ECRET I

i BUDGET STRATEGY

ION WE START FROM
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3 4 very severe monetary squeeze. This has had
ects on efficiency and attitudes in the private

Ty can't stand the present exchange rate and

gﬁ‘diture has risen as a result of the lower activity
Llieeie. Every time we look at projected spending and
orse. We MUST assume there is worse to come, and
iy. But we can not do much to cut spending further
& —_—

TRATEGIC OBJECTIVES

ill set the stagg for the next Election. We can

is optimism) and a Budget which

s will get worse (realism).
s A

that we will face
at further cuts,



gtsible before the Election. The credibility of

ey himself will be destroyed and your own position
~ It will be claimed 'you have used your strategy and
t us now reflate'.
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choice between realism and optimism is like the choice about
cut a firebreak to stop a forest fire. Do you do it 5

ack, sacrificing 5 miles of forest to be sure that you save

by town? Or do you cut it 1 mile back, hoping only to

e 1 mile of forest but recognising that if you have mls)udgcc
speed, you've lost the town? You choose the strategy which
iorst outcome least likely. WE HAVE NO CHOICE BUT TO GO

ECOMMENDED STRATEGY

sl éuld>nlot on a piece of paper, over time, the recent series
diture and PSBR forecasts. We should then project

wth trend line". (This is standard business practice.)
quantify our experience over the recent past.

ien design a Budget to reduce this realistic PSBR to
ith declining MLR. The Budget itself has to.

enue against a given expenditure. Let us decide

nue. Then let us determine the best way of

ﬂA ﬂﬁequencés of not collecting enough'revenue

. we ought to consider even the most

ncreases in direct taxes) .




and past Policy Unit papers show a familiar
111; too little and too late; hoping
 despite all the evidence; and resulting
the problem. This is the stoi‘y of the 19879
Budget. The 1981 Budget is absolutely the






