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The Ri g h t Honorable 

Margaret Thatcher, M. Prime M i n i s t e r 

London 


Dear Madame Prime M i n i s t e r : 


The s t u n n i n g v i c t o r y o f the Co n s e r v a t i v e P a r t y 

i n the pa s t e l e c t i o n , and w i t h i t your accession t o t h e 

post o f Prime M i n i s t e r o f Great B r i t a i n , i s one o f the 

most s i g n i f i c a n t events o f our t i m e . 


I f you succeed i n your a m b i t i o n t o r e v i t a l i z e 

B r i t a i n ' s f r e e e n t e r p r i s e system, the e n t i r e Western 

World w i l l be renewed i n l i f e and hope. Western 

c i v i l i z a t i o n w i l l have r e g a i n e d a f u t u r e . 


As an American h e i r t o the g r e a t freedoms f i r s t 

expressed i n Magna Charta — the i d e a l s and i n s t i t u t i o n s 

which you have c a l l e d "the Legacy o f Runnymede" -- I 

m i g h t i l y hope and wish t h a t you and your P a r t y w i l l suc­

ceed . 


As you c o n s i d e r the v a r i o u s economic and s o c i a l 

a l t e r n a t i v e s which are a v a i l a b l e t o Great B r i t a i n , the 

problems which c o n f r o n t you are e s s e n t i a l l y the same as 

those which c o n f r o n t the l e a d e r s h i p o f every i n d u s t r i a l 

democracy; i n f a c t , these problems are as o l d as the 

I n d u s t r i a l R e v o l u t i o n which was the m i r a c u l o u s g i f t o f 

your c o u n t r y . 


But w i t h our i n a b i l i t y t o s o l v e t h e economic 

problems a r i s i n g from i n d u s t r i a l i z a t i o n , they have grown 

ever more complex and i n s o l u a b l e . Now the w o r l d has come 

t o r e a l i z e t h a t nobody's c o n v e n t i o n a l wisdom, e i t h e r l e f t , 

c e n t e r o r r i g h t , a p p l i e s t o the new c o n d i t i o n o f our 

i n d u s t r i a l age. 


With these thoughts i n mind, I am t a k i n g the l i b e r t y 

o f u r g i n g upon you and the members o f your Cabinet an 
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a l t e r n a t i v e economic idea which I myself advocate and 

which i s c a r r y i n g g r e a t e r and g r e a t e r w e i g h t and i n f l u e n c e 

w i t h my c o l l e a g u e s i n the U n i t e d S t a t e s Congress. 


You are s u r e l y aware t h a t our r e s p e c t i v e c o u n t r i e s 

share the dubious d i s t i n c t i o n o f r e c o r d i n g the l o w e s t 

p r o d u c t i v i t y gains o f any f r e e w o r l d economy d u r i n g t h e 

l a s t decade — i n b o t h cases, a m i s e r a b l e 27 p e r c e n t . The 

seriousness of t h i s problem i s h i g h l i g h t e d when one 

recognizes t h a t , d u r i n g the same p e r i o d , the o t h e r Western 

i n d u s t r i a l n a t i o n s i n c r e a s e d p r o d u c t i v i t y a t the f o l l o w i n g 

r a t e s : Japan, 107%; France, 72%; West Germany, 70%; I t a l y , 

62%; Canada, 43%. C l e a r l y , n e i t h e r Great B r i t a i n nor the 

U n i t e d S t a t e s i s i n c r e a s i n g p r o d u c t i v i t y a t a r a t e which 

makes us c o m p e t i t i v e i n f o r e i g n t r a d e . One major consequence 

of l a g g i n g or d i m i n i s h i n g p r o d u c t i v i t y i s t h e i n f l a t i o n 

which b e d e v i l s us a l l  . 


Of course, one t h i n g we need t o do i s f i n d ways 

t o i n c r e a s e each i n d i v i d u a l worker's p r o d u c t i v i t y , t h e r e b y 

i n c r e a s i n g t h e volume o f goods and s e r v i c e s which are 

competing f o r the consumers' d o l l a r . 


I have long b e l i e v e d t h a t employee ownership o f 

the employer company's st o c k s i g n i f i c a n t l y i n c r e a s e s p r o ­

d u c t i v i t y . I n J u l y o f l a s t year, the Senate Committee on 

Finance o f which I am Chairman, h e l d h e a r i n g s on Employee 

Stock Ownership Plans (ESOPs). During these h e a r i n g s such 

companies as Sears, Roebuck & Company, and the Dow Chemical 

Company were unanimous i n t h e i r o p i n i o n t h a t e n a b l i n g 

employees t o a c q u i r e s t o c k ownership i n the companies f o r 

which they work b e n e f i t s not o n l y the c o r p o r a t i o n and i t s 

employees, b u t the economy as a whole. 


There was complete agreement t h a t the u n i f i e d 

i n t e r e s t which r e s u l t s from employee st o c k ownership has a 

d e f i n i t e impact on p r o d u c t i v i t y . Many o t h e r companies 

endorsed the ESOP concept as w e l l , among them American 

Telephone and Telegraph, General Telephone & E l e c t r o n i c s 

C o r p o r a t i o n , Gulf O i l C o r p o r a t i o n , Weyerhauser C o r p o r a t i o n , 

McDonald's C o r p o r a t i o n and Celanese C o r p o r a t i o n . 
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U n f o r t u n a t e l y , the U. S. Treasury Department has 

e i t h e r o b j e c t e d t o , or f a i l e d t o demonstrate any measurable 

enthusiasm f o r , any new t a x i n c e n t i v e s f o r employee s t o c k 

ownership on the grounds o f revenue l o s s . By c o n t r a s t , I 

have l o n g suspected t h a t ESOPs, f a r from b e i n g a revenue 

d r a i n on the Treasure, a c t u a l l y generated p o s i t i v e t a x f l o w . 


I n an e f f o r t t o demonstrate the v a l i d i t y o f t h i s 

f a c t , I have undertaken a survey o f one hundred companies 

w i t h ESOPs t o a s c e r t a i n the e f f e c t s ESOP has had on Federal 

taxes p a i d , employee p r o d u c t i v i t y , s a l e s , p r o f i t s and 

employment. 


Twenty-two o f these ESOP companies have a l r e a d y 

responded. The f i n d i n g s so f a r have been tremendous: Since 

e s t a b l i s h i n g the ESOPs, these companies experienced a 38% 

incr e a s e i n p r o d u c t i v i t y per employee, a 67% i n c r e a s e i n 

t o t a l s a l e s , a 125% i n c r e a s e i n c o r p o r a t e p r o f i t s , a 30% 

in c r e a s e i n the number o f people employed, and they have 

p a i d 112% more i n Federa l income t a x e s . 


I n the economies o f bo t h Great B r i t a i n and the 

Un i t e d S t a t e s , ownership o f p r o d u c t i v e c a p i t a l i s h i g h l y 

c o n c e n t r a t e d . You a r e , o f course, f a m i l i a r w i t h t h e 

r e p o r t s o f your own Royal Commission, headed by Lord 

Diamond, which i n d i c a t e d t h a t i n Great B r i t a i n the t o p 

one p e r c e n t o f people owned around a q u a r t e r o f t o t a l 

p e r s o n a l w e a l t h . I n the U n i t e d S t a t e s , a l l q u a l i t a t i v e 

s t u d i e s conclude t h a t w e a l t h ownership i s almost as 

c o n c e n t r a t e d as i n England. 


You b e l i e v e as I do, t h a t p o l i t i c a l freedom i s 

d e r i v e d from economic freedom. This i s t h e g r e a t t r u t h 

which your C o n s e r v a t i v e P a r t y e x i s t s t o defend. But unless 

we work t o b u i l d economic independence and more ownership 

o f p r o d u c t i v e c a p i t a l i n t o the work f o r c e s o f our r e s p e c t i v e 

n a t i o n s , we s h a l l n o t be a b l e t o keep w i t h i n manageable 

bounds those w e l f a r e , s o c i a l s e c u r i t y , unemployment 

ins u r a n c e , housing, food and medical s u b s i d i e s which are 

r e q u i r e d by m i l l i o n s o f our c i t i z e n s . Our people would need 

l e s s o f those s u b s i d i e s i  f they were not dependent s o l e l y 




The R i g h t Honorable 

Margaret Thatcher, M.P., Prime M i n i s t e r 

Page 4 


on what they can earn from t h e i r l a b o r i n economies where 

the b u l k o f goods and s e r v i c e s are i n r e a l i t y produced not 

by l a b o r b u t by c a p i t a l i n s t r u m e n t s which are owned by o n l y 

a few people. 


As Sweden's L i b e r a l p a r t y d i s c o v e r e d when i  t suddenly 

i n h e r i t e d t h e f u l l - b l o w n w e l f a r e s t a t e b u i l t by t h e S o c i a l 

Democrats over 40 years o f c o n t i n u o u s power, i t i s v e r y 

d i f f i c u l  t t o d i s m a n t l e a seasonsed w e l f a r e economy. VThen, 

as i n Sweden, 42% o f the government's t o t a l budget went t o 

government employees, a l t e r n a t i v e s t o t a x dependency must 

be found b e f o r e people w i l  l r e l i n q u i s h the s u b s i d i e s which 

u n d e r w r i t e t h e i r l i v e l i h o o d s . You and I are b o t h advocates 

of economic freedom. But we must make sure t h a t when we 

t a l k about the v i r t u e s o f c a p i t a l i s m and f r e e e n t e r p r i s e , 

t h e r e are enough c a p i t a l i s t s among those l i s t e n i n g t o h e l p 

us w i n e l e c t i o n s . I f c a p i t a l i s m i s t o have meaning as a 

workable, d e f e n s i b l e system, i  t must have meaning t o the 

average B r i t i s h and American worker. 


The message, t h e r e f o r e , f o r today's owners o f w e a l t h 

i s t h a t i n the f u t u r e they w i l l f i n d t h e i r w e a l t h a g r e a t 

d e a l more secure i  f the p r e s e n t t r e n d i s r e v e r s e d — i  f 

the number o f c a p i t a l owners i s expanding w h i l e t h e number 

of w e l f a r e c l i e n t s and government employees s h r i n k s . A 

worker w i l l s u p p o r t c a p i t a l i s m i f i t a f f o r d s him a f a i r share, 

b u t i  f he owns no p r o p e r t y he w i l  l t end t o f a v o r government 

ownership. This i s the most a n c i e n t t r u t h i n p o l i t i c a l 

economy. 


During the p a s t s i x y e a r s , the U n i t e d S t a t e s Congress 

has passed, and P r e s i d e n t s have signed i n t o law, e i g h t 

l e g i s l a t i v e i n i t i a t i v e s t o promote employee st o c k ownership. 

Perhaps the most i n n o v a t i v e o f these i n i t i a t i v e s have been 

the Tax Reduction Act o f 1975 ( P u b l i c Law 94-12) the Tax 

Reform Act o f 1976 ( P u b l i c Law 94-455) and the Revenue Act 

of 1978 ( P u b l i c Law 95-600). These laws connected employee 

stock ownership plans t o the investment t a x c r e d i t f o r 

which every employer i s e l i g i b l e . I n essence, they p r o v i d e d 

t h a t i  f an employer e s t a b l i s h e s an employee stock ownership 

p l a n , and c o n t r i b u t e s stock t o i t  , the employer w i l  l be 

e l i g i b l e f o r an a d d i t i o n a l investment t a x c r e d i t . Several 

hundred o f the l a r g e s t c o r p o r a t i o n s i n the U n i t e d S t a t e s 

have adopted these investment t a x c r e d i t employee st o c k 

ownership plans i n response t o t h i s l e g i s l a t i o n . M i l l i o n s 

o f employees have become st o c k owners as a r e s u l t . 
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At the same t i m e , I r e c o g n i z e t h a t l a b o r - i n t e n s i v e companies 

may n o t have a s u f f i c i e n t c a p i t a l i n v e stment t o make such 

a program a t t r a c t i v e ; a c c o r d i n g l y , I i n t e n d t o work f o r 

enactment o f Fe d e r a l l e g i s l a t i o n which would p r o v i d e a t a x 

c r e d i t , based upon wages p a i d t o p a r t i c i p a t i n g employees, f o r 

employers who e s t a b l i s h and fund such an employee s t o c k owner­

s h i p p l a n . 


I have taken the l i b e r t y o f a t t a c h i n g as e x h i b i t s t o 

t h i s l e t t e r a number o f items which I b e l i e v e you and your 

Cabinet w i l l f i n d o f v a l u e . I n t e r e s t i n measures encouraging 

broadened c a p i t a l ownership has spread from my own Senate 

Finance Committee t o the J o i n t Economic Committee o f t h e 

Congress, the Small Business Committees o f the Senate and 

House, the U n i t e d S t a t e s Treasury and o t h e r agencies o f 

the F ederal Government. For your i n f o r m a t i o n , the House and 

Senate have each passed employee s t o c k ownership l e g i s l a t i o n 

d e a l i n g w i t h s m a l l business t h i s year. A t p r e s e n t , these 

b i l l s (S. 918 and H.R. 4011) are i n conference. I t i s 

a n t i c i p a t e d , however, t h a t they w i l l be passed and sent t o 

the P r e s i d e n t f o r s i g n a t u r e . Please be assured t h a t I and 

my s t a f f w i l l be a v a i l a b l e t o a s s i s t you i n any way p o s s i b l e 

i n t h i s r e g a r d . I n a d d i t i o n , I w i l l be most i n t e r e s t e d i n 

f o l l o w i n g Great B r i t a i n ' s e f f o r t s toward broadening Stock 

Ownership among i t s w o r k i n g men and women. 


With every good w i s h , I am 


cc : S i r N i c h o l a s Henderson 
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