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YOUNG: seone How can the Budget, which it is being said - I mean

by the Treasury among other people - is likely to increase unemployment
how can a Budget like that work do you think?
CHANCELIOR: Well the effect of it is to lay the foundations for
getting unemployment coming down. And the most imporEnt foundation for
that is getting inflation coming down. That's the centre piece of
our policy, it has been ever since we came in. So if we're to do
that we've got to make sure Government's not borrowing more than it
can sensibly do. Putting it very simply, I have to balance the
books in a sensible fashion if interest rat es are going to come down,
if inflation is going to come down, if industry is going to be able
to have the right chance to begin creating new jobs.
YOUNG : You see I suppose the question one has to ask is; why does
it appear that the TUC, the CBI, a lot of your Back Benchers and
so on, are all at odds with you? In other words, are you the
only one in step?
CHANCELIOR: You will find that the overwhelming majority of our own
parliamentary Party supports the strategy we're on very strongly.
Am*it's my impression, talking to the great mass of ordinary folk
up and down the country, that they also do so. They see very
clearly Bel: we've got to get on top of inflation, and that any sensible
Government has got to balance its books. And that it isn't for the
Government tO begin spending us back to prosperity.
If you look at what's happened in Briteim you see over recent years;
there's been no shortage of cash or demand But for people's wages they
have been‘Fisins very sharply, but imports have been going up and not
output. What we've got to do is to get the balance of the thing
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right and I have to start right back here in the cetre

of Government. To put it very simply; last year we had Vvery

big increases in pay for all those that work in the public sector. It

cost the Government £2 billion or sO.

In the year ahead we're gOing

to have big increases, as is right, in pensions. That's another cost

C/ of £2billion or sO. That's £ billion extra And it happens thal those

figures coincide pretty closely with

the extra revenue I'm getting on

taxes on alcohol, tobaco and petrol and the taxes that are going to

come from leaving income tax thresholds where they are. Now it's

that sort of arrangeent. I have to get it back into that sort

of balance. geh T'd borrowed, as we would have been doing, €%

billion then interest rates would have been going up through the roof

instead of coming down.
YOUNG : You've just mentioned the
about that because that seems to have

ally o\most anything else you did in

magic word petrol; can I askyou
caused more comment that practic:

the Budget?

CHANCELIOR: Yes, it s a very sensitive, and understandably, 2 very

sensitive subject because petrol is jused by sO% many of us in our

motoring for work as well as for plea
surprising to say SO the price o?’pe
Budget in terms of purchasing power i
was in 1970, or in 1950. But as infl:
on the gallon of petrol has fallen a
up last year ax as you remeber by 0P

moved since then at all really. And

sure. Though in fact it may be
trol per gallon after this

s almost exactly the same as 1t
ation has happend the tax take
s a percentage of it. It went

. In fact petro prices haven t

this additional tax we're now

taking is going @ very little furthei than is necessary

to keep the Exchequer's share in lne

with inflation.

YOUNG: But surely it's pound to increase the cost of transporting

goods about the country and therefore bound to cause problems?
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CHAN\CELIDR_ It makes a small contribution to additonal costs of that
kind. The effect of it on the cost of living altogether is

only just over half a' percentage point because it's gread through
SO many different transactions. And looking at the other side of it,
if I didn’t get revenue from that quarter then I should be increasin;
my borrowing by more than another £1,000 and that would be likely to
send interest rétes again in the wrong direction.
YOUNG: Are you confident that you're going to get the full 20 p
through?
CHANCELIOR: I think so yes. I think that when I've discussed it with
colleagues in the parliamentary Party they do understand that this
Budget, like so often in housekeeping, is an amalgem combination of
many uncomfortable choices. While most of the taxes we're having to
increase are unattractive, taxes are like
that, but one's got to make the best of the choice one has. I think |
most people understand that. |

YOUNG: But if pressed on the 20p for petrol would you be prepéred

to lessen it somewhat?
'
CHANCELIOR: No I don t think I've got any room to maneouvre. You

see, it's/)owe than a billion £'s the yeild from petro and other
hydro -carbon oils. And that's equivalent to well over a penny on

———
income tax for examgle. And people I donlt think want to see that

rate going up again. The money has got to come from somewhere

I quite beleive that after we've done this our petrol will still be |
cheaper than most of Furope. Because I think it's the exce ption |
of Germany and Holland.

INTERVIEWER : Would it be better perhaps to have put it on petrol |
but not to have put it on derv?
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CHANCELIOR: That I think raises difficult complications. One of
them is that the diesel engine car market in this country is a parf.ic-\
ularly sensitive one and we discussed that with industry. OD the
whole we think they should move in line with each other. Last year
in our first Budget you may remember I did actually bring petrol
up and hold derv steady to get them back into line, they'd got out
of linpe. I think it:s sensible to move in line now.

YOUNG: Let me ask you something that Peter Shore said a little while
ago; he said in this spiral of decline with 90% of companies working
under capacity, unemployment rising to over 3 million, it's in the
interests of the country to increase spending on things like 1long
term berlfit investment by which I mean railway electrification,

raad programmes, replacing some of the rotting sewersand housing
programmes. Is it not better in fact to pay people to work rather
than pay people to not work?

CHA :NCELIOR It's obviously better to do that if you can. But that
with which you pay them, whether it's to work or not to work

is limited . This is the point. And the suggesti ng which Peter
Shore puts forward tht we can somehow solve this thing by increasing
borrowing is not the way out because the Money isnft there to
——

increase borrowing in that way. You see what;s been happening ,

and people need to be reminded of this so often, is that our actual
personal living standards over the last 3 years and many years now

e
have gone On going up while the resources of companies and the

resources available for capital invesment by Government have gone on

shripking. . We've actually all been enjoying as individuals many of
. =

the benefits of North Sea oil already. Because that s keeping the

£ up and everybody is able to buy things more cheaply

round the rest of the world.



So people have been becoming better off and the resources that

companies and busi s0 desperately need haven‘t been there.
Hence this Budget. Hence I'm afraid higher taxes on people but lower
interest rates for business

YOUNG: Now Peter Shore said quite categorically that he would borrow
the money. And when you say the money isn't there to be borrowed
he says well there are vast sums in collective savings, in pension
funds and so on)which wuld be - and he used the word - persuaded to
invest?

CHANCELIOR: The way in which they are persuaded to invest in a free

society is by the level of interest rates. Because the money that the

pension fudnds and insurance companies have doesn't belong to Peter
Shore or any politician)it belongsto the pensioners present and future
of this country. Many millions of people whose pensions depend upon
those pension funds getting the interest to which they're entitled.
Now ¢f a socialist Government was to come along and say whatever you
may tlx'ak about the right interest rate pension funds we're going to
coral your money and begin spending it though the State at unfair
interest rates, Bt uctieese BTSS! wsSar; that would be unfair to

s pensioners and a very Very damaging thing to do. And I think that
he doesn't actually recognise the reality of the world we live ine
Inbe:fst rates now at 12% are well below the equivalent rates in the
United States, they're below those in Germany or France. In a world
at the time we'r%:ow living in =% interest rates have to be at a
certan level if people are to be fairly compensated for investing
their savings. The mmx money in pension funds is the accumulated
savings of pensioners.

YOUNG: Can we g© 'ba&( to something which we were talking about just
nowt would it not make s'ense in fact to be into projects like new road:
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=k and railway investment and so on?

CHANCELIOR: I'm very much in favour of trying to find additional
investment projects which can be sepearately financed with the
private sector. Now ‘olne gc)fhe problems of our coutnry at present
you see is the large chunk of it is blighted by having beel}(aken
into public ownership, having been nationalised. And it's very very
difficult whenw y'ou're dea\'mg with some of those nationalised industries.‘
to identify separate profitable projects into which money can be |
put in that way. That's one of the reasons why we'removing as fast

as we can on what we call privatising. That's why we were gkl to get
British Aerospace back to the private sector within the last few weeks, |
and thank halens Q out of 10 of the #y workers bbught shares in ity
which shows they've got ;wconfidence in it. Now if we can get
projects out into the private sector in that way being disciplined
Wmew: by profits depending upon success and -mmm rewarding the investor
depending On success, how much better that would be. How much better
off we would be if we hadn't got these gigantic indwtries like °

I'm afraid the steel corporation in public ownership.

YOUNG: Yes but you have got them haven't you?

CHANCELIOR: Of course we've got them and we're putting, because they
belong to us at the moment, large chunks of money into them. Very
large sums of money into those industries that are in public ownership.
But when I think back on my life, my home town in South Wales in POrt
Talbot that used to be called the city of #Steel that never sleeps,
working as I did in my young days at the Bar throughout the steel
ind\%try in wWales. Those great private companies with gmss pride and
competitiveness all taken through a politrcal thrust into public ownershi
and all now sadly throlintogether in the BRitish Steel korporation, T

regret the mistake that was.
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YOUNG: But however much you wanted to are Jou ever going to take those
out of public ownership?

CHANCELIOR : Oh no indeed I mean we have after all recently taken

British Aerospace back into private ownership, that' s one example.

We 've 8ot some schemes already taking place with parts of the British
Steel Ccrporatio;a gcixz)g back into joint private ownership. Parts

of the railway operations, ferries and so on going into private ownersm
And the interesting thing now is that whereas 5 or 10 years ago
somebody like yourself would have said well what diffexfme does it make
Sir Geoffrey whether they're owned by this or that, most people

in those ifjdustries now kmow that they will benefit

by getting back into a relationship which is not dependent on the
Government as their paymaster. :

YOUNG: Coming back to the Budget. In your Ministerial broadcast on
Tuesday you said if we're going to stop unempoyment going up we've

got to keep inflation down. But you have also said that as a net

result of the Budget will be a rise in prices of at any rate 2 pence(%).

So what is that doing for jobs?

CHANCELIOR: NO that's the immediate conseguence of the indirect

tax increases. It's #mme of the awkward features of inflation that if
I'm merely to keep my share of rising prices the same I have to take
with that kind of change in the tax on tobacco and cigarettes and so
Oones. But it doesn't effect the long run prospect. Our forecast is
that inflation by November will be down to 10% and gommg on coming
down next year. We're increasing pensions so as to make sure they
stay alongside inflation over the last 2 years. We're puttingl “F
child bendits to mmke sure they stay alongside inflation. ”~1




It's to maintain those benefits for people who are hardest pressed

that we have to place a tax burden on the rest of us.

YOUNG: But with respectt you said our forecast is .... a {year ago
you forecast public spending at £7% billion . Didn"t quite turn out
that way though did it? i

CHANCELIOR: Nq, public spending is probably the most & difficult l

thing to control. But if we're to begin  swapping forecasts a year ‘'

ago I pregdicted a level of inflation that was actually 1% higher

than it turned out. In other words we beat our infhtion forecast

by 1%. So some}:hings do go the right way.

YOUNG: Another thing that Peter Shore said a little while agoy he

said it_s the role of Government in a time of recession to prime

and pump the economy. What do you say to that?

CHANCELIOR: Well it's an attractive image of course. But even

pump priming costs money and you have to kmow where to prime the pump ,
Ope of the things I think we've learned again from the experience

over many years isylgh;_at the politigian is not very good at picki'ng winne
The best way of ps::;;;llg the pump is by creating the comiitinns in which
industry and enterprise can do it for itsielf. And that's why I thik =
it's so important to regard the reduction of interest rates and the
reduction of inrlatiox{as probably the best prize we can offer, the
best way of priming the pump, tkan rather than any politically
directed expenditure.

YOUNG: Now one of the main planks on which the Conservative Gvernment
was elected was the reduction of taxation. According to the Treasury
this morning the total amount of taxation as a percentage of the

GDP =x in 1980 was 44.5%. Is that the sort of percentage which you
wouldhope to see?

CHANCELIOR:  The burder; of taxation as a percentage, as you rightly
say, bas been rising. That's not what we want. The total national
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national productiong is not expanding. We're having to maintain very
e€Xxpensive programmes. I'm afraid it/s inevitable that the burden will
shift the wrong way. 11':[5 far worse to borrow the mogney than to
raise it honestly by higbqfr taxes. But we believe if we keep it in
balaneclike that thenw we can get the economy growing (back into growing
again and then thg tax burden can begin to fall again. |
YOUNG: Now it looks as though - I mean some Conservative back benchers:
David Crouch was on here yesterday for inskance - looks as though they “i
arexmakr<fwfairly unhappy with the Budget and they might try to get

it amended during the committee stage. What happens if they do

that?

CHANCELIOR: Well the committee stage is about discussions on the

shape of the Budget. So we shall hear as we always do a number of
suggestions and crikicisms for discussion. But I don‘.t beledve

that the pargliamentary party, or Parliament itself, is likely to
dewmsceex disturb the shape of the Budget because it\s a Budget which _
is founded on facts, facts founded on the options that we'}.fa got to

face up to #. You'll find that in most countries at the moment

t}i"e are quite a lot of people who , are as you are saying, are 4

quite unhappy. Because all the countres facing the comequences of the
huge price rise in '0il in the last 2 years are having to tighten
their belts. And finance Ministers in every country round the world
are having to face criticism for having to balene: their Budgets.

So of course it's tight, but JRtaiOmesesdsesimses: Sagh but I think
that most people understand that and gespect the need for getting the
books right.

YOUNG: Now on the thorny subject of petrol In 1977 you said of Jin
Callagahan, on the su Gt of petrol you said, " ‘fhis is a selective tax
it's deliberately biased aganst those who have no option over the
method by which they travel to work and it's ddeliverately b:‘éed

against those in rural areas". I mean what's the difference in 1977
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CHANCELIOR:  Well at that time the tax package that had been adve

was concetrated particularly o-n petrol price increases. What we |
are doing this time is in the context of a general increase in excise
duty across the board. i Part of sharing the burden. I think that
probably some[ the things that people say about ;tax system are bound
to be critical because it's uncomfortable. But I think that one
has no option b\;t to do this. |
YOUNG: On Wednesday morning the Financial Times following the
Budget’said it would be ideal to prdend that the decisions announced |
ennouneed in the Budget are anythng more than a deféa) {;zr the
Gaernment. Do you think that's a correct analysis?
CHANCELIOR: Yes that's the opening sentence of their leading article
o which went_on'after analysing the Budget co;nplﬂ;«i”to praise me for my
dogged resoiutiOn and say that I had no alternative bdut what I was
doing.. So you pays your money and you takes your choice. That is
the facylyou see, if in fact our society is determined to maintain B
spending programmes On the size that it has , if it's determined
to go on protecting the pensioner against inflation - and that’ s very
understandable - if it's determine,dﬁo g0 on maintaining a hedth servic:
and we're expanding resources going into hezkth, then we have to pay =
for it. And the fact is tt the total of spending last ;?n::r is going
to be higher than it was last year and taxes have to go up to pay to
b(’?niﬂethose books. . D,
YOUNG: But the pensioners didnnt get the full rise to whih they
were entitled of course?
GEANCELIDR: No they did in fact. You see, it's because of the
part I mentioned earlier on. Last yaar we actunlly got prices down
a point below my forecast so0 they got a meﬂtagepomt more than
they were entitled to on that ama)ysxs. Thisyear we're simply
balancing that. We think infhtion will go up by 10% and they'regoing
10



theylre-going to get 9%.. SO that over the two years they will be

{ully protected. And indeed I think it's something we can even be
proud of becaguse over the .last 10 years or so the value of the pension
the puichasing power of the pension has gone up by twice as much as

the cost of living. So that under successiveGovernments we have

stood by the pensioners even althougk}khe world we're livﬁi:ng in is geffing

tougher and tougher.

YOUNG: Now just now when I made reference to the FT, Jou carried On |

the quote and you made reference to your dogged resolution, or indeed \“

they made reference to your dogged resolutiony does this mean then

that this is the path and xedtx you're committed to it, there'll be no |

U-turns and no deviation and that \}:n you talk to me this time next

year we shall still be on the same course?

CHANCELIOR _: That I think is what most people have rightly read

as the message Of this Budget. When we set out to regard inflation

and the conguest of mflstlm]/uas the first objective wa#eant that.

And a Government that does mean that has got to remain resolute

in pursuit of that objective. We are doing so. I think that people

will see that that does lay the foundation for the long term g:mh‘f}vm/ft

and return to prosperity that we want . If we turn back from that,

like every preceding Government has tended to do, then we'lli::d inflation

oo-p—&:l'bﬁ back, we shall find unemployment coming back at an even higher

level. It is bound to be t;& to sustain this course but I think
Govlmmin

that most people want to see & G—ernment that actually has the guts

to hang on to that objective as we're doing.

YOUNG: Even though that may mean 3 million, 4 million or however many

millions unemployed?

LS
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not the kind of figure that is in prospect

‘to remember the whole time , it's the lesson
er many years, if weiqmmss: g'-e up the pursuit
innagion then mx in fact unemployment would get

, and in a sentanee, as far as you\fhe Chancellor

r and the Prime Minister is concernedxsmmse it's we shall

shall not be moved from our central objectives. Of !
tand that steering an economy and taking people like
onomic difficulties of this kind is a difficult

#lling to respond as far as we possibly can

3;3«9,{: = change and soften the edges of what is peces-
But fuom the central objective the British
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