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I n v i e w of the p r e p a r a t i o n s you a r e now making f o r the budget and the 

d i s c u s s i o n s we a r e h a v i n g on p u b l i c e x p e n d i t u r e I hope you may f i n d i t 

h e l p f u l t o have an account o f how we see t h e economic o u t l o o k i n 

Scubland,. I am t o have a m e e t i n g s h o r t l y w i t h K e i t h J o s e p h t o d i s c u s s 

r e g i o n a l p o l i c y b u t I am concerned t h a t any f o r t h c o m i n g changes i n 

p o l i c y s h o u l d be seen a g a i n s t the w i d e r economic background. 


The v a r i o u s economic f o r e c a s t s f o r the UK economy, though d i f f e r i n g 
i n d e t a i l , a l l agree t h a t unemployment d u r i n g 1979 i s l i k e l y t o r i s e . 
I n p a r t t h i s i s a consequence o f the low growth r a t e i n w o r l d t r a d e , 
end i n p a r t the r e s u l t of g u i own weak e x p o r t performance stemming i r o m 
t h e c o m b i n a t i o n o f a s t r o n g and s t a b l e c u r r e n c y w i t h r i s i n g u n i t c o s t s 
o f p r o d u c t i o n ; b u t the r e s u l t i s t h a t economic growth i n the UK i s 
u n l i k e l y t o match the economies n a t u r a l growth i n p r o d u c t i v e p o t e n t i a l 
so t h a t t h e r e w i l l be an i n c r e a s i n g s u r p l u s of unemployed labour. 
Recent economic performance i n S c o t l a n d has, i f a n y t h i n g , been s l i g h t l y 
weaker than f o r the UK as a whole; and w i t h a s e r i o u s s i t u a t i o n a f f e c t i n g 
a number o f our major i n d u s t r i e s , n o t a b l y s h i p b u i l d i n g , we would e x p e c t 
t h i s weaker performance a l s c t o be a f e a t u r e of the y e a r ahead. V.'ith 
s e a s o n a l l y a d j u s t e d unemployment i n S c o t l a n d now a t 7»3%i t h i s means 
t h a t r a t e s o f between 8 and 10% f o r S c o t l a n d as a whole, and much h i g h e r 
i n d i f f i c u l t a r e a s such as S t r a t h c l y d e , a r e q u i t e p r o b a b l e next w i n t e r w i t h / 
any change i n e x i s t i n g p o l i c i e s . out 

There i s of c o u r s e v e r y w i d e s p r e a d c o n c e r n o v e r unemployment i n S c o t l a n d , 

p a r t i c u l a r l y i n S t r a t h c l y d e , and over the d i f f i c u l t i e s f a c e d by some o f 

our major i n d u s t r i e s . There i s no doubt t h a t t h i s was a major f a c t o r 

i n t h e S c o t t i s h e l e c t i o n r e s u l t s and- I have made i t c l e a r p u b l i c l y t h a t 

 a t t a c h the h i g h e s t p r i o r i t y t o b r i n g i n g the l e v e l o f unemployment 

down. F o r the l o n g e r term I am i n no doubt t h a t r e duced l e v e l s o f d i r e c t 

t a x a t i o n and a r e d u c t i o n i n the c o s t of f i n a n c e f o r i n d u s t r i e s t h r o u g h 

l o w e r i n t e r e s t r a t e s a r e a p r e - r e q u i s i t e f o r f o s t e r i n g e n t r e p r e n e u r s h i p 

and s t r o n g e r economic growth. But the b e n e f i t s of t h e s e measures w i l l 

t a k e t i m e t o work t h r o u g h . I n the s h o r t term i n c r e a s e d p e r s o n a l 

d i s p o s a b l e income as a r e s u l t o f t a x r e d u c t i o n s i s l i k e l y , p a r t i c u l a r l y 

vizh t h e p r e s e n t s t r o n g exchange r a t e , t o r e s u l t i n i n c r e a s e d i m p o r t s 

o f c onsumption goods, w h i l e the o f f s o t t i n g r e d u c t i o n s i n p u b l i c 

e x p e n d i t u r e w h i c h we must make w i l l n e c e s s a r i l y g i v e r i s e t o h i g h e r l e v e l s 

o f unemployment. 
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I



I a c c e p t t h a t some d i s c o m f o r t i n the s h o r t term i s a p r i c e w h i c h i t 
i s n e c e s s a r y to pay f o r a b e t t e r f u t u r e . But I am p a r t i c u l a r l y 
c o n c e r n e d t h a t we s h o u l d not press coo f a r our economies on s u p p o r t 
f o r i n d u s t r y i n r e g i o n s o f h i g h unemployment and on the MSCs temporary 
employment measures, b o t h o f which are my r e s p o n s i b i l i t y i n S c o t l a n d . 
I f we do, I am c o n v i n c e d t h a t we c o u l d r a p i d l y i n c r e a s e S c o t t i s h 
unemployment t o l e v e l s w h i ch become b o t h s o c i a l l y and p o l i t i c a l l y 
i n t o l e r a b l e and j e o p a r d i s e our chances o f h o l d i n g t o our l o n g term aim. 
We c o u l d a l s o f i n d t h a t our h a r d earned s a v i n g s were l a r g e l y o f f s e t by 
a g r e a t e r o u t l a y on unemployment and s o c i a l s e c u r i t y b e n e f i t s . The 
p r e s e n t i n d u s t r i a l r e c e s s i o n i s so s e v e r e and the squeeze on company 
p r o f i t s and l i q u i d i t y i s so i n t e n s e t h a t many companies f a c e d i f f i c u l t i e 
w h i c h i n normal t i m e s c o u l d be c o n f i d e n t o f good l o n g r u n p r o s p e c t s . 
Under t h e p r o v i s i o n s o f our 1972 I n d u s t r y A c t my Department has been 
a b l e t o use s e c t i o n 7 a s s i s t a n c e t o h e l p i n many ca s e s and I a t t a c h 
v e r y g r e a t i m p o r t a n c e t o b e i n g a b l e t o c o n t i n u e t o do t h i s . Indeed 
i n my d i s c u s s i o n s w i t h t h e STUC I have s a i d t h a t so l o n g as a good 
p r o s p e c t f o r a v i a b l e f u t u r e can be demonstrated we w i l l do our b e s t 
t o h e l p companies i n d i f f i c u l t y . F o r new i n d u s t r i a l p r o j e c t s a l s o 
t h e l e v e l o f a s s i s t a n c e we can o f f e r i s o f g r e a t i m p o r t a n c e s i n c e we 
f a c e i n t e n s e c o m p e t i t i o n from o t h e r European c o u n t r i e s , as has been 
e v i d e n t from some r e c e n t c a s e s . As t o the temporary employment measures, 
t h e s e a r e o f co u r s e o n l y a s t o p gap i n t h e p r e s e n t v e r y d i f f i c u l t 
s i t u a t i o n , but t h e y reduce t he unemployment r e g i s t e r i n S c o t l a n d by 
some 20 thousand and t h r o u g h t h e work e x p e r i e n c e and t r a i n i n g t h e y 
p r o v i d e a r e o f c o n s i d e r a b l e s o c i a l b e n e f i t . Thus w h i l e I a c c e p t that­
i t  i s c l e a r l y r i g h t t o r e v i e w b o t h r e g i o n a l and i n d u s t r i a l p o l i c y and 
the MSCs temporary measures t o ensure t h a t we have t h e maximum c o s t 
e f f e c t i v e n e s s , I hope t h a t the g e n e r a l framework o f the 1972 A c t can 
be k e p t i n t a c t and t h a t we w i l l not attempt d r a s t i c s a v i n g s on t h e s e 
p o l i c i e s . 

F i n a l l y , I must add a p o l i t i c a l n o t e . We rema i n t h e o n l y p o l i t i c a l 

p a r t y w h i c h i n the p o s t war y e a r s has e v e r won a m a j o r i t y o f t h e t o t a l 

S c o t t i s h v o t e , but our p o s i t i o n i n recerrt" y e a r s h a s s l i p p e d v e r y b a d l y 

and, d e s p i t e t h e s e t - b a c k t o t h e SNP, was d i s a p p o i n t i n g a t t h e l a s t 

e l e c t i o n . I f we a r e t o improve our p o s i t i o n as I b e l i e v e we must, 

we have t o demonstrate t h a t our p o l i c i e s p a r t i c u l a r l y i n t h e economic 

f i e l d match up t o S c o t l a n d needs. R e g i o n a l p o l i c y , a t l e a s t i n i t s 

modern form, owes i t s o r i g i n t o the c o n s e r v a t i v e Government o f the 

e a r l y 1960s and s i n c e t h e n much can be c l a i m e d t o i t s c r e d i t ; o v e r 

100,000 a d d i t i o n a l j o b s i n S c o t l a n d a c c o r d i n g t o t h e b e s t independent 

e s t i m a t e , g r e a t l y r e d u c e d e m i g r a t i o n and l e v e l s o f p r o s p e r i t y much 

c l o s e r t o t h e UK ave r a g e . We would do S c o t l a n d and o u r s e l v e s a g r e a t 

damage i i we were t o a l l o w t h a t momentum t o be l o s t . 
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