.
i
\
< g k . 3
i 79 - -
i " » 3
e s ( , . " = é
- - p o ey . -
L g
s " i M s L RIAAE e & rvim T8 -, L' RO " mgardb¥] /e i b x e
“
)
¥ :
B v &
. iy} F &
> 4
.
- o X . L
» ¥ o iy . - ‘ ol 3 - e ot 3 - T " e e
2 . K :
. L - » . )
% 2 e
2 3
I o R,




ERRAEE JORA T
[ illlrfIHMII




C.
o e
W@WWW

e
ME ‘Wm’w WY)‘\,@:W
(,me,\am
2, Robed ‘
<} ijane
WMW\J@J | 42@5“77
: , B v‘?l’w“@L avja:j
MPR@&WGM 2
MP{‘:V’\'IL@ W"b‘j b«;t/

) We
gt the BAC tape of
chadtt b neat wLW

Afif

2% .2,



British Embassy
3100 Massachusetts Avenue NW Washington DC 20008
Telex Domestic USA 89-2370/89-2384

Telex International 64224 (WUI)/440015(ITT)
Telephone (202) 462-1340

Your reference

A P Hudson Esqg
Chancellor 'of the Exchequer's Office Our teferance
HM Treasury
pate 19 February 1988

PR

CHANCELLOR'S BUDGET BROADCAST

We spoke about your letter of 10 February and I sent you, by
fax, a few examples of the reporting here in the US about Britain's
successes.

25 As I mentioned on the telephone, although there is a fair

amount of reporting, in the specialist press, about particular British
companies, there is very little on macro-economic policy as such.

That which there is is very much based on the personality of the

Prime Minister.

T I attach a selection of cuttings, together with a note prepared
for Lord Young when he came here a few weeks ago. This is a pretty
typical selection of US reporting on the UK economy.

\m -

Encs. L
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FROM: A P HUDSON
DATE: 22 February 1988

MR PICKFORD cc Sir P Middleton
Mr Scholar
Mr Culpin
Mr 0Odling-Smee
Mr RI G Allen
M AYCNSEAT I an
Mr Bush
Miss C Ewvans
Mr Flitton
Mr Curwen
Mr Tyrie
Sir Antony Jay

BUDGET BROADCAST CHARTS

The Chancellor was most grateful for your 16 February minute. He
would be grateful if copy recipients could come to tomorrow's
meeting ready to comment on each chart. The Chancellor's own
shortlist is as follows: 1la, 2a, 3a, 5, 8a, 10b, 13, 14, and 15b.
Instead of 4, to show inflation and growth on the same chart, he

suggests you try superimposing 3a on 2a. For the broadcast, we
shall need 6 charts.

A P HUDSON
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. FROM: P J CROPPER
2 DATE: 23 February 1988

PAYMASTER GENERAL ‘// 7 cc Chancellor&——
f Chief Secretary
V/ Financial Secretary
Economic Secretary
Mr Tyrie
Mr Call

PAYMASTER GENERAL'S PRE-BUDGET SOUNDINGS — 22 FEBRUARY

Present: Paymaster General
Mr James Arbuthnot MP
Mr Timothy Devlin MP
Mr Alastair Goodlad MP
Mr Toby Jessel MP
Mr Michael Lord MP
Mr Tim Rathbone MP
Mr Graham Riddick MP
Mr Peter Cropper

Toby Jessel believed that, however many billion pounds we

had at our disposal, we should keep something carefully in
reserve - doubly now because of the NHS issue although he

would not say anything about NHS spending actually in the

Budget. Top income tax rates did not need to come down:
the enterprise economy was running well. We should keep
our powder dry for the next General Election. He would put

up tobacco duties quite a lot, but the idea of VAT on food

was anathema to him - dynamite, remember Peel.

Alastair Goodlad felt it was desirable to reduce tax rates.

He would abolish CGT, perhaps retaining a short term tax.
People did not understand the distinction between tax measures
in the budget and expenditure measures in the Autumn. He
would not necessarily advocate announcing more NHS expenditure
in the budget, but the texture  of the budget presentation

had to be caring.



Graham Riddick thought it was vital to reduce tax rates,

‘pecially at the top end. He would keep mortgage tax relief,
give tax relief on health insurance premiums, and take it
away from forestry. We should keep enough money up our sleeves
so that, come 1992, we have enough to compensate people in
areas like his (Colne Valley) for the effect of the Community
Charge.

James Arbuthnot felt this was the great opportunity for radical

reform. He would cut all the income tax rates, and change
CGT to a time-tapered basis as proposed by the Country
Landowners. He was worried about the half-way house in
taxation of husband and wife: women must not end up by being
discriminated against in any way. We must think much more

carefully about the effect of 1992 on food and drink prices.

Michael Lord felt prudence was the keyword. He would push

on with reducing direct taxation and simplifying it. We
must eliminate the tax benefits of 1living in sin. He was
attracted to the idea of enabling elderly people to remortgage
their homes. He was receiving two or three letters a day
from worthy Suffolk Conservatives who were worried about
the NHS. He felt VAT on food would be a total disaster.

with the family much i

mind. We must not depress the level of welfare benefits.
Child benefit must be treated better than in the past: some
elderly people are very resentful of the withdrawal of eg
rate rebates. We must show we are caring both in words and
deeds. He hoped it would be possible to be kind to the arts
lobby. On VAT he thought we should be spreading the coverage,
not containing it. There was ludicrous social reasoning
behind the present policy. Without the 1979 increase in
VAT we would not be where we are in budgeting terms: we

should move gradually forward to charging VAT on food.



g!;mothy Devlin would put VAT on books and newspapers, and
e felt we could put a bit extra on petrol. He would welcome

lower tax rates, and we must sort out the taxation of married

women. We should 1limit MIRAS to one, or at most two,
allowances per home. We must improve housing benefit, and
the benefit regime generally for the very poorest. The

Chancellor should set a compassionate tone to his budget

&

P J CROPPER

speech.
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FROM: A P HUDSON \/ /
DATE: 23 FEBRUARY 1988

MR PICKFORD cc Sir P Middleton
Mr Scholar
Mr Odling-Smee
Mr Culpin
Mr R I G Allen
Mr A C S Allan
Mr Bush
Mr C Evans
Mr Curwen
Mr Cropper
Mr Tyrie

Sir Antony Jay

BUDGET BROADCAST: MEETING ON 23 FEBRUARY

i Y You and others discussed the charts and text for the Budget
Broadcast with the Chancellor yesterday.

Charts

2. After some discussion, 1t was decided that the following 5
charts should be used:

a. European league tables of output growth (on Chart la
attached to your 16 February minute) ;

b. Bar chart of GDP levels (Chart 2 a);

c. Line chart of RPI inflation (Chart 3a);

d. Chart 3a superimposed on Chart 2a, which you circulated
at the meeting. This would be tricky to get right. But
the message was excellent. To make it clear, intlation
should be shown in a thick red line, with the GDP bars

in blue.

e. Real take home pay (Chart 14).



Montage

3. No final decision was taken on whether to include the
montage. Sir A Jay and others would draft a passage to fit
the best headlines, and the Chancellor would then decide whether
to include it or not. The appropriate headlines were: "L'economiec
britannique en plein boom", "Mehr Investitionen im Ausland",
"The British Revivial" (from a Japanese newspaper), a suitable
American headline, and "Here's to success in '88" (from the

Daily Mirror).

Text

4. The Chancellor decided to open the Broadcast with a point
about the Budget itself.

55 The passage on unemployment would need to be changed slightly,

since there would now be no graph.
Ges The Chancellor thought that "weathering the storm" could
be a useful additional theme for the peroration, but he would

think further about this.

et There were also a number of drafting points, which I have
taken in on the attached redraft of the text.

Next Steps

8i. I should be grateful if you and Mr Curwen could let Mr Flitton
have a set of the agreed charts. He will then take forward
liaison with the BBC.

9 I shall liaise with Sir A Jay about the necessary redrafting
of the text.

10. The Chancellor would find it helpful to have the video



of the charts a couple of days in advance of the next meeting,
if at all possible, so that he can reflect on the charts beforehand.

A P HUDSON
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FROM: A P HUDSON \
DATE: 24 February 1988

cc Sir P Middleton
Mr Scholar
Mr Odling-Smee
Mr Culpin
Mr R I G Allen
Mr A C S Allan
Mr Bush
Miss C Evans
Mr Flittegn
Mr Curwen
Mr Cropper
Mr Tyrie
Sir Antony Jay

BUDGET BROADCAST: MEETING ON 23 FEBRUARY

The attached redraft of the text of the Broadcast should have been

attached to my minute of yesterday.

Apologies.

A P HUDSON
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CHANCELLOR'S BUDGET BROADCAST: MARCH 15 1988

Draft of 23 February

SECOND DRAFT

[If you read the paper every day, or hear the news every evening on
radio or television, it's very hard to grasp what's really
happening to Britain's economy. I don't mean this as a criticism
of journalists and broadcasters: it's their job to tell u=s what's
new today, and to make it as dramatic as possible. But tre economy
of a great industrial nation moves slowly. Nothing much cXzanges in
a day, or a week for that matter. So] if you want to unde:-stand it,
you have to step back and take a wider view. And if you do that,
you see something quite remarkable. Something unknowz 1in this

country for X years.

CAPTION 1. Bar chart The key measure of any

GDP from 1970. country's economic

 Reveal bars progressively achievement is t-els' GEOSS
from left as indicated Domestic Product: its total
by narration. output. If you go back to
1970, you see how 3Britain's
output rose to & peak 1in
1973, then dropped cack, then
rose to another peax in 1979,
then dropped aga:in. But
since 1981 we have had seven

successive years of

uninterrupted growtz.
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That's an astonishing record in itself. But there's something that

makes it even more astonishing. Because side by side with this

phenomenal growth in output there has been a dramatic fall in

inflation.

CAPTION 2. Bar chart.
Inflation from 1970.

Reveal as for caption 1.

Again you have to go back to 1970 to
see the fill picture. It rose to a
terrible ceak - nearly 25% - in 1975,
then it fell1 back, then it rose to
another csak in 1980. But since then
it has <Zallen dramatically, until
it's dowm to the lowest levels for

20 years.

Those :wo charts are tremendously sig=ificant. But you only see

their real significance when you put +-2 two of them side by side.

CAPTICN 3. Bar chart.
GDP piu=s inflation.
GDP agcears first,
inflation bars animate
alongside

as inéicated by narration.

T-en you see that inflation
wzs always the spectre at the

fzast. The peak in 1973 was

"

id for by the inflation of

e

2574 and 1975. The peak of
379 was paid for by +the
inflation from the end of
2378 up to 1980. In other
words it couldn't last.

Inflation always killed it.

LA PP



In fact, that had been the story of what was called the British

disease for many years before 1970. But look at the story since

1980.
CAPTION 3 cont'd. Year after year of steadily rising
Animate as before. output. But for the first time,

inflation actually falling, and
falling dramatically, while output
rose. And that is the picture that
really tells the story of Britain's

extraordinary success.

There's no mystery atout how we've done it., - It's the rgsult.of-a
consistent economic policy over nine years. A commitment to
controlling intlatieny, removing the shackless on business
enterprise, and liberating the creative energy of the British
people. It means letting people keep as much as possible of what
they earn. And if you look at what that means for a married man on

average earnings with two children, you can see the result.

CAPTION 4. Bar chart. Take home pay corrected for
Real take home pay. inflation, bumped up and down
Reveal from left through the stop-go years. But
with narration. since 1981 it has risen year after

year [until now it's at an all time

high.]



The toughest problem of all was unemployment. Lots of people urged
us to pump money into the economy to create jobs. But that would
simply lead to inflation as it always did in the past. That was why
growth always collapsed after a few years. So we stuck to our guns.

We xnew that sustained growth was the only lasting solution to

unexployment.

CA>T”ION 5. GRAPH And now you can see the
Fall in unemployment over result. Adult unemployment
the past 2 years. started falling in the autumn
Anizate with narration. of 1986. It's fallen every

month since then, a total of
600,000, the largest

sustained fall since the War.

In zhe last year alone, it's fall=n by half a million. That s
fasz:er than any other major industrZal country. And it has fallen
in svery region. There's still & long way to go, but it's very

clzzr that we're going in the right direction.

Tr:s tremendous turnaround in our fortunes has transformed our
stz=ding in the world. If you lock at the European growth league

tz-les you can see why.

Cz>TION 6. In the ten years from 1960 we
cropean growth league. were bottom of the table. 1In
Revzal with narration. the 1970s we were still

bottom of the table. But 1in
the 1980s we're top of the

league.

Bt ¢
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It might be putting it a bit too strongly to say that we've become
one of the economic wonders of the world, but if you read what other

countries are saying about us you might get that impression.
(Foreign press seguence to follow).

So that's the backs-ound to this year's budget. [And it's a budget
which carries on tze same policies that have brought us to this
enviable position: control spending, liberate enterprise, reward

effort, and suppor: those who can't support themselves.]

BUDGET MEASURES SEQUENCE

It's been a happy =nd a proud story I've been able to tell you this
evening, but it dcesn't mean we can all relax. We con't control the
world economy, but we're very much a part of it. 5o we have to be
prepared for storzs ahead. That's why we have to xeep the British
economy strong ani sound. It has taken nine years to get us to
where we are, nine years of determined effort and successful
enterprise. But z return to the high-spending, money-printing days
of the sixties and seventies could destroy it all in a few months.
That's why we have to hold to our course and keep @ firm hand on the
reins. But so lozmg as we stick with the policies that have served
us so well these tast nine years, we can look forward to a level of
security and prosperity for ourselves and our children that is

higher than any oI us has ever known.

-
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950 words (ie 7 minutes)

Excluding Foreign Press sequence and Budget measures.
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MISS M P WALLACE
24 FEBRUARY 1988

CHANCELLOR

BUDGET DAY : GUEST SEATS

On Budget Day, you will as usual have a total of 17 seats
available, besides the Official Box. This will consist of:

(1) 4 seats in the Distinguished Strangers.Gallery
(ii) 4 seats in the Sgsakers Gallery
(iii) 1 seat in the Uncsr Gallery
(iv) 8 seats in the Ezst Gallery.
A% The Speaker's Office provide (i) and (ii), while the
Admissions Order Office provide (iii) and (iv). The Financial
Secretary, who presents ths FSBR, receives separately 2 ==zats of

his own in the Gallery (East Side).

Allocation

3 I attach a list of guest seat allocations over the past 3

years.

4. In the Distinguished Strangers Gallery (DSG), 2 seats usually

- Mrs Lawson Uswally sivs raere amel
go to the Governor and the Deputy GovernoLZEnd last ye€ar Tom sat

there too. In previous years you have given the Government Broker

a seat in the DSG, but las:t year he sat in the Speaker's Gzllery.

Se The Speaker's Gallery tickets have largely been occ:cpied by

Ministers' wives in recent years. The Financial Secretary's wife



usuzlly takes one of his two tickets, which leaves you to offer
seats to the other two Ministers' wives. This leaves two seats to

dispose of as you wish.

6. If we are following tradition, the Under Gallery seat would go

to Jonathan.

7 Of the seats in the East Gallerv, one is normally allocated tc

Tony Christopher and three to your Special Advisers. This leaves
4 tickets to be allocated entirely =s you wish, with no precedents
to worry about. Could you please l=t us know who you would like tc
invite, plus a list of possible res=srves (in order of preference).
I =ttach a minute from Peter Cropper recording a bid frox

Lord Bruce-Gardyne.

g I would be grateful if you could indicate your choice of
gues=ts on the final column of Annex A, plus a reserve list.

P

MOIRA WALLACE
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Distinguished Strangers' Gallery

1985

Governor

Deputy Governor
Mrs T Lawson
Govt Broker

Speaker's Gallery
1985

Mrs Stewart
Mrs Rees
Mrs Hayhoe
Mrs Lilley

Under the Gallery

1985
Margaret O'Mara

Special Gallery East
1985

Tony Christopher
Peter Cropper

Rodney Lord

Howard Davies

Miss Thomasina Lawson
Mrs V J M Bate

David Baillie
Caroline Roberts

1986

Governor

Mr George
Mrs Lawson
Govt Broker

1986

Mrs John MacGregor
Mrs Ian Stewart

Sir Martin Jacomb
Mr Godfrey Chandler

1986
Tony Kuczys

1986

Tony Christopher
Peter Cropper
Rodney Lord

Howard Davies

Miss Horatia Lawson
Mr Paul Hyde-Thomas
Mr Anthony Jay

Mr / Mrs Hannigan

l987*

Governor

Deputy Governor
Mrs Lawson

Tom Lawson

1987

Mrs John MacGregor
Mrs Ian Stewart
Sir Martin Jacomb
Mr Nigel Althafas

1987

Tony Kuczys

1987

Peter Cropper

Andrew Tyrie

Alastair Ross Goobey
Mr Tony Christopher
Eddie George

Miss Nigella Lawson
Miss Caroline Roberts
Cathy Ryding

* NB we weve Aocaied
o oud it onal seatiote
W e day  hrvew G
QA dpon -

1988 proposals

Governor
Deputy Governor

Mrs Lawson
2

1988 proposals

Mrs Major Grovt. 2

Mrs Lilley //// Broler
: £

?

1988 proposals

Jonathan Taylor

1988 proposals

Peter Cropper

Andrew Tyrie

Mark Call

Mr Tony Chr istopher
2

<
?

2
ReserveS
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‘ From: Nigel Forman.
DF%J\‘ \\ 25th February 1988,
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To: Chancellor. (“UﬁJ/
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Pre-Budget Soundings, 24th February.

1. You asked me to do a brief note of the points made by the
back-benchers who offered their views at the meeting yesterday.

2. Sir Bernard Braine suggested that double mortgage tax relief
for unmarried couples living together should be ended and made a
plea for more money for the N.H.S. at the appropriate time.

Robin Maxwell=Hyslop said that more money should be put into the
N.H.S. even at the expense of further income tax cuts. There was
also a need to do more to help industries which consumed a lot of
electricity (e.g. paper-making) and to spend more money on improving

| minor roads. He wanted to see the £25,000 limit on the resettlement

allowance raised. He also wanted the pension limits raised from
two thirds to three quarters of final earnings in the case of
occupational pensions.

Tim Raison suggested raising the ceiling on mortgage interest tax

relief and confining such relief to one per couple or one per
household. He wanted help in the Budget for couples where the wife
stayed at home (single transferable allowances?) and advocated real
increases in excise duties on health grounds. He said the Government
could not duck the health issue and suggested that the Review Body
recommendations should be met in full and fully funded by central
Government. He also urged that extra London weighting should be
extended to areas of the South-East outside London and should be
financed by central Government.

Sir ITan Lloyd said that it would be important in presentational
terms to get across the idea that the N.H.S. did not have an
auvtomatic prior claim to any extra public funds which might be
available., He added that Ministers should draw attention to the
W.H.O. study which pointed out that all advanced countries now faced
problems in paying for health care and to the 0.T.A. studies on
behalf of Congress which highlighted the rising costs of medical
technology. He argued for more funds for the Science budget and
contrasted what he saw as underfunding there with the ease with
which the Coal Board appeared able to get more from the Government.

Sir Geoffrey Finsberg agreed with Robin Maxwell-Hyslop about the

need to raise the pension limit above two thirds of final earnings
and with Tim Raison that the N.H.S. pay awards should be fully funded
by central Government. However, he did not favour more money for

the N.H.5. now. He was opposed to the imposition of VAT on books




and newspapers, he favoured maximum income tax reductions this time
and suggested a tax on credit cards as a possible source of extra
revenue.,

Sir George Young said the public does not understand the imperatives
of the Treasury's fiscal calendar and it needed further explanation
as to why public expenditure decisions on the N.H.S. could not be
taken/announced at the time of the Budget. He was worried about
the political effect of a Budget "for the rich" being followed just
a few weeks after by social security changes which would hit the
nearly poor, He said that many of London's public services (e.g.
the underground) were under strain and short of money and he
advocated finding ways of channeling more private money into public
projects, as was done with Housing Associations and the Dartford
Crossing.

Sir Geoffrey Pattie urged that charitable giving should be further
encouraged by allowing all individuals to deduct such expenses from
their taxable income. On the presentational problem of the N.H.S.
he urged that the pay awards should be funded in full by central
Government. He also argued for a larger science budget to help us
stay in some worthwhile international projects and for a more
generous E.F.L. for the electricity supply industry to reduce the
size of future price rises, especially for major industrial users,

Robert Rhodes James was in favour of a further cut in the basic rate
of income tax, the raising of the thresholds for Inheritance Tax and
some further alleviation of Capital Gains Tax. He said that people
in his constituency were increasingly worried about the effects of
the Housing Bill and he was not sure that the science budget had been
increased in the right areas.,

Sir Eldon Griffiths called for a bold and strong Budget. He favoured
sizeable cuts in income tax and advocated tax relief for »nrivate
health contributions for the retired (the Goodhart schemes. He was
worried about rising pay settlements and suggested increasing the
attractionsgef Profit Related Pay to off=-set such trends. He wanted
to ensure the success of steel privatisation when it came along (but
did not indicate how), he wanted to be tough on the N.H.S. issue,
and he suggested changing Treasury financing rules to make possible
the private financing of roads and motorways.

Sir John Farr said the taper and cut-off for the capital sum allowed

before losing social benefits worried him and his constituents were
angry about unmarried couples and groups claiming multiple mortgage
tax relief on one house. He added that we should continue to cut
both the standard and the higher rates of income tax.
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FROM: A C S ALLAN
DATE: 26 FEBRUARY 1988

MR CROPPER

PRE-BUDGET SOUNDINGS

The Chancellor would be grateful for your views on the points
marked at)(on Mr Forman's minute below.

A C S ALLAN ¥
ENC
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FROM: A P HUDSON
DATE: 2 March 1988

MR PICKFORD cc Sir P Middleton
Mr Scholar
Mr Odling-Smee
Mr Culpin
Mr R I G Allen
Mr A C S Allan
Mr Bush
Miss C Evans
Mr Flitton
Mr Curwen
Mr Cropper
Mr Tyrie

BUDGET BROADCAST: FOURTH DRAFT

I attach the latest draft of the Budget Broadcast. The Chancellor
has decided to drop the idea of a montage, and to reorder the charts
slightly. He has amended the text for the captions, and will do

further work on it in due course.

A P HUDSON
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Draft of 29 February

CHANCELLOR'S BUDGET BROADCAST: MARCH 15 1988

FouRTH

\~ —~FHIRD DRAFT

[Opening Section]
CAPTION 1. Bar chart

GDP from 1970.

Reveal bars progressively
from left as indicated

by narration.

@F

That's an

astonicshing recor

makes it even more astonishing.

phenomenal growth
inflation.
CAPTION 2. Graph.

Inflation from 1970.

Reveal as for caption 1.

i1

in output there has been a dramatic fall

See bk, SOl )

wey ( measure of

country's

The any
economic
achievement iSn\:ﬁﬁh——GfeﬂS

i its total
V\a.\'rwﬁ) 3 >

(:Eﬁgput. 1f you go back to

1970, you see how Britain's

output rose to a peak in
\

1973, then/éropped back, then

rose to another peak in 1979,

B
then /Gropped again. But

e

since 1981 had seven

successive years of

uninterrupted)growth.

But there's something that

in itself.
Because side by side with this

in

Again}you have to go back to 1970 to

see the full picture. It rose to a

terrible peak - nearly 25% - in 1975,
then it fell back, then it rose to

another peak in 1980. But since then

1\
it's
e==hrgs fallen dramatically, -

éﬁown to the lowest levels for

20 ygérs.

s



. Those two charts are tremendously significant. But you only see

their real significance when you put the two of them side by side.

CAPTION .3.°' Bar chart., Then you see that inflation

GDP plus inflation. was always the spectre at the

GDP appears first, feast. The peak in 1973 was

inflation graph animates paid for by the inflation of
17 _a

alongside PPV PR |« -~ peak of

as indicated by narration. 1979 was paid for Dby éﬁ;

4978 uE o080 . In other

words F™ 4 couldn't last.

Inflation always killed it.

In fact, that had been the story of what was called the British

disease for many years before 1970. But look at the story since

1980.

CAPTION. 3 cont'd. Year after year of steadily rising

Animate as before. output. But.. for..the =first -stime;
inflation actually falling, and
falling dramatically, while output
rose. And thaeslt the picture that
rcally tells Lhe story of Britain's
Neo —m_ )

success.
There's no mystery about how we've done it. TIt's the result of a
consistent economic policy over nine years. zif commitment to

controlling inflation, removing the shackles on business

enterprise, and 1liberating the creative energy of the British

people. It means letting people keep as much as possible of whét



they earn. And if you look at what that means for a married man on

average earnings with two children, you can see the result.

CAPTION 4. Graph. Take home pay, corrected for
Real take home pay. inflation, bumped up and down
Reveal from left through the stop-go years. But
with narration. since 1981 it has risen year after

year until now living standards are
way above whewe they've ever been
before.
The toughest problem of all was unemployment.][ééts of people urged
us to pump money into the economy to create jobs. But that would
simply lead to inflation as it always did in the past. That was why
growth always collapsed after a few years. So we stuck to our guns.

(o~

We knew that a strong economy was the only lasting solution to

unemployment. ?

| e ) E o A
M“-" AU neA W coT iV . 4T

It took time, but now we{are reaping the reward. Uncmployment
L2 :

started falling in the summer of 1986. It's fallen every month

since then, a total of 650,000, the largest fall since the War and
faster than any other major industrial country. And it ﬁéé falilen
in every region. There's still a long way to go, but it's very
clear that we're geing in the right direclion. And today's

measures will help us further along the fééd.

BUDGET MEASURES SEQUENCE



It's been a happy and a proud story I've been able to tell you this
evening. The story of a transformation of Britain's fortunes which
has also transformed our standing in the world. If you look at the

European growth league you can see how.

o IRAL N Y, L g § B
n e oo we
S

/"l
were\ bottom of theV¥tabl n
European growth league.
e

the 1970s w were still

Reveal with narration.

bottOﬁugf the table. ”ﬁgt in
. VE St ye - e o

the l9§6§‘¥&ﬂ4ﬁi:t6§ffﬁ the

league.

All the same, it doesn't mean we can alﬁ#elax. We don't control the
world economy, but we're very much a part of it. So we have to be
prepared for storms ahead. That's why we have to keep the British
economy strong and sound. If it hadn't been so strong, the oil
price collapse, or the coal strike, or the stock market collapse,
could have caused us terrible damage. Instead, we sailed through

them virtually unscathed.

It has taken nine years to get us to where we are, nine years of
detégﬁined effort and successful enterprise. But a return to the
high-spending, money-printing days of the sixties and seventies
could destroy it all in a few months. That's why we have to hold to
our course and keep a firm hand on the reins. But so long as we
stick with the policies that have served us so well these past nine
years, we can look forward to a level of security and prosperity
for ourselves and our children that is higher than any of us has

o e
RO

ever known.



ph84

CONFIDENTIAL

Draft of 29 February

BUDGET BROADCAST: DRAFT OPENING SECTION

Once upon a time, governments used to believe that it was
their job to balance the# budget: not to spend any more
than they could raise from taxes. But taxes aren't

popular. So governments found a clever way out. They

borrowed. Yrﬁaf“ﬁéﬁnt they ¢ould spend _more. But it also

Obviously a small amount of borrowing doesn't matter

) - Sevahts,
much. The trouble is, it's addictive. il —

Al

For nine years this government has fought to free Britain

bt e
from that terrible <cancerr. nd the result is that
Ohbv ey Séted k- Shuee ’L ; ';01/
tondlght.,. ok i i i p
o Chanedln .

€haneeddor can tell you, with-pleasure-and-—pLides that

once again Britain has a balanced budget. Fast—yeai—iive



Balancing the budget hasn't been easy and it hasn't

always been popular. But iﬁ—@en&uﬂég;&n with all our

2.0
measures to liberate initiative and reward enterprise, it
r o 1/\
A (T4

has produced results for Britain.
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[Opening Section

CAPTION 1. Bar chart The best, single measure Of
GDP from 1970. any country's economic
Reveal bars progressively achievement is its total
from left as indicated national output. I.E yiousgio
by narration. back to 1970, you see how

Briitain's «output i rose: tai"a
peak in 1973, then it dropped
back, then it rose to another
peak in= 18979 and “ithen ="t
dropped again. But since
1981 we've had seven succes-
sive years of uninterrupted
economic growth.

That's an astonishing record in itself. But there's something that
makes it even more astonishing. Because side by side with this
% growth in output there‘Sbs been a dramatic fall in

inflation.

CAPTION 2. Graph. Again, you have to go back to 1970 to
Inflation from 1970. see the full picture. It rose to a
Reveal as for caption 1. terrible peak - nearly 25% - in 1975,

then it fell back, then it rose to
another peak in 1980. But since then
it's fallen dramatically, down to

the lowest levels for 20 years.

\



Those two charts are tremendously significant. But you only see

their real significance when you put the two of them side by side.

CAPTION 3. Then you see that inflation
GDP plus inflation. was always the spectre at the
GDP bars appear first, feast. The peak in 1973 was
inflation graph animates paid for by the inflation of
alongside 1974 and 1975. The peak of
as indicated by narration. 197.9F “was-'paid - for byiFthe

inflation that surged again
up. to 19805 In other words
the growth couldn't last.

Inflation always killed it.

In fact, that had been the story of what was called the British

disease for many years before 1970. But look at the story since

1980.

CAPTION 3 cont'd. Year after year of steadily rising

Animate as before. output. But- for the " first  time,
inflation actually falling, and

falling dramatically, while output
rose. And that's the picture that
really tells the story of Britain's

new-found success.

There's no mystery about how we've done it. 1It's the result of a
consistent economic policy over nine years. A commitment to
controlling inflation; removing the shackles on business
enterprise, and liberating the creative energy of the British

people. It means letting people keep as much as possible of what

2



they earn. And if you look at what that means for a married man on

average earnings with two children, you can see the result.

CAPTION 4. Graph. Take home pay., corrected for
Real take home pay. inflation, bumped up and down
Reveal from left through the s?op—go years. But
with narration. since 1981 is—has risen year after

yeag until now living standards are
way above what they've ever been
before.
L N (‘f’Nr ~ ¢ FN~ Jb‘
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4hI‘he toughest problem of all was unemployment. [Lots of pegpfgﬁ(nj

LE. thok | B eward. Unemployment

started fall falle ry month
the largest fall since the War and

r major industrial country. And it has fallen

‘KThere's still a long way to go, but it's wesy NIND

that—welre® going ' in: -the right ' direction. And today's

BUDGET MEASURES SEQUENCE



I've been able to tell you this

wi )

The sto¥y of a transformation of Britain's fortunes which

has also transformed our standing in the world. If you look at the
Emon -
EuropéEﬁTE?owth league you can see how.

CAPTION 5. In the nineteen-sixties we
European growth league. were right at the bottom of
Reveal with narration. the league table. In the

1970s we were still bottom of
the table. But in the 1980s
we've been right at the top
of the league.
Yk an)
All the same, it doesn't mean we can relax. We don't control
‘the world economy, but we're very much a part of it. So we have to

be prepared for storms ahead. That's why we have to keep the

British economy strong and sound. If it hadn't been so strong, the
0oil price collapse, or the coal strike, or the stock market
collapse, could have caused us terrible damage. Instead, we sailed

)
through Lhem<§irtually unscathed.

‘ It has taken ninme—years to get US to where we are, nine years of ‘T
g |
N~

all in a few monthsJ That's why we have to hold to

\Epuld destroy

our course and keep a firm hand on the reins. But so long as we
stick with the policies that have served us so well these past nine
years, we can look forward to a level of security and prosperity
for ourselves and our children QSS:Z;& higher than any of us has

ever known.
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BUDGET BROADCAST: DRAFT OPENING SECTION

Once upon a time, governments used to believe that it was
their job to balance their budget: not to spend any more
than they could raise from taxes. But taxes aren't
popular. So governments found a clever way out. They
borrowed. That meant they could spend more. But it also
meant that they were loading interest payments on future
years, and future generations. In a way they were taxing

our future.

Obviously a small amount of borrowing doesn't matter
much. The trouble is, it's addictive. And by the mid-
1970s Britain was seriously hooked. E;o much so that
borrowing was Sg%rly 10 per cent of the nation's total

h)
output. Today, that would represent forty fﬁﬁfﬁﬁﬁ;

poundsil

For nine years this government has fought to free Britain
from that terrible burden. And the result is that
tonight, for the first time in nearly 20 years, I as
Chancellor can tell you, with pleasure and pride, that

once again Britain has a balanced budget. Last year the



figure for government borrowing was nil. And that's

where I intend to keep it.

Balancing the budget hasn't been easy and it hasn't
always been popular. But in conjunction with all our
measures to liberate initiative and reward enterprise, it

has produced spectacular results for Britain.
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CAPTION 1. Bar chart

GDP from 1970.

Reveal bars progressively
from left as indicated

by narration.

That's an astonishing record in itself.

makes it even more astonishing.

phenomenal growth 1in output

inflation.

CAPTION 2. Graph.
Inflation from 1970.

Reveal as for caption 1.

T
4
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T: MARCH 15 1988

The best, single measure of
any country's economic
achievement is its total
national output. If you go
back to 1970, you see how
Britain's ‘outpuk . rose -to- a

peak in 1973, then it dropped

back, then it rose to another

peak in 1979,and then 1t

dropped again. But -since
1981 we've had seven succes-
sive years of uninterrupted

economic growth.
But there's something that
Because side by side with this

there has been a dramatic fall 1in

Again, you have to go back to 1970 to

see the full picture. It rose to a

terrible peak - nearly 25% - in 1975,
then

it fell back, then it rose to

another peak in 1980. But since then

it's fallen dramatically, down to

the lowest levels for 20 years.

\
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Those two charts are tremendously significant. But you only see

their real significance when you put the two of them side by side.

CAPTION 3. Then you see that inflation
GDP plus inflation. was always the spectre at the
GDP bars appear first, feast. The peak in 1973 was
inflation graph animates paid for by the inflation of
alongside 1974 and. 1975. The peak of
as indicated by narration. 1979 was paid for by the

inflation that surged again
up to 1980. In other words
the ' growth - couldn't “last.

Inflation always killed it.

In fact, that had been the story of what was called the British

disease for many years before—1979. But look at the story since

1980.
CAPTION 3 cont'd. Year after ycar of steadily rising
Animate as before. output. Buts sfors the,  first  time;

inflation actually falling, and
falling dramatically, while output
rose, And that's the picture that
really tells the story of Britain's

new—-found success.

There's no mystery about how we've done it. 1It's the result of a
consistent' economic policy over nine years. A commitment to
controlling inflation, removing the shackles on business
enterprise, and liberating the creative energy of the British

people. It means letting people keep as much as possible of what

9



they earn. And if you look at what that means for a married man on

average earnings with two children, you can see the result.

CAPTION 4. Graph. Take home pay, corrected for
Real take home pay. inflation, bumped up and down
Reveal from left through the sgop—go years. But
with narration. since 1981 ft—&as risen year after

year until now living standards are

way above what they've ever Dbeen

before.
The toughest problem of all was unemployment. [Lots of people
urged us to pump money into the economy to create jobs. But that

would simply lead to inflation as it always did in the past. That
was why growth always collapsed after a few years. So we stuck to

our guns. We knew that a strong economy was the only lasting

solution to unemployment.]

It took time, but now we are reaping the reward. Unemployment
started falling in the summer of 1986. It's fallen every month
since then, a total of 650,000, the largest fall since the War and
faster than any other major industrial country. And it has fallen
in every region. There's still a long way to go, but it's very
clear that we're going in the right direction. And today's

measures will help us further along the road.

BUDGET MEASURES SEQUENCE



a
Qt's been a happy and a proud story I've been able to tell you this
evening. The story of a transformation of Britain's fortunes which
has also transformed our standing in the world. If you look at the

European growth league you can see how.

CAPTION 5. In the nineteen-sixties we
European growth league. were right at the bottom of
Reveal with narration. the league table. In the

1970s we were still bottom of
the table. But in the 1980s
we've been right at the top

of the league.

All the same, it doesn't mean we can all relax. We don't control
the world economy, but we're very much a part of it. So we have to
be prepared for storms ahead. That's why we have to keep the
British economy strong and sound. If it hadn't been so strong, the
oil price collapse, or the coal strike, or the stock market
collapse, could have caused us terrible damage. Instead, we sailed

through them virtually unscathed.

It has taken nine years to get us to where we are, nine years of
determined effort and successful enterprise. But a return to the
high-spending, money-printing days of the sixties and seventies
could destroy it all in a few months. That's why we have to hold to
our course and keep a firm hand on the reins. But so long as we
stick with the policies that have served us so well these past nine
years, we can look forward to a level of security and prosperity

for ourselves and our children that is higher than any of us has

ever known.
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BUDGET BROADCAST: MEASURES

DRAFT OF 2 MARCH

[... And today's measures will help us further along the

road.]

¥, Again, I've cut income tax, raising tax thresholds,
and cutting the basic rate by another twopence in the
pound, to 25 per cent, so that everybody has the maximum

incentive to give of their best.

2. That's the lowest rate since the War. We said we
would do it in our Election Manifesto, as soon as we
could afford it. And I've been able to afford it in the

first Budget after the Election.

37 These changes are worth nearly £5 a week to a

married man on average earnings.

4. I've also brought down the higher rates of tax. For
far too long, the tax system penalised our top managers,
and engineers, and drove many of them abroad. Now they
have every incentive to stay and work here, which means

stronger businesses and more jobs.



5a I'm also reforming the tax system, in particular to
give a fair deal for married women. At the moment, they
cannot have proper independence or privacy in tax
matters. And some couples can pay more tax simply
because they are married. I'm sweeping these nonsenses
away, and introducing a new system, of Independent

Taxation, which will start in 1990, as soon as the

necessary preparations are made.

6. Reforming taxes also sometimes means putting them
up, in cases where people aren't paying their fair share.
That's why I've doubled the tax on company cars. Lt
won't be popular, I know, but it's right, because at the
moment, people with a car pay far less than people who

get all their salary in cash.

7. I've also held down the tax on lead-free petrol, so
in future it shouldn't cost any more than ordinary 2-star
petrol. Wider use of lead-free fuel will help the

environment and our health.

8. This Budget gives us lower taxes and better taxes.
That's been an essential part of the economic success I
was talking about earlier. And it's only by having a
successful economy that you can afford better public

services.

9 In the autumn, I increased spending programmes by

£41 billion, including £700 million for the health



service. And because the economy's strong, we know we

won't have to reverse these increases, which is what

L%

{

happened to Labour when they were in office.
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BUDGET BROADCAST: FOURTH DRAFT

I attach the latest draft of the Budget Broadcast. The Chancellor
has decided to drop the idea of a montage, and to reorder the charts
slightly. He has amended the text for the captions, and will do

further work on it in due course.

A P HUDSON
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[Opening Section

CAPTION 1. Bar chart

GDP from 1970.

Reveal bars progressively
from left.as indicated

by narration.

That's an astonishing record in itself.

makes it even more astonishing.

phenomenal growth in output

inflation.

CAPTION 2. Graph.
Inflation from 1970.

Reveal as for caption 1.

The best, single measure of
any country's economic
achievement is its total
national output. If you go
back to 1970, you see how
Britaindstseutpuitisrose . to =a

peak in 1973, then it dropped

back, then it rose to another

peak in 1979 ,and then it

dropped again. But  since
1981 we've had seven succes-—
sive years of uninterrupted
economic growth.

But there's something that
Because side by side with this

there has been a dramatic fall 1in

Again, you have to go back to 1970 to

see the full picture. It rose tao a

terrible peak - nearly 25% - in 1975,

then it fell back, then 1t rose to

another peak in 1980. But since then

it's fallen dramatically, down to

the lowest levels for 20 years.

\



.hose two charts are tremendously significant. But you only see

their real significance when you put the two of them side by side.

CAPTION 3. Then you see that inflation
GDP plus inflation. was always the spectre at the
GDP bars appear first, feast. The peak in 1973 was
inflation graph animates paid for by the inflation of
alongside 1974 and 1975. The peak of
as indicated by narration. 1979 was paid for by the

inflation that surged again
up to 1980. In other words
the growth couldn't 1last.

Inflation always killed it.

In fact, that had been the story of what was called the British

disease for many years before 1970. But look at the story since
1980.

CAPTION 3 cont'd. Year after year of steadily rising
Animate as before. output. But for the  Eirst stime;,

inflation actually falling, and
falling dramatically, while output
rose. And that's the picture that
really tells the story of Britain's

new—-found success.

There's no mystery about how we've done it. 1It's the result of a
consistent economic policy over nine years. A commitment to
controlling inflation, removing the shackles on business
enterprise, and liberating the creative energy of the British

people. It means letting people keep as much as possible of what

2



’they earn. And if you look at what that means for a married man on

average earnings with two children, you can see the result.

CAPTION 4. Graph. Take home pay., corrected for
Real take home pay. inflation, bumped up and down
Reveal from left through the stop-go years. But
with narration. since 1981 it has risen year after

year until now living standards are
way above what they've ever been

before.

The toughest problem of all was unemployment. [Lots of people
urged us to pump money into the economy to create jobs. But that
would simply lead to inflation as it always did in the past. That
was why growth always collapsed after a few years. So we stuck to
our guns. We knew that a strong economy was the only lasting

solution to unemployment.]

It took time, but now we are reaping the reward. Unemployment
started falling in the summer of 1986. It's fallen every month
since then, a total of 650,000, the largest fall since the War and
faster than any other major industrial country. And it has fallen
in every region. There's still a long way to go, but it's very
clear that we're going in the right direction. And today's

measures will help us further along the road.

BUDGET MEASURES SEQUENCE



It's been a happy and a proud story I've been able to tell you this
vening. The story of a transformation of Britain's fortunes which
has also transformed our standing in the world. If you look at the

European growth league you can see how.

CAPTION 5. In the nineteen-sixties we
European growth league. were right at the bottom of
Reveal with narration. the league table. In the

1970s we were still bottom of
the table. But in the 1980s
we've been right at the top

of the league.

All the same, it doesn't mean we can all relax. We don't control
the world economy, but we're very much a part of it. So we have to
be prepared for storms ahead. That's why we have to keep the
British economy strong and sound. If it hadn't been so strong, the
0il price collapse, or the coal strike, or the stock market
collapse, could have caused us terrible damage. Instead, we sailed

4
t..rcugh caem

virtually unscathed.
It has taken nine years to get us to where we are, nine years of
determined effort and successful enterprise. But a return to the
high-spending, money-printing days of the sixties and seventies
could destroy it all in a few months. That's why we have to hold to
our course and keep a firm hand on the reins. But so long as we
stick with the policies that have served us so well these past nine
years, we can look forward to a level of security and prosperity

for ourselves and our children that is higher than any of us has

ever known.
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BUDGET BROADCAST

When we spoke this morning you asked me to think about how you
might present the increase in public expenditure alongside the

debt repayment and the tax reductions.

2 I attach two drafts, which I have discussed with John Gieve.
Version A uses the headline increase in the planning total of
£2.6 billion (rounded to £3 billion). Version B focusses instead
on the £4% Dbillion increase to programmes. While this is not
directly comparable with the PSDR and tax cut figures, it is
the one we have (successfully !) put into public circulation

and, providing we are careful about the precise formulation,

41

TOHN MAJOR

I think it is legitimate.
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VERSION A

BUDGET SECRET

Over the 1last year, the economy has been growlng more strongly than
I expected at the time of my last Budget. As a result by simply holding
to the same rates of taxatlion revenue 1n the comling year would be
£11 billion higher than I forecast a year ago. This has enabled me
to 1ncrease expenditure, cut taxes, and reduce the public debt. A
would 1like to show you (tell you) what we have done. [Diagram if

we show how i1ts done.]

On 1last year's projections of tax yileld I calculated that I would
need to borrow at least £1 billion in the coming year. But with the
economy growing so strongly, I have thought 1t only prudent to take
the opportunity to pay back some of the money Government§ borrowed
in previous years. So rather than borrowing a further £1 billion,
I have decided to pay back &£3 billion. Thls willl directly reduce
the cost of Government 1interest payments and allow us to use more

of our revenues for our key services.

Second, as we announced last autumn, we have declided to increase our
expenditure plans by £3 billion. After drawing on our Reserve this
has enabled us to 1increase our provision for the public services by
£4% billion. That includes £1 billion for Health and Social Services,
£900m for Education, £500m for Law and Order, £250m for Sclence and
Technology, and £1% billion for Public Sector Capital Spending.

And that leaves the £4 billion in reductions 1in taxation that I have

been able to announce today.

PROS

(1) Quantifies the hat-trick - £4 billion for tax, £4 billion for
PSBR, £3 billion for expenditure 1in a way that could be presented
graphically.

(11) Fits in the larger increase 1in expenditure programmes.



BUDGET SECRET

CONS

(1) In order to get the £4% billlion into the picture, we complilcate

the presentation

(11) Shows a smaller increase for expenditure than decrease 1n taxes.

(111) Implicitly allocates all of the fiscal adjustment for 1988-89
in last year's MTFS to the PSBR.
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VERSION B

BUDGET SECRET

In 1987 the British economy grew more rapidly than I - or anyone
else - expected. That has brought a very welcome reduction 1n
unemployment and higher 1living standards throughout the country. Ik
has also had an 1impact on the Government's finances. With higher
earnings, profits and consumer spendlng, the same taxes have brought
in more revenue than we had expected. This has enabled us to spend
more on services, reduce taxes, and reduce Government borrowing at
the same time.

Today I have announced reductions 1in taxation which will save the
taxpayer some £4 billion in the next financlal year.

At the same time, with the economy growing strongly I have taken the
opportunity to repay some of the debt we ran up 1n earlier years.
This year we are repaying £3 billion and we expect to do the same
next year. Thils reduction in debt brings an i1mmediate dividend because
it reduces the cost to Government of 1nterest payments and thus means
we can devote more of the money we recelve from taxes to services
we would like to 1mprove.

And we are spending more on the public secrvices. In the autumn we
announced I1ncreases to plans for programmes totalling &£4% billion
for next year 1ncluding £1 billion for Health and Social Services,
£900m for Education, £500m for Law and Order, and £1% billion for
Public Capilital Spending. In total these plans will allow growth of
nearly 2% per cent 1in real terms - that means real 1mprovements in
services to the public.

PROS

(1) Gets the comparison between £4 billion of taxes and £4% billion
of expenditure increases and £3 billion on debt decreases.

CONS

(1) You can't add the figures up to give the arithmetic of the
hat-trick. But that 1s precisely what people will try to do.



BUDGET SECRET

(11)
there 1is a "mirage"
the 1level of the Reserves to get a true comparison;

We are emphasising 1n our defence of the expenditure plans how

in the figures and how you have to take 1n account
using the £4%

billion in this context could be misleading.
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BUDGET SECRET: TASK FORCE LIST

FROM: CHIEF SECRETARY
DATE: 3 March 1988

CHANCELLOR

Ceie

Financial Secretary
Paymaster General
Economic Secretary
Sir Peter Middleton
Sir T Burns

Sir., G Littler

Mr Anson

Sir A Wilson

Mr Byatt

Mr Monck

Mr Scholar

Mr Sedgwick

Mr Odling-Smee

Mr Culpin

Mr Turnbull

Mr Peretz

MrAC @ S Allan

Mr Pickford

Mr R I G Allen
Miss Sinclair

Mr Riley

Miss Simpson

Miss C Evans

Miss Hay

Mr Michie

Mr Cropper

Mr Tyrie

Mr Call

Mr Battishill - IR
Mr Isaac = IR

Mr Painte - IR

Mr Beighton - IR
Mr McManus - IR

Mr Unwin C&E

Mr Knox C&E

Mr P R H Allen C&E

BUDGET SPEECH: THIRD DRAFT

I have read the Budget speech which, in general, reads extremely

well. I have the following comments:-

B6 This. is ‘a.real bull: point. I would make a 1little more of

it., Thus:"1987 was a real landmark. Et wWas—sm om0

B13. I would include the first set of words in brackets.



BUDGET SECRET: TASK FORCE LIST

€l A matter of taste but in a potentially irritable House (where
is money for the NHS?) I would not mention the Falklands (Money
for war and not for the sick). I would prefer "... take in our

stride setbacks such as the coal strike and the collapse in the
oil price"
€5 I would include this paragraph.

C8 I would delete the words in brackets.

D4 Another good cheer 1line. I would draw it out. Thus

--...logical conclusion - this year we have a balanced budget"

[It gives colleagues longer to absorb - and respond].

D9 The £700 million increase on Health is right but we should

reformulate to mention to £1.1 billion we have continually used.
D11 I would include the words in brackets.

D15 This is fun but an arcane point. It will shock the 1less
economically literate Members. Should you therefore make D16

more explicit. Thus:-

D16 "However, the growth of national income and the strength
of the economy means that I shall still have some room to reduce

tax rates and I shall come to this later."

Colleagues will be reassured by this and I would prefer
them relaxed and re-assured rather than edgy during this speech!

D20 Delete words in brackets

E6 E4 notes that reduction of higher rates of personal taxation

led to an increased yield. For the sake of symmetry can we make

the same claim for company taxes following the 1984 Budget.
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F7 I would reverse the sense of the last two sentences.
Thus: -
"For the first time ever, married women will have the option
of complete independence and privacy although I recognise
that in practice many may still ask their husbands to handle

their tax affairs."

But there will be a difference - it will be their choice

in future."

H6 Something wrong in the first sentencel!
H10 Something wrong in the third sentence!
Jb6 The Excise Duty increase looks wrong.

K3 I would add: "This illustrates in a quite remarkable fashion

the way in which the habit of share owning is now taking root."

L9 The "wrong tree in the wrong place" remark was used by
Gordon Brown in the debate 1last week. You could attribute it

it you wished to be mischievous!

L19 Now to be deleted as no change now proposed in P11D.

L23 Do we want to mention the growth in consumer credit? This
sits slightly uneasily with our 1line that most of the growth
is home ownership.

L28 'Soon' is omitted from line 3.

L36 How many people are taken out of tax entirely by the increase

in thresholds? If the figure is significant we should mention
: % N

et s orponds oA ¢ Iy
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L43 This is reform as well as tax reduction. Five rates merge
into one. I would be inclined to make sure of this - it is a
good tale to tell.

This 1is a landmark budget. We need a peroration that
categorises it as such - perhaps as a "Budget of tax reform and
reductions" Other ideas will suggest themselves but this point
deserves some further thought. My instinct is that it is important

that we give it a 'theme' before our opponents do.

Jikis,

pP JOHN MAJOR

( Bvosea by Ta Clier Secrerey
ou-d sfama I 0% abe&-‘&)-

e R e L et
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BUDGET BROADCAST: MEASURES

-+ I attach a revised draft, incorporating the points you made

yesterday.
2 This is 360 words, still a lot longer than in previous years.

2 Others may well have suggestions to sharpen it up.

A P HUDSON
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DRAFT OF 3 MARCH

BUDGET BROADCAST: MEASURES

[... And today's measures will help us further along the

road.]

1hes: Again, I've cut income tax, raising tax thresholds,
and cutting the basic rate by another twopence in the
pound, to 25 per cent, as we said we would in the

Election.

2% That's the lowest rate since the War, and these
changes are worth nearly £5 a week to a married man on
average earnings. So everybody has a bigger incentive to

give of their best.

3. I've also brought down the higher rates of tax. TFor
far too long, the tax system penalised our top managers
and engineers, and drove many of them abroad. Now they
have every incentive to stay and work here, which means

stronger businesses and more jobs.

4. I'm also reforming the tax system, in particular to
give a fair deal for married women. At the moment, they
cannot have proper independence or privacy in tax

matters. And some couples can pay more tax simply



because they are married. I'm sweeping these nonsenses
away, and introducing a new system, of Independent
Taxation, which will start in 1990, as soon as the

necessary preparations are made.

53 Reforming taxes also sometimes means putting them
up, where people aren't paying their fair share. That's
why I've doubled the tax on company cars. It won't be
popular, I know, but it's right, because at the moment,
people with a car pay far less than people who get all

their salary in cash.

65 I've also held down the tax on lead-free petrol, so
in future it shouldn't cost any more than ordinary 2-star
petrol. And if more of us use lead-free fuel, that will

help to cut down pollution.

A This Budget gives us lower taxes and better taxes.
That's been an essential part of the economic success I
was talking about earlier. And it's only by having a
successful economy that you can afford better public

services.

8. In the autumn, I increased spending by £4% billion,
including £700 million for the health service. And
because the economy's strong, we know we won't have to
reverse these increases, which is what happened to Labour

when they were in office.
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BUDGET BROADCAST CHARTS: COMMENTS ON FIRST BBC TAPE

For the record, the Chancellor had the following comments on the

BBC's firs

t draft of the charts for this year's broadcast.

25 Infla

(a)

tion

Remove the shadow.

Remove the blue and red backgrounds for different

Governments, and have a pale green background for the

The only dates shown should be 1970, 1980, and 1988.

On the vertical axis, the only figures shown should be 5,
10, 15, 20, and 25. The percentage sign should be shown

alongside each figure, and not at the top of the axis.

The axis should appear on the right, as well as the left

The 1988 figure is a forecast, and should be indicated as

such, in the same way as was done last year [a broken

(b)
body of the chart, and darker green for the edging.
(c) The line itself should be thicker, and in red.
(d) The chart should fill more of the screen.
(e)
(£)
(9)
of the chart.
(h) Delete "since 1970" in the title.
(3)
line?].
3% Superimposition: inflation on output

(a)

Remove the shading.



4.

5.

(b)

(c)

(d)

(e)
(E)

(9)
(h)

The inflation line should be exactly the same as in the

inflation graph.

Remove the red and blue background, and have pale green

and darker green as before.

Again, the only dates shown should be 1970, 1980, and
1988.

There was no need for any scale at all.

The title should be simply "Output and Inflation", all on

one line.
Again, the chart should fill the screen.

Generally, this chart will only work if the animation is
exactly right. I attach a detailed cue-sheet prepared by
Sir Antony Jay.

National Output

(a)
(b)
(c)

(a)

(e)

(£)

(9)

(h)

Take

In the title, delete "since 1970".
Remove the shadings.
The only dates shown should be 1970, 1980, and 1988.

The backgrounds should be as in the other charts.

The only figures on the left hand scale should be 80,
100, »and 1203

The Chancellor will decide whether to use a log scale for
this chart,

To show what the scale means, the words "1980=100" should
appear under the heading, in type the same size as the
figures along the bottom of the chart.

"o show 1988 is a forecast, the bar should be hatched
with light blue lines at wide intervals, in the same way

as last year.

Home Pay

(a)

The title should be simply "Take Home Pay", with the
second line deleted altogether.



(b)

(c)

(d)

(e)

(f)

(9)

(h)

The £ sign should be shown alongside each figure on the

vertical axis, and not at the top.

The years shown should be only 1970, 1980, and 1987.
There will be no forecast figure for 1988.

Remove the shadow.

Put the scale on the right hand side of the chart as
well.

The vertical axis should not extend to the top of the
screen, nor should the horizontal axis extend to the

right hand edge of the screen. This may apply to other
charts as well.

The colours should be the same as before: pale green for

the chart itself, darker green for the borders.

The line for take home pay should be shown in blue.

6. European Growth Leagues

(a)

(b)

Generally, this should be exactly the same as last year's

chart.

Among other things, this means

- saying Holland instead of the Netherlands
- more space both within and between columns
— the names of countries not all capitalised

- the Union Jack smaller.

i We are meeting Caroline Biggar at 10 o'clock on Monday morning
(7 March) to go through this in detail, and I suggest we hand her a

copy of this note, as a check list. Tf there are any other poinls

from the meeting that I have not recorded, please could you let me

know, so the list is comprehensive.

A P HUDSON
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ANIMATION CUE-SHEET: CAPTION 3

NARRATION

"Then you see that
inflation was always the
spectre at the feast. The
pealk Am a8 o i

s s aWashiipaidi for.  ibys the
inflation of 1974 and
19751,

c.wwas: paid.. for by’ the

inflation that surged
again up to 1980. In
other words the growth
couldn't last. Inflation
always killed it."

"Year after year of

steadily rising output.

15 MARCH 1988

ANIMATION

1. GDP chart appears with
the 4 bars 1970-1973 inc.

already in place

2. Inflation graph animates
from left hand edge and stops
at 1975 peak.

3. The 6 bars 1974-1979 inc

appear rapidly in succession

4. Inflation graph descends
rapidly to 1978 trough, then
rises slightly more slowly to
1980 peak.

5.1-As < fOE
that we come to caption with
GDP 1980 and
1981 already there as well.
Animate the 7 bars 1982-1988

inclusive

section 4 except

the bars for

rapidly in

succession



NARRATION

But . for .the first  time
inflation actually
falling, and falling
dramatically, while output

rose.

And. - that's..the: -picture
that really tells the
story of Britain's

new-found success."

ANIMATION

6. Inflation graph descends
from 1980 peak down to 1988,
reaching 1988 at end of

sentence.

7. Hold final position as at
end of section 6 - futl

chart.
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PRESS CUTTINGS FOR BUDGET BROADCAST
I attach a further press cutting on the British economy.
2 This one is from BusinessWeek of May last year and has been

turned up in our search for the item that you mentioned Richard
Allen had remember from his time here.

33 Although the main headline is somewhat similar to those of
the other press cuttings I have sent you, the secondary headline
on the second page may be of more use to you.
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Richard Prath o

Attached: Press cutting

c. R I G Allen Esg
Information Division
HM Treasury
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MINERS' STRIKE
¢ March, 1984: To
fight the closure of
! uneconomic
mines, Britain’s
coal miners strike.
The divigive action
lasts for nearly a
year until the min-
=% ors give up and re-
L turn to work

HOW THE POPULARITY POLLS
HAVE RATED THE PARTIES

MARCH 1984

KEY MOMENTS IN THE FORTUNES OF

OCTOBER 1984

BRITAIN

THATCHER’S
REVOLUTION: ACT Il

THE TURNAROUND IS UNDENIABLE—BUT INEQUITIES REMAIN

ot much more than a year ago, a
dispirited Margaret Thatcher re-
treated to Chequers, the tradi-
tional country refuge of British Prime
Ministers, to consider stepping down.
The Iron Lady's resolve was withering
under Cabinet crossfire over her efforts
to sell parts of British industry to U.S.
buyers and widespread denunciation of
her support for bombing raids on Libya
by U.S. planes based in Britain. A
stream of opinion polls underscored her
plunge in popularity. Would the middle-
class grocer’s daughter abandon her
mission to remake British society”
Quite the opposite, as it turned out.
Thatcher, 61, not only rode out the
storm but pulled off a stunning turn-
around. Today, with the economy surg-
ing and her rivals stumbling, the Prime

Minister enjoys a lead in the opinion
polls even though her school-marmish
personality grates on many voters. On
May 10, Thatcher again retreated to
Chequers, but this time it was to talk
with key aides from a position of
strength. Back in fighting fettle, she de-
cided to dissolve Parliament and call a
national election for June 11, a vear be-
fore her term officially ends. If she pre-
vails, she will be the first Prime Minister
since the Earl of Liverpool in the early
1800s to win a third successive term.
Thatcher is embarking as much on a
crusade as a campaign. “She’s plotting
an administration that will be much
more radical than you've seen before,”
says a close adviser. After selling off
nationalized companies, taming the
unions, cutting taxes, encouraging pri-

vate enterprise, and sparking a new-
found sense of prosperity, Thatcher is in
a position to change Britain more pro-
foundly than any Prime Minister since
Labor’'s Clement R. Attlee, who created
the modern welfare state in 1945.
WHAT'S AT STAKE. Thatcher's aim is to
build on whiat may be her greatest
achievement so far: restoring business
confidence after decades of industrial
decline. “What's at stake is whether the
capitalist tradition will be continued, or
the gains will be reversed,” says Charles
N. Villiers, chief executive of National
Westminster Bank PLC’s investment
banking unit.

In a third term, she wants to continue
with tax cuts and privatization to soldi-
fy her progress in making Britain a soci-
ety of property- and share-owners. To
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enhance Britain's competitiveness, she
would strive for a flexible work force
and better trained management. In
short, she sees her mission as nothing
less than eradicating Labor Party social-
ism as a political alternative.

But Thatcher's focus on initiative and
enterprise has left glaring problems in
Britain, from unemployment that has tri-
pled under her leadership to a crime rate
that's risen by a third. The worry is that
a permanent, despairing underclass will
haunt the country for generations. So
now Thatcher is turning her attention to
social issues such as job training, hous-
ing, and education.

Another Thatcher victory would carry
big political implications at home and
abroad. Domestically, a third straight
Labor defeat could doom the party to an
irreversible slide toward irrelevance—de-
spite Labor leader Neil Kinnock's effort
to build a moderate force akin to the
social democratic parties of continental
Europe. If Labor loses badly, the middle-
of-the-road Alliance of Britain's Social
Democrats and Liberals could become
the leading opposition force.

Internationally, a third Thatcher term
would allow Britain to solidify the dis-
proportionate influence it has accrued in
the past eight years thanks to Thatch-
er's assertiveness and political acumen.

She is the longest-serving Western lead-
er, and her push to denationalize state
industries has struck a chord across Eu-
rope. Thateher may also play a bigger
role in East-West diplomacy after Ron-
ald Reagan leaves office. She has devel-
oped a rapport with Soviet leader Mik-
hail S. Gorbachev and appointed herself
Europe’s spokesperson on arms Issues.
‘FEEL GOooD’ FACTOR. But first Thatcher
must win what is sure to be one of Brit-
ain’s most bitter elections. Based on re-
cent polls, the Tories will be reelected
with a convineing, if reduced, majority in
Parliament. With mortgage and interest
rates falling and the economy’s growth
on a fast track, Thatcher is benefiting
from the “feel good” factor among vot-
ers with jobs. Although the durability of
this recovery is open to question, the
financial markets began casting their
votes weeks ago by bidding up sterling
and share prices. And even though some
traders have since taken profits, the cur-
rency is expected to keep riding high as
long as the Tories retain the reins of
power. Admits Labor's Deputy Leader
Roy Hattersley: “We face formidable ob-
stacles if we are to win this election.”
An outright Labor victory seems out
of the question. But the appeal of the
Alliance, under sbp leader David Owen
and Liberal leader David Steel, 1s rising.

As a credible third party, it could eat
into the Tories’ victory margin, thereby
creating a hung Parliament—with the
Alliance holding the balance of power. A
coalition government would likely prove
difficult to forge, forcing Thatcher to
attempt a minority government or call a
new election.

At issue is whether Britons want to
continue down Thatcher's long, painful
path to remaking the economy. While
Britain’s annual average growth of 2.6%
since the early 1980s 1s among the best
in the industrialized West, Thatcher’s
war against intlation and government
spending keeps 3 million people—11% of
the work force—unemployed. That has
embittered and alienated a large seg-
ment of the population. The Tories’
promises notwithstanding, Britain is un-
likely to reclaim its role as a world in-
dustrial power. Japan and France have
overtaken Britain in standard of living,
and Ttaly is coming up fast.

The Conservatives admit that the
overhaul of Britain is a slow process
that cannot be completed in just two
terms. But the opposition parties argue
that Britain will never recover without
spending billions on job programs and
social services—and giving the govern-
ment a big role in industrial planning,

even if it means higher taxes. “This elec-
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ROGER GORMAN
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HOME OWNERSHIP-
: llAS RISEN...

BRI'I'AIN’S RISING PROSPERITY... ...

“AND REAL PERSONAL
“INCOME IS CLIMBING

ANNUAL MEDIAN INCOME* T
B (THOUSANDS OF DOLLARS)

tion is about what the British are pre-
pared to accept—increasing social bitter-
ness and an attitude of defeatism, or the
hope of something better and more ad-
venturous,” says Bryan Gould, the MP
who heads Labor’s campaign.

Still, Thatcher has managed to shift
the debate to her own terms on several
key issues. Thus “renationalization” is
no longer in Labor’s lexicon. Labor and
the Alliance now talk of a “new realism”
that would not sanction higher inflation
for political goals. As in the U. S., “com-
petitiveness” is embraced by all sides.
TRAINING TASK. As the campaign heats
up, Thatcher is taking a central role in
drafting the election manifesto and re-
writing ads. Perhaps the most novel ex-
pression of her new message is a series
of controversial measures that would
strip “spendthrift” local governments of
control over education, public housing,
and urban redevelopment. Most crucial
would be changes in the education sys-
tem, whose deteriorating standards have
created poorly trained managers and
widened class differences.

Indeed, the debate on education may
become as significant as the one on un-
employment has been. Thatcher now
sees massive school reform as central to
the battle against joblessness. All three
parties agree that Britain should estab-
lish a core national curriculum to pro-
vide basic training in math and the sci-
ences. But Thatcher wants to reduce the
power of local councils and control

school policies through the central gov-

ernment. To improve industrial training,
the Tories are already setting up tech-
nology schools that offer courses man-
dated by a national board. Opposition
parties want to keep local control while
boosting spending for education, which
has fallen as a proportion of the national
budget under Thatcher.

As crucial as it is, educational reform
is only a part of the larger process of
shaking up Britain in order to move
ahead. What's left of British manufac-
turing—after the elimination of 2 million
jobs and about 20% of capacity since
1979—is far more competitive interna-
tionally. Firing workers has led to great-
er productivity gains in the 1980s than
anywhere in the industrialized West but
Japan. Union strength has been curbed
and work stoppages are a small fraction
of what they were five years ago.
“Those who survived are leaner, fitter,
and better able to face the next decade,”
says Alan S. Edwards, business strategy
manager at Ford of Europe Inc., where
car output per worker in Britain has
doubled since 1980.

‘ENTERPRISE CULTURE’ Despite the pro-
gress, manufacturing has run a trade
deficit since 1983, and as once-hearty oil
revenues dry up, the deficit could reach
a staggering $30 billion by 1990. Thatch-
er argues that growth of technology
businesses and services will offset the
smaller manufacturing base. Kinnock,
warning of a low-wage, “warehouse”
economy of services, whose productivity
rate is less than half that of industry,

would, if elected Prime Minister, channel
billions of dollars into manufacturing.
But he has encountered a public wary of
throwing more of the taxpayers’ money
at Britain’s industrial problems.

The scale of Labor’s dilemma may be
explained by what pollster Market &
Opinion Research International sees as a
radical shift in Britain’s electorate. For
those who've hung on to their jobs dur-
ing the Thatcher years, real wages have
risen a sparkling 17%, leading more and
more voters to consider themselves mid-
dleclass. The Tories’ privatization of 15
big companies, from British Telecom-
munications PLC to British Airways PLC,
has created a sizable group of small
shareholders accustomed to booming
stock prices. The steady rise in home
ownership has also bolstered the sense
of affluence (chart).

These changes reflect the stirrings of
the “enterprise culture” that Thatcher
dreams of instilling throughout the new
Britain. And victory may make her re-
cent boasts about the Tories ruling into
the 21st Century seem plausible. Her
hopes for a third term, however, hinge
on whether the public will accept even
more of her tough talk of self-reliance
and free-market economics as the best
prescription for the country’s long-run-
ning “disease.” But even if she stumbles
or the current economic boom peters
out, many of the key tenets of the
Thatcher “revolution” will remain.

By Richard A. Melcher, with Mark Mare-
mont in London, and bureau reports
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;RH13.74 BUDGET SECRET: TASK FORCE LIST

Ry
COPY NO%OF 8

FROM: A P HUDSON
DATE: 3 March 1988

CHANCELLOR ’ cc Mr Scholar

Mr Culpin
Mr Pickford
Mr A C S Allan

BUDGET BROADCAST: MEASURES

««+« I attach a revised draft, incorporating the points you made

yesterday.
25 This is 360 words, still a lot longer than in previous years.
3 Others may well have suggestions to sharpen it up.

A P HUDSON
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DRAFT OF 3 MARCH

BUDGET BROADCAST: MEASURES

[... And today's measures will help us further along the

road.]

2 Again, I've cut income tax, raising tax thresholds,
and cutting the basic rate by another twopence in the
pound, to 25 per cent, as we said we would in the

Election.

A That's the lowest rate since the War, and these
changes are worth nearly £5 a week to a married man on
average earnings. So everybody has a bigger incentive to

give of their best.

3 I've also brought down the higher rates of tax. For
far too long, the tax system penalised our top managers
and engineers, and drovc many of them abrvad. Now they
have every incentive to stay and work here, which means

stronger businesses and more jobs.

4, I'm also reforming the tax system, in particular to
give a fair deal for married women. At the moment, they
cannot have proper independence or privacy in tax

matters. And some couples can pay more tax simply



a

because they are married. 1I'm sweeping these nonsenses
away, and introducing a new system, of Independent
Taxation, which will start in 1990, as soon as the

necessary preparations are made.

- 12 Reforming taxes also sometimes means putting them
up, where people aren't paying their fair share. That's
why I've doubled the tax on company cars. It won't be
popular, I know, but it's right, because at the moment,
people with a car pay far less than people who get all

their salary in cash.

6. I've also held down the tax on lead-free petrol, so
in future it shouldn't cost any more than ordinary 2-star
petrol. And if more of us use lead-free fuel, that will

help to cut down pollution.

1% This Budget gives us lower taxes and better taxes.
That's been an essential part of the economic success I
was talking about ecarlicr. And it's only by having a
successful economy that you can afford better public

services.

8. In the autumn, I increased spending by £4% billion,
including £700 million for the health service. And
because the economy's strong, we know we won't have to
reverse these increases, which is what happened to Labour

when they were in office.
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A P HUDSON (fz' 1/
8 MARCH 1988

MR FLITTON cc Mr Culpin

Mr Pickford

BUDGET BROADCAST: MEETING ON 8 MARCH

1, For the record, these are the comments which I noted down at
today's meeting to view the charts.

23 National Output

(a) All the bars should be blue.

(b) The hatching on the right-hand bar should be the minimum
necessary to distinguish it from the others, perhaps a

very narrow pin-stripe.

(c) The inverted commas around 1980 = 100 should be deleted,
and the type made half the size.

(d) The animation which Sir Antony Jay suggested could be at
2-frame, should be in 5 stages, as follows:

- Britain's output rose to a peak in 1973

then it droppcd back

then it rose to another peak in 1979.

and then it dropped again.
- But since 1981 ...

(e) There was a bar missing in the late 1970s, and one too
many in the 1980s.

3le Inflation
(a) Delete 0%.

(b) The hatching should be less obtrusive.



4.

5.

6.

(c)

(4)

RESTRICTED

The inflation line should end a little earlier, so that
when it is superimposed on the output chart, it extends
only very slightly beyond the final bar.

The animation should be as follows:
- rose to a terrible peak ...

- then it fell back

then it rose to another peak ...

it's fallen dramatically ...

Superimposition

(a)

(b)

(c)

Take

Specific comments on the Output and Inflation Charts, of
course, apply here as well.

This chart would now only start at the words "The Peak in
1973 ..'"I

With that exception, the animation should be basically as
set out in the cue sheet. The fall in inflation between
1975 and 1978 should be shown as quickly as possible, and
the rise to 1980 more slowly. And there was a case for
not starting the final descent of inflation until the
words "inflation actually falling ...".

Home Pay

(a)

(b)

The chart should be brought on in two stages, stopping at
1979 in hetween.

The end of the line and the 1987 date should be aligned,
either by shortening the 1line or by moving the date
slightly to the right.

Growth leagues

(a)

The only point on this chart is that the Union Jack
should be flat, with no ripples.



RESTRICTED

7 8 Please could you emphasise to the BBC that they are very
welcome to consult you or me if they are in any doubt about how to
handle a particular point. 1If necessary, I am sure I can consult

the Chancellor at short notice.

A P HUDSON

e S g e
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CONFIDENTIAL C

FROM: S J PICKFORD
DATE: 9 MARCH 1988

MR FLITTON cc Mr Culpi
Mr son

Mr Curwen

BUDGET BROADCAST CHARTS

This is to confirm the revised numbers for the Budget broadcast charts that Peter Curwen
gave to you this morning to pass to the BBC. The revised data are attached. I would

suggest you fax that sheet to the BBC as additional confirmation.

2 The only major revision is to the GDP series, where we have, on EA's advice,
included growth of 4.3 per cent in 1987 and 3.0 per cent in 1988. Although these are in
theory still subject to change, in practice no further changes are likely that would be visible
to the naked eye. The other small change is that the real take-home pay series has been
revised y by about 1 decimal point in each year. I give you these figures for the record,

although they will not make any discernible difference to the charts.

3. We would welcome a final chance to make sure the BBC get the charts right

before it is too late to change them.

Mr{)];! S N Y FEN

S J PICKFORD

P]( k dmvmh Mr Curwen to
check the ot frrecas € for
38, e~ AS AP



TAKE HOME
PAY
FINANCIAL 1987-88
YEARS PRICES
1970-71 136.10
1971-72 138.91
1972-73 146.59
1973-74 146.59
1974-75 146.67
1975-76 140.88
1976-77 138.60
1977-78 137,17
1978-79 147.62
1579-80 153.70
1580-81 155.29
1981-82 151.19
1982-83 151.75
1983-84 158.37
1984-85 163.95
1985-86 166.14
1986-87 173.68
1987-88 181.28

INFLATION BDP(A)

RATE LEVEL

Per cent 1980=100

CALENDAR
YEAR

1570 6.4 84.7

1871 9.4 86.0

1972 73l 88.1

1973 9.2 94.5

1974 16.1 92.9

1975 24.2 92.0

197¢ 16.5 94.5

1977 15.8 9.9

1978 8.3 899.7

1979 13.4 102.4

1980 18.0 100.0

1981 11.9 99.1

1982 8.6 100.7

1383 4.6 104.0

1984 5.0 106.5

1985 6.1 110.3

1986 3.4 113.7

1987 4,2 118.6

1988 4.1 122.1
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BUDGET LIST GNEtYYol | oF 15
Ve FROM: A TURNBULL
- »//(> DATE: 9 March 1988

- \

@ “The [ﬂ )! Ja e

M o b |
B

n pf(:sw O o cc PS/Chief Secretary
Vhe ‘I,[?C‘:(;.f/?

Sir P Middleton
Mr Anson

Mr Sedgwick

Mr Odling-Smee
Mr Culpin

Mr Mowl

Mr R I G Allen
Mr Pickford

<§g§§%§§ Mr Tyrie
BUDGET BROADCAST: spgﬁgégp AND BORROWING
idu

relating GGE to the PSBR. They are
in the attached table. Thé purists should note that the comparison

You asked for a run of

is a hybrid one relating borrowing for three sectors (CG, LA's,
PC's) with expenditure of two (CG, LA's), the difference being
PCMOB. But expressed sufficiently generally I see no reason why a
point cannot be made using these fi es. The ratio has come down

pretty steadily since 1978-79 so e pear to be no pitfalls.
o;

9 NrmAa ~Sees s~ = — woiila .
<. vii€ approacii woula Dpe:

N
o
"In the mid 1970s, nearly one poun CJD every five the Labour

Government spent had to be borrowed,\gguffling the bill off on
to future tagupayers. The position we now face is that not
only is there enough revenue to pay for public spending but

there is a small margin left over to repay some of the debt
A TURNBULL @@

BUDGET SECRET NOT TO BE COPIED
BUDGET LIST ONLY

accumulated in those earlier years."
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FROM: A P HUDSON
DATE: 11 March 1988

CHANCELLOR cc Mr Pickford
Mr A:C S Allan
Mr Tyrie

BUDGET BROADCAST

I attach your amended version of the Budget Broadcast.

25 The length is in fact almost exactly the same as last year.
Words Of which
measures
1986 1.1:37 220
1987 1146 255
1988 draft 16 1% 335

* jncluding opening section of 183 words.

A P HUDSON
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CONFIDENTIAL

Draft of 11 March

BUDGET BROADCAST: DRAFT OPENING SECTION

Once upon a time, governments used to believe that it was

their job to balance the budget: not to spend any more

than they could raise from taxes. But taxes aren't
popular. So governments found a clever way out. They
borrowed.

Obviously a small amount of borrowing doesn't matter
much. The trouble 1is, iti¥siciaddictive:. By the
mid-'seventies, nearly one pound in every five the Labour
Government spent was being financed out of borrowed
money. This meant they were 1loading heavy interest

payments on future ycars and on fulure generations.

For nine years this government has fought to free Britain
from that terrible inheritance. And the result is that
tonight, for only the second time since the early
'fifties, I can tell you, as Chancellor, that once again
Britain has a balanced budget. Last year the Government
didn't need to borrow at all. And I mean to keep it that

way.



CONFIDENTIAL e

Balancing the budget hasn't been easy and it hasn't

always been popular. But along with all our measures to

liberate 1initiative and reward enterprise, it has

jR3
produced outstanding results for Britain.
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Draft of 11 March

C'ELLOR'S BUDGET BROADCAST: MARCH 15 1988

[Opening Section]

CAPTION 1. Bar chart The best, single measure of
GDP from 1970. any country's economic
Reveal bars progressively achievement is its total
from left as indicated national output. If you go
by narration. back to 1970, you see how

Britain's routput . rose to a
peak in 1973, then it dropped
back, then it rose to another
peak -in-> 19793 and" i then 1t
dropped again. But since
1981 we've had seven succes-
sive years of uninterrupted
economic growth.

That's an astonishing record in itself. But there's something that
makes 1t even more astonishing. Because side by side with this

remarkable growth in output there's been a dramatic fall 1in

inflation.

CAPTION 2. Graph. Again, you have to go back to 1970 to
Inflation from 1970. see the full picture. It rose to a
Reveal as for caption 1. terrible peak - nearly 25% - in 1975,

then ‘it fell back, then .it ‘rose. to
another peak in 1980. But since then
it's fallen dramatically, down to

the lowest levels for 20 years.



Those two charts are tremendously significant. But you only see

the. real significance when you put the two of them side by side.

CAPTION 3. Then you see that inflation
GDP plus inflation. was always the spectre at the
GDP bars appear first, feast. The peak in 1973 was
inflation graph animates paid for by the inflation of
alongside 1974 and 1975. The peak of
as indicated by narration. 1979 was paid for by the

inflation that surged again
up to 1980. In other words
the growth couldn't last.
Inflation always killed it.
urs
In fact, that had been the story of what was called the British

disease for many years before 1970. But look at the story since

1980.
CAPTION 3 cont'd. Year after year of steadily rising
Animate as before. output. But for the first time,

inflation actually falling, and
falling dramatically, while output
rose. And that's the picture that
really tells the story of Britain's

new—-found success.

There's no mystery about how we've done it. 1It's the result of a
consistent economic policy over nine years. A commitment to
controlling inflation, removing the shackles on business
enterprise, and 1liberating the creative energy of the British

— A

people. It means letting people keep as much as possible of w%ét



they earn. And if you look at what that means for a married man on

av‘ge earnings with two children, you can see the result.

CAPTION 4. Graph. Take home pay., corrected for
Real take home pay. inflation, bumped up and down
Reveal from left through the stop-go years. But
with narration. since 1981 1it's risen year after

year, until now living standards are

way above what they've ever been

before.

And unemployment 1is coming down fast, in every region of the

country.

There's still a long way to go, but it's now clear to everyone that
we're going in the right direction. And today's measures will help

us further along the road.

BUDGET MEASURES SEQUENCE

What I've been able to tell you this evening is a story of success.
The story of a transformation of Britain's fortunes which has also

transformed our standing in the world. If you look at the European

economic growth league you can see how.



CAPTION 5. In the nineteen-sixties we
Em..ean growth league. were right at the bottom of
Reveal with narration. the 1league table. In the
1970s we were still bottom of
the table. But in the 1980s

we've been right at the top

Al

of the league.

All the same, it doesn't mean we can sit back and relax. We don't
control the world economy, but we're very much a part of it. So we
have to be prepared for storms ahead. That's why we have to keep
the British economy strong and sound. If it hadn't been so strong,
the oil price collapse, or the coal strike, or the stock market
collapse, could have caused us terrible damage. Instead, we sailed

|ai
through them all, virtually unscathed.

That's why we have to hold to our course and keep a firm hand on the
reins. But so long as we stick with the policies that have served
us so well these past nine years, we can look forward to a level of
security and prosperity for ourselves and our children fari higher

!('l"
than any of us has ever Kknown.
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Draft of 11 March

BUDGET BROADCAST: MEASURES SECTION

In my Budget today, I've once again been able to cut
income tax, bringing the basic rate down to 25 pence in
the £, just as we promised we would in the Election.
Coupled with the improvement I've also been able to make
in the personal allowances, this will increase the
take-home pay of a married man on average earnings by

almost £5 a week.

I've brought down the higher rates of tax, too.
Experience shows that if you tax top managers and
engineers and the like too heavily, too many either opt
for the quiet life, or devote their talents to avoiding
tax, or go abroad where tax rates are lower. So what
I've done will mean better-managed businesses and more
jobs - and, at the end of the day, higher tax revenues as

a result.

But at the same time, I've doubled the tax on company
cars. It won't be popular, I know; but I believe it's
right that those who have company cars should pay their

fair share of tax.

And I've made this a tax reform Budget, too. In

particular, starting in 1990, the earliest date I can get



BUDGET SECRET: TASK FORCE LIST

the preparations for so radical a reform sorted out, I'm
changing the tax system to give married women a fair
deal, for the first time ever. Instead of their income
being taxed as if it belonged to their husband, as it has
been for the past 200 years, it will at 1long last be

their own private affair.

So this Budget brings not only lower taxes but better
taxes. That's an essential ingredient in Britain's
continuing economic success. And it's only by having a
more successful economy that we can afford better public

services.

And that's why, last Autumn, I was able to announce big
increases in Government spending for the coming year,
especially on priority areas like education, law and

order, and the health service.

It's been a hat-trick: higher Government spending, lower
taxes, and the complete elimination of Government

borrowing.
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FROM: A P HUDSON
DATE: 11 March 1988

CHANCELLOR cc Mr Pickford

Mr A C S Allan
Mr Tyrie

BUDGET BROADCAST

I attach your amended version of the Budget Broadcast.

2 The length is in fact almost exactly the same as last year.
Words Of which
measures
1986 : 1:1:37 220
1987 1146 255
1988 draft l1161* 335

* including opening section of 183 words.

A P HUDSON
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BUDGET BROADCAST: DRAFT OPENING SECTION

Once upon a time, governments used to believe that it was

their job to balance the budget: not to spend any more

than they could raise from taxes. But taxes aren't
popular. So governments found a clever way out. They
borrowed.

Obviously a small amount of borrowing doesn't matter
much. The= trouble is, - it'%s ' ‘addictive. By the
mid-'seventies, nearly one pound in every five the Labour
Government spent was being financed out of borrowed
money. This meant they were 1loading heavy interest

payments on future years and on future generations.

For nine years this government has fought to free Britain
from that terrible inheritance. And the result is that
tonight; +for ~only. the- second :time: since _the early
'fifties, I can tell you, as Chancellor, that once again
Britain has a balanced budget. Last year the Government
didn't need to borrow at all. And I mean to keep it that

way.



CONFIDENTIAL

Balancing the budget hasn't been easy and it hasn't

always been popular. But along with all our measures to

liberate initiative and reward enterprise, it has

g2
produced outstanding results for Britain.
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C.KELIDR'S BUDGEY BROADCAST: MARCH 15 1988

[Opening Section]

CAPRION 1. Bar chart The best, single measure of
GDP from 1970. any country's economic
Reveal bars progressively achievement is its total
from left as indicated national output. If you: go
by narration. back to 1970, you see how

Britaidn's “output "rase * to:=a
peak in 1973, then it dropped
back, then it rose to another
peak in 1979,and then it
dropped again. But since
1981 we've had seven succes-
sive years of uninterrupted

economic growth.

hat's an astonishing record in itself. But there's something that

makes it even more astonishing. Because side by side with this

remarkable growth in output there's been a dramatic fall in

inflation.

CAPTION 2. Graph. Again, you have to go back to 1970 to
Inflation from 1970. see the full picture. It rose to a
Reveal as for caption 1. terrible peak - nearly 25% - in 1975,

then ‘it fell ‘back, "then it rose tg
another peak in 1980. But since then
it's fallen dramatically, down to

the lowest levels for 20 years.



Those two charts are tremendously significant. But you only see

the real significance when you put the two of them side by side.

CAPTION 3. Then you see that inflation
GDP plus inflation. was always the spectre at the
GDP bars appear first, feast. The peak in 1973 was
inflation graph animates paid for by the inflation of
alongside 1974 and 1975 The peak of
as indicated by narration. 1979 was paid for by the

inflation that surged again
up to 1980. In other words
the growth couldn't 1last.

Inflation always killed it.

¢
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In fact, that had been the story 6f what was called the British

disease for many years before 1970. But look at the story since
1980.

CAPTION 3 cont'd. Year after year of steadily rising
Animate as before. output. But for the first time,

inflation actually falling, and
falling dramatically, while output
rose. And that's the picture that
really tells the story of Britain's

new-found success.

There's no mystery about how we've done it. 1It's the result of a
consistent economic policy over nine years. A commitment to
controlling inflation, removing the shackles on business
enterprise, and liberating the creative energy of the British

—r A

pééple. It means letting people keep as much as possible of w%ét



th earn. And if you look at what that means for a married man on

average earnings with two children, you can see the result.

CAPTION 4. Graph. Take home pay, corrected for
Real take home pay. inflation, bumped up and down
Reveal from left through the stop-go years. But
with narration. since 1981 it's risen year after

year, until now living standards are

way above what they've ever been

before.

And unemployment 1is coming down fast, in every region of the

country.

There's still a long way to go, but it's now clear to everyone that
we're going in the right direction. And today's measures will help

us further along the road.

BUDGET MEASURES SEQUENCE

What I've been able to tell you this evening is a story of success.
The story of a transformation of Britain's fortunes which has also

transformed our standing in the world. If you look at the European

economic growth league you can see how.



CAI@ON S. In the nineteen-sixties we
European growth league. were right at the bottom of
Reveal with narration. the 1league table. In the
1970s we were still bottom of
the table. But in the 1980s
we've been right at the top

2 IORE-1

of the league.

All the same, it doesn't mean we can sit back and relax. We don't
control the world economy, but we're very much a part of it. So we
have to be prepared for storms ahead. That's why we have to keep
the British economy strong and sound. If it hadn't been so strong,
the oil price collapse, or the coal strike, or the stock market
collapse, could have caused us terrible damage. Instead, we sailed

|24
through them all, virtually unscathed.

That's why we have to hold to our course and keep a firm hand on the
reins. But so long as we stick with the policies that have served
us so well these past nine years, we can look forward to a level of
security and prosperity for ourselves and our children far higher

2K
than any of us has ever known.
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BUDGET SECRET: TASK FORCE LIST

Draft of 11 March

BUDGET BROADCAST: MEASURES SECTION

In my Budget today, I've once again been able to cut
income tax, bringing the basic rate down to 25 pence in
the £, just as we promised we would in the Election.
Coupled with the improvement I've also been able to make
in the personal allowances, this will increase the
take-home pay of a marriedvman on average earnings by

almost £5 a week.

I've brought down the higher rates of tax, too.
Experience shows that if you tax top managers and
engineers and the like too heavily, too many either opt
for the quiet life, or devote their talents to avoiding
tax, or go abroad where tax rates are lower. So what
I've done will mean better-managed businesses and more
jobs - and, at the end of the day, higher tax revenues as

a result.

But at the same time, I've doubled the tax on company
cars. It won't be popular, I know; but I believe it's
right that those who have company cars should pay their

fair share of tax.

And I've made this a tax reform Budget, too. In

particular, starting in 1990, the earliest date I can get
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the preparations for so radical a reform sorted out, I'm
changing the tax system to give married women a fair
deal, for the first time ever. Instead of their income
being taxed as if it belonged to their husband, as it has
been for the past 200 years, it will at long last be

their own private affair.

So this Budget brings not only lower taxes but better
taxes. That's an essential ingredient in Britain's
continuing economic success. And it's only by having a
more successful economy that we can afford better public

services.

And that's why, last Autumn, I was able to announce big
increases in Government spending for the coming vyear,
especially on priority areas 1like education, law and

order, and the health service.

It's been a hat-trick: higher Government spending, lower
taxes, and the complete elimination of Government

borrowing.
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BUDGET BROADCAST

Here is the latest draft. If there are any further comments, I shall

be at No 17 this afternoon, so please contact me there.
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THE CHANCELLOR'S 1984 BUDGET BROADCAST

CHANCELLOR

You'll already have heard what's in the Budget, and
you'll be reading a lot more in the papers tomorrow.
But in a couple of days it will stop being news,

and then there'll be different reports about inflation
and exports and unemployment and interest rates, and
it will all merge into a jumble with very little
pattern to it.

2 But there is a pattern, all the same. In the

old days Britain used to lurch from one economic crisis
to another, and Governments used to stagger from one
gimmick to the next. What we've done is to get away
from all that. And that means taking a longer view.

So I'd 1ike to take a moment to look at the pattern
that underlies all the day-to-day events and show

how today's Budget fitsinto it - how it is designed

to move us closer to the objective we've been

working for since 1979.

3. Running through every one of our Budgets since
1979 has been the same consistent strategy. The
aim is simple: to create steadily rising prosperity

instead of the repeated stop-go that did us so
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much damage in the past. The change can be seen
most clearly with inflation. That's the biggest
menace of all. The rate of price increases went up

under every government for a generation.

k. 3 per cent from 1961 to 1964. Thet was under
the Conservatives. 4z per cent from 1964 to 1970
under Labour. 93 per cent from 1970 to 1974. That
was under us again. And 153 per cent from 1974 to

1979, under the Wilson and Callaghan governments.

5. That was the first and biggest task we had
to tackle - for inflation is the great destroyer
of savings and jobs. When we took over it was still
on a rising path - 16 per cent up to the end of
our first full year. But we brought it down to

12 per cent in 1981, to 8] per cent in 1982, and
to 4} per cent last year. Today's Budget is
designed to get it, and keep it, still lower.
AVAnd lower price rises have brought with them lower
interest rates. That's part of our policy too, to
make it cheaper for people to buy their homes and

for businesses to finance their expansion.

6. Lower inflation has given us a firm foundation
for recovery. Everyone now agrees that the recovéry
is under way. There is evidence everywhere. A look
at Britain's output over the past five years shows

the pattern.

e
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& rise to the end &
of 1979. A fall during the world recession until
the middle of 1981. Then a steady rise ever since,

overtaking the 1979 peak am still going up.

e At the same time Britain's getting more
efficient. Our productivity rose sharply last year -
people are producing more in a shorter time.

That's what we need to sell our goods abroad, and

new orders bring new jobs.

8. But of all figures I get - and I can tell you
I get plenty - one that gives me special
pleasure is our position in the Common Market

league table for economic growth.

9. Our ten year average from 1973 to 1982 put
us firmly in the relegation zore, right at the

bottom. Last year we were right at the top. And
the international forecasters of the OECU in

Paris think we shall be top again this year.

10. We in the Government haven't done this,
Governments can't. It's business and industry
that have done it. 211 Governments can do is
create the conditions that make it possible. And

that's where this Budget fits in.

P LR L——
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11. Today I announced important changes in the
way companies are taxed. The idea is to bring down
sharply the rate of tax they pay on their profits
and to get them to put their money into projects
that will be successful. Not just because that's
good for British business, but because it's good

for profits, and profits are good for Jjobs.

12. But there is one great danger - a danger

that could slow down the recovery, and make us
worse off than we need be. That danger is too much
government spending. What government spends has

to come either from taxes, or from borrowing. No
responsible government wants to run up huge

debts which our children will have to pay off.

So if we were to let government spending rush
ahead, that would have to be paid for by higher

taxes.

13. Let me show you what I mean with a diagram.
Over the years national output has risen. But
government spending has risen even faster. So we
have all had to bear an ever -increasing burden
of tax. That's left people and businesses with

less spending power, and has slowed down the economy.
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Now we have a real prospect of steady growth in

the years ahead. However, if government spending went
on rising in the old way, as it did before this
Government brought it under contrecl, we'd never be able
to cut tax rates. But if we can now continue to

hold it at its present level - and I mean hold it,

not cut it - then as output rises we shall all have

a bigger and bigger share to spend as we choose,

and companies will have more and more to invest in new

jobs.

14. Today's Budget contained another important

step to help businesses create more new jobs: the

end -at long last - of the National Insurance Surcharge,
the tax on jobs introduced by Labour. So we've removed
another weight from around the neck of British

business.

15. There was good news on income tax too. Most
people agree that those on low incomes are paying
too much tax. Today I did something about that,
making it more worthwhile to work, by giving both
single people and married couples a 122% increase
or their tax allowances. The married allowance

will now be higher, in real terms, than at any time

in the 40 years of our post-war history.

16. In order to bring down taxes on wages, I've
had to put up some taxes on spending:on cigarettes,

for example. But I believe that people prefer to have

more money in their pockets, to spend and save as they wish.
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17. So well over three-quarters of a million people
income

who would have been payin%/tax next year if I hadnot put

up the allowances, now won't have to pay at all. That

includes 100,000 widows. And the tax paid by most

married couples will go down by at least £2 a week.

18. And there was more good news for young couples
thinking of buying their first home and worried about
the stamp duty. Following the Budget nine out of ten

of them won't now have to pay any stamp duty at all.

19. This Budget looks ahead and sets the pattern
for the next four years. It's designed to make the
economy work better and help bring new Jjobs. And

it points the way to lower taxes too. Our policies
are paying off and we're sticking to them. Today
inflation is down and the economy's growing. Our
prospects are very much better than for a long time.

This Budget builds on that success.



