
We are o n l y h a l f way t h r o u g h 1979 but so f a r t h i s y e a r we 


have had to watch the p r o s p e c t s f o r the w o r l d economy 


d e t e r i o r a t e month by month. We began the y e a r w i t h a 


good chance o f a b e t t e r b a l a n c e o f growth between the 


major c o u n t r i e s and l e s s e x a g g e r a t e d b a l a n c e o f payments 


s u r p l u s e s and d e f i c i t s a l s o . There was g r e a t e r c u r r s n c y 


s t a b i l i t y . Because o f what has happened on o i l tte 


p r o s p e c t s a r e now much worse, e s p e c i a l l y on i n f l a t i o n . 


F o r the second time i n 5 y e a r s the v u l n e r a b i l i t y o f the w o r l d 


economy to developments on o i l has been brought home to 


us. The economic growth which l o o k e d l i k e a n a t u r a l law 


i n the 60* s l o o k s a f r a g i l e t h i n g ' i n the second h a l f 


o f the 70's. T h i s i s a p r o f o u n d change f o r the d e v e l o p e d 


c o u n t r i e s . But among the b i g g e s t s u f f e r e r s are the 


d e v e l o p i n g c o u n t r i e s who have no o i l . They l o s e t h r o u g h 


i n c r e a s e d o i l p r i c e s , t h r o u gh r e d u c e d w o r l d a c t i v i t y 


and t h r o u g h the f a c t t h a t the d e v e l o p e d c o u n t r i e s are 


l e s s w e l l p l a c e d t o h e l p them. A l l t h i s means more 


i n s t a b i l i t y i n the w o r l d , b o t h e c o n o m i c a l l y and 


p o l i t i c a l l y . 


/ I b e l i e v e 
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 b e l i e v e the economies o f the c o u n t r i e s o f the f r e e w o r l d 


have the r e s i l i e n c e to surmount these d i f f i c u l t i e s , 


as they d i d i n and a f t e r 197^. But the room f o r 


manoeuvre i n economic p o l i c y i n our c o u n t r i e s has been 


r e d u c e d . 


I n m e e ting h e r e i n these c i r c u m s t a n c e s I b e l i e v e t h a t we 

assume a heavy r e s p o n s i b i l i t y . 

We i m p l y t h a t we can o f f e r l e a d e r s h i p and g u i d a n c e 

n o t o n l y to our own c o u n t r i e s , but to o t h e r s . 

I f we l e a v e the i m p r e s s i o n t h a t we axe f a i l i n g to f a c e 

f a c t s , o r are t a k i n g r e f u g e i n p i o u s p l a t i t u d e s , t h e 

s t a t e o f the w o r l d w i l l be worse than when we came. 

I t seems to me t h a t our b e s t c o u r s e ±a±c i s to make 

the p o s i t i o n on energy and the w o r l d economy c l e a r i n 

the s i m p l e s t language we can f i n d ; to s a y what we 

can do; but n o t to be a f r a i d to say what we c a n ' t do. 

We s h a l l i n s p i r e more c o n f i d e n c e by c o m b i n i n g r e a l i s m 

w i t h candour than by b u r y i n g the t r u t h i n m e a n i n g l e s s 

p h r a s e s . 

/ Nowhere 


J 
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Nowhere does thiJs a p p l y more than to the problems o f energy. 


I do not want to a n t i c i p a t e the d e t a i l e d d i s c u s s i o n s 


we s h a l l have about t h i s but I would l i k e to p i c k out 


two o r t h r e e p o i n t s which a r e i m p o r t a n t . 


The f i r s t one i s t h a t w h i l e we must do e v e r y t h i n g we 


can i n the immediate s i t u a t i o n , we have to p r e p a r e f o r 


the l o n g term t o o . 


\!e must keep up, y e a r a f t e r y e a r , our e f f o r t s to r e d u c e 


the dependence o f the economies o f the f r e e w o r l d on 


u n c e r t a i n s o u r c e s o f s u p p l y o f o i l  . 


F u r t h e r , we onu s h o u l d a l l o w the p r i c e mechanism to do i t s 


j o b to the f u l l i n r e d u c i n g demand and i n c r e a s i n g s u p p l y . 


T h i s does n o t e x c l u d e o t h e r a c t i o n . 


And^ we have to f a c e s q u a r e l y the f a c t t h a t n u c l e a r 


power i s g o i n g to be needed on a l a r g e s c a l e ; t o f i l  l 


the energy gap. 


We must a p p l y our e f f o r t s to d e v e l o p i n g i t and at the 


same time do a l l we can to r e d u c e o r e l i m i n a t e the 


r i s k s a s s o c i a t e d w i t h i t  . 




A f t e r energy, the second theme where a major r e s p o n s e i s 


r e q u i r e d o f us i s i n f l a t i o n . 

I b e l i e v e the l e s s o n o f what happened to us from 1 9 7 ^ 

onwards i s t h a t we must n o t accommodate the i n f l a t i o n 

p r o d u c e d by o i l p r i c e i n c r e a s e s . 


We must f i g h t i t . 


To do t h a t we have to c o n v i n c e our p e o p l e s t h a t the o i l 


p r i c e i n c r e a s e r e p r e s e n t s a l o s s o f r e a l income which 


/v&s to be a c c e p t e d . 


T h i s does n o t mean g i v i n g up a l l hope o f growth. 


On the c o n t r a r y , t h i s r e a l i s t i c a pproach p r o v i d e s the 


b e s t f o u n d a t i o n f o r the r e s u m p t i o n o f growth. 


And we w i l l have to back t h a t up by d o i n g a l l we can 


to improve the e f f i c i e n t w o r k i n g o f i n d u s t r y , 


a g r i c u l t u r e and commerce, and the speed w i t h which t h e y 


r e s p o n d to change. 


T h i s too c a l l s f o r a s u s t a i n e d e f f o r t . 




I r e g a r d a l l t h e s e p r e c e p t s as a p p l i c a b l e t o the U n i t e d Kingdom. 


On energy, a l t h o u g h l i k e two o t h e r c o u n t r i e s r e p r e s e n t e d 


h e r e we are a major energy producer, we see our i n t e r e s t s 


as c l o s e l y i d e n t i f i e d w i t h those o f consumer c o u n t r i e s . 


We a r e t h e r e f o r e making d e t e r m i n e d e f f o r t s to save energy. 


A g a i n , we know we have a p a r t i c u l a r problem i n the 


need to r e b u i l d the s t r e n g t h o f our i n d u s t r i e s and make 


them c o m p e t i t i v e . 


. . What I have s a i d about f i g h t i n g i n f l a t i o n and about 


a d a p t i n g to change a p p l i e s even more f o r c i b l y to us. 


We a r e h e r e to g i v e a l e a d . To succeed i n t h a t I b e l i e v e 


t h a t we s h o u l d approach o u r problems i n the r e a l i s t i c 


s p i r i t I have d e s c r i b e d . 
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TOKYO : PRIME MINISTER'S OPENING STATEMENT 


As requested, I a t t a c h some paragraphs which the 

Prime M i n i s t e r may care t o use as a chopping 

b l o c k i n p r e p a r i n g an opening statement f o r 

Tokyo. 


I am sending c o p i e s of t h i s t o the P r i v a t e 

S e c r e t a r i e s t o the C h a n c e l l o r of the Exchequer, 

F o r e i g n S e c r e t a r y , S i r John Hunt, S i r M i c h a e l 

P a l l i s e r and S i r Jack Rampton. 


K S Couzens 
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DRAFT FOR PART OF PRIME MINISTER'S OPENING STATEMENT 


We a r e o n l y h a l f way t h r o u g h 1979 h u t so f a r t h i s y e a r we 

have had t o w a t c h t h e p r o s p e c t s f o r t h e w o r l d economy 

d e t e r i o r a t e month b y m o n t h . We b e g a n t h e y e a r w i t h a good 

chance o f a b e t t e r b a l a n c e o f g r o w t h be tween t h e m a j o r 

\ / ^ ^ u n t r i e s a i K T ^ a r b e l ^ e g b a l a n c e o f payments s u r p l u s e s and 

d e f i c i t s a l s o . T h e r e was g r e a t e r c u r r e n c y s t a b i l i t y , 

j B e c a u s e o f what h a s happened on o i l t h e p r o s p e c t s a r e now 

much w o r s e , e s p e c i a l l y o n i n f l a t i o n . 

2. F o r t h e s e c o n d t i m e i n 5 y e a r s t h e v u l n e r a b i l i t y o f t h e 

w o r l d economy t o d e v e l o p m e n t s on o i l h a s b e e n b r o u g h t home t o 

u s . The e c o n o m i c g r o w t h w h i c h l o o k e d l i k e a n a t u r a l law i n 

t h e 6 0 ' s l o o k s a f r a g i l e t h i n g i n t h e s e c o n d h a l f o f t h e 7 0 ' s . 

T h i s i s a p r o f o u n d change f o r t h e d e v e l o p e d c o u n t r i e s . B u t 

among t h e b i g g e s t s u f f e r e r s a r e t h e d e v e l o p i n g c o u n t r i e s who 

have no o i l . / T h e y l o s e t h r o u g h i n c r e a s e d o i l p r i c e s , t h r o u g h 

r e d u c e d w o r l d a c t i v i t y and t h r o u g h t h e f a c t t h a t t h e 

d e v e l o p e d c o u n t r i e s a r e l e s s w e l l p l a c e d t o h e l p t h e m . A l l 

t h i s means more i n s t a b i l i t y i n t h e w o r l d , b o t h e c o n o m i c a l l y 

and p o l i t i c a l l y . 

3. I b e l i e v e t h e e c o n o m i e s o f t h e c o u n t r i e s o f t h e f r e e 

w o r l d have t h e r e s i l i e n c e t o surmount t h e s e d i f f i c u l t i e s , a s 

t h e y d i d i n and a f t e r 1974. B u t t h e room f o r manoeuvre i n 

economic p o l i c y i n o u r c o u n t r i e s h a s b e e n r e d u c e d . 

I 
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4. I n meeting here i n these circumstances I b e l i e v e v;e 
assume a heavy r e s p o n s i b i l i t y . We i m p l y t h a t we can o f f e r 
l e a d e r s h i p and guidance not o n l y t o our own c o u n t r i e s , but tol 
o t h e r s . I f we l e a v e the i m p r e s s i o n t h a t we are f a i l i n g t o J 

face the f a c t s , o r are t a k i n g r e f u g e i n ^ r * ' 1 ' n r t p _ ^ r , 
fo£^dlToy7 the s t a t e o f the w o r l d w i l l be worse when we le a v e 
than when we came. I—speak wi-t4i--hux_LLity JJr, a newcomer, but. 

seems t o me t h a t our b e s t course  i s t o make the p o s i t i o n 

on energy and the w o r l d economy c l e a r i n t h e s i m p l e s t 


language we can f i n d ; t o say what we can do; but not t o be 

a f r a i d t o say a f e s what we cannot do. Ve s h a l l i n s p i r e more 


confidence by combining r e a l i s m w i t h ~ s Z f f l p i r ^ t y 7 ~ ^ P 


5 . fefr2r^£t -f g" q u i t e r-.l e a ^ t h a t rebpuiibbr-^-the 
/ ~ ~ > * r _ £  _ _ _ _ _ 

s i tn.iatj/jbn 3jhigh-jae^a--ub j g B ^ S ~5& Lu du more afrouc s a v i n g 
Sad jgj£od*tvjinfa ^ - ^ g g y r ^ I do not want t o a n t i c i p a t e the 

d e t a i l e d d i s c u s s i o n s we s h a l l cfiafcftj n l x have about t h i s but I 


would l i k e t o p i c k out, two <it» -hrvc^p -ya^pg^ -which I oee a s - v ° 
imp o r t a n t . [ F i r s t ^ w h i l e we must do e v e r y t h i n g we can i n the 


.--short tersL, we have t o prepare f o r the l o n g h a u l . ? o r — e v e r y _ 


•eeonnnn c and p o l l t i g a l -reastm- Vie must keep u p ^ y e a r a f t e r 
year, -the effort, t o reduce the dependence o f the-a*4d*- rv-^X 

economies o f the Tree-world on u n c e r t a i n sources o f supply/ 



5. S e c ^ n ^ l y , we should a l l o w the p r i c e mechanism t o do i t  s ) 

job T _ \ _ j h \ ' \ i l l i n r e d u c i n g demand and i n c r e a s i n g supply, / 

*HAhuuL e i c l u d i n g - d i r e c t - a c t i o n i n t c n d o d to a o c c l f r r a t e t h q a e — 

- of focirs-p 'Sfeirdi^rwe have to face s q u a r e l y the f a c t t h a t 

n u c l e a r power i s going t o be needed on a l a r g e s c a l e to f i l  l 

the energy gap. We must^tgply our ^nwfcroe' t o d e v e l o p i n g i  t 

and a t the same time do a l  l we^can t o reduce aa e l >ia.frry^ 

the r i s k s a s s o c i a t e d w i t h i t  . j 

^	 !u


7 . fee second asej^ where a major p o l i c y response i s r e q u i r e d 

of us i s pfk i n f l a t i o n . I b e l i e v e the l e s s o n of what 


happened t o us from 1 9 7 ^ onwards i s t h a t we hetvey%^ f i g h t 


the i n f l a t i o n produced by o i l p r i c e i n c r e a s e s , and not 


accommodate i t  . To do t h a t we have t o convince our peoples 


t h a t the o i l p r i c e i n c r e a s e r e p r e s e n t s a l o s s o f r e a l income 


which has t o be accepted. 


8 . T h i s does not mean g i v i n g a 1 DM pr-* ̂  ^y growth. On 


the c o n t r a r y , iX m^ftnr; p r o v i i i n g the b e s t f o u n d a t i o n f o r t h e 


resumption o f growth. And we w i l l have t o back t h a t up by 


d o i n g a l l we can t o improve the e f f i c i e n t working of 


^ s ^ o ^ t e a i e s	 and the J g - l o j a - b i l i t y of t h o i r response t o ^hange. j 

T h i s too i « * minriijim c a l l i s g f o r s u s t a i n e d / 

e f f o r t . j - . ^"^C 

9 . I regard a l l the p r e c e p t s t o which I have r e f e r r e d as 


a p p l y i n g t o the U n i t e d Kingdom.^Liketwo other c o u n t r i e s 


represented here, we are a major I energy nroducer ^but we see 

- - • -	 ^ . l\ 



our i n t e r e s t s as c l o s e l y i d e n t i f i e d w i t h consumer c o u n t r i e s « 

'Slid vie have shown our re a d i n e s s t o -4eia—ia^eiiergy_sa3lnF;. 

^ The B r i t i s h consumer i s taking—perhaps~even a- b i t -aore than 

his__share - Q.f the e f f o r t . Again, [we have a p a r t i c u l a r 
r 


problem i n the need t o r e b u i l d the s t r e n g t h ^ m p e t i t i v e 


e f f i c i e n c y , of our i n d u s t r i e s ^ W t \ j h a t ~ I have s a i d about~~~~~\ 


f i g h t i n g i n f l a t i o n and about p r o m o t i n g f a u d i b i l i t y o f 

r e s p o n s e - applies/\;o us also-. i s — i n t h a t s p i r i t - that -£ / 

l o o k \ o r w a r d t o j u i n i n g i n oa t f u r t h e g - d i f l g B S g i n n s , J 
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