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ligan

At the acnnumista'dinner at the Carlton a fortmnight ago,
vou mentioned to me that you were having election speech
"modules™ on various subjects prepared in sdvance, and
that you might be callipng on me to do a draft of the
economic "module®, A few days ago My secretary received
a telephone call from Dermot Gleescon at the Research
Department, saying that you would like me to do a 700
word draft economlie "module' by today,

I have accordingly typed out the enclosed, It is mach
longer than 700 words - I would judge between 1100 and

1200 - but it c¢aa easily be cut and/or compressed, However,
the maln problem is that I am not at all clear about the
gort of thing vou had in mind: what I have done 1=
deliberately couched in very simple terms, designed to

be understood by the mn in the street, and avolding any
mention of figures. It may well be that you had something
more 'up market™ in mind; but if, after reading this,

you feel that it 1is on the right lines, I will gladly cut
it back to the required 700 words. (glthough you may well
feel that you can do the surgery better yourself),

The Rt, Hon., Mrs. Margaret Thatcher, M.P
ce} Dermot Gleeson
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The Conservative Party's sconomic policy has iwoe overriding ainms.
The fixst is tu rakase the frustrated energies of the 3ritish people,
go that we ‘produce more ag a nation; and the second is to bring down the
rate of inflati¢n. These two objectives go hand in hand, and each is as
important as the other.

1t 13 oply by progudi'ng moere that we cen improve our standard of living.
Why don't we? One reason is undoubtedly the proliferation of sirikes and
other fTorms of industrial disruption that have given us such zxhai an
appalling reputation asbrecad and cause so much self-inflicted damage at
home. For the nation as a whole, every sirike is a strike for lower,
not higher, ﬁ:-ay..

But mutpﬂ' pnnarful rgaﬂon vhy we don't prodice more is that our
present B]'Btem of taxation, with the highést rates of incoze tax

in the eifil:lzﬂd worl?, often make i1 scarcely woeth while to do so.
That fﬂ li:j' the I:;}ﬂm pledge which we nake to the British genple,

rreaﬁqﬁtiva of the sericusness of the mees we inherit, is iﬂ:txn pledge
to brimg ahuut a 1'415:&;113r subbtantial reduction in personal tazsiiom, at
all levals.

Only in thiﬁ way uaﬁlwa rEExr create once again the incentive to take
m to. anquira akills, to expand, to work nvertme - and aboveg &ll,
autiy liﬂﬁ:' th@innantiva to workgy d" all,

mtoﬂa m:,r pmla under Labour, 1t syl 3uat doean't pay to work.

l‘ 'dll"lmu that it Qo__ pay-to works and this means big cuts in income
Yehs | |

DEf et s nmam prices, h::tiunnmm 4g what happens when you
ke too muol Woney chasing too few gomia. T {}ur tax polioy will
aiiwalate the Britiph peqple ta prnduca noYe goadn, but only the
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_En*a*nmant can control the money side of the equation. 3o we will
commit curselves to a steady and gradusl reduction in the rate of sgrowth
~of the ﬂuppljfnf meney, until it is consistent with stasble prices. COnly
in this wey can inflation be wrung cut of the sgstem.
But a pﬁiiu; of this kind would mesn an intolerably high level of
iﬁteraat rates - Intolerable for the home-buyer and businessman alike -
unless it is Emm accompanied by a substantial reduction in the present
- grossly excessive level of Government borrowing. Thus an egually
importent part 6f our ldng-term anti-inflatiion policy ~ and we have
suffered gnough from shori-term expedients which leave iﬁ: underlying
¢conomic health worse than 1t xxa began - will be to bring about a
really éhbatantial reduction in the amount of Govermment borrowing.
| | ' How are we gning to be able to cut boih inoome tax and
gn?arnmunt hﬂrrn‘lring at the same time, and by a substantial smount?
Gertainly 1t mxamt can't be done painlessly (and anyone sho offers
you g.paihlaﬂs ctire for out presant grave economic ills is 2 charlakan
of thq wnrﬂt uﬁrt), although the revenue from North Sea oil andrrex will
hul‘p.r Bug it can he done, basically in two ways: first by shifting
mmru?uf the hurﬂen;nf ta:atinn onto spending — we believe that, if
ut,tixgtign ia arnanaauary evil, pay-as-you-spend is a lesser evail than

,,F H
ﬂ;ag-;éa-ynﬁ-ﬂﬂrn - and ﬁauan&. by trimming back the vast fotel of

'tim qmnding ‘This hes to be done.
G:& Qauraa. uﬁ a”l.l want to aaa & batter Zexdk rstandard of

Fodlag: 1m; M 11'1 maq; ﬂaaem althuugh not all, this means spending
p—— ‘E? Bg'ﬁ at ﬁﬁa &t,'nd of the day the level of public services

S nginids g m ;muuapably on the wealih of the econouy as a whole:
dq;nn& beford it 1ia spent. This il something the
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spclalist never seems to understani. Cur rolicivs, by leadins to an
increase in our national wealth, will in ihe lons run be the only way
we can ever afford beiter public services. 2ut Tor the nonent, the neney
has run out.

what about pay, aboul which so much - foo much - of the ecohonic deoste
has turned over the past ien years? J3ecause of the oserridines need te
cut income tox and X reduce govermrment borrowing, cnd thus to curb
Government spending, there will obviously have tc be firu cash liiits
on how miah the Governmeni is prepared to pay out in wares end salorics
to kmzexwhs its own enployees. How mhese limits on total payroll costs
are divided between rates of yay and the nunbers of public employees

employed will be a uatter for negotiation, which will vary from cuse to
*ﬂia nﬂthe Eﬂts of each case. DuY Ahivt cam ot ne a‘![:f}‘"“d oV
A “there is no need for the ripidities ol a formal incoues policy in
the private sector, where competition - particularly against foreirn
m&i@l compekiiors, whether in export markeis or here at home - setls a
1imit to wshat each firm can afford to pay. If it pays tco nuch, tue
inevitable result is lost crders and higher unemployment. e have geen
all too clesarly, in recent years, how workers in thex private seclor can
priﬂb themselves out of a job.
Wo don't want to see this happening. So we propose to ?ﬁg up, in vlace
) of the next Stage of Labour's pay policy, a forum where/Government can
: : pxat pit down with the lesders of the unions, the employers, the 3ank
", of Eﬁgiand end othera, to explain its economic policy and discuss the
N gongequences of tha.t poliey; and explain it, too, to the pecple us a
_ :-!ﬁhfg ?igiﬁingpgiﬁ ﬂ{ﬁp trale union leaders parseimg making pay clains

) ﬂihqt ipat 1navitahly, if granfed lead to increased unemployment; but

J

ﬁ; ,ﬂialanﬂt thﬁ ﬂunsaquanﬂEﬂ of thair action can be wazde clear to thiem, and
.ﬁ i
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to their members, before tney finally deecide to toe 1t.

ut althoush this forum will Yelp fto bring wbout the groater degree of
egonomic consensus and understanding the couniry so badly necds, we
211 know, in the light of recent events, that it will nct oe encupn
unless wmeasures are also taken, as we have pronised, that will curb
sbhuses of trade anicn power and redress the iliibilance ol rower in
3ritish industry to-day which ixpmyerrxhws demoralises tie businessmen
and ilupoverishes the worker.,

Here then is a coherent long-tern spproach to the econeonic ills which
have beset us so long and which huve now reached an acute siape; anc
one that differs sharply from the discredifed shori-term eczpedients of
the present kxkeEx administration. To put things right wi%l be = long
haul; but merely to embark on this new course Ei{ifﬁnﬂstfcgnfidance
both at home and abrozd that will put us well on the roal ic eventual
SUCCEES.

The British people have a choice. I have spelled cut inai cholce.

It may well be our last chance to rescus the .jritish econcmy irou

the depréssing spiral of decline, znd pryExihexi¥rit allow the Sritish

people to show what we are capable of.



