The Ri.Hon. Mrs. Morgaret Thatcher, M.P., éth August 1981,
Prime Minister,

10 Downing Slieet,

london, S.W.1.
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| only bother you with this letter just before you go on holidoy in cose you should think
thot the conients justify some working up in prepoiotion for your return, :
Ny perception is that we have not yet effectively enaugh persuoded the country that the
rise in unemployment is lorgely due 1o the level of unit lebour costs end that the piospzcis
for employment in the future depend meinly upon recovering competitiveness, particulerly
in these seme unit lobour costs,

My suggestion is that you should outhorise an epproach fo Tim Bell - the best presenter
known lo me of o case - cbout the best wey we should infensify our efforts. My hope
is that you will give him free rein fo propose whot should be presented, by whom, by
what methods, on what occasion ond with whot follow-up.

The subject lends itself to visual oids: pewsibly 1o on iniellectual confiontoiion: possibly

to t1ade union participation: on no pori of 1his hove | opinions worth hoving.  But Tim

Bell would.
Tim would reguire an intellectual bockground.

He wauld need 1o have the distinciion drown between the impact of the £ on the
one hand, ond the impoct of rising unit lobour costs over recent years, and par-
ticularly in 1580, on the other. You used some of the key figures very effectively
yourself in the recent censure deboie.

He would rneed to be careful not fo cxzncreie manaoement, which renoes from
-~ I -
brilliant fo poor: bad design, weok morketing, sloppy production control hove

been, ond are, imporient fociors - buf the confidence and the scope of manogement,
and the profits they need for expansion, heve oll been hommered over recent years
by much irade union short-sightedness.

We would need 1o identify for him the remorseless rise of the woges shore ond the
consequent fall of the profit share of company income - ond the effect this hos




hod on lobour costs, competifiveness and management scope, and therefore the

effect on ]obs.

(Plecse note thot the row clotistics do not show profits being raided
by lalour cests in the wey ihat we know hes in focl heppened:
Depariment of Industry siatisticions heve however expleined why

i is <till true thot profits have been roided by earnings, in an
onswered prepared at my request o.@ question from Mickey Grylls).

He will need 1o be given our unit lebour costs in comparison with those of our

compelitors.

l{ rcems 1o me that we would want to stress thet menogement defects need fo be reduced
oc well as excestive unit lobour costs, but we con curely explain that the defecis of
menogement cannot be cured overnight - marketing end design end development failings

foke {ime lo correct - whereas unit lobour cost excesses can be cured overnight, or can
ot lcost be prevenied fiom getting overnight even worse. !

We suiely should not flinch from fhe focf that we stressed unemployment under Lobour os
one of our election themes. How could we be expected fo hove known thot the £ would
rise so chorply: that there would be onother oil hike: ond thot, cbove all, there would
be the job-cnnihilaling poy increoses of 1980,  To odd that messocre of jobs, on top of
those clready destroyed by the increase in unit lobour costs of previous yeors, was the
responsibility of the trode unions, who were warned by us - ond who are now leoding
the complaints.

It ic my hope that if Tim Bell were given the moierial he would be oble to suggest how best
fo present it 1o secure interest, undersiending and follow-up. Provided that we do not
flinch fiom manogement's role, ond our own port where relevant, we have on impeccaoble
cose, -

In putting the orgument for o new preseniation fo John Hoskyns there has, however, bzen
revealed o difference of emphosis.  He occepts the main thesis, but he argues that our
cirese should be on keeping future poy seitlements modeiote, while | would prefer to stress
reduction in unit lobour costs. He argues that reducing unit labour costs will involve
higher productivity, which will increase unemployment over and above that which is
clreody spontaneously emerging. | orgue that only to the exient that, for instance,
iferseyside or Glasgow proc loim themselves convincingly os oreos of sustained low unit
~hour costs would employers be attrocied 1o them. | nofe this disogreement for what

it is worth: the two purposes of moderofed settlements and lower unit labour costs are

of course mutually consistent.




Lostly, I tuin 1o an ospect which is right outside my detailed knowledge, but | get the
impression that very few television interviewers and very few news presenfers show eny
inferest in, or undersionding of, couse and effect in connection with unemployinent.
This has often been deplored by us, but surely we should fry fo do something obout it.
My recessarily - becouse | am <o ignorant in this crea - fecble suggestion is that

we should seek the odvice of those who do hove interest and do hove understanding,
such os Rabin Doy - ond there maoy be others - on licw on increase in interest and
undersianding could be achicved among other interviewers end preseniers.  Efforts
would have fo be mode one by one, ond any ccin in inferest ond underslonding would
be worth having. | know that Aims hos given study 1o this subject, end might be cble

fo give us some anclysis.

| am sending this fo you unpolished in order 1o reoch you before you go off, |om
copying to Geoffrey Howe, Norman Tebbit, lon Gow and John Hoskyns, 1o eoch
of whom | hove to varying extents exppsed the ideos for what they ore worth.




