from the Government Benches let me make it clear 
that we are not alone in saying that. The Labour party 
does not stand alone or make a unique claim on the virtues 
and benefits of public spending. Our claim is supported by 
a range of independent bodies, many of which are often 
close to the ear of the Government. Let me also make it 
clear that the level of public spending that we are talking 
about is in no sense excessive by international standards, 
and certainly not excessive by comparison with countries 
rather more successful than ours. It is certainly above the 
level thought to be appropriate in successful economies 
such as in West Germany and Canada. 

Mr. Keith Raffan (Delyn): Will the hon. Gentleman 
give way? 

Mr. Gould: My record on giving way is good. 

Mr. Kaffan: It is deplorable. 

Mr. Gould: I shall not give way to the sort of rabble in 
the Conservative party who are making a noise. 

We are talking about a level of public spending that 
would take us to the European average. At present we are 
below that European average. Our level of public spending 
is a little higher than that of Japan and the United States. 
However, I wonder whether the Conservative party would 
wish to align itself with either of those two examples. 
Japan is a rather special case, after all. The Japanese spend 
less than 1 per cent. of their national income on defence. 
Or does the Conservative party wish to align itself with the 
example of the Unitcd States? They certainly have a lower 
proportion of public spending than us, but is the long-term 
objective of the Conservative party to aim for American 
levels of public spending? Is it prepared to pay the cost, in 
terms of social divisiveness and bitterness, that comes from 
that level of public spending? 

The Labour party would spend that public money on 
such things as the training that is now desperately needed, 
on the research and development that the House of Lords 
Select Committee made clear was desperately needed. We 
would spend it on the infrastructure which even the CBI 
now demands that we should make. 

Mr. John Maples (Lewisham, West): Will the hon. 
Gentleman clarify something about which we are in some 
doubt? He said that Labour would spend more money on 
training. The hon. Member for Kingston upon Hull, East 
(Mr. Prescott) made a commitment of a £6 billion training 
levy on industry. Does the hon. Gentleman agree with 
that, and what does he think will be its effects on industrial 
policy? 

Mr. Gould: I am sorry to say that the hon. Gentleman 
has taken a leaf out of the conjuror's book so often used 
by the Chief Secretary. I invite the Chief Secretary now to 
concede that he wrote to me on that point. [Interruption.] 
Let me answer one question at a time. The Chief Secretary 

a mixture of public money and a levy from industry and 
that we have yet to decide what the level of those 
contributions should be. That is a perfectly proper 
position for a prty in Opposition to take. 

It is not surprising that in this debate, allegedly about 
public spending, so much attention is being paid in the 
House and outside to the public sector borrowing 
requirement figures, because it is quite clear that that is 
thought to be the bull point that the Chancellor will make 
in his Budget preparations. 

Let us be perfectly clear that that leeway of increased 
and additional revenues that the Chancellor now enjoys is 
not the reward of economic success. It is the fruits of 
profligacy. That is almost entirely a representation and 
reflection of increased VAT revenues on increased 
consumer spending, fueled by record family debt which 
produces a rapid deterioration in our balance of trade 
because it sucks in such huge quantities of imported 
manufactures. 

Let us also be clear that, to the extent that these 
increased revenues are available on A sustainable basis—
that remains a wide open question — they are also 
revenues available to the incoming Labour Government. 
We would make those revenues available for our 
investment programme. We would not make them 
available for the irresponsible and profligate spending 
boom which the Chancellor hopes will sweep him to a 
general election victory. 

Mr. Nicholls: How does what the hon. Gentleman has 
just said square with the Fabian tract that he wrote in 1983 
in which he called for more money to be left in the coffers 
of the people to ensure that they could buy the country 
back to full employment? 

	

etary 	wrote to me on that point and he asked me that question. 

	

After 	I refer him to a passage in Hansard, in which my right hon. 

	

the 	Friend the Member for Birmingham, Sparkbrook (Mr. 

	

ding 	Hattersley) made it perfectly clear that we are committed 

	

k of 	to a substantial training programme, to financing it from r- 

Mr. Gould: The hon. Gentleman is absolutely right and 
takes the answer out of my mouth. That was 1983. We are 
now four years on. Incidentally, I hope that fisticuffs are 
not about to break out among Conservative Members. 

In 1983 we were still enjoying a surplus in our 
manufactured trade. We now have a deficit which the 
Treasury forecasts will rise to £7.5 billion this year. If that 
deficit were produced in British factories, it would account 
for three quarters of a million jobs. That is the extent of 
the deterioration. That is why we now need to invest. That 
is why we know that leaving things to the Tory private 
market simply will not work. That theory has been tested 
to destruction over the past four years. We now know that, 
if investment is to be made, it must be made by the public 
sector. 

I return to the Chancellor's much touted surplus 
available revenue. That surplus cannot be sustained 
because the consumer boom and the balance of payments, 
in all its precarious position, simply cannot be sustained. 
If those revenues melt away it is perfectly clear that if tax 
cuts are made in the Budget, they will have to be reversed 
after the election. 

Here is a rare opportunity for the Chief Secretary or the 
Chancellor to answer a question that matters to the people 
of this country. We know, from the experience of 1979, 
that a Tory Government who offer cuts in direct income 
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tax on the one hand are perfectly prepared, despite the 
most solemn assurances given before an election, to double 
the rate of VAT after that election. In the past week there 
have again been reports that that is part of the hidden 
agenda that the Tories would follow if they were to win the 
next election. Part of that hidden agenda is a pay-as-you-
go economy where everyone pays or stays away. Part of 
that agenda is for switching the burden from income tax, 
by which the rich will benefit so much, to indirect tax, 
where those who pay little or no income tax will have to 
shoulder the major burden. 

It was significant that the Prime Minister, when 
confronted with those reports and asked to deny them, 
said simply that she had no knowledge of such plans. That 
is a formula that she uses when, for her own purposes, she 
wants to suggest that the Government are nothing to do 
with her. I wish to hear from the lips of the Chief Secretary 
or of the Chancellor a categorical denial that any such 
plans are being worked on in the Treasury now. Here is 
an opportunity. Let us hear that. 

Mr. MacGregor: I will give the hon. Gentleman a much 
clearer answer than was given in the letter that he 
mentioned =her. On 12 February my right hon. Friend 
the Chancellor in his letter to the right hon. Member for 
Birmingham, Sparkbrook (Mr. Hattersley) made the facts 
clear about what the hon. Gentleman described as stories 
going around. The Chancellor said: 

"Needless to say. I can confirm that these are not the 
Government's tax proposals". 

Mr. Gould: That was a very ingenious attempt. It was 
not however an answer to my question. My question is, 
will the Chief Secretary deny that there is no work going 
on in the Treasury on proposals to switch the burden from 
income tax to indirect tax after the next general election? 
I invite a rather better answer than was given. If he cannot 
give us that categorical denial — with all the sharp 
recollection of our experience in 1979—we shall know 
what to expect after the next general election. We know 
what the people would have to expect after the next 
general election, if the Tories were to win. We know that 
the tax cuts, whatever they may be in the Budget, will be 
taken away in the most damaging possible way, in a way 
that will be damaging to their family budgets, to the 
inflation rate, to employment and to the economy. 

The debate gives us a clear opportunity to put before 
the British people the sort of choice which they will face 
at the general election. On the one hand the Government 
are committed to reining back the public sector on 
ideological grounds. The public sector alone, as we have 
demonstrated over recent years, can now make the 
investment that we need. At the same time the 
Government are committed to fuelling, for electoral 
reasons, a consumer boom that simply intensifies the 
damage that we have suffered from that lack of 
investment. On the other hand, we have a Labour party 
committed to using that public money not in irresponOle 
tax cuts but in investment in our economic future—an 
investment which, if it is not made, will leave us unable to 
compete and condemn us to a future as a Third world 
country. I have no doubt that the British people, who are 
often a little more clever than some Conservative Members 
assume, will make the right choice and that we shall have 
a Labour Government after the next general election.  

5.40 pm 

Mr. Terence Higgins (Worthing): The hon. Member for 
Dagenham (Mr. Gould) referred to conjuring tricks, the 
essential element of which is that the way in which they are 
done remains a mystery. After his speech, there should be 
no doubt that there is a considerable air of mystery as to 
how a Labour Government would ever finance the 
spending plans that we' believe that they have in mind, 
although the hon. Gentleman did not give us any 
quantitive analysis of them. I thank my right hon. Friend 
the Chief Secretary for his remarks about the report of the 
Select Committee on the Treasury and Civil Service. 
General macro-economic analysis is concentrated much 
more in the debates on the autumn statement and the 
Budget. Therefore, it seemed appropriate to the 
Committee that our report on this occasion should deal in 
rather specific terms with the White Paper, although, as 
always, no doubt the debate will range widc. 

I shall pick up one or two of the points made by my 
right hon. Friend. It is true that the White Paper has grown 
enormously from 81 pages in 1969 to 451 pages in the one 
that we are debating this evening. That reflects the 
significant change in the way in which the House deals 
with these matters. In turn, that reflects the change in our 
financial procedures, because Select Committees as a 
whole have an opportunity to look into public expenditure 
in some depth and debate them in the course of the 
Estimates days that are available. That being so, the White 
Paper provides a good framework within which the 
Estimates themselves can be considered. 

In that context, 1 am sure that my right hon. Friend the 
Chief Secretary will agree that there is some similarity of 
interest between the Select Committees and the Treasury 
to the extent that the Select Committees and the House are 
allowed only to reduce public expenditure and not to 
increase it. At all events, it is important that we should 
look carefully at the way in which the White Paper has 
changed. In particular, on the question of the value of 
money and what we get in exchange for that expenditure, 
my right hon. Friend pointed out that we deal now not 
only with what is being planned to be spent but what we 
are to get for it. Individual Select Committees monitoring 
the particular Department with which they are concerned 
will he able to use this as a reasonable basis. 

The way in which the performance indicators have been 
set out in the White Paper is a great improvement. 
However, I hope that my right hon. Friend will give careful 
consideration, when he replies formally to the report, to 
our suggestion about the changes in the debate on the 
White Paper. At the moment, there is not much time in the 
parliamentary timetable for the matters to be examined in 
detail. It seems a great deal more important that we should 
have an input from the House in June or July about the 
future pattern of public expenditure, rather than debating 
it at this stage, when effectively we are carrying out a post 
mortem. I hope that my right hon. Friends the Chief 
Secretary and the Chancellor will carefully consider that 
point. 

The hon. Member for Dagenham spoke about 
monitoring public expenditure, on which there has been a 
significant change, because the principle now adopted is 
that it should be a declining share of gross domestic 
product—a rather ghastly ratio of general Government 
expenditure to gross domestic product; jargon expressed 
by "GDE/GDP". None the less, the table on page 37 
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FROM: A G TYRIE 
DATE: 11 MARCH 1987 

CHANCELLOR cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 
Mr Hudson 
Mr Pickering 

LABOUR'S PRE-BUDGET STATEMENT 

I attach a copy of this. 

2. 	On a quick read some points are: 

(i) 	£6 billion is going to be spread pretty thinly. The document 

includes references to more money for: 

research and development; 

- reversal of university cuts 

reductions in NICs 

300,000 new training places and improvement of existing 

schemes 

educational maintenance allowance 

- more for housing 

new coal fired power stations 

reductions in sulphur dioxide admissions 

- renewal of the sewerage and water systems 

road repair 

- 65,000 home helps 

- education for the under 5's 

- more teachers and ancillary staff in schools 

- more Customs and Inland Revenue officials 

- more for drug abuse 

more staff for British Rail 

- job release for 165,000 

- energy conservation 

industrial/regional support 

- shorter working week (in the Joe Richardson press release.) 



110 As in "The Time Has Come" references fall short of explicit 
pledges, but we can take these as clear indications that they 

are not resiling on the earlier pledges made by spending 

colleagues. We may be able to 'recost' their jobs package at 

a much higher figure. 

Local authorities have been put back under wraps. Local 

authorities first appear under the heading "Encouraging Economic 

Enterprise" (pages 10-11). The idea that Labour local authorities 

should act as co-ordinators of local enterprise is risible. 

Manchester City Council is cited as a paragon (page 18). 

The employment numbers don't add up. With 160,000 added 

in for the job release scheme even Labour claim this package 

would only take 1.1 million off the register. The document admits 

that 1.2 million jobs would be required to reduce the register 

by a million in two years (page 7). A month ago on 'Weekend 

World' Mr Prescott asserted that 1.5 million jobs would be 

required to reduce the register by 1 million. Mr Prescott was 

perhaps understandably absent from the launch of this document. 

Their support for training sits uneasily with the attacks 

they have made on our training schemes, which they describe 

as "skivvy schemes". 

There's virtually no economic analysis. There's a vague 

reference to keeping interest rates down (page 10) which 

contradicts Labour's commitment to higher borrowing. The document 

says Labour are determined to "maintain a competitive exchange 

rate" (page 10). What does that mean? There is scarcely a mention 

of taxation in the whole document. Nor is there any mention 

of the money supply. In an interview in the World at One Mr Gould 

said that the package would have a negligible effect on inflation. 

He defined negligible as 'a matter of 1% or 2%'. 

For an alternative budget statement there is scant analysis 

of the problems which the "Budget" is purporting to address. 

If it were not for a few ritual references to the problems of 



III the manufacturing sector it would be hard to find the much vaunted 

"crisis" which Labour spokesmen claim is round the corner. 

4...cf: . 

A G TYRIE 
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FROM: A G TYRIE 

411 	 DATE: 12 MARCH 1987 

CHANCELLOR 

A 

cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 
Mr Pickering 
Mr Hudson 

'ALLIANCE' BUDGET 

You asked for a note of points to make on the Alliance alternative 

budget. I have arranged for these, with any alterations you 

may have, to be included in a briefing note on the "Alliance", 

to be sent out from Central Office tomorrow. 

Higher taxation. The Alliance would increase public spending 

by £4.9 billion and the PSBR by £2.1 billion in the first year. 

They would have to fill this gap with higher taxation. Their 

claim that they could implement their measures "without increasing 

the overall tax burden" is therefore untrue. The Liberals and 

the SDP, like the Labour Party, are parties of high taxation. 

Contradictory forecasts. The document forecasts a weakening 

exchange rate and lower inflation, both higher borrowing and 

lower interest rates. 

The forecasts are implausible and naive. They forecast a 4.2% 

surge in growth in the first year, they "believe that entry 

to EMS would enable interest rates to come down by at least 

2%". Their hopelessly optimistic assumption on growth must rest 

on the hope that "the Alliance incomes policy" could work wonders. 

In the past wages policies have collapsed under inflationary 

pressure and in industrial strife. This one would be no 

different. 

Crisis around the corner. The parties of the Alliance have 

tried to massage the results obtained from the Treasury model. 

The small print beneath the table admits that simulations were 

carried out; "structural adjustments to reflect Alliance 

policies". 



• 
Despite these attempts at manipulation their own forecasts 

show a balance of payments deficit running at £3 billion a year 

and growing, whereas they forecast a deficit of only El billion 

under Conservative policies. It is clear that under "Alliance" 

policies a balance of payments crisis would be just round the 

corner. This rests uneasily with the "Alliance's" claim to be 

"boosting exports". 

Admission of Conservative success. The "Alliance" budget 

is framed in the hope that it would bring unemployment down 

but their own table shows unemployment falling steadily under 

existing policies in the coming three years. 

The tax/benefit mess. With the publication of each policy 

document the "Alliance" proposals become less precise. Reforming 

zeal has disappeared altogether. The cummitment that "basic 

benefit will be withdrawn as income rises" would mean 100% 

marginal rates of tax and exacerbate the poverty trap. 

Factual inaccuracies. The Alliance document is littered 

with inaccuracies. For example: 

The "Alliance" claim the cost of abolishing stamp duty 

on residential property is £400 million. It would cost 

E700 million. 

The "Alliance" claim that MO has frequently overshot 

its target. MO has never overshot its target. 

The "Alliance" claim that output is stagnant in the North 

and the West Midlands. Given the 3.5% growth in 

manufacturing since the beginning of 1986, much of it 

concentrated in the regions, this is implausible. Nor 

is it borne out by the Association of the British Chamber 

of Commerce's survey published in February 1987. 



• Conclusion 

8. Labour mark 2. In many cases the "Alliance" have taken 

Labour policies and hope that by watering them down they enhance 

their credibility. For example: 

- Labour claim they would increase spending by £10 billion, 

the Alliance by £4.9 billion 

- Labour claim that we increased the PSBR by £6 billion, 

the Alliance by £2.1 billion 

- Labour claim they would reduce unemployment by 1 million 

in two years, the Alliance by 1 million in three years 

- Labour would have a statutory minimum wage, the Alliance 

a basic benefit. 

9. The regional employment measures, the proposals for 

industrial intervention and the dependence on a statutory incomes 

policy are the failed policies of the 1960s and of the Lib/Lab 

pact. 

A G TYRIE 
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FROM: NIGEL FRAY 

DATE: 	13 March 1987 

MR TYRIE 

LABOUR'S PRE—BUDGET STATEMENT 

The Chancellor was grateful for your minute of 11 March the 

contents of which, he has noted. 
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FROM: A G TYRIE 
DATE: 13 MARCH 1987 

CHANCELLOR cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 
Mr Culpin 
Mr Hudson 

TONY BLAIR RELEASE 

The attached release gives us an idea of the kind of line we 

can expect from Labour: very predictable. 

2. 	Definitely not worth getting anyone to react to. 

iJ 
(1, A G TYRIE 



K ( 
HOUSE OF COMMONS 

LONDON SW1A OAA 

PRESS RELEASE: EMBARGOED UNTIL 23.00 HRS SUNDAY 15th MARCH 1987 

FROM : TONY BLAIR M.P. , LABOUR TREASURY SPOKESMAN 
>7. 	 V.VVITIAVVVIIIPSEMAITarIMINNIENEMPIMIP 

5 BILLION ONE-OFF WINDFALL WILL FUND BUDGET BRIBE 

A £5 billion one-off windfall in extra revenue to the Exchequer will largely 
fund Tuesday's giveaway budget, claimed Tony Blair M.P., Labour's Treasury 
spokesman. 

The extra £5 billion comes from a mixture of "extra taxes, creative accounting 
and consumer spending on imports." 

Mr Blair said almost. all of the 	5 billion was either unsustainable in the 
long-term or the product of factors actually damaging to the economy. That is 
why any available money should be used for long term investment not short term 
consumption. 

He said the £ 5 billion bonanza came on top of over £8 billion of extra 
revenue from asset sales which the Government has already budgeted for. More 
than £ 3 billion of asset sales has come from the sale of land and buildings 
concealed in the Government accounts as a deduction from expenditure. 

Mr Blair said today: 

"On Tuesday we will be subject to a unique form of political 
corruption: we will be bribed with our own money." 

"The Government knows perfectly well this is a one-off for the 
Election - beware the Bribes of March." 

For further info: Tony Blair MP 	(0429) 882202 (Constituency) 
(01) 359 1980 

ends. 



- Background Note - from Tony Blair M.P.  

CHANCELLOR'S EXTRA BILLIONS  

EXTRA TAX REVENUES: 

Income Tax 	 £ 1,000 m. 

VAT & expenditure taxes 	£ 1,500 m. 

Corporation Tax 	 £ 1,500 m. 

Miscellaneous 	 £ 1,000 m. 

TOTAL 	 £ 5,000 m. 

NOTES 

The above figures have been prepared from a range of independent city' 
estimates. 

Income Tax: Most of the income tax is the result of higher than expected 
wage settlements which are expected to slow down next year. 

A large proportion of the extra C.T. is a result of the ending of capital 
allowances which results in a statistical quirk for 1986/87. This may be 
repeated in 1987/88 but not thereafter. It is also reflects a fall in capital 
investment in manufacturing that fell in the last six months of 1986. 

VAT is the result of the consumer boom which will be hit next year by 
rising inflation and high consumer debt/income ratio; and in any event has 
highly adverse consequences for the balance of payments. 

The miscellaneous item consists mainly of stamp duty which is largely a 
reflection of Stock Exchange turnover after Big Bang together with house pric( 
inflation. 
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FROM: A G TYRIE 
DATE: 13 MARCH 1987 

L‘eY 

Pirf  

Y111°.-1  cc Chancellor 
Financial Secretary 
Rconomic Secretary 
Minister of State 
Mr Cropper 
Mr Ross Goobey 

LABOUR RECOSTING 

I attach the recosting of Labour's policies, together with 

worksheets. Andrew Turnbull and his crew have done some sterling 

work. Nevertheless, we are still awaiting imergy donservation 

and the "jobs" pledges which are being recosted in the light 

of Labour's latest jobs package. Errors may still be lurking 

and divisions will want to check the numbers and tables early 

next week. 

2. 	You may want to be aware of the following points: 

A List  

Housing new build (7) has been reduced to take account of the 

reduced numbers proposed in the new jobs package. 

Roads (9) has been kept in, but with an arbitrary assumption 

about increased expenditure. 

Public service employment (10) increases to take account of 

the jobs package. It is net of items 16 and 17. 

Education throughout Life (19) falls because Labour's pledge 

to make awards to part-time students mandatory is apparently 

already being fulfilled on a discretionary basis. It is unlikely 

that more would be spent. 

-v-AZ 	Pensions (23). This is a massive increase based on a new pledge 

Nr' n  made at the last Party Conference and on assumptions suggested 
by Mr Major, agreed with officials at DHSS and at the Treasury. 



CONFIDENTIAL 

MaLerniLy grant (31) drops by £50 million with a new pledge. 

The new items are: 

energy (3) 

new jobs schemes (11-13) 

- Christmas bonus (27) 

winter premium (28) 

NHS General (32) 

alcohol abuse (34) 

- Scottish devolution (36) 

Taken from the Meacher add-on and 

confirmed at the 1986 Conference 

crime prevention grants (38) 

B List  

3. This is the old Meacher table, less Christmas bonus and 

Winter Premium (moved to the A list), and the Drugs Bill, a 

minus item. DHSS doubt that there is much more to be saved on 

the Drugs Bill. 

C List  

4. 	We would like to see the back of these. The pledges are 
weak in all cases. The pledge on Arts was firmly made by Buchan, 

but he has been sacked, ostenstibly for wanting broadcasting 

to be included as part of a new Ministry he would head up, but 

probably because he stuck to his "double funding" pledge. He 

is a casualty of the costings. 

D List  

Regional Employment Subsidy had a very weak pledge. We 

can place it in the "superseded" category by claiming that 

Labour's new recent pledge to use differential NICs as a form 

of regional policy replaces it. 

Wage subsidy was part of Labour's jobs package last year 

and has been dropped. It would be open to us to make a noise 

about this but Labour would point to other parts of their revamped 



, 	• 
CONFIDENTIAL 

jobs package and I see little mileage in it. 

7. 	Health capital is subsumed in the 3% NHS pledge. 

Two further possible candidates for the D List are Minimum 

Wage (39) and Roads (9). Could we discuss these? You may also 

want to look at the pledges originally identified in 

"Reconstruction of Britain" dating back to 1981, items 5, 6,_ 

.72 1-7_41. In all cases they have been backed up by further 

recent statements, but we are still somewhat dependent on 

\I "Reconstruction of Britain" for the detail. 

Presentation  

Apart from the usual lines of attack provided by the costings 

exercise this recosting offers a few others. First, by setting 

it out in this way, we can show how Labour are grossly 

underestimating the cost even of their £6 billion jobs programme. 

Items 2-13 are all mentioned in Labour's new jobs document and 

will add up to well over £8 billion. Labour's £6 billion contains 

NICs which do not score against public spending so they would 

have only a little more than £5 billion to pay for 2-13. 

Secondly, it can be shown that costing Meacher was not 

an idle exercise. In a matter of months two of the items were 

confirmed by a Party Conference of which one (winter premium) 

was also confirmed in a Commons Debate this year. 

Thirdly, there is the general point that the cost of Labour's 

spending plans has increased 50% in only twelve months. 

The main target of attack by Labour is bound to be the Pensions  

pledge (item 23). The source for this pledge is cast iron and 

the assumptions reasonable. Nevertheless, Labour will claim 

that their pensions pledge is no longer their Conference motion 

but the much more reasonable £1.65 billion pledge from their 

poverty package. The pensions pledge has been the convenient 

veil behind which we have quietly done away with some of the 

awkward items now in the C & D lists. 'VA:- 	1.ef 	rru-+- 
1 AA41.....,t, tt“ 1 	& ps-;-•-k 

‘%.-- 	thAl ‘-"A"-bm  ki-11-44"1"1 e4"—elt"Al 11-441"" 

• 



CONFIDENTIAL 

Timing  

Assuming that we obtain the missing numbers you should 

be able to issue a new total in Wednesday's debate. 

I have already warned that Labour are planning to produce 

new documents on the 24 and 26 March which could prove awkward. 

But we are firing at a moving target and even if we left it 

a month I do not think we would necessarily get a better snapshot 

of Labour's policies. 

A G TYRIE 
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Employment and investment  

%G 
LIST A FIRM COMMITMENTS  

£m 
March 1987 

620 

50 

680 

270 

230 

2700 

310 

370 

170 

100 

280 

490 

400 

1810 

730 

500 

 

 

 

Industrial support 

National investment Bank 

Energy Conservation 

590 

50 

170 
/4. Energy - power stations/acid rain 

7( 5. Sewerage 260 
X 6. Railways 220 
Y 7. Housing new build 3130 

)( 8. Housing rehabilitation 250 
)e 9. Roads 730 

10. Public service employment 
(net of 	16, 	17 & 32) 1000 

11. Training for adult unemployed 
990 

12. Training for young people 

13. Job Release Scheme 

Education 

)( 14. Schools : buildings 160 
15. Schools : books and equipment 90 
16. Extra teachers 230 
17. Education for under 5s 470 
18. Close private schools 360 
19. Education throughout life 1940 
20. Educational maintenance awards 730 
21. Student grants 470 

Social Security 
rt  

 Child Benefit 11450 1950 / 
 Pensions 1650 13850 
 Standing charges 550 
 Pensioners' TV licenses 320 330 
 Concessionary fares 50 50 
 Christmas bonus 120 
 Winter premium 180 
 Unemployment benefit (long term rate) 530 570 
 Death grant 100 110 
 Maternity grant 120 70 



4 
q 	Health  , , 
1 • 
,1 32. NHS general 	 - 	 400 

33. NHS health charges and private practice 	600 	 630 
34. Alcohol abuse 	 30 

Other 

    

Overseas aid 

Scottish devolution 

Councillors' remuneration 

Crime prevention grants 

Minimum wage 

TOTAL 

11460 

140 

1100 

 

1570 

10 

40 

10 

1500 

   

LIST B MEACHER'S EXTRA PLEDGES 

Child Benefit 	 1800 	 2650 

Supplementary benefit 	 5020 	 4400 

Drug abuse 	 20 	 10 

LIST C PLEDGES OF UNCERTAIN STATUS 

Early retirement 	 3000 	 3000 

35 hour week 	 3250 	 3660 

Urban programme 	 510 	 530 

Arts 	 110 	 180 

LIST D SUPERSEDED PLEDGES 

Regional employment subsidy 	 500 	 (460) 

Wage subsidy 	 1450 	 (1500) 

Health capital 	 160 

GRAND TOTAL 	 28240 

itt 4- 	k 
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lncrease industrial support bq 50 por cent. PROPOSAL 

• ' /8". 

Full annual cost assumed in First year. TIMESCALE 

IMPLICATIVNS FOR OTHER PROGRAMMES 

OVERLAPS 

None. 

None. • - • - 

COMMENTS 
•• 	• 

CONTACT PO7N1 
. 	• - 

None. 

J W Stevens 	JAE 2 	45/G 	4512 

f 

FOIL YVAR:0IHUR 	 Full Year.. 

"New Jobs for Britain"(March 1987) 
This will require direct investment in new plant and technolgq." 
John Smith in Tribune, 8 November 1985: 
"... the whole industrial support system and the various srhemes 
that used to support industry. Now quite clearly there has got to 
be an enormous expansion of tt...at 	Lno per centj at least and 
more 

Cnst is calculated by adding 50 per cent to the 1985-86 estimated 
nut-turn in the PE WP and then deducting the White Paper provision 
for 1987 An,. 

£620 million. 

1987-88 at White Paper prices. 0 

SOOPCF AMD DATE 

ID 

ASSUMPTIONS USED 

PRICE AND PROVISION BASIS 

0 

Or 



- 

A Natiorwl Investment Rank. PROPOSAL 

SOURCE AND DATE 

ASSUMPTIONS USED 

COST 

PRICE AND PROVISION BASIS 

0 

"New Jnbs for Britain"(March 1987) 
"We shall also ...establish new Institutions such as the British 
investment Bank to help provide the investment we need." 
"Investing in People"(rebruary 1987) 
"Labour wants to set up a British In4estment Bank to provide 
industry with long term loans so It :an invest in modern machinery." 
Also:Speech by Roy Hattersley 17/5/8.. Labour Party annnuncoment 
19/9/85 
Interview with Roy Hattersley (rinan.:ial limes 19/9/86) 
"Britain 	lacks an institutinn which ofrers substantial 
amounts of medium and long term credit - very often at 
preferential interest rates to special category customers." 

Assumed that E2 billion lent in year one with 4 percentage points 
subsidy on 60 per cent of loans. 

E2 billion x 4 per cent = fROm x 60 per cent 7-L.E8m in year nne. 
Rounded to f50 million. 

No provision presently exists for a NIB. 

FULL YEAR/OTHER 	 First Year 

TIMESCALE 

IMPLICATIONS FOR OTHER PROGRAMMES Establishment of NIB may reduce take up under Loan Guarantee 
Scheme and Business E)Tansion Scheme or may even render 
either or both of these schemes redundant. No allowance for 
either of these possibilities is made in the costing. 

0 

• 
OVERLAPS 
-------- 

COMMENTS Cost of NIB would build up in future years as loans fail to 
be repaid. Likely rate of default is inevitably speculative. 
At best, NIB would duplicate work of existing financial markets; 
at worst - and more likely - would expropriate taxpayers' or 
pensioners' money to divert into doubtful projects which 
would not pass normal commercial validity test. 

CONTACT PO[Nt 	 R Molan 	IAE 3 	99/G 	x4632 
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SOURCE AND DATE. #41,..,ir 	 "Labour is committed to meeting the EEC standards, and calls for a reduction 
of acid rain bq 30 per cent by 1993... In future we wilt develop coel and 

/40,244artgoda 
fievfm,“44.4.,..e. ft# ef.e._ 

ti b.2.,  coca - 
(-Me_ripArcgtp 41-04ions3 our()  

etv 	 er# 
hhntt GT,40,41  

4141e1  P1514,#er: ispeteeeliegi  

alternative energy sources, such as wind and wave power, instead of new nuclear 
power stations. And we will slowly phase out the existinc nuclear power stations 
while preserving jobs and energy supply. Radioactive discharges into the sea 
must stop, as must the present search for sites for low and intermediate level 
waste. Sea-dumping will not be resumed. We need a major scientific inquiry into 
waste disposal." 
NEC statement to 1966 Labour party conference - "rneree.rfrcl-tee-eeelamll-t- 

"e 	"4401'4#14/ 	cloy elnp men t blkaget 
I(eSiA1plif144Se 60‘011,041.711-S 

A much enhanced research and 
For the novel sources of energy," 

See "cost" below. 

DE)f EXPEND1TURE 	 E million 

Policy 	 Full year effect 

a. End fast reactor 	 -70 
research 

Ls . More research on 	 +60 
nuclear waste disposal 

c. More research on 	 +50 
renewables 

ELECTRICITY INDUSTRY CAPITAl EXPENDITURE 

Policy 	 Full year effect 

Er. Control poeer station 
omissions to reduce by 30 
I''-  cent by 1593: 

Remarks 

Programme currently 
financed partly by CU '• 

Doeble current level 

Remark,; 

Estimates net off this 
Oneernment's commitments. 
limetable difficult to 
achieve. 

0 

Oke 

4,11 

qh 

Sulphur dioxide 

Nitrogen oxide 

). 	dri re f Jecree+rer-t94,1—"" 
ear 

b. Storage not disposal of 811 	+100 	 Net/ oIrcost of building 
radioactive waste 	 disposal site now planned. 

• 
• i4 Replace nuclear power 	 +360 

stations with coat. 

TOTAL COST 	 "V:mr 11:erb,  

t 

Assumes nuclear stations 
are retired as quickly as 
consistent with construction 
of new coal capacity.. Alt 

'&4411" v6104' ' 1 	1,-.4 ettwb 10.4 Ze/ve5  , 

ert 
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PRICE AM) PROVISION BASIS 
	

19137 -1313 

FULL YEPR/OTHER 
	

Full year 

IIMESCALC 
	

Average capital 517, nd ( mr 1ert.r ci ti industrq) over period to 1992-93. 
y• • •,. • ..• • •• 	'• 

IMPLICATIONS FOR 01 OCR PROORAMMES 

OVERLAPS 

CVMMVA1S 	 Would have effect of Increasing ES' running costs and would imply increase in 
in electricity prices by about 5 per cent by 1991 and about 15 per cent by 2000. 

CONIACT "01N1 	 Mrs P Diggle 	PE 1 	29A/1 	4784 
-• 	_ • _ 	• . 	̂ 

AR) 



• 
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PROPOSAL 	 A partial replacement programme 2or the oldest parts of the sewerage -------- 	 system. 

"New Jobs for Britain"(March 1987) 
"Our programme sets out. policy for...substantially improving the 
nation's ... water and aC,A.4a9a systems." 

Also "Investing in People"(february 1987) 
"Labour is committed to the investment needed to ensure gond quatitu 
sewerage and water supply." 

Also "The Reconstruction of Britain" - IOC 1981 updated in "Public Investment 
In the Economy" - TUC 1984 and endorsed in "A new Partnership, a New 
Britain" (lUC/Labour party (August 1989) 
"Over 9 years a partial replacement programme could cost £1,000 
million." 

On the En_ effect; that none of the extra investment is found by 
Increased internal resources i.e. from higher profits or generally 
available grants. 

£1,326 million over five years or E265.3 million per annum on the VAL. 
Rounded to £210 mittion. 

Original figure was £1,000 millirn over 5 years (1901/B2 price level). 
Uprated to 1907-08 prices. 

Full Year. 

Assumed that expenditure is equal in all 9 years. ,No indication to 
assume otherwise, 

OD 
SOURCE AND DATE 

4, 

• 

1111 

ASSUMPTIONS USED _ 

  COST 

PRICE AND PROVISION BASIS 

0 
run YEAR/OTHER • 
IIMESCALE OVER MITCH EXPENDITURE ASSUMED 10 BUILD UP 

• 
1011_1(.617MS FOR OTHER PROORAMMES 	 TUC claims this programme would demand 5000 construction jobs. lo the 

	 40 

extent that these are filled by the currently unemptoyed, the sociat 
security programme should benefit. 	 OM 

OVERLAPS 	 None. • 
0 	C0MMENTS 	 The previous estimate of £250 million a year for the cost of this policy 

was based on the £1,000 mitlion uplifted by 25 per cent ( n Centrat 
	 • 

Office assumption) to current price levels. 

CONTACT rlfmr 	 C A Sftirp 	PE 	96/1 	x492.7 



PROPOSAL 	 Major investment in the railways, including futl main line 
electrification. 

SOURCE AND DATE 

ASSUMPHONS USED 

"New Jnbs for 8ritain"(March 1987) 
"Our programme sets out policy For...substantially improving 
the nation's rail netwnrks." 

"Investing in People"(February 1987) 
"Labnur is also determined to maintain and improve Britain's 
rail network, and will commit a major investment programme, 
including futl main line electrification." 

Also "fresh Directions"(March 1987) 
it 	Rail's investment plans will be boosted by an updated 

replacement programme for rolling stock, lornmotives, and 
track and signalling equipment." 

'The Recnnstruction of Britain' 1UC 1981. Endorsed in "A New 
Partnership, A New Britain"(TUCILabour August 1995). 
"The railways badly need to renew worn nut assets ... Adding 
up the average annual total. gives a five-gear tntal. 
of £360 million on renewing assets, £180 million on main 
Line electrification and £510 ml. lion on other service 
improvements." 

Additinnal cost would be added to EFL. Programme for 
electrification assumed to cover all main lines not already 
in programme. 

COST 
	

£870 million over 5 years = £17a million a year, uprai-a 
from 1.981-02 prices to 1907-011 rriaes. Cost £231 m IIn. 
rnunded to £230 million. Plus £0m for main line elertailication. 
lotal cost £290m. 

PRICE AND PROVISION PAS IS 	 1997-88. 

FULL YEAR/01HFR 	 Full Year. 

TEMESCALE 	 a/TOC specify that after authorisation, it would take 2 
years for most expenditure to take place and 6 gears for 
investment to peak. Figures appear to be averages over 5 
year period. 
b)No time scale for main line electrification specified. Dip 
estimate programme would take 20-30 years. 

IMPLICATIONS FOR OMER PROGRAMMES 

OVERLAPS 

COMMEMS Cost of main line electrification based on joint BRB-0Ip 
estimate of capital costs of various possible programmes for 
main line electrification in 1901. Largest option • 
resulting in 00 per cent of pasaanger and 70 per cent or 
freight traffic being hauled eleatrically - at a cost of up 
to £1,250m at 190Y-08 prices over 20-30 years (implies E40 
-60m a year). Mid-point of estimate taken. 

• 

010 

CONIACt POINT 	 S M A James 	PE 3 	85A/1 	x4906 
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125,000 new local authority house %tarts a gear. 

0 	SOURCE AND DAIL 

SOURCE AND DATE 

"New Jobs for Britain"(March 1987) 
"Total housebuilding is down under the Tories by over 100,000 
a year.. .The case for restoring the housrig programme to a 
level which earlier experience shows Is perfectly feasible—. 
is overwhelming." 

Also "Investing in People" (February 1987) 
"We need to improve existing homes and build new ones." 

'The Reconstruction of Britain', TUC 1901. Endorsed in "A 
New Partnership, A New Britain" (MU/Labour August 1985) 
"This Crebuitding programme] would take place over the next 0 
gears. it will involve building a million new council houses." 

ASSUMPTIOUS USED 

0 
COST 	 £2700 million s year (100,000 new starts at 127,00(1 each). 

Ita 

prorr AND PROVISION BASIS 	 Latest 1987-80 DOE estimate of average completion costs of local 
authorI ty 

FULL nelk/OTHEN 	 rull Year. 

• 
TIMESCALE 	 Full cost In first year. 

•••1.1.•.•.•..... 

IMPLICATIONS FOR OMER PROGRAMMES 
	

Nr,tionP1 proqi-Fmw!. No F,AHitinnill 	
'fr 

OVERLAPS 
	

0 

COMMENTS 

• 
CONTACT POIN1 	 M C RetersonI 14 2 	18/1 	.!i17/.,6 

i  

0 



"New Jobs for Britain"(March 1997) 
"The cane...for giving Local authlrities greater Freedom 
and resources to maintain their e4isting stock in proper 
condition is overwhelming." 
Also: "investing in People"(Februlry 1997) 
"There witt be a new programme of housebuilding improvement 
and repair." 
the Reconstruction of Britain', TUC 1901.(Endorned in 

"A New Partnership, A New Britain" (TUC/Labour August 1985). 
"This Trenovation programme.] woutd take place over the next 0 
years. It will involve ... renovating 200,000 empty and 
hard-to-let council houses." 

Assumed that there would be 25,000 renovations a year at f12,500 
each. Majority of renovations would he for hard-to-let houiiino. 

f310 million. 

1907-00 

4 

4D 	PROPOSAL. Housing rehabilitation. 

SOURCE AND DATE 

SOURCE AND DAM 

ASSUMPTIONS UST I) 

COST 

PRICE AND PROVISION BASIS 

• 
FULL YEAR/01HFR 	 Full Year. 

Full annual cost assumed in firnt year. 

IMPLICAIIONS TOR 131 HIP PROORAMMES 	 National estimate: no territorial implications. 
	 erti 

OVERLAPS 	 None, 

C12,00 a proprtq is DOE's rno0 estimate of renovation cost. 

0 	CONTACT rum 
	

M C Betenson LO 2 10/1 4746 

• 



• 
PROPOSAL 
	

Increase roots spending. 
-------- 

SOURCE AND DATE --------------- 

A33UMPTIO1S USED 

"New Jobs for Britain"(March 1907) 
"Our programme sets out policy for substantially improv.ng the nation's 
roads." 
"Investing in People"(February 1987) 
Roads, schonls and hospital all need.to bR improv - d." 

"Charter for Transport" (1905) 
"Labour is determined to ensure a selective programme of road building. 

10 per cent increase over 1907-08 provision for roads (Local and national, 
capital and current) of P9,021 million. 

*3,676 

S70 
COST 	 f+471.0 million 

PRICE AND PROVISION BASIS 	 1907-80 

rum VI:AE(107MR 	 Full year 

TIMESCALL 	 Immediate 
..... 	. _ 

IMPLICATIONS FOR OTHER PROGRAMMES 

OVERLAPS 

COMMENTS 

CONTACT POINT 	 Vim Elliman 	HE 1 	11A/1 	47ill 
• 	• _••• •• 1 - • 

44! 

fit) 

110 

194 



ASSUMP110W1 MEP 

Expand public services 

"New Jobs for Britain"(March 1987) 
"...making necessary improvements in the quality of services, in health, the 
personal social services, education and other areas. lhis will provide an 
additional 300,000 jobs, principally in the public secto.-."(p4. See also ibid., 
pp 15-16) 

1. From the 300,000 joby.  deduct the following from °the- items in the 
costingl 

PROPOSAL 

SOURCE AND DA1E 

NHS employees (Item 	) 	 26,000 

(assume 3/4 of extra NHS 
spending is pay costs, assume 
some unit pay cost as below) 

Nursery teachers (Item 17  ) 
Nursery nurses (Item. 17 ) 
leachers (Item (6, 

13,509 
20,000 
14,000 

73,500 
Leaving 226,500 jobs not covered by other costinqs. 

2. Assume average public sector wage of 1192 per week (s,ee item *5) uplifted 
by 15 per cen.% to take account of pension and National Insurance contribution., 
= C11480 per year. 

Cost therefore 226,500 x fl t480 = £2600 million 

1987-88 

Full year 

2 years 

None. 

() 	COST 

0 

PRICE ANP EPOY1SION BASIS 

C) 
ruLL YEAR/0111FR 

TIMESCALE 
--------. 

IMPLICAIIONS FOR OTHER PROORAMMES 

OVERLAPS 

COMMENTS 

Overlaps with items 16,11,32_ already netted off. 
F 

0 

CONTACT .POINT 	 B S Kalen 	S'T1 	98/3 	x5645 
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PROPOSAL 
-------- 

14,000 more teachers. Increasell in-service training. 

- 

  

SOURCE AND DA1E 
	 'New Jobs for Rritain"(March 1987) 

--------------- 	 "Labour's commitment to reducing class si7es would require the 
training and employment of more teachers and ancilliary staff." 
011es Radice 'Guardian' (17 April 1905). 
"Mr Radice said that Labour would provide £50 million for 14,000 
more teachers." 

ASSOMPTIONV USED 
	 Average gross cost of £16,000 a teacher a year. No offset 

Fur 118 savings. Oross cost £220m. Labour's own figure for 
of Increased in-service training £60m. Annual cost, in 1987-88 
prices, £280m. 

COST 	 £200m 

PICE AND PROVISION BASIS 	 1987-80 1987 Prwp 

COMMENTS 

411 

410 
CONTACT POINT 

0 

0 

0 

.410. 

FULL YEAR/OTHER 	 Full Year. 

TIMESCALF 	 Immed i ate. 
--------- 

IMPLICATIONS FOR OTHER PROSRAMMES 
	

None. 
1 

IP 	OVERLAPS 	 Cost netted off item 14 

4, 
Includes effects of improved teachers' pay package with 
effect from 1 January 1987 

S Kelly 	HE 2 	11/1 	4714 

• 



Right to prrl-school eOucotion for all. 3 and A 	°Hs. 

SOURCE AND DATE 

---------------- 

COST 

PRICE AND PROVISION BASIS 

FULL YEAR/11111FR 

TYMESCALE 

IMPLICATICNS roR OTHER PROGRAMMES 

OVERLAPS 

COMMENTS 

"New Jobs for 8ritain"(March 1987) 
"The Labour commitment to extend nursery education to all 
children between the ages of 3 and 5." 

"the Guardianu(6 February 1987) 
"Labour Party plans to increase spenling on nursery places 
by £200m a year, providing an annual uplift of fl biktion in 
the nursery budget after 5 years have been drawn up by its 
social services spokeswnman, Ms Harriet Harman. It has get 
however to go through the party's policy committee." 

'Charter for the Under 5s' (April 1905). 
"Children aged 3 and 4 must be given the chance of a place at 
a nursery school or nursery ctass in an infant schont." 

Assume overall take up of 80 per cent (70 per cent of 3 
and 90 per cent of 4 year cads). An additional 202,000 FIE 
places would be required. Current cost would be £210 million 
a year. Capital cost of £360 million spread over 4 years, 
assuming half additional places found by converting existing 
primary places (f87m) and ha L+' by new buitd (C270 m). Annuat 
capital cost for those 4 years therefore £90 in. Assumed need 
for 13,500 teachers and 20,000 nursery nurses to maintain 
current PIRs at training cost of £190 m, spread over 4 gears. 
Annual cost for those 4 years £48 m. 

Current cost of £270 in a year after 4 years. lotal capital 
and training costs of £547m, spread over 4 years. First full 
year cost £410m in England. Territorial consequences £80m. 
Total cost £490 million, 

19117-013 1.907 PEWP 

Full Year. 

Phased over 4 years. 

Includes territorial implications cer £80m 

Cost netted off item 14) 

• 

so 

• 

CONTACT POINT 	 S Kelly 	HI 2 	11/1 	4714 
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PROPOSAI. 

1-N 
SOURCE AND DATE 

0 

ws9umprtnwl 

() 

COST 

(71  

C
PRICE. AND PROv1SION 8ASIS 

FULL. YEAR/OTHER 
^ 	• • 

TIMESCALE 

IMPLICATIONS FOR OTHIR PROORAMMES 
_ 	• 	- . • 	• • - . • ^ ^ 	. • 	. • . • 	• - • • 

OVERLAPS 

COMMENTS 

Phase nut fee-paying schools. 

011es Radice 'Ouardian' 17 April 1985. 
"Mr Radice affirmed the party's commitment to abolishing 
the fee-paying sector." 

8 

In England, 200,000 additional primary and 315,200 additional 
secondary pupils in State sector. Unit costs (1984-85) of f760 
a year for primary and f1,085 for secondary pupils. Total EA95m. 
Reduction of f84m assumed to allow for existing spare capacity, 
ie not cost f411 (f466 at 1987-88 prices). Assume saving or 
aroung fl50m on Assisted Places Scheme and other existing 
central government spending on private schools. Net  current 
cost of around £310m. With an assumption of some limited 
capital costs this might he rounded up to about £320m for an 
England figure at 1987-80 prices in a full year. Territorial 
consequentials f65 million. 

f400 million. 

1987-88 and 1987 PEWP 

Full Year. 

Commitment is to phasing hut with no indication of timesrale. 

inc Iucl; ftv:,  million fur 

0 

0 

CONTACT POINT 	 6 Kelly 	HE 2 	11/1 	4114 



ASSUMPTIONS USED 

CUB' 

PRICE AND PROVISION BASIS 

4.45.4 z5- 

Full Year. 

TlhESCALE 	
None given. 

• 
1...;'•••••• 

.•• 	• 
• 

FULL YEAR/UTHER 

OVERLAPS 	
None. 

COPMENTS 	
None. 

-------- 

CONTACT POINT 
	 N M Kaufmann HE 2 	14/1 	xQ.040-4171—AC 

------------- 

C. 

PRDPUSAL 

SOURCI AND DAIL 
"Lducetion Throughout Life", 19156. 
"A Labour government will actively encourage more overimas 
students into our universities and collrgers ... A major 
expansion of the Overseas Development Administration prow 30111t 
for student sponsorship is required." (p 20/ 

10 per rent inrrease.in existing total government support fnr 
overseas students studying in UK o44 	(administered 
through ODA, FM and British Council UK cosTyregr. 

190fil prices and PEW provision. 

Moro overseas students. 	

1004 

IMIllCATIONS FUR 011.1LR PROSRAMMES 	 None. 

. • • 

• 
r. 



ratIPOBAL 

EDORCE AND DATE 

ASSUMPTIONS USED 

• 

.. 

'.".•:.'" • 
; • 	"-• • 

, • <I 	• 	••• 
••,,"" 	v• ••• 	 . 

••. 	• 

	

. 	•• 	• 	• 

	

4017.; 	-:: • . 	. 

2-50 (nertwvvit,  

th.--zg.Ae% 
ac 

•• • 	.79  
;.'4,•;1? 

' 	• 	• • 4.‘ ' 
' 

CONTACT POINT 

Universal adult education entitlement. 

"Education Throughout Lift", 1f,E16. 
"In our discussion document, 'Education after Eighteen* 
Expansion with change' we propcsed the introdurtion, in the 
longer term, of a universal adult education entitlement, 
backed by statute. The essentials of an entitlement must include 
th foilowingI 

... tuition and maintenance to be provided ... 

... its duration to be up to one year's full-time 
education (eg. 36 weeks ir ayesr) or its equivalent 
on a part-time or sendwicP basis; a longer period of 
entitlement might be introduced later ..." (p 27) 

There are about 40 million people in OB over age 10 without degree 
level qualifications. Assume I per cent full-time equivalent (flE) 
take up, broken down into 160,000 additional full-time students 
and 600,000 part-time students, olviny a total full-time equivalent 
of 400,000 students (since the standard OES weighting for part-time 
students Is 0.4 of a full-time student - in terms of hours of teaching). 
Assume same unit cost as the Non-Advanced further Education (NAVE) unit 
cost of44446041. Ommote full-timers get full 	7 -Z5!_yplue sward (including 

tialr allowances) of CMX0C but 	 "flant of basic 7O-79 parilliq1S 
value award EXCLUDING allowSWeessz, 
	

iimrilvWS1004..age maintenance 
awards of E1711'7 eking total uni cost of £4,47 per FIE otudent. Total 
GB cost £3.T.640,4110. .1reland consequence £44Fraim so total UF< cost fArr:41?ea.m. 

rbr / WA, 	 4(0 	 Is  6114.# 
E474.40m. 
kl,k1P0m 

14-0/prices and PEWP provis.on. 

Full Year. 

Introduction in the longer term". 

e comments. 

comments. 

11-, assumptions cre highly speculative. The cost does not take account 
OF the role of employers, their respective contribution towards 
maintenance, or the additional casts of replacements for people on 
cour,A.fr;. It also ignores savings on existing spending on NAFL, adult 
edocation, Open University etc and any necessary additional capital costs. 
tin allowance is made for savings on unemployment benefit through 
proportion of the labour forie being in traininc!. On the other hand a 
higher basic take up assumption could reasonably have been chosen And these 
other factors allowed for to give the same bell park net cost. Furthermore 
we have subsumed Labour's commitment to more part time courses within this 
commitment because the first could be regarded /Ali_ part of the second. 

M Kaufmann 	HE 2 	14/1 	x;444.4)141"2-g 
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PRICE AND PROVISIUN BASIS 
------------------------. 

FULL YEAR/OTHER 

T1MESCALE 

IMPLICATIONS FOK OTHER PROGRAMMES 

OW:FLAPS 

CONTENTS 

-7•-••• 	••• 

• 



AOSUMPTIONS U5ED 

TERRITORIAL IMPLICATIONS 

PRICE AND PROVISION BASIS 

FULL YEAR/O1HER 

TIMLSCALE 
--------- 

. • 4 •••• 

( take cr..-4-014  

IMPLICATIONS FOR OTHLR PROGRAMMES 

OVERLAPS 

COMMENTS 

A 

"EducatiOn Throughout Life", 1986. 

A levels, to equip themselves for entry into scientific and 

"More ConversiOn COUrsiell need to be mounted to enable 
school leevers, particularly young women with arts based 

technological courses" (p 18) 

must be achieved by extra funding end not at the expense 
"A shift Lof balance to science and technologyi 

of the quantity or quality (eF arts and social science 

	

19  0 

plecee." (p 22) 

Assume 5 per cent (12,000) incremse in 240,000 students 
taking science degrees in maintained institutions in Lneland 
and universities in U8 in 1984-814 When fully runniny there 
would be 12,000 more degree studente se well me. 4,000 on 
runversion coursite. Assume same unit cost for laboratoe'j. 
based coursesy sitintairiedputions eqdoe.ivervitiet 
uprated to 198 8,3 pricen 	orm.. CostIANW=w (excluding 
new buildings or conversion of existine a(tommodution but 
then marginal costs aro less than unit costs). 16,000 extra 
maintenance ewerds at feli each cost fUrermillion. 

3C0 
Half of the students fail in the 68 universities' sector 
and half in the Lnglend colleges' sector. lhe formula 
consequences of the latter or Scotland and Wales are 15/85 
of f44-rem (unit cot) and of IMrIm (award) - 144-r4rwriagm )  

making a ut total of tote. N Ireland get 2.75 per cent - Gietio 

making ie44e4e in the OM'? 

f. *es. 

1'40t pricks and PEWP provielon peeuming easik underlying 
studen demand ns 1984-8. 

Full Year. 

Se*** —9-1-""(147 	
4741"..,1 

None. 

None. 

None. 

`• • 	 N M Kaufmann HE 2 	14/1 	ma04%.40-14g 
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Restere Open University fundinso 
SA----17—)t-r-fi••a UK. MILLAWL1A-4)9946a 

GG 

titers 

k& 

198f-8 prices and PEW provisioni,̂ e,  

Full Year. 

None given. 

None. 

None. 

to 1980-81 peek level - 
11985-86 level 	f 

csser+ift 
4 	I id e 

i3V 

wins- wins. 

AOURIT AND DA1C. "Cducation Throughout life", 1491. 
"Distance learning oust be expanded through building on 
the succet? of the Open Univeraity, developing the Open 
Tech, and encouraging open learning." Ip 21) 

ASOUNP110191  USED 

COSY 

PRIM AND PROVIEIDN BASIS 

FULL YEAR/DINER 

TIMISCALI 

IMPL1CA1IONS FOR OMER PROGRAMMES _ 

OUCKLAVS 

COMMEN1S 
Otv-v. 

CON1AC1 POINI N M Kaufmann 	HE 2 14/1 	m•A49.4e 
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PROPOSAL Education MnintenanLe Allowance 

SOURCE AND DATE "New Jobs for Britain"(March 1987) 
"Our proposals for an Education Maintenance Allowance will 
encourage an estimated 30,000 16 year olds to stay on at 
school." 
"Charter for Young People,"(June MI5.) 
"Ihe right to £27 a week if in full time study." 

ASSUMPTIONS USED Allowance paid to 634,000 16-18 year olds in England. 
Deduct £7.25 n week child benefit (April 1987 rates). 
Less £40 million for existing discretionary grants to pupil% 
and students. England full year cost £610 million. lerritorial 
consequences add rue in  

£730 million 

PRICE AN!) PROVISION BASIS 1987-80 and 1.957 PEW. April 1987 -Mild benefit rates. 

rua YEAR/OTHER 	 full year. 

llMLSUALE OVER WHICH EXPINDITURE ASSUMED 10 BUILD UP 	Immediate. 

TM OTHER PiltMAZAMMES 	 includes £120 million territorial consequences. 

OVERLAPS 

COMMENTS May be other of 	savings, not taken into account in 
these estimates. First £7.n0 of existing education maintenance 
awards are currently disregarded for SB purposes, and whole 
amount disregarded for HB and FIS. No indication of how new 
allowance would be offset against means tested benefits. 
The Labour Party has made it clear (in 
'Education Throughout Life') that there are other pressing 
claims for higher spending which + .11Fig believe 
should he given higher priority. a 

cutaAcr POINT 
------------- 

S Kelly 	HE 2 	11/1 	x4714 • 
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C 	• 	• 

PROPOSAL 

FULL vEAR/D1HER 

TIME SCALE 
--------- 

C(11 

PRICE AND PROVISION BASIS 

SOURCE AND DATE 

ASSUMFTIONS USED 

vst 0,A.e-A-dwc  

by< 
Ots 

Restore value of mandatory student awards to 1978-79 level and phase out parental 
contribution. 

"Education Throughout Life", 1986. 
"We propose that as first priorities% the level of the • 	manda ory award be 
restored by stages as rapidly as possible to at least its 1978-79 level ... IF 16 
year olds were to be given independent financial support, older students In further and 
higher education at present recieving grants should be treated in the same wog while 
parental contributions are phased out-" 

I an) 
ENULAND AND WALES Latest estimate f award holders is 394+304-. the average full value 
I. gross award would hayebItkbe f444.to be the same in real (RPI) terms es in 1978-79 	(L. 

(as against an actual f114PEX). 6ro1 spending would be f130 million. The parental 	
3r+-1? +3.V. contributior has then to be deducted to give net public spending. Since the net average 

grant under Labour would be Efi5/4 (E/its-t. actual) but the gross award would be £2.-11r 
(f2.1 c02., actual) the parental contribution would have to be fg40 on average (against f1.86' 
actual) reqi:iring a deduction of f331- ' million (agairst f3o"4. actual). Thus net public 
spending on awards would have to be 15011.2, million at the 1978-79 level.This is Eft* m more 
than the E4I/Improvision 4amet-esmeen,64- for maintenance included in the f/41e% provision for 
student awards in PEWP 198.- (which also includes £21.44 for fees). The additional cost of 
Phasing out parental contributions would be f33'-,- if the award was at the 19/8-79 
level, making a total of f4SI,i in all. 

SCOTLAND AqA.pURTHERN IRELAND: Tormula consequence for Scotland is 10/90 of E4-04re69-45t 
which is f-JP-rt million making Ejl-PK/ million for GR. Northern Ireland gets 2.75 per cent 
of that, wh.ch is El3Amillion, giving a UN total of flriN  million. 

HOUSING BENEFIT SAVINGS: Incri&%ed student grants mean that students will be eligiUle 
for less housing benefit - fa 	million less in Great Britain lhe net cost of the 
commitment is therefore f46- million. 
„1:-LNID 

(s4isitaspo4pait).. 

198f-8 prises and PEI& provision 4esese-e-as 

&Ytkfull Year. 

"Education lhroughout Life" proposes that "the level of the full mandatory award be 
restored by stages as rapidly as possible to at least its 1978-19 level". It sug7jests 
that the parental contribution might need to be phased out "in the longer term, as 
resources allow". 

pilf-V) 
zoo 

t 	Liins 	sr4ks-4y- 
CtrOh-ly--Pn. 

402_3 ,iiit' MSZ, k4  

v-Z1---KesfA;Tr 
_ 

1\-kic 

.e• 
'7 • 

IMPLICATIONS FOR OTHER PROGRAMMES 

ovriaftrs 

COMMENTS 
------.-- 

CONTACT POINT 
------------- 

the cost includes formula increases for Scotland of f49-rem and Northern Ireland of 
It also takes account of ETA,nriem savings on housing benefit in Ureat Britain. 

16.1e. 
Housing benefit - see above. 

the f 	m cost given above !. by comparison with plan ht the assumption used (which 
are the mo 	recent) mean that sp nding on current policies w'll be 12.3m les than 
provision La our's proposals would therefore cost that much m e than the Bove ment's 
present optic s le E105.Um more on awards, £470.0m more in alt. this still rou s to £410m 
in total. 

The; coStings differ from the earlier figures for two reasons: 
m rly because of the recent additi 
	of £36 a year to the value o student award.; in 

compens tion for social security benefit hanges :announced 111 June 19B'); 
part'ally because the old figures we 
	

the 198/-08 cost as that wo Id be the first 
full year 	which they could be operative. lhe cost would be a little 1 ss if operative 
in 1YU6-87 

M M Naufmann 	HE 2 	14/1 



PROPOSAL 	 increase child benefit by f3 a week. 

snuRcE AND DATE 
- 	- 

ASSUMPTIONS usro 

1;1Th 

PRICE AND PROVISION BASIS 

FULL YEAR/OTHER 

TimISCALT OVER WHICH EXPENDITURE ASSUMED TO BUILD UP 

Roy Hattersley (OR 19.3.116 col. 331. 
"Child benefit should be increased by f3" 

M) Rale from April 190? 
I,) New rate f10.25 a week 
c) No increa,st n supplementary benfit scale rates for 

children opihfr,iising benefits needs allowances. 

dr' . 
4.,:..e.fq50 million for UK 

11111 1CA1 - 	f 11P (1•1111 	l'IMMAtitirS 
-• 	••, 	-• 

OVERLAPS 
...... 

COMMENTS 
-------- 

CONTACT POINT 	 A E. White 	S1 1 	24/2 	x5On2 
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PROPOSAL 
-------- 

SOURCE AND DATE 

ASSUMPTIONS USED 

Increase state pension to a third average earning% for single 
------- 

pensioners and a half for married couples. 

Labour Party conference 1911A Composite 14. 
"the Party manifesto ... shall make an immediate commitment to: 
(a) apensions level of not less than one half of average 

earnings for a married couple and not less than one third 
For a single person." 

a) average earnings f197.50 
h) rate from April 19117 
c) linked benefits and means testeb benefits for pensioners 
raiseA in tine 

4 

4 

£13,500 million for (B 
f13,B50 for UN 

19137-08 prices. 

0 	COSI 

0 	PRICE ANC PROVISION BASIS 

Full year. FULL YE(F/01HER 

OVERLAPS .Wem44( 	- net of overlap with this pledge. A -ssumed to cubsume 
Labour's previous pledge to inrrease pens inns by fh A we,,k For 
a single person and Ell a week for a married couple (cost 12,900.  
MI llion for UR). 

0 
IlMESCALL own WHICH EXPENDITURE ASSUMED TO BUILD LP 	immediate 

1 " 	
1M1LICAlIONS rok f1TllLt PROBRAMMES 	 None. 

• - 	• - • • 	• 	• 	• • 	• 	• 	- • .1 • • 	• 	• 	• - • 	• 	• 	• 

Main romponents(DB): RP E11 ,250m 
10B f1 ,500m 	 Se) \C  
Widows' Ben £500uø ,gb  
Supp Ben £250,4 

NB Labour have stated that in First 2 gear% of Oovernment tA1414 
would only he committed to raising pensions by C5/1:13. 

CONTACT POTNT 	 A E W Whit.? 	STI 	x5052 

COMMENTS 

4 

4 

I 

, 



lo abolish standing charges from cps, electricity and telephone tariff 
structur9s for Nr1sinn 

eomposite 14(,el4'are Policies) 1986 Labour Party Conference 
'ihe Party marifesto for the next General Election shall make an 
immediate comft,itment to make provision for pensioners to be exempt 
from standing charges for gas, electricity, telephoneH T.arr 
t 	   

. 	. 

1.That the loss of revenue from abolition of standing charges is not 
counterbalanced by an increase in variable unit charges. 

2-That any legislation necessary is passed to enforce the abolition 
of telephone and gas standing charges. 

3. That BT are not asked to drop equipment rental charges. 

4.That all pensioners rent their phones and choose basic phones. 

Sas and Electricity = £300 million 
Telephone 	 = £250 million 

TOTAL 	 £550 million ------------ 
1986-137 price level 

Full Year. 

Assume S policy decision will lead to an immediate rather 
than phased implementation. 

C A Sharp 	PE 2 	96/1 	x4927 

PROPOSAL 
-------. 

SOURCE AND DATE 

4- 
ASSUMPTIONS USE ^• 

COST 

PRICE AND PROVISION BASIS 

FULL YEAR/OTHER 

TIMESCALE 
^ 

IMPLICATIONS FOR OTHER PROORAMMES 

OVERLAPS 
() 

COMMENTS 
.... 

CON1AC1 POINT 



PROPOSAL 	 Free IV licence for pensioners. 

' c 
i• 

SOURCE AND DATE 

ASSUMPTIONS USED 

COST 

PRICE AND PROVISION BASIS 

FULL YLAR/OTHER 

Composite 14 (Welfare Policies) 1986 Labour Party Conference. 
"The Party manifesto for the next General Election shall make 
an immediate commitment to make provision for pensioners to 
be exempt from standing charges for Egos, electricity, telephone 
and also] television licences." 
44.18-0446,.-allacIp+e+4w-tisteononalreee4e4-44s-.1.46.-400,4- 
Earlier commitment by G Kaufmann, Hansard 27 !larch 1985 (col. 482) 
"A Labour Government will also phase out the licence so that 
no retirement pensioners will have to pay for a television 
licence." 

Take proportion of households with at least one pensioner 
from the General Household Survey. Gross up for whole country 
- 7.5 million pensioner households. Similarly, estimate 

ve-je 	number with TVs - 6.j million colour, 1.0million monochrome 
and 0.2 million no 1V. Licence fee - £58 colour, £18 

PC 	monochrome. This gives total licence fees of £3,PD million 
but 0.4 million households covered by existing concessionary 
licence scheme and allowance should be made for evasion, 
making deduction of £50 millicn. 
330 

925 million 41-elefoNml-Are-44.20-m4-1.44.40. 

'7 8 
7( 	 198d-8/ prices and provision 'lire comment). 

Full Year. 

 

11MLSCALE 	 1111/,1;1-s-t-e-r' to iPsr 	 0.- 

14JANNA,•.0,..w) 140 I  Ass.2—) , 
IMPLICATIONS FOR OTHER PROGRAMMES 	 None. 

r -  -r*. 	 Aa4_,, 

OVEFLAPS 	 None. 

 

       

COMBENTS lhe licence fee revenue and corresponding grant to the BBC 
are classified as non-public expenditure, but as a 
concessionary scheme for permioners would require the 
Government to make up the deficit to the BBC, it would 
probably score as public expenditure. 

  

ItqX.e 
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• 

• 

' 

Conceesionary fares. 
	 76 

"Fresh Directions" (February 1967) 
"Proper concessionary fare schemes for local travel for 
pensioners and the disabled. We shall encourage the provision 
of free schemes by local authorities, and ensure that there ic 
an off-peak half fare scheme for all areas where more favourable 
concessions do not already exist." 
Charter for Transport (April 1965). 
"Maintaining concessionary travel schemes for pensioners ... 
these must be backed up by an off-peak, half fare scheme for 
all areas where more favourable conceesions do not already exist." 

Commitment assumed to 'buy' half-fare off peak travel for 
pensioners on buses in the shires; cnvers extra cost of providing 
railcards in the shires and provides for issue of railcards 
to cover national travel (some now rover only lncal travel). 

COST 	
f5o mitlinn. 

PRICE AND PROVISION DAS15 	 1987-60. 

• 

ruLt.  YEAR:01MR 	 full Year. 

• 

TIMESCALE 	 Immediate. 

IMPLICATIONS FOR OTHER PROGRAMMES 
	 None. 

None. 

?lets already have a more generous policy towards pensioners 
than implied by this scheme 

Kim Elliman 	HE 1 11A/1 	4716 

• 

• 

SOURCE AND DATE 

ASSUMPTIONS USED 

flo 

410 



.41 

Double Christmas bonus / raise to £40. 

Composite Motion 14(e)(Welfare Pols) 1986 Labour Party Conference. 
"The Party manifesto for the next General Election shall make an 
Immediate commitment to establish a regular Tax-Free Christmas 
Bonus of £20 ... to be linked to the rate of inflation." 
Daily Mirror 2.4.86: Follows Mr Meacher's earlier commitment; 
"Labour's package for pensioners will al sr include doubling the 
Christmas bonus to £40." 

• 

ASSUMPTIONS USED 	 a) New rate from Christmas 198/ 
h) f40 refers to a couple's bonus (ie 2 x £20) 

COST 	 £115 million for GB 
1120 million for UK 

pkfcr AND PROVISION BASIS 	 1907-08 

ruLL YEAR/OTHER 	 Full Year. 
--------------- 

lIMESCALE 
	

Immediate 

IMPLICATIONS FOR OTHER PROGRAMMES 

C 
OVERLAPS 

COMMENTS 

CONTACT POAN1 

PROPOSAL 

SOURCE AND DATE 

- 	Double PFWP provision for 1907-08 

A F W White 	ST 1 	24/2 	x5052 



.• 

f5 weekly winter premium. 

, e.; 	 . 	• ?6";,•.:. 4; 	• 	• 

' 
I 

Composite Motion 14 (Welfare Policies)1906 Labour Party Conference. 
"The Party manifesto for the next General Election shall make an 
immediate commitment to ensure Pensioners' ability to maintain warm 
and well lit homes with adequate heating allowances covering all 
fuels without a means test." 
and Michael Meacher (OR 6.3.86) 
"Labour's package for pensioners will also include: winter premiums 
of £5 8 week for needy pensioners and wicnws." 

Rate payable from Winter 19S7 
Given to all sup. pen. claimants, widows on supp all, a 
further 1 million hn low incoftms 

C) benefit payable for 13 weeks 
d) payment nut netted off other means tested benfits 

(a) MO mitlion for GB 
(h) f1S0 million for UK (rounded) 

A E W Whit 	Si 1 	24/2 	x5052 

ASSUMPTIONS USED 

0 

COST 

pRfcr AND rRnvIstom BASIS 

FULL YEAR701HLR 

TIMESCALE 

IMPLICATIONS FOR MOIR PROGRAMMES 

OVERLAPS 

COMMENTS 

4it 

4T- 

SOURCE AND DATE 
--------------- 

CONTACT POINT 
- 



Pay long-term scale rate to unempleged people after 
---,-.--••-•.•-___.---•_..---•-••••-_-_• -...--•.------1--- 

PROPOSAL 

SOURCE AND DATE 

ASSUMPTIONS USED 

COST 

PRICE AND PROVISION BASIS 

Mt YEAR/OTHER 

TIMESCALE OVER WHICH EXPENDITURE ASSUMED TO BUILD IP 

4) 	IMPLICA113NS ron OTHER PROGRAMMES 

a year on benefit. 

Rog Hattersley (OR 1.3.06 cot 331) 
"S(pplementary benefit at the full rate should be mode 
available to the long-term unempkoi,ed." 

a) Rate from April 1907 
h) 1906 Autumn Statement unemployment assumptions 

f550 million for OR 
f570 million for UK 

19117 - OR 

Full. year. 

Immediate 

AD 

• 
OVERLAPS 	 Meacher (b) 

COMMENTS 
-------- 

CONTACT POINT 
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PROPOSAL 

 

incrP!a 	 qrant from fICO to E200, 
----------- 

SOURCE AND DATE 

ASSUMPTIONS USED 

Catil 

PRICE AND PROVISION BASIS 

rum YEAR/OTHER 

TIMESCALE ovn WHICH EXPENDITURE ASSUMED TO BUILD UP 

IMPLICATIONS raR OTHER PROSRAMMES 

4) 	OVERLAPS 
-------- 

C(3MMENTE 

CONTACT POINT 

1984 Labour Partg Conference motion (composite 63) 
"This conference calls for the Heath grant to be raised 
from the present £30 to f200." 

Rate from April 1987 
630,000 deaths in 1987-88 
All death grants at same rate 
Replaces social fund provision of f19 million. 

Fl 1.0 million for (B 
£110 million for UK 

1987-88 

Full year. 

Immediate 

A F W White 	Si 1 	24/2 	x5052 



Increase maternity grant from £2% to f125 . 

SOCIAL SECURITY 

PROPOSAL 

SOURCE AND DATE 	 Composite 15(c)(Welfare Policies) 1986 Labour Party Conference. 
"CooFerence demands that the next Labour Government ensures that 
the maternity grant is restored to at least a payment of f125 
which would return it to its 1969 levet." 

AWIMFTTOMS MID 
	

(a) Rate from April 1907 
700,000 births In 1987-88 
Replaces Social Fund Provision of EIS million 

f70 million for GB 
f70 million for UK (rounded) 

rPtCr NHO 1.1:11VTSlON OASTS 

YEAR/OTHER 

IIMESCALE OVER WHICH EXPUNDITURE ASSUMED TO BUILD UP 

IMPTICATIONS FOR OTHER PROGRAMMES 

OVERLAP: 

COMMENTS 

1907-0S 

Full year. 

Immediate 

NB. in restore the grant to its real (1969) value, it would have 
to be increased to more than f125 

4 

CONTACT POINI 	 A E W White 	Si 1 	24/2 	x5052 
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it) 
PROPOSAL 

SOURCE AND DATE 
^ 	̂ - • ... • • • _ • . 

NHS to grow by TX per annum in real terms. 

"New Jobs for Britain"(March 1987) 
"Our procramme sets out policy for maicing necessary improvements in health." 
"Investing In people", (February 1987) 
"Labour will ensure that the NHS grows by 3 per cent allowing for inflation." 

ASSUMPTIONS USED 	 Comparison made over whole of 1987 PEWP planning period, at an 
^ 	. • . • 	• • • - . • • . . • - 	 annual rate, in cash terms. Calculated as one third of cumulative 

difference between PEWP plans for 1987-88 to 19811-09 inclusive 
(adjusted for announced policy changes since publicwition of PEWP) and 
a Labour party series calculated as the cash equivalent of constant 3 
per cent real growth over the 1986-87 outturn figure, using the PEWP 
projection of the GDP deflator to reach cash terms. 

COST 
	

£405 million, rounded tot400m 

PRICE-tiND PROVISION BASIS 	 1907438 - 1989-90 White Paper figures. 

FULL YEAR/OTHER 	 Full yea- 
() 

IP 	TIMESCALE 	 Three gear comparison (cost Is annual rate). 
--------- 

ID 
IMPLJCATIONS FOR OTHER PROGRAMMES 	 Includes £75 million for territorial consequences. 

41110 #1" 

nvEntArs 	 Cost netted off item 10. 
4) 

COMMENTS 	 Compares 3Z a year growth in real terms with 1987-88 	1989-90 plans. 
NB This pledge assumed to subsume previous Labour pledges to increase 

hospital building and repair (f90 million) and end competitive tendering 
() 	 within the NHS (f95 million) 

() 	CONTACT POINT 	 M 0 Sturges ST2 	101/2 x5216 • 



Phase out. all health charges, and end pri.ate practice in NI1S. 

it • 

HEALTH AND PERSONAL SOCIAL SERVICES 
PROPOSAL 

JO-------- 

SOURCE AND DA1E 	 "Investing in People" (February 1987) 
"A Labour government will reduce prescription charges immediately 
and phase them out eventually." 
Also ReutPrs 1.2 February 190? 
Mr Dobson :"A Labour Bovernment will immedately reduce and 
eventually get rid of dental charges." 
"NHS in Danger" - NEC statement 10.03 approved by Conference 83. 
"Our campaign will aim to 	win support For Labour's opposition 
to privatisation and commercial medicine ... Phase out all health 
charges." 

AUMPTIONS USED 	 19117-130 estimate of income from charges: olus compensation to 
1), 	 consultants For end of private practice. 

coni 	 £625 million (of which £40 million are frim private patient 
. charges and f20 million from consuktants' contracts, £1.00 

million for territorial consequences) Rounded to 1630 million. 

PRICE AND PROVIStUN BASIS 	 19074011 Whae Paper figures, current prics, 

FULL YEAR/qT1IFR 	 Full Year., 

TIMESCALE 	 Not known. Above figures are full-year. 

IMPL1CA1lONS FOR 01HLR PROGRAMMES 	 Estimated cost includes ti00 million fnr 	itnrinl cons.F.que-nc.7..v.. 

OVERLAPS 

COMMENTS 

CONTAC1 POINT 	 M 0 Sturges 	Si 2 	101/2 x5216 

0 



PROPOSAL To run a public education campaign on alcohol misuse and to 
Increase support for NHS and voluntary sector services on 
alcohol misuse. 

SOURCE AND DATE 	 NEC document "Protecting our People", September 1986 says 
Labour will - "provide much more support for NUS facilities 
and to voluntary organisations working to prevent alcohol 
abuse and to help those people with alcohol problems and 
their families. Run an effective campaign to tell people of 
the dangers of alcohol in  

ASSlIMPTlfitIS liSED/ COST £213 millon (assumes in England £9 million for HCHS, 14 million 
for a central initiative From which the voluntary stor 
would benefit, fti million for personal social servi7es, Cb 
million for public education campaign plus 15 million for 
territor -.als). Rounded to C30 million. 

PRICE AND PROVISION BASIS 	 1907-00 

ruti YF.ARtil num 	 Full Year. 

() 	TIMESCALE 

IMPIICAtIONS roR OTHFR PROGRAMMES 	 fstimated OR cost includes C5 million for t,N-ritnriol cnnsqw,nce. 

Estimates are based on grossing up drug misuse expenditure in recent 
years (because there arwl more alcohol misusers then drug misusers) 
WH1LE ofFsetting because there is more service provision now for 
alcohol misusers now than for drug misusers. 

M 0 Sturges 	ST2 	101/2 	x5216 

COMMENTS 
-------- 

CONTACT PUINE 
------------- 



„ 

To bring overseas aid spending to ON target of 0.7 per cnt of 
national Income over 5 years. 

ASSIIMPTIOFFi IISED 

"For the aond of All”, Labour policy document on aid and 
development, published February 1987 
"Within our aid programme, we will more than double the aid 
budget, increasing aid spending to meet the UN target of 0,7 
per cent of' national income within five years." 

Full cost at end of 5 years calculated at 1987-80 levels. 
Increased provision consistent with 0.7 per rent of 1906 Autumn 
Statement forecast of 1907-08 ODP (at market prices); nn 
recently published forecasts available for 1907-80 ONP, but 
OOP likely to he close. Existing prnvisinn based on 1913? 00 
PES for overseas aid programme and aid administration. 

PROMAL 

'101ff 
41114160iit....,.. NI) DATE 

Increased provision; 0.7 per cent 
	

E Million 
of E404,634 million: 
	

2832 

• 

PRICE AND PROVISION BASIS 

Full. YEAR?OTOLR 

TYMESCALE 

Minus current prnvision: 1907-88 PES 	 1263 

Additional cost 	 1569 
--- 

Rounded to nearest ft° million; 	 1.570 
• 

1907-00. 

Full. Year.. 

Five year; before full annual cost reached. If spending was 
increased in equal. propnrtion.nt steps, additional cnst of 
first tranche in first year would hp f310 million. 

IMPLICATIONS rim OMR PROGRAMMES 	 None. 

OVERLAPS 

COMMENTS 

None. 

or the Bond of All" also outlines Intention to press for 
I nternational action to limit debt repayments from develnoing 
countries. Proposals are not 2recise and have not been 
costed. 

CONTACT POINT 	 Miss M E Cund AEF 1 	03/1 	4902 
	

411 



• 

£40 million. 

1997-013. 

cost 

0 
PRICE AND PROVISION BASIS 

4) 

Pay LA councillors. 

SOURCC AND DATE John Cunningham in speech at LAMSAC conference (23 April 19960. 
... it is now necessary to pay salaries to at least some 
councillors ... We will support such a recommendation, if 
It emerges from Widdicombe." 

Widdicombe Inquiry recommended up^ating councillors' remuneration, 
paging enhanced special responsibility allowances to leaders 
of party groups and chairmen of main committees and 
I ncreasing attendance allowance f3r all councillors. 

ASSUMPTIONS USED 

ruu. YEAR/OTHER 

TIMESCALE 

IMPEICAT:ONS FOR OTHER PROGRAMMES 
4) 

OVERLAPS 

COMMENTS 
------- 

Full Year. 

Immediate. 

None. 

None. 

Conservative estimate (agreed wit, DOE). 

CONTACT POINT 	 N I Holgate LO 1 	102/1 	m4946 ------------- 



„ 	-• 	:;*4 	 •;' 	 ),, 

Crime Prevention Crants 

Campaign pack for local authority elections "Investing in People" 
(February 1907) 
'We will invest in security by offering crime prevention grants for 
home owners and tenants to make homes safer" 

£200 per household in medium and high risk areas would cost £30 
million over a 3 year period (AMA booklet "Making Homes ecurez a 
proposal for grant aided security improvements" June 1706) Would 
cover 3,000 applicants in each of 50 areas 

£10 million 

Would need primary legislation to give local authorities specific 
powers 

Negligible 

Negligible 

Ministerial Croup on Crime Prevention chaired hy Home Office has 
been considering this proposal 

PROPOSAL 
......... 

SOURCE AND DATE 

ASSUMP1101110 USED 

COST 

PRICE AND PROVISION BASIS 

TOLL YEAR/OTHER 

TIMESCALE 

IMPLICATIMS FOR 011111-t PROGRAMMES 

OVITd...APS 

COMM1A10 

e  

0 	CONTACT POINT 	 IRB Westwater HEI 0/1 4705 

0 

0 

C) 

0 or- 

Of.° 	, 



m 	711{1!:1;401lp*.,  

Statutory minimum wage of not less than two-thirds of 
average earnings. 

The Guardian"(5 February 1987) 
"pending the establishment of a national minimum wage 
for the economy, a Labour Government will establish a strategg 
with the Civil Service for the elimination of low pay as a 
matter of priority." 
(NB proposals put forward In confiOential document.) 
Conference Motion, 1983 (composite 32). 
"Conference welcomes the commitmem 5et out in the 
manifesto to 	the introduction of a statutory national 
minimum wage, with a minimum wage target set at not less 
than two thirds of not 	average earnings." 

Minimum wage of £131.50 per week (two-thirds assumed average 
earnings April 1987. Calculated by increasing April 
1906 NES figure of £184.70 by 7.0 per cent : the assumed 
Increase to April 1906 in underlying average earnings ). 

Minimum wage for full-time adult employees. No allowance 
made for effect if the minimum weekly wage for full-timers 
was accompanied by a minimum hourly rate for part-timers. (Data 
too sketchy). 

Effects of establishing a minimum on the average ( the 
"moving target" effect ) is ignored. 

Higher paid workers accept the compression of 
differentials and Ho not seek compensating increases. 

Effect on PUBLIC StRVICE 	 Extra costs to 
nationalised industries recovered by price rises/internat 
economies with no effect on EILS. 

Wage cost marked up by 15 per cent tr take account of 
higher employer NIC/pension contributions. 

Gross public expenditure cost : no flowback effects. 

£1500 million. 	
oir 

1907-1900. 

F-ull Year. 

Mr ilattersley said in his letter :If 10 March 1986 to the 
Chief Secretary that there was no plan to put the 
minimum wage into effect in one year but did not suggest 
an alternative timescale. 

The increased costs to th.,L,  private sector may be passed 
on in higher prices for goods and services sought by 
Oovernment Departments. Cash limits may stop this coming 
through In higher expenditure ( volume cuts instead ) but 
there may be upward pressure on some programmes. 	

I 
I 

PROPOSAL 

SOURCE ANT. DATE 

ASSUMPTIONS USED 
. • 	• 	_ 	• 	-• • .• 

o 

0 

o 	COST 

ID 	PRICE ANC PROVISION BASIS 

4) 	TOLL YEAP/OTHER 

0

• 

	TIMESCALE 

. 0 

C) 	
IMPLICAT:ONS FOR OTHER PROGRAMMES 

9 

4111 

OVERLAPS 
0 -  

COMMENTS 

CON1ACT POINT 	 J M Halligan 	PAY 1 	126/3 	xt605 



Gti<6f 6 
Raise child benefit to f1.4 a week. 

0 	SOURCE AND DATE (a) Michael Meacher in lrihune. February 1996. 
"The structure should aim to get rid oc family poverty by a big 
increase In child benefit. It Is now f? per week for each child. 
You could double it tp £14 a child." 

Rata from April 1967 
Rote set at f14.50 per week 
No increwie in S6 scale retes for children or in OR needs 
allowannces 

PROPOSAL 
_•-•...••••••••••••- 

-•-••--..•-•_.-- .^ ••_ 

ASSUMPIONS USED 

cnsT 
Ht2p150 ,  million for UV 

0 	PRICE AND PROVISION BASIS 	 1907-11H 

rut.. YEAR/OTUFR 	 lull Y,,nr” 

TIMESCALE 	 lmmedinte 

IMPLICAlIONS FOR OTMLR PROORAMMES 

Cost is net of cost of item22. Gross cost would be f3600m (UK). 

----.----.. 

 

o 
CONTAC1 N0IN1 A E W White 	ST 1 	24/2 	x5052 

    

C 



• 

• 

PROPOSAL 

SOURCE AND DATE 

ASSUMPTIONS OSE0 

COST 

PRTCE ANC my-I:mom BASIS 

TOLL YEAN/01HFR 
- 	• . 	_ • 	. • • . • . • • . 	" • 

TIMESCALE 
.------.. 

4) 

IMPLICATUNS roR OTHER PROGRAMMES 

OVERLAPS 

COMMENTS 

CONTACT POINT 

t-A1- 05 	(ED 

Unemployed couple on supplementary benefit to receive 70 p(i..r 
cent of average net wage (including housing benefit), and unemployment, 
retirement, sickness and widows' benefits to be raised in line. 

Michael !leacher in Tribune, February 1906. 
"I believe I. a couple on supplementary benefit 3 ought to recieve 
about 70 per cent 12 of the net wage o.;' an average paid worker 3 
... All benefits - unemployment, retirement, sickness, widowhood 

	
0 

- have to he paid at a level as least as high as that family 
would get from supplementary benefit." 

a) Rates from April. 1907 
I,) Costed on basis of avernge net weekly earnings for a married 

	

man of E143.60 	 00 

ES,300 million for OB 
	

MN 
f15,40 million for OK 

1907-00. 

full Year. 

Immediate. 

Net of overlap with items 2.3 and Z. Gross cost would he. f12,11,10m (OK) 

Main Components (OR): 
RP 	f5500m 	War Pension E600m 
Supp All E4000m 	IOR 	£250m 
UR 	E1000m 	Widows' Ben f200ø * 
'UR 	E 750m 	Others 	£200m 

13upp Pen 	E200o * 

A E W White 	ST 1 	24/2 	xb052 



ide 

 

PRIIPOSAL Mnrq funds to combat drug abuse. 

SOURCE AND DATE 	 Michael Meacher in 'Cold Comfort' (December 1984) 
"Increased finance Ito combat drug abuse] would be implemented. 
The Standing Conference of Drug Abuse estimates a minimum 
requirement of £20 million (on present day costs). 

ASSUMPTUNS USED 	 Cost quoted in document. 
---------------- 

COST 	 fl() million. 

PRICE ANC PROVISION BASIS 	 Not known. 

4) 	rou YEAS/OTHER 	 Probably. 

TIMtSCALE 
	

Not known. 
-------- 

IMPLICATIONS FOR OTHER PROORAMMES 
	

None. 

41 

41 	OVERLAPS 

41 
COMMENTS 

•• 

CONTACT PlINT 
-_-_-_•- •.--- 

None. 

Sums specifically allocated by DHSS for the drugs misuse 
initiative will be £7.3 million in 1907-80. There will also 
be spending by health authorities on drugftsuse which cannot 
be quantiFied. It seems likely that current spending is not 
far below Mr Meacher's E23 million (at 1987-80 prices) - no 
doubt Mr Meacher would now raise this figure. Therefore costed 
at CIO million. 

M 0 Sturges 	ST 2 	101/2 	5216 

-_-_-_-_-_-_-__ 



CONTACT PONT A E W White ST 1 	24/2 	m5052 

GArt-C 
Provide means for voluntary, phased and increasing reduction in 
retirement age to 60 for men. 

Neil Kinnock 24.6.05 et TOWV Bournemouth Conference 
"We should ... plan for and provide the means for Juntary 
and increasing reduction in the retiring ago 

1905 benefit rates. 

£3000 million. 

1987-00 

ull esr. 

Cost is full year after phasing limescale not known. 

Costing given in DHSS PO. 	1 May 06 col 467 ) Essentially 
a rough estimate; although 	SS working party now conducting 
full update of assumptions re ults4w114. not/ be available f ing4vvq, 
until. Autumn 1907. 	 L- (,1;144.1  

• PROPOSAL 

SOURCE AND DATE 

ASSUMPTIONS USED 

COST 

1, 
PRICE AND PROVISION BASIS 

FULL YEAR/OTHER 
.•,,•• 	• •-_•-•-•__••••• 

.so 

TIMESCALE NTT WHICH EXPENDITURE ASSUMED TO BUILD OP 

IMPLICATIO4S FOR OTHFR PROGRAMMES 

OVERLAPS 

ID 	COMMENTS 

• 

• 

al 

at 

• 

f 



PROPOSAL 
	

Increase spending on inner cities. 
	 C 

1.10URCE AND DATE "New Jobs for Britain" .(March 1997) 
"Our inner cities desperately need new investment if the 
quality of the of the local environment is to be improved." 
Also "Investing in People"(February 1987) 
"We recognize the need for swift action to regenerate our 
towns and cities." 
'the Reconstruction of Britain' (111C, October 1981). 
"The minimum estimate for the extra resources required 
over the next five years would he around £2,000 million on 
renovation, leisure and community facilities and building 
net's industrial premises in the inner cities." 

ASSUMPTI3NS USED 	 f2,000 million over five years, divided by Five and uprated 
• 	 from 1981-82 prices. 

f530 million. 

110 	
BRICE AND PROVISION BASIS 	 1987-08. 

. 	• . 	• • • •• •-.. 

rut YEAR/OTHER 	 Full Year. 

TTMESCALL 	 Five year programme. 

op 	1MPLICAlIONS r:  OR 131 HER PROGRAMMES 	 None. 

OVERLAPS 

COMMENTS -------- 

Possibly some overlap with item g (hnusIng renovation) 

Would presumably be allocated to Urban Programme which 
comprises grants to selected local authorities, Urban 
Development Grants and Urban Regeneration Grants. • 

• 
CONTACT POINT 	 M C Betenson 	LG 7 	18/1 	4746 

COST 



PROPOSAL 
-------- 

SOURCE AND DATE 
.... -------- 

ASSUMPTIOWS USED 

COST 

PRICE AND PROVISION BASIS 

FULL YEAR/ OTHER 

TIMESCALE 
------,-- 

IMPLICATIGNS FOR OTHER PROGRAMMES 

OVERLAPS 

COMMENTS 

35 hour working week. c 40 

Jo Richardson (press release 11 March 1987) 
"Our package of maternity leave, paternity leave and parental 
leave, and shorter and more flexible working hours for all 
is crucial to our plans for jobs." 
"Working Together". April 1985. 
"The working week could he reduced - at least to our target 
of 35 hours." 

Increase in public service pay bill. Extra cots to 
nationalised industries recovered bA price rises/internal 
economies with no efPect on EFLS. 

Reduced avernge working week of 21/2 hours made up 50 
per rent by extra overtime ( at 1 1/4 basic rates ) and 50 
per cent by extra employment ( at average public service 
wage ). So no allowance for any efficiency gains or lower 
employment. 

Cr) Gross public expenditure cost : no flow-back effects. 

E3660m a - 

1913780 1987-88 provision. Average public service wage of £192 a 
week calculated by increasing April 1986 figure or £179 per 
week by 7.0 per cent ( increase to April 1987 in underlying 
average earnings in public services ). Wage cost marked up 15 
per cent to take account of employer NICS/pensinn 
contribution. 

Full year. 

Mr liattersley has said that the 35 hour week would not be 
Introduced in one year but is a long term aspiration ( letter 
of 10 March 1986 ). However, he has not suggested am 
at 	assumption. 

A 35 hour week would increase costs for the private sectnr 
and possibly the price of goods and services sought by 
Government Departments. Cash limits may stop this coming through 	 Cf,  
in higher expenditure ( ie volume cuts instead ) but there 
could he upward pressure on some programmes. 

40 

0 

0 

J M Halligan 	PAY I 	126/3 	5605 
	

0 



PROPOSAL 
G-Aef 

Regional employment subsidy. 
.•., •• 	.•• 

SOURCE mND DA1E. lit 1905 
new regional 

"A New Partnership-A New Britain" TUC/Lahour doc 
"We will need to consider the imtroduction of 
employment subsidg." 

ASSUMPTIONS USED 

COS't 

PRICE AND PROVISION RAS1S 
19 

I" 1.111. VI:AR/OTHER 

f460 million. 

1987-M0 f 

All Year. 

T 1 mr 

IMMICATIONS VIM 0111F.R PROORAMMES 

nvErd APS 

COMMVN1S Based on 1926 subsidg of f2 	head per week uprated in line 
with inflation and applied to anurarturinq indwitry only. 

CONTACT FOINT N. J W Stevens IAF 2 45/0 x4512 

o 

• 

ein 
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PROPOSAL 
-------- 

 

Gm-) 
Wage suhsidy. 

Employment Committee First Report 1985-86 (29 January 1956), 
endorsed by Roy Hattersley (OR 19 March 1906 col. 310). 
"We recommend a wage subsidy to employers in the private 
sector (other than in construction) .who take on long term 
unemployed ... for a cost of E1.4 billion about 350,000 new 
jobs could be created." 

Committee's own estimate of net EXCHEQUER cost used, uprated 
from 1905-06 to 1907-013 prices (see comment (i) below). 
Committee's other recommendations assumed to be subsumed 
within other costings. 

SOURCE AND DATE 

/ / 	t(112/  

foe' 
ASSUMPTIONS um) 

COSI 	 E1,500 million. 

MICE ANO PROVISION BASIS 	 1907-00. 

FULL YEAF/01HER 	 Full Year. 

2-3 years. 

Implications for social security programme stated to he 
taken into account in Committee's rnstings. But Commits... 
does not quote figures for benefit saving; and imenssihie tn 
provirle a Onvernment estimate since Government think nroensmi 
incoherent. 

None.. 

I.Bovt response to Committee estimated that E1.4 billion 
(at 1905-06 prices) implied a gross PE cost of EIJI 
billion. NB Not possible to estimate net public expenditure 
cnst. Not clear whether Committee considered costing OB or 
UN. Figure sufficiently broadbrush that the difference is 
not significant, 

ii.Oovt reply to Report reprinted in 3rd Report 19135-86 - said 
that aim of creating 350,000 new Jobs not feasible; even if 

, it were, gross and net cost would be higher than Committee 
S uggested. 

ii ,Committee has now proposed a sma17.er  scheme rovs.ring only 
those unemployed for over 3 years. IAE 3 not aware that 
labour Party have specifically endorsed smallt-er scheme. 

TIMESCALE 

IMPLICATIONS FOR OTHER PROORAMMES 
.----------_-_-_-_-_-_-_-_-_-_-__ 

OVERLAPS 
-------- 

COMMENTS 
-------- 

• 

• 

t7,1"..A"r 



PROPOSAL Double funding of performing and crePr.ive arts. f40m Or 
museums. 

L1- 

SOURCE AND DATE 

ASSUMPTIONS USED 

cosi 

PRICE AND ill-mill:um BASIS 

FULL YEAR/ETHER 

TIMESCALE EVER WHICH EXPENDITURE ASSUMED TO BUILD UP 

IMPLICATIONS FOR OTHER PROORAMMES 

OVERLAPS 

COMMENTS 
---- 

CONTACT POIN1 ------------- 

Norman Buchan, OR 12 March 1901 col 520 
"I gave a pleHge to double e:Tenditure on the Arts...The 
Labour party will honour that pledge to double the funding 
for the Arts. At the last meeting - the meeting at which I 
was sacked - the battle for the f140 million was won; and an 
additional £40m for museums." 
Norman Buchan, Financial Times 6 August 1985 
"The level of central government funding for the performing 
and creative arts, at present about EL05m, should be doubled." 

Labour's own costing used. (Arts Council's 1987-08 grant in 
aid f138.4m.) 

f180 million. 

1987-88 and 1987 PEWP. 

Full year, 

Immediate, 

S Kelly 	HE2 	11/1 	4714 



50`FiF4IAL BRIEFING NOTE Ii04\ 

POL I CY DI RE CT ORATE 

Special Briefing Note - No 6A 	 13th March 1987 

The Tory Legacy 

THE KEY S TAT IS TICS FOR LABOUR ' S CAMP Al ({E 

An essential element of all successful campai ans is 

repetition. Repetition of our campaign themes. Repetition of 

our flagship pol ici es . 	And repetition of the key statistics - 

the same statistics - by all of us. 

In this Special Briefing Note, we set out the key statistics 

we must all use in every aspect of our campai an work - in 

speeches, leaflets, newsletters, press releases or whatever. 

They have been agreed by the key economic spokespeople and by 

t he Leader's office. 	We will update them regularly, partly 

through our monthly ' Cam pa i crn Briefing' and through a compl et e 

update of this Briefing Note. 

So please, keep to the agreed figures. And, please, if you 

think there are some we have missed, or some better ones we 

could use, don't hesitate to write and tell us. 

The main part of the note shows the key economic statistics. 

More detailed figures by industry are shown in appendix 1. 

Appendix 2 gives figures on other areas like education, housing 

and crime. The figures have been rounded off so they are easy 

to quote. 

Unemployment  

1. 	Unemployment has risen by 2 milli on since 1979 on official 

figures. 

Unemployment rose from 1.1 million in 1979 to 3.1 million in 

January 1987. 



2 

The Tories' 19 f i ddles to the figures have reduced the 

official unemployment count by around 400,000. 

On the old way 
rCceLie—aa,k,  
oh.—°1o4 	at 3.5 million 

of calculating the figures unemployment 

in January 1987. 

stood 

Unemployment costs the nation 120 billion a year. 

ec,,,z•Asicc•••-•,. This is the cost to the government in lost taxes and 

benefits paid out. 	It amounts to nearly LI , 000 for every 

h 0 us eho 1 d in the country. 	Each person included in the 
uto 
j•unemployment count costs 16, 300. 

-7v.)13 

4. The UK's unemployment rate is the highest of the 7 main 

industrial countries, and has ri sei Ith_L.,17ost since 1979.• 

The UK's unemployment rate was 11.3 per cent i n November 

1986 on OE 

rate in I 
(4. 

Canada 9.4 

and Japan 

CD standardised figures. The 

taly was 10.7 per cent, Fra 

per cent , Germany 8. 0 per ce 
2 q 
2. 8 per cent. 

latest upemployment 
to •ct 

nce 10.E per cent, 
C • 

nt , US 6 . 9 per cent 

Unemployment has risen by ,C5:-.3-  percent acre pints since 1979 

This compares with a rise of 3.1 percent age point s 
ç2 
percent age 
	

i nt s in France, .21-0-  per cent age 
-2_ • 7--- 

in UK. 

in Italy, 

po nt s in 

percentage 

Canada, 4. 8 percent age point s i 	nermany, 

points in USA and p/e-7 percentage points in Japan. 
0, 6 

Jobs 

 

5. 	The number of 	bs has fallen by 11/2  mill ion since the Tories 

took office. 

The number of employees fell from 22.6 mil 1 ion in June 1979 

to 21 .1s/million 

self employed. 
r 

in September 1986 - a fall of 7 per cent. 

The Tories quote 	 of the a figure which i ncl ucles estimates 

21f_i iv, 

rlY. 
6. 	Manufacturing employment has fall en by 2.0 million 

Tories took off icey 

It fell from 7 1 mill ion in June 1979 to 

since the 

5.1 	mill iesn in 

December 1986 - a fall of 28 per cent . 
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7 	94 per cent of the jobs lost under the Tori es ha ve been i n 

the 'North'. 

The 'North' refers to all areas outside the Southern 

k triangle of the South East, the South West and East Anglia. 

The UK' s employment record under the Tori es has been the 

worst of the 7 major i ndustri al co un t r i es. t  
1(e)4s 	k.)  Employment fell by 7 per cent in the UK between 1979 and 

(e--OtPr-  198602 compared with falls of 3 per cent in France, 31/2  per 

kc\t)4- 	cent in West Germany and 1/2  per cent in Italy, and increases 

of 7 per cent in Japan and 71/2  per cent in both Canada and 

USA between 1979 and 1986 02. 

,ct: 
Output \\P 1°( \‘" /\ 6  

0\̀ ' -11,r-7, 	\\ 

Des pi te 	rth Sea oil GDP has grown m ore,,s 1 owl y under the 

Tori es than under any postwarqoverrune . \it 

GDP grew by an average of only 1.3 er cent a year between 

1979 and 1985, compared with e341 per cent a year between 

1974 and 1 	 I 9 i 

Ec)ncm ic growth i n the UK has been the sl owes t of the 7 	9-•-5‘17' 

7 ' 
m aj or i nd us t ri al co untri es under the Tori es n 

I 
Between 1979 and 1985 GDP grew by 	p 	cent in UK 

compared with 5.3 per cent in West Germany, 5.7 per cent in 

France, 6.2 per cent in Italy, 9.0 per cent in Canada, 9.8 Cetkl-V 

per cent in USA and 20.9 per cent in Japan. 

(1-1)Lt 
Manufacturing out pit is 6 per cent lower than when the 

Tories took office. 

In the 3 months to December 1986 manufacturing outpot was 

6.0 per cent lower than in 1979 02. 

c4-4  ‘99-7K( 

Investment 

12. Manufacturing investment is around one quarter lower than 

when the T or i es took of f ice . 

40:4 In 1986 04 the rate of 	manufacturing investment was 24.2 

, GAP 	per cent lower than in 1979. 

Pt4T4 ') 
c.c4t-s4°'r)- 
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13. Investment in the UK is the lowest of the 7 major industrial 

countries. 

In 1985, investment was 17.2 per cent of GDP in t1K, compared 

with 1 8. 2 per cent in Italy, 18.6 per cent in USA and Canada 

18.9 per cent in France, 19.5 per cent in c•ermanv and 77.5 

per cent in Japan. 

The bal ance of payments 

\.// 
The UK had a manufacturing trade deficit of £5.4 billion in 

1986. 

This compares with a £5 . 5 hi fl ion s ur pl us i 	1980)   

Manufacturing jprts exceeded exports for the first time 

ever in 1983. The Chancellor is for casting a deficit of £71/2  

billion for 1987. 

15. The UK's share of world manufacturing trade has fallen by 

. 	more than one fifth under the Tories. 	 (4 . 1  
Lc 	 V 0-1 

Our 	S ha r e in world manufacturing exports fell from 9.7 per 

.6z-u----i\-:42/ Tcent in 1979 to 7.6 per cent in 1986 - a fall of 27 per 
ei(N3A1 	cent. 	 - 	p.A.y LC-*-Ir in 

Imports of manufactures have increased their share of the 

British market by nearly one third under the Tories. 

Imports' share of the Bri tie>-manufact urinq market rose from 

27 per cent in 1979 to 35 per cent in 1985 - a rise of 30 

per cent. 

Despite the contribution of North Sea oil, the UK's balance 

of payments is now in deficit. 

The UK's balance of payments went into deficit in 1986 by 

£1.1 billion. 

North Sea oil contributed around £9 billion to the balance 

of reyments in 1986. 	• 

elz-je-k 44,-t 	•kat • 	1-,164,ei:pn 1-.AAk.) tarcpc4 
(fit "%AA o 



- 5 - 

Out f low of capital 

Over £1 00 bill ion has gone overseas since the Tories 

abol i shed exchange control s i n October 1979. 

(7

-- f.1 11 bill ion went abroad between 1980 and 1986. 	This is 

twice as much as the total amount invested in Britain's 

manufacturing industry over that period. 

0,1 _1-S el--Jit.N..) 06 CL,;-tu- 6( 	 4-;••tfr-v i71.41-.1, 

North Sea oil  

The government have recei ved over 130 bill icrl t ax revenues 

from the North Sea. 	 S .  I 	
(IS/ -9 to ill-Jzi.r, .t-10 

-144-ee, (4z)  
Between 1978/9 and 1985/6 they received 152.8 bill ion from 

the 	North Sea. 	This amount of money could have rlo 111,1 PO 

manufacturing investment or built 11/2  million new houses. 

I nf 1 at i on 

The UK's inflation rate is higher than that of our main 

competi tors . 

In December 1986/ inflation was 3.7 per /cent in the UK 

compared - wi th 2.1 per cent in France, 1.1 Vper cent in USA, 
- o•s  

minus 0.2 per cent in Japan and minus 1.1 per cent in West 

Germany. 	The aver age inflation rate of the 24 

industrialised nations was only 2.\ ., per cent. 

Ccanpany Liquidations 

The rate of company liquidations has more than trebled under 

the Tories.  

Company liquidations rose from 4,378 in 1979 to 11-, 	"27 in 

1986. 
 



• 
- Household debt 

The ratio of household debt to household income has risen to 

nearly 70% under the Tories. 

It has risen from 46% in 1979 to 68% in 1986 02. 
I 	 • /D 	k, Cio 

Iv 	11'4 cr0 "1:04. L (1:04 1‘  

Tax Bur den  Irk) t,--ra-Sut cia-tv dv," 	L.1/4/464 	 111.:%."  
h 

tot.&o ; 
S- 

Taxes have ri sen by 	bill.17.74- 	ion I n real terms under the 

Tories. 	14-71 — 	'CI - 

Britain's tax burden rose from /39 per cent of GDP in 1979 to 

44rper cent in 1985. ( Z 7 cJ 	Pi 	fs-c, , 

Even if the contribution from North Sea oil is excluded, 

taxation still rose over this period - from „efrper cent in 

1979 to 4/1,--per cent in 1985. 
3 4- 0./. 	01 -ro 

iritc-rb) 
A familiy on average earnings now pay more of their income 

in tax than when the Tories took office. 

For a family with 2 adults and 2 children on aver aae 

earnings the share of their income taken in tax rose from 

35.0 per cent in 1978/79 to 38.3 per cent in 1986 /87. 	Even 

if income tax is cut to 27 pence, the share will still have 

risen - to '?.6 per cent in 1987/88. 

The annual tax burden of the top 5 per cent of income 

earners has been cut by over 13. 6 Pill ion under the Ti es. 

Poverty 

The number of people receiv-i ng suppl enlent ary be ne f i t has 

more than doubled under the Tories. 

\. 	It rose from 2, 	256, OGO in 1978 	to 2r7-437r,--efte in 1986/7 - a 
3 	 4-\(11r-n\  (5c' rise of 119 per cent 

Womens' pay 

Women's average earnings are only 2/3 those of men. 

Aver age earnings were f_1,35 /week in 1986 for women  compared   

I with .003/week for men 
0 
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Trade  and Industry 

f al 1 of 4. 7 per cent . 
DO'S" 10.11:0,-N 
170.i 	; 

• 

Imports 

the Tories. 

The number of 

1979 to 606 in 1986 

sç 

£00  
ships over D 't onnes 

- a fall of 54%. 

Nika_4-0-/ d•-11 

they did in 1979. 
 

materials by 

by 	6 per cent, textiles a /1 e/re-,) 

and construction by 4 per cent 	' 

2_ Car production has fallen by one seventh and vehicle 

production by nearly one third under the Tories. 

The number of cars produced fell from 1, 223, 000 in 1978-9 to 

1, 048, 000 in 1985 - a fall of 14. 3 per cent . 	The number of 

buses produced fell from 22, 600 in 1a7P 

a fall of 30.5 per cent. 

to l, inn in 1 084 - 

3. 	Frei ght has fallen by 5 per cent under the Ti es. 

The number of freight tonne miles fell from 1, 82 5 million in 

1. 	Many i ndustri es now produce less than 

Output of metals fell,by 24 per cent, bu i 1 di na 

13 per cent, engineering 

clothing by 15 per cent 

between 1979 and 1986 02. 

Out  

- 

740 million in 1985 - 
1,Iosc 	 11.71 
1 : -701 rt,ilLo, 1'1%c 

merchant fleet has fallen by more than half under 

1 979 to 1, 
frcji,r 

4. Britain's 

gross fell from 1,305 in 

5. 	In many sectors there has been a sharp increase in the share 

of the market supplied by imports under the Tories. 

Between 1979 and 1985 met al imports i ncrea,serl• tAie i r shabz‘-; 
4.5 	 1-f 

from 29 per cent to 39 per cent , chemical s from 30 per cent 

to
7 

 40 per cent, mechanical 
‘.  

engi neer i ng from 2c) per cent-  to 

37 per cent, electrical Lrizaii,itrer i na from 31 per cent to 47 

per 	cent, moto1
.71)

rs  f rom 35(14e r cent to .5er-per cent , ot 	co) 
V1  

transport from 41(76)per cent to 46 per cent, textiles from 12.17'0 

per cent to 44 per cent and clothing from 29 per cent to 36 

per cent. 
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Appendix 2 	 Social Statistics  

Housebuilding 

1. /Under the Tori es the number of houses buil t has been 30 per 

cent 1 ow er than under the 1 as t Labour government , and the 

- number of council ho us es 50 per cent lower . 

The number of housing completions fell from an annual 

average of 300,000 from 1974-9 to 21 0, 000 from 1979-86. 

Council house completions fell from an annual average of 

100, 000 from 1 974 -9 to 50, 000 from 1979-86. 

Hos pi tal s 

The number of hospital beds available in England has fall en 

by m or e than 10 per cent under the Tor i es. 

It has fallen from 361, 798 in 1979 to 325, 487 in I 98c 	a 

fall of 10.0 per cent. 

Prescr i pti on char ges  

Pres or 1 pt i on char ges ar e 12 times hi gher than they wer e i n 

1979. 	 6 ii.Ce 	ILA tcryi) 

They have risen from 20p in 1979 to £2 . 40 in 1987. 

Crime 

Crime has risen by more than 40 per cent under the Tories,, ( LLJ  

The number of notifiable offences rose from 2, 537, 000 in 

1979 to 3, 612, 000 in 19 85 - a rise of 42 per cent. 

Educat i cn 

School meal pr i ces have soared , and the number of chi 1 dr en 

taking school needs has fallen by over one fifth. 

The price of school meals has risen from the standard 25p in 

1 97 9 to an aver age 63p in non Labour controlled local 

education authorities. The number of children taking school 

meals has fallen from 64 per cent in 1979 to only 50?., in 

1986. 
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6. University funding has been cut by over a tenth. 

Funding has been cut by 11 per cent si nce 1979. The number 

of first degree uni vest t y places has been cut by 9,000 since 

  

1981. 	There has teen a loss of 4,400 

non academic, posts 

sk-f( 's1--`ta crif--csC 
ot) 

—zoo  

a cadem i c, and 2,800 
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