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Dear Ralph:

Many thanks for sending me your latest contributions to the House of Lords.
They are most impressive.

}) However, I write not simply to approve but also to disagree. In the other
'\"'J" piece you enclosed, "A Conservative Revolution in GFeat Britain," I differ
¥ very strongly with the views you express at the bottom of page 10 and the
k top of page 11, especially your parenthetical statement that "In 1984 our
American friends would not be facing high interest rates and rising infla-
tion if their government had been equally prudent in its earlier years."
I believe that statement is almost wholly false. Part of my reason is
contained in the enclosed reprint from the Wall Street Journal which deals
with the question of whether in fact deficits produce high interest rates.
The same qualification is correct with respect to the relation between
deficits and inflation. Deficits produce inflation if and only if they are
4 monetized. They have indeed been monetized to some extent over past decades
ot "u"; N m’f which is why we have had inflation. There is absolutely no necessity for
them to be monetized.

X

Much more important in my opinion, in the United States, if taxes had been
raised in the past few years the deficits would not have been reduced. The
result would simply have been a higher level of government spending. That
pr* certainly was the experience with the tax rise which Reagan reluctantly
consented to in 1982. He was supposedly promised by the leaders in the
w House and the Senate that for every dollar of increase in taxes there would
be a three-dollar decrease in spending. In fact, there was the predicted
increase in taxes; there has been absolutely no reduction in spending to
match it. We are likely to be going down the same rat hole currently with
7 & proposed package to make a start on closing the deficit. That start is
N much trumpeted as containing both increased taxes and reduced spending, but
5@ &’ the only part of it which has substance consists of the increased taxes; it
will not in fact reduce the deficit.

d’y What is true for the United States may very well not have been true for
Britain; I am not making any judgment sbout that. But I believe that your
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parenthetical statement does not allow sufficiently for the difference
between the parliamentary system in Britain, where the Prime Minister and
the Chancellor of the Exchequer get the budget they submit, and the U.S.
situation, where the President recommends and Congress disposes.

To change the subject altogether, our daughter her eleven ye:
and her husband are going to be in London und J1
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